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Preface

Effective sales compensation design is an enduring objective. Since its first publication in 2003, Compensating the Sales Force continues to serve general managers, sales executives, sales operations specialists, HR/compensation professionals, finance leaders, and IT support teams. Now published in both the Russian and Chinese languages, the constructs of designing strategically aligned and motivating incentive plans for sales personnel are universal. We continue to teach these concepts to hundreds of executives here in the United States and throughout the world, including Hong Kong, Singapore, Barcelona, Dubai, Cairo, London, Paris, Kuala Lumpur, Bangkok, and many other venues in Europe, Asia, and Latin America. Along with my fellow consultants here at The Alexander Group, Inc., we have the privilege to engage with best thinkers and leaders from worldwide sales organizations as they transform their sales teams to address ever-changing sales challenges. These opportunities to work with clients help us to create cutting-edge and innovative sales growth solutions, including advanced sales compensation methods.

This second edition reflects our most current thinking on sales compensation best practices. Our clients continue to challenge us to create solutions for difficult to compensate sales jobs, complex sales organizations, and global sales teams. We address each of these topics with their own chapter in this second edition of Compensating the Sales Force. We have fully reformatted Chapter 5—the “Formula Types” chapter—and we have added new and proven incentive mechanics. If you are accountable for sales compensation design within your company, you can rest assured you have the most complete sales compensation companion in the second edition of Compensating the Sales Force.

To learn more, visit these Web sites:

www.compensatingthesalesforce.com

www.salescompsolutions.com

www.alexandergroupinc.com


Introduction

Welcome to the powerful—and sometimes confusing—world of sales compensation!

If you are reading this, you probably work with a sales force and your never-ending objective is to help improve sales performance. Your company might be a manufacturer, service provider, reseller, or retailer; your customers might be other businesses or consumers. Your company might sell direct to end users or through channel partners; your sales force might be small or large.

You know that sales compensation is one of many tools available to help you direct your company’s sales efforts. You also know that if done correctly, sales compensation can dramatically improve performance; if done poorly, it can cripple your sales efforts.

Whether you are a sales executive, sales manager, sales operations specialist, finance executive, human resources (HR) compensation manager, information technology (IT) professional, general manager of your division or CEO of your company, you recognize that the goal of increased profitable sales rests squarely with the sales force.

Let’s assume you have one of two objectives: You either (1) want to confirm you have a great sales compensation program, or (2) need to develop a new sales compensation plan. This book will provide the answers you seek.

Let’s begin:

Sales compensation works!

How salespeople are paid has an immense effect on their performance. With appropriate respect, we will avoid the quagmire of motivational theories that attempt to explain why sales compensation works. As any sales manager will attest, salespeople pay very close attention to their sales compensation plan. No, it’s not the only reason why sales personnel succeed or fail, but it plays a pivotal role in the overall mix of sales management supervisory tools.

WHY THIS BOOK

Even though sales compensation is a powerful tool, it can be confusing, too. The setting of target pay, selecting the right performance measures, establishing quotas, determining the mix and upside opportunity, and constructing the right formula are examples of the many choices facing those responsible for crafting the right sales compensation plan. The purpose of this book is to guide you through this effort, helping you make the right choices.

Over the years, I have had the pleasure to teach thousands of professionals how to design and implement successful sales compensation plans. I have also enjoyed the support of my clients as we work together to structure effective sales strategies. You will find other sales compensation books that are informative and helpful, particularly in understanding how strategy drives tactics. This book will take your learning to the next level by showing you how to construct effective sales compensation plans. While it will cover numerous technical topics, it will never stray too far from the practicality of this effort: Sales compensation can significantly affect a company’s performance. Of course, it affects people’s pay, too. Technical or not, it doesn’t get much more personal than that!

HOW THIS BOOK IS ORGANIZED

Through the following chapters, you will learn how to construct sales compensation plans that reward sales excellence.

Chapter 1: Why Sales Compensation? Sales compensation helps sales organizations exceed their objectives. However, sales force and sales compensation plans can quickly become outdated. The challenge, as this chapter explains, is to keep the sales compensation plan contemporary with the sales job.

Chapter 2: Sales Compensation Fundamentals. This chapter outlines the basic concepts of sales compensation design. These concepts transcend industries.

Chapter 3: Who Owns Sales Compensation? This chapter explores the process and governance of effective sales compensation.

Chapter 4: Why Job Content Drives Sales Compensation Design. The source of sales compensation design is sales job content—not industry, not legacy solutions, and not management whim. There are well over 40 different types of sales jobs. We examine several jobs to show how sales compensation varies by sales job type.

Chapter 5: Formula Types. In this chapter, you will find the taxonomy of sales compensation formula types. The chapter provides a hierarchy of formula types, terms, and applications.

Chapter 6: Formula Construction. This chapter describes the methods to construct and calculate formulas for payout purposes. You will need a calculator.

Chapter 7: Support Programs: Territories, Quotas, and Crediting. Sales compensation cannot exist without effective support programs such as quota allocation, sales crediting, and account assignment.

Chapter 8: Difficult to Compensate Sales Jobs. There are numerous jobs that present unique sales compensation challenges. This chapter suggests solutions for 13 difficult to compensate jobs.

Chapter 9: Compensating the Complex Sales Organization. Complex sales entities have numerous jobs, challenging crediting issues, and tough measurement conditions. This chapter guides you through these often confounding conditions.

Chapter 10: Global Sales Compensation. Global sales teams are now a fact of life for many sales organizations. In this chapter we sort through which practices should be global and which practices should be local.

Chapter 11: Administration. Good methods to administer sales compensation programs are necessary so the payouts can be made in a timely and accurate manner. Follow the guidelines presented here to ensure you have the right level of support.

Chapter 12: Implementation and Communication. Rolling out the new plan and ongoing communication helps drive perceived equity into the plan.

Chapter 13: Program Assessment. Is it working or not? A lot of money flows through sales compensation programs. This chapter provides the criteria for judging and improving current programs.

Chapter 14: Sales Compensation Design. This chapter provides the how-to step-by-step approach to redesign the sales compensation plans at your company.

Appendix A provides a sample sales compensation plan. Appendix B is a list of sales compensation surveys. Appendix C provides a list of software vendors.


Compensating the Sales Force


Chapter 1
Why Sales Compensation?

THE ROLE OF THE SALES FORCE

The role of the sales force is clear. Sell the company’s products and services to new and existing customers.

Of course, most of us can easily visualize the “classic” salesperson. Our able and determined salesperson has a geographic territory, travels from one account to another visiting customers and potential buyers, demonstrating the latest gizmo easily drawn from a sample kit or well presented in a glossy brochure. However, this typical image is not fully consistent with today’s modern complex sales force. While our fabled territory sales rep is not gone, he or she has been joined by a cadre of sellers. Many companies now sell through multiple sales channels. Our territory rep is now part of a complex customer coverage model that includes telesales, major account sales, product overlay specialists, and partner management. To compound matters, the definition of products now varies widely from physical products to services to solutions. To add additional variables, the definition of sales revenue has expanded beyond the initial purchase dollars to include rental, lease, product usage revenue, and maintenance revenue. Further, today’s sales organizations are often fully integrated with other formerly disconnected customer contact units such as Customer Service, Contracts, Customer Finance, and Collections. In other words, while the classic sales job still exists for many companies, the territory salesperson traveling from one account to another is just one more member of a much more varied and complex sales coverage system.

For conventional purposes, we will continue to refer to today’s sales coverage system as the “sales force,” fully recognizing the expanded characteristics of today’s sales departments.

Regardless of the complexity of the sales organization, the sales force continues to serve its primary charter of identifying, securing, and servicing customers. The sales department has at the apex of its objectives what no other department has: the responsibility to manage the profitable revenue growth from the company’s customers.

WHY SALES COMPENSATION WORKS

Some non-salespeople assume sales representatives are solely money motivated. They believe the best (and only way) to manage the sales force is with an overly lucrative sales compensation program. Of course, this is not true. This monetary-centric view of sales representatives promotes a cursory view and inaccurate assumption about sales representatives. It can lead to some false and unfortunate conclusions about the importance of the sales compensation program.

The source of effective management has many competing theories. While the names and themes of these theories might vary, they all subscribe to at least two critical elements: leadership communication and performance measurement. Great sales compensation plans optimize both of these elements: communication (“this is what’s important”) and performance measurement (“your incentive payment for last month’s performance”). However, clear communication messages and measurement systems don’t always fit tidily into a sales compensation plan. There are other and more powerful ways to manage salespeople. For example, day-to-day, hands-on committed sales supervision is considered the best “system” for optimizing sales performance.

A typical conversation between the first-line supervisor and his or her sales charges would sound something like this: “Now, ladies and gentlemen, we are on the line here to achieve this month’s sales objectives. I have a commitment from each of you to reach your monthly quota. It’s important to me, and it should be important to you. At our next sales meeting, we will put the numbers up on the board to see who we cheer and who we sneer! If you are having any trouble closing a deal, I can help you. Call me, and we will schedule joint sales calls. Remember, your success is my success!”

This pitch by the first-line supervisor shows the importance of leadership communication (“. . . it’s important to me, and it should be important to you . . .”) and performance measurement (“. . . at our next sales meeting, we will put the numbers up on the board to see who we cheer and who we sneer. . .”). Notice, no mention of money was made, but a heavy dosage of personal accountability and peer pressure is evident.

Interestingly, this vignette illustrates how sales compensation is considered “cross-elastic” with effective sales management. In other words, the better the sales supervision the less the need for aggressive incentive plans to manage sales performance. Further, sales compensation is not a birthright of salespeople. We estimate that 20 percent of all sales personnel are paid with a salary-only program without any variable pay plan.

Regardless of the pay plan, high-performing sales organizations feature ongoing leadership communication and robust performance measurement systems, whether these functions are found in the sales compensation plan or projected through effective sales management, or are a combination of both.

Yes, we agree, the economic transactional value of the incentive compensation dollars does provide motivation for increased performance. However, we consider it complementary to other factors such as pride of performance, supervision, affiliation, and goal accomplishment.

Well-run sales departments treat sales compensation as one of several levers of effective management. Along with other management tools, sales compensation can play a contributing role to successful sales production. However, it cannot be the only factor because alone it cannot provide leadership, commitment, and purpose of endeavor that effective sales management can so ideally provide.

THE POWER OF SALES COMPENSATION

A well-designed sales job and sales compensation program can provide dramatic improvement to a company’s sales results. When products, customers, sales leadership, jobs, measures, and rewards are in alignment, sales results can be more than remarkable. Sales compensation can provide the right focus on revenue growth, profit improvement, product focus, account penetration, and solution selling.

If sales compensation programs are so powerful, why do they seem to be so “noisy”? In a league of their own, like no other compensation program that the company has, sales compensation programs seem to produce a disproportionate amount of challenges and conflicts. Why is that? There are several reasons. Some issues are to be expected, but others are a result of poor design and poor alignment. Here are examples of some challenges and conflicts:

1. The chief executive officer (CEO) and the chief financial officer (CFO) are unhappy that the sales compensation program is too costly while the company is performing below objective. This is not an uncommon situation. Before concluding that the sales compensation plan is overpaying, you might want to look at the cost of sales. A high cost of sales might be a result of overstaffing and not overpayment to individuals. If actual payouts are too high, then examine the quota system first. Perhaps quotas are too easy.

2. Product management wants greater product focus from the sales force. Product managers want to put extra incentives in the sales compensation plan to promote specific products. Product focus is a legitimate measure for sales compensation purposes; however, prior to making changes, product managers have to make good on their own responsibilities, including rationalizing the product offering, segmenting customers, and providing sales messages for unique buyer populations.

3. Salespeople complain sales quotas are too difficult. Sales quotas should be difficult. That’s their purpose—to stretch performance. Sales compensation is not an appeasement program.

4. Salespeople seem to ignore components of the sales compensation program. This is often the result of a poor sales compensation design, not a motivation issue. A poor design is frequently a reflection of strategy and alignment confusion by senior management. Too many measures, inappropriate measures, or unrealistic objectives will cause sales personnel to ignore one or more components of an incentive plan. Solution: new job definition and a new sales compensation design.

5. The company spends too much money administering the pay program. Using low-power tools such as desktop software will cause an increase in headcount for program administration. This may not be the fault of the incentive program, but may be a problem of failing to provide proper information technology (IT) administrative support to the program.

Sales compensation is noisy. Sometimes the design is at fault, and sometimes it’s an issue of alignment. It can even be just a by-product of an effective program. As a sales compensation designer, this book will help you sort out what problems are real and what are not, where the solution resides, and how to make the right changes.

JOB CONTENT—THE SOURCE OF SALES COMPENSATION DESIGN

When asked about the origin of a sales compensation program within a company, the response might include the following: “It’s always been that way” or “It’s the industry practice. We follow what others do.”

These reasons may sound compelling, but they do not provide a strong rationale for designing effective sales compensation programs. Historical practices, sometimes known as legacy solutions, are often no longer contemporary with market realities or support a sales model that no longer exists.

What about industry practice? Follow industry practice only if your company is identical to your competitors and if they have found the ideal sales compensation solution. However, the likelihood that your products, customers, and customer coverage strategy are identical to your competitors is, at best, remote. So, following what others do in your industry is usually not an effective strategy. As we will learn later, the design of the sales compensation plan is unique to every company.

Effective sales compensation begins with the proper strategy alignment and ends with effective job design. There are several points where sales management must achieve alignment before reaching the sales compensation program. The right products must be aligned with the right customers. The right sales jobs must be aligned with the right buyers. The sales jobs must have clarity of purpose—alignment to the sales task—and the performance measures must have alignment with the job content.

Once sales management provides proper alignment among customers, products, and sales jobs, then sales management can craft a sales compensation plan to support the aligned sales strategy. As we will learn in Chapter 4, sales compensation design is driven by job content. Get the job right and the sales compensation design is easy. Conversely, create a confusing, misaligned sales job and no sales compensation plan can be successful.

SALES JOBS AND SALES PROCESS

The art and science of crafting effective sales compensation programs rest with a commanding competency in sales job design—assessment, evaluation, and construction. Job design errors are the No. 1 culprit in sales compensation plan failure.

Sales management configures sales jobs to serve a preferred target buyer population. All sales processes comprise five key components. Depending on the products, market, and customers, sales management will define the sales job within the context of these five components:

• Demand creation: Stimulating the market.

• Buyer identification: Finding the decision makers.

• Purchase commitment: Securing the order.

• Order fulfillment: Delivering the product or solution.

• Customer support: Providing ongoing support after the initial purchase.

Each step of the selling process contributes to securing and keeping customers. The sales job is often involved in each step of the sales process; however, the level of involvement varies significantly from one company to another and from one sales job to another. The following are descriptions of how sales personnel may be involved in each step.
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• Component 1: Demand Creation: Typically, the marketing department has responsibility for demand creation. Through advertising, public relations, trade shows, and direct promotion, the marketing department creates demand for the company’s products or services. However, in many cases, the sales department will help create demand for the product. This is usually true for companies selling new high-end products in the business-to-business market. This is known as “new market” selling. In these instances, the most practical method to create demand for the product is to hire a seasoned sales force to promote the product to target buyers. In some instances, some sales organizations, such as pharmaceutical sales, only do the first two steps of the sales process—demand creation and buyer identification—with no other sales process responsibility. In these instances, sales personnel promote products but never actually write the order.
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• Component 2: Buyer Identification: It is normally the responsibility of sales personnel to identify buyers who can make a purchase decision. When selling complex products and services, identifying the buyer(s) can be extremely challenging. Many sales training programs and sales improvement programs spend considerable time educating sales personnel on how to work with the customers’ numerous individuals and teams to correctly identify the right decision makers. However, in other companies, marketing, not sales personnel, assumes responsibility for both demand creation and buyer identification by having customers identify themselves through direct response either by mail, telephone, or Web site visits. Finally, in other companies, the marketing department is responsible for identifying potential buyers through research conducted by telemarketing reps. Marketing then assigns these potential buyers (hot leads) to the sales force for sales efforts.
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• Component 3: Purchase Commitment: The primary value of a sales representative is to secure a purchase commitment from a customer. This step is typically known as “closing” the sale. We all share a common image of a sales rep opening up the order book and writing down the customer’s order. (This is how the now seemingly quaint expression “book the order” came into the sales world vernacular.) While a high-tech version of booking the order still exists today, securing a purchase commitment can be an involved and complex process of contracts, fulfillment obligations, performance-pricing, and delivery commitments. For most companies, a booked order now arrives via an electronic medium. Still, some sales departments require their sales personnel to remain involved in every part of the transaction, ensuring that all elements of the purchase process have been successfully completed. At the other end of the spectrum, we find customers so well acquainted with products that they do not need or want a salesperson involved in the purchase process. These customers prefer to order by telephone, fax, or from an e-commerce Web site.
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• Component 4: Order Fulfillment: The actual delivery of a product or service to a customer is collectively called “order fulfillment.” In some cases, the salesperson provides order fulfillment, but frequently this responsibility rests with others. But there are many selling models where sales organizations require sales personnel to oversee the successful delivery of the product to the customer. Customers will typically call the salesperson to check on the status of the order as they await delivery or ask for assistance if there is an order fulfillment problem.
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• Component 5: Customer Service: Most sales organizations work collaboratively with customer service departments to provide after-the-sale support. Even so, sales representatives will occasionally find themselves involved in customer service issues if a customer is not satisfied with a product or service. In some companies, this is a mandated part of the sales job, and sales personnel will work with internal resources to ensure customer satisfaction.

Each of these activities—demand creation, buyer identification, purchase commitment, order fulfillment, and customer service—contribute to a successful sales process. The role of the salesperson will vary depending on products, customers, and the company’s sales coverage model. The mix and configuration of these sales process roles determine the content of the sales job, and sales job content drives sales compensation design.

SALES COMPENSATION—PAYING FOR
THE POINT OF PERSUASION

The highest value provided by sales personnel is to help customers make choices when there is uncertainty and risk. This event is known as the “point of persuasion.” The purpose of sales compensation is to reward seller success at the point of persuasion.

While salesperson involvement in the sales process will vary from one sales job to another, the task of building the right sales compensation plan is greatly simplified by looking for the point of persuasion.

In most cases, we will find that the point of persuasion is at the Purchase Commitment sales process step, but not always. For example, the point of persuasion might be in the first step, Demand Creation, where the salesperson’s point of persuasion is to cause the customer to learn more about a company’s products. Conversely, it might be at a later stage in the sales process, such as at Order Fulfillment, when a customer is having second thoughts about the purchase and the salesperson must reassure the customer of the wisdom of the purchase. Finding, defining, and measuring the point of persuasion is the focus of effective sales compensation design.

SALES FORCE OBSOLESCENCE AND
SALES COMPENSATION

Maintaining alignment and avoiding obsolescence is the continuing struggle of sales leadership. Sales force obsolescence is a natural occurrence for all sales departments. Over a period of time, most sales forces will become obsolete. By this, we do not mean that salespeople will become obsolete. It is the sales department (its strategy and its deployment model) that becomes obsolete. The outcome of accumulated misalignment among products, customers, and sales resources produces an obsolete sales force.

With this obsolescence, the point of persuasion can change, shift, or be diminished. To illustrate this point, consider the following question: “Would you buy a commercial poster/print of birds over the Internet?” Most people would answer this question, “Yes.” The reason they would buy a print over the Internet is because they understand what a print is and its value. They certainly don’t need the assistance of a salesperson. However, when the question is modified, people are not so sure they would buy a print over the Internet without the aid of a salesperson. For example, consider this restated question: “As your first investment in rare prints of birds, would you purchase a John James Audubon print from the Havell Edition of Birds of America over the Internet? Many people would answer, “No.” Why would they answer, “No”? In one case, a person is willing to buy a print over the Internet; yet in another case the same person is not willing. The answer is simple. There is risk and uncertainty in purchasing a rare print. Until you have the personal expertise to reduce your risk and uncertainty, you will seek the assistance of an adviser such as an informed and respected salesperson.

Here is another example: “Would you buy a personal computer over the phone or via an e-commerce Web site?” Today, many longtime PC users purchase their computers without the assistance of a salesperson. However, when these same individuals were making their first PC purchase, they sought the advice and assurance of salespeople before they made their purchase decision.

So salespeople are ideally suited to be at the point where customers have risk and uncertainty—at the point of persuasion. As illustrated above, this point of persuasion is constantly on the move. Sales organizations and sales jobs can become obsolete as the point of persuasion moves beyond the current deployment model.

A dated coverage model nearly dooms an encyclopedia company.

An encyclopedia company was late to realize that its sales coverage model was going to doom the company. The selling of encyclopedias has a long and proud history of providing personal in-home sales contact to parents looking to acquire additional educational support for their children. Expensive, with annual updates and custom furniture, a multivolume encyclopedia was traditionally a significant purchase. The company’s authorized in-home sales agents sold within exclusive territories. The company provided no other channel to buy the product. The company was loyal to its agents—to a fault. As parents became more sophisticated, the rise of mega bookstores offering multivolume encyclopedias occurred. New competitors entered the market including CD encyclopedias and free Web-based encyclopedias and the in-house sales agents became a sales coverage liability. Long past the point of obvious need for change, the company abandoned its use of a single sales channel, almost too late.

Preferred Solution: Monitor sales coverage models actively. Preclude sales channel obsolescence by moving quickly to keep sales personnel aligned with buyer populations.

THE IMPACT OF CUSTOMER RELATIONSHIP
MANAGEMENT

The promise of customer relationship management (CRM) is to provide a single-technology platform for tracking and managing the sales process. With a common technology platform, CRM offers the opportunity for assigning and managing elements of the sales process continuum to divergent parties while successfully keeping track of all customer interactions. In this respect, CRM can alter sales job content. As a company shifts parts of the sales process to other resources, what role does the salesperson perform? Remember, the definition of this revised job role is the starting point for effective sales compensation design.

SUMMARY

Sales compensation works as part of a complex management process. Look to job content as the source for designing effective sales compensation plans. Locate the point of persuasion and reward the salesperson for making a difference—that is where sales compensation belongs.


Chapter 2
Sales Compensation Fundamentals

In this chapter, we will review key sales compensation fundamentals. First, we will review variable compensation models and then examine why sales compensation is unique. Next, we will discuss the difference between income producers and sales representatives. Lastly, we will examine sales compensation design elements.

VARIABLE COMPENSATION MODELS

Figure 2-1 depicts five different types of common variable compensation models.

The chart divides all incentive plans into two major categories: “Target Rate” and “Target Pay.” A “unit rate” plan has a fixed commission schedule or piece rate that pays for each increment of performance—another sales dollar, another garment sewn. Target pay plans begin with a target labor market pay level for the job obtained by compensation planners using benchmark surveys. Management will either adjust this market number up or down to reflect the company’s pay strategy. For example, real estate agents have a “commission rate” plan. Management does not manage pay with the use of quotas and formulas to reach or exceed a target pay amount. Instead, the real estate sales persons know their commission rate—a well-established number in the market—and they produce unit sales to achieve sales results.

[image: Image]

Figure 2-1 Common types of variable compensation plans.

A second division featured in Figure 2-1 groups the incentive plans into “No-Risk” and “Risk” plans. A “no-risk” plan has no reduction in the target total cash compensation reducing the base salary below this target amount. Instead, the incentive plan provides additional monies—over-target pay—for over-target performance. “At-Risk” plans pay a reduced base salary, as a portion of the target total cash compensation. Incumbents earn additional monies for reaching minimum, at-target, and exceeding-target performance levels.

The horizontal line reflects the target total cash compensation (TTCC) for the job. We depict the base salary amount as dark shading while variable dollars have no shading. Notice that the first plan type has no base salary. These are Unit Rate plans where the employee receives a payment for each unit of accomplishment such as a commission on sales dollars. The next two plans—3× Uncapped and 2× Capped—have pay at-risk. The base pay is less than the total target cash compensation. The last two plans—Add-On and Gainsharing—have a full base salary with no variable pay below TTCC.

The characteristics and application of these five common pay systems differ from one another.

• Unit Rate: A Unit Rate plan pays a fixed amount (dollars or percent of dollars) for each unit of performance. Income producers such as traders, real estate agents, and mortgage origination professionals earn payouts under producer plans. The same logic of payment per unit applies to piece rate workers, too.

Sellers who are income producers create business revenue. Their value is not in the products they offer, but the relationships they manage. In many cases, they sell commodities. What is unique is their relationship with their customers; they often have the power to take their customers with them when they change employers. Typically, income producers have no base salary and earn a fixed commission on all sales. Although management may identify a preferred earnings level, the commission rate is a more important consideration for income producers. Income producers evaluate the competitiveness of pay by the size of the commission rate.

• 3× Uncapped Plans: 3× Uncapped plans provide an upside earning opportunity that is 3 times the at-risk component without a cap on earnings. This 3× upside is provided to those who reach the 90th percentile of performance among peer performers. Ten percent of this group may actually exceed this number making the plan still “managed,” but “uncapped.” This is the most common design for sales professionals.

A sales representative represents the value of his or her company’s products, services, and solutions. The inherent value of the relationship between the company and its customer rests with the company’s value proposition. It is the role of the sales representative to present this value proposition to all customers to affect sales. The ratio between base salary and target incentive pay as a portion of TTCC varies by job content. The more the salesperson can influence a customer to act, the lower the base salary as a portion of target total cash compensation and the higher the at-risk component. The opposite is also true: The less personal influence inherent in a sales job to affect customer buying decisions, the higher the base salary and the lower the incentive opportunity. Upside earning opportunities are set at 3 times the at-risk component; thus the payout level for outstanding performance is known as a “triple.” Performance measures are tied to sales production. Payouts begin for below-target performance and may or may not have a performance threshold. A preferred performance distribution features two-thirds reaching and exceeding quota and one-third not reaching quota. Sales management helps achieve this performance distribution through effective quota setting. These plans avoid pay caps. Ten percent or fewer of individuals will exceed the triple upside earnings level. Management accomplishes this upside earnings control through sound formula construction and effective quota assignment. When communicating to participants, sales management presents the target total compensation, the base pay, and the formula to earn and exceed target compensation.

• 2× Capped Plans: Stated as a percentage of base salary, a 2× Capped plan percent bonus targets vary from as low as 10 percent of base salary to as high as 100 percent of base salary, depending on the job level. Most management incentive plans (MIPs) use 2× Capped plans. Target bonus and target base salary combine to equal total target cash compensation with payouts tied to a combination of corporate, business unit, and individual performance results. Participants can earn payouts for below-target performance. 2× Capped plans provide twice the target earnings as an upside opportunity for outstanding performance. Most management bonus plans have a high performance threshold and usually don’t have any restriction on the number of participants who receive a payout, but most plans cap the upside at 2 times the target incentive percent. Sales support jobs and consumer package goods sellers often participate in a 2× Capped plan.

• Add-on Plans: Management uses add-on pay plans in a variety of circumstances. While gainsharing plans tend to be all-inclusive, add-on plans target specific work units, jobs, or people. Add-on plans provide a target dollar earning or a target percentage of base salary for accomplishment of pre-established goals. Some add-on plans are permanent and ongoing, for example, “10 percent of base salary paid to the most productive top 10 percent of customer service representatives.” Other add-on plans serve short-term purposes such as contests and special program incentive funds (SPIFs). They fit numerous situations and provide additional pay for individual or unit performance. Payouts occur only for above-goal performance and average 5 to 10 percent of base salaries. While normally very effective, addon plans have downside risks. Too many duplicate plans, excessive payments, inappropriate goals, and inconsistent eligibility criteria can weaken add-on plans.

• Gainsharing: Corporate gainsharing plans help drive overall corporate success by tying payouts to corporate results. Gainsharing plans have no pay at risk and therefore present no downside cost to the employee. Most corporate gainsharing plans tie payouts to a percentage of corporate revenue or profit. In this manner, management shares the incremental gain with employees on a prespecified proportional basis. Sometimes local management will use a gainsharing plan to help boost productivity. Generally, all employees participate in the gainsharing plan with no restriction on the number of employees who can receive a payout. Normally, participants earn no payout unless the company or unit reaches its stated goal. Gainsharing plans target between 3 and 8 percent of base salary for payout purposes, although this number varies by company and wage inflation trends. These programs tend to surge in popularity every 10 to 15 years. Gainsharing plans have a mixed history of success. The most successful programs succeed as a result of high-level commitment by corporate leadership. Unfortunately, gainsharing plans fail when participants view the program as an entitlement. An entitlement perspective produces the following results: Payouts in good years garner only modest satisfaction, while no payouts in bad years produce significant dissatisfaction.

INCOME PRODUCERS VERSUS SALES REPRESENTATIVES

It is easy to confuse the income producers with sales representatives and vice versa. Income producers and sales representatives are very much alike. They sell products to customers. They both earn incentive compensation for sales results. They even share similar commission formula types. However, the underlying economic principles differ between income producers and sales representatives. Income producers split a portion of their commission—sales transaction earnings—with their employer. For example, stockbrokers earn a commission on every buy or sell transaction. Part of the commission is paid to the stockbroker—the income producer—and part to the brokerage house. Often, income producers receive no base salary or a modest draw. Sales revenue provides the funding for income producer payments. Competitiveness of pay is evaluated by comparing commission rates, and actual compensation levels are less relevant. In fact, employers encourage high earnings as additional dollars are shared between the employer and the income producer. The more the income producer makes, the more the company makes. Scant attention is given to high or low payments. Over the long run, macro labor market trends make adjustments to income producers’ earnings by increasing or decreasing the number of income producers working in the market, and, as a result, employment levels closely mimic the expansion and contraction of income-producer markets.

On the other hand, the underlying economic model for sales representatives differs from income producers. Sales management identifies a Total Target Cash Compensation and performance expectations for the sales representative job. Sales management calibrates incentive formula and quota levels to ensure that payouts conform to expected performance distribution for minimal, target, and outstanding pay expectations.

Whereas the income producer’s pay level is managed by sales production multiplied by the commission rate, the sales representative’s pay is always managed as compared to a preferred target compensation level. As a sales representative performs against target performance, a portion of the incentive compensation is awarded—low performance earns low pay, and high performance earns high pay; all are measured in relation to the target incentive amount.

The relationship of pay and sales volume is usually linear for income producers. As Figure 2-2 illustrates, the more products sold, the higher the payout.
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Figure 2-2 Relationship between earnings and sales volume for income producers.
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Figure 2-3 Relationship between earnings and sales volume for sales representatives.

However, the relationship between earnings and volume is not linear for sales representatives as shown in Figure 2-3. Earnings increase as sales volume increases, but at a decreasing rate.

When compared to Figure 2-4, the pay lines for income producers and sales representatives clearly differ.

Labor market practices continue to provide higher pay levels to sales representatives, but at a decreasing rate as compared to sales production volume. The job level structure embeds this declining proportional value of target pay versus the production volume. Figure 2-5 demonstrates that target pay continues to increase in each job, but at a decreasing rate.

We will examine more income producer pay issues later in the book. Let’s now return to sales representative issues.
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Figure 2-4 Comparison of earnings versus volume for income producers and sales reps.
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Figure 2-5 Decreasing rate of pay increases at various job levels.

ABOUT SALES COMPENSATION CONCEPTS

In this next section, you will find highlighted boxes featuring sales compensation concepts. Each concept states a best-practice solution.



	Key Concept: Sales Representatives Self-Fund Their Sales Compensation Payments. While sales revenue funds sales compensation payments for income producers, sales representatives fund their own sales compensation program. This occurs as the sales compensation program redistributes the at-risk monies. Better performers make more than their target at-risk incentive pay, and poor performers make less than their at-risk target incentive pay. While the math does not always fit perfectly—sometimes more is paid, sometimes less is paid—the concept is clear: Sales representatives collectively fund their sales compensation plan through redistribution of the target at-risk incentive compensation dollars.




The remaining material in this chapter addresses design elements for sales representatives. We will revisit sales compensation design choices in Chapter 5, “Formula Types.”

SALES COMPENSATION DESIGN ELEMENTS
FOR SALES REPRESENTATIVES

Sales compensation design elements are the building blocks of effective sales compensation plans. Each sales compensation plan is the summation of decisions made about these design elements. The design elements are as follows:

• Eligibility

• Target total cash compensation

• Pay mix and leverage

• Performance measures and weights

• Quota distribution

• Performance range

• Performance and payment periods

Decisions about these design elements must be made before selecting the appropriate formula.

All sales compensation plans for sales representative jobs share these same design elements. A company can build a coherent overall sales compensation program by adopting one set of design principles for all design elements. Sales management can then apply these design principles to all sales jobs when building job-specific sales compensation plans. In this manner, sales management creates a sales compensation program consisting of individual sales compensation plans; yet each plan is consistent with the company’s design principles.



	Key Concept: Sales Compensation Plans Should Equal the Number of Sales Jobs. Sales compensation follows sales job design. Sales compensation supports the sales management objectives for each sales job. Sales compensation plans are not designed for individual salespeople unless the individual is a single incumbent for a job. The number of unique sales compensation plans should be equal to the number of unique sales jobs.




ELIGIBILITY

Which jobs should be eligible for sales compensation? There are many different types of jobs within the sales department. Not all of them should be eligible for sales compensation plan participation. Establishing a job eligibility policy will resolve confusion regarding which jobs and their incumbents should participate in the sales compensation program. This decision about sales compensation plan eligibility does not preclude noneligible jobs and their incumbents from participating in other incentive plans such as gainsharing, add-on plans, and management bonus plans. The most common eligibility criteria require job incumbents to (1) have customer contact and (2) persuade the customer to act in a positive financial benefit to the company. Of course, this would include salespeople, telesales, channel sales representatives, and many other customer contact personnel. It would usually exclude such jobs as the district manager’s secretary or headquarters product managers.

However, companies do adopt different practices than the one stated above. Some companies are more expansive with their eligibility rules and other companies are more restrictive. Regardless, a company needs to establish the criteria for sales compensation eligibility. Absent such a policy, ongoing confusion about which jobs are or are not eligible for sales compensation will arise.

Sample Eligibility Policy: For a job to be eligible to participate in the sales compensation program, the incumbents must (1) have customer contact and (2) persuade the customer to act in a positive financial benefit to the company.

Your Eligibility Policy:

_________________________________________________________________________________________________________

_________________________________________________________________________________________________________

TARGET TOTAL CASH COMPENSATION

Sales personnel who reach expected performance earn Target Total Cash Compensation (TTCC). Depending on individual performance, some sales representatives will earn more and some will earn less.

Using survey data and applying management judgment, management establishes a TTCC for each job.

The total remuneration for sales jobs includes the following cash and noncash components:

• Base salary: Most sales representatives receive a base salary.

• Sales compensation: Sales compensation is the variable pay tied to sales performance.

• Benefits: Sales representatives participate in the company’s benefit programs.

• Contests/SPIFs: Management uses add-on contests and SPIFs, or special program incentive funds, to reward special efforts.

• Recognition events: Most companies provide a special annual recognition event for outstanding salespeople.

• Expense reimbursement: Expense reimbursement pays out-of-pocket costs of sales representatives.

Target total cash compensation includes both the base salary and the sales compensation components. It excludes benefits, contests and/or SPIFs, recognition events, and sales expense reimbursement.



	Key Concept: Don’t Overpay or Underpay for Sales Performance.



	For sales representatives, don’t significantly overpay or underpay for sales performance as compared to market practices. High pay will incur excessive sales costs, while underpayment will escalate costs in other areas such as low productivity, high turnover, and poor morale. Ensure market comparisons are consistent with the range of sales performance by matching expected payouts to the survey data for the 25th, 50th, and 75th percentile of market payout amounts.




Setting the correct TTCC requires collecting accurate external pay data and making judgments regarding internal equity among all the sales jobs, and perhaps other jobs within the company.

Some companies prefer to take a more aggressive competitive pay position as compared to labor market rates, while others prefer to be more conservative. Regardless, sales management needs to review and manage TTCC consistently from year to year. This includes capturing external labor market data from reliable survey sources on an annual basis and making necessary adjustments to target pay levels.

Sample Target Total Cash Compensation Policy: Set the TTCC for each job at the 60th percentile of market practices as presented in the annual industry survey. Payouts for poor performers will be equal to the 25th percentile of pay; top performers will earn payouts equal to or greater than the 90th percentile of labor market rates.

Your Target Total Cash Compensation Policy:

_________________________________________________________________________________________________________

_________________________________________________________________________________________________________

PAY MIX AND LEVERAGE

Pay mix and leverage together provide the range of pay opportunities based on sales performance.

• Pay mix: Pay mix splits TTCC into two components: base salary and target incentive amount. We express pay mix as a percentage split with the first number representing the base salary and the second number representing target incentive amount:

Base Salary/Target Incentive
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For a TTCC of $100,000, the 90/10 pay mix provides a target base salary of $90,000 and a target incentive opportunity of $10,000. A pay mix of 75/25 for the same TTCC of $100,000 provides a target base salary of $75,000 and a target incentive opportunity of $25,000.

Pay mix varies by job content. Generally, as the relative influence of the sales representative increases, the lower the base salary component and the higher the target incentive amount. For example, a new account territory sales job might have a pay mix of 60/40 whereas a major account sales job might have a pay mix of 80/20. The average pay mix for business-to-business territory sales representatives in the United States is approximately 70/30. However, there is a wide variance to this national norm.

Figure 2-6 shows different levels of pay mix with 100/0 having no pay at risk and 0/100 with 100 percent of the TTCC at risk.

• Leverage: Leverage is a mathematical expression for the upside earning potential for a sales job. We express leverage as a multiplier of the target incentive. The most common leverage is known as a “triple.” For notation purposes, it is normally written as “3×.” Do not confuse leverage as a pay cap. The leverage amount provides an upside earnings estimate for the best performers. For definition purposes, we define best performers as the 90th percentile of performance among all job incumbents. In other words, the best performers receive three times the target incentive for outstanding sales performance, defined as the 90th percentile of sales personnel for that job.

[image: Image]

Figure 2-6 Various levels of pay mix.

The triple rule of leverage (3×) is a shorthand method to replicate what takes place in the labor market. However, certain companies will intentionally pay more than a triple leverage, such as 3.5× or 4×, to provide more aggressive pay for their top performers. Or they will pay less than a triple leverage, say 2.5×, for their top performers, presuming the labor market does not support 3× for the best performers. The company does not need to pay market pay levels. As with any target pay level, management judgment is the ultimate source for setting upside incentive opportunity. However, labor market practices for 75th and 90th percentile of the labor market pay levels provide an excellent reference point for evaluating a proposed leverage.

Pay mix and leverage provide the range of pay opportunities available to sales personnel.

Figure 2-7 shows the complete relationship among the following components: target total cash compensation, base salary, target incentive, upside incentive, pay mix, and leverage.

Sample Pay Mix and Leverage Policy: Each job has its own pay mix depending on degree of personal influence configured into the job design. Territory sales jobs will have a pay mix of 70/30 and major account sales jobs will have a pay mix of 80/20. The leverage for individual contributor sales territory jobs will be 3×; overlay specialists 2.75×; and first-line sales supervisors 2.5×. The leverage for new market sellers is 3.5×.
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Figure 2-7 Relationship among compensation components.

Your Pay Mix and Leverage Policy:

_________________________________________________________________________________________________________

_________________________________________________________________________________________________________

PERFORMANCE MEASURES AND WEIGHTS

The art of designing effective sales compensation formulas rests with the discipline of selecting and weighting the right performance measures. The selection of the performance measures for inclusion in the sales compensation plan marks the point where strategy translates into tactics. When sales management selects a performance measure for the sales compensation program, then sales leadership officially sanctions that measure.

Once the leadership team selects the performance measures, the next step is to establish the relative importance of each measure. This is done by weighting the performance measures. Below, we examine concepts related to selecting and weighting of performance measures.

Selecting Performance Measures

The uniqueness of any sales compensation rests with its performance measures. There are dozens of different types of performance measures, but the most common and most practical fall into five major categories:

• Volume production measures: Volume production measures are the most popular and appropriate performance measures for sales compensation purposes. Production measures include three categories: sales revenue (purchase, continuing, renewed, and estimated), profit dollars (gross margin, contribution margin), and items (units, contracts, and design-wins).

• Sales effectiveness measures: Sales effectiveness measures help improve sales results by focusing sales efforts in the areas of product (balance, mix, launch, cross-sell, packages, solutions), accounts (new, retained, penetrate, growth, win-back), orders (close rate, size, length of contract, linearity, and receivables), and price management (discounts, rebates, realization, and percent change).

• Customer impact measures: Customer impact measures evaluate sales satisfaction (customer surveys, number of complaints) and loyalty (order persistency, market share, and comparative loyalty survey scores).

• Resource utilization measures: Resource utilization measures confirm the effective use of resources including the following measures: productivity (cost per order dollar, quota sales loading), channels (partner success, partner participation rates, outlet performance), and subordinates (for supervisors—balance performance, turnover, and new hire ramp rate).

• Weighting performance measures: Senior management confirms the importance of each performance measure by allocating a portion of 100 percent to each of the measures.



	Key Concept: Use No More Than Three Output Measures in a Sales Compensation Plan. Sales compensation plans work best with three or fewer performance measures. Limiting performance measures ensures that those selected get the full attention of the sales force. Use output measures tied to actual sales results and avoid input measures such as presales activity measures, for example, number of sales calls or proposals written.




Performance Measures
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No single measure should be worth less than 15 percent. The summation of the weights always equals 100 percent. Each job has its own unique set of performance measures and weights.

Sample Performance Selection and Weighting Policy: A sales compensation plan will have three or fewer output performance measures. No measure will be worth less than 15 percent of the total weighting. The primary measure of sales success is net sales revenue performance less service contract revenue. All plans will have a customer loyalty measure representing 15 percent of the value of the incentive plan.

Your Performance Selection and Weighting Policy:

_________________________________________________________________________________________________________

_________________________________________________________________________________________________________

QUOTA DISTRIBUTION

Quota distribution establishes the desired difficulty of quotas. If quotas are too easy, the sales compensation plan might overpay. If quotas are too difficult, the sales compensation program could underpay. A preferred quota distribution target is to have two-thirds of the salespeople reaching and exceeding quota and one-third not. This distribution of performance allows for the cross-funding of upside pay to high performers by shifting a share of the low performer’s target incentive pay to the better performers.

This distribution of two-thirds over quota and one-third below quota is a target distribution outcome. In some years, the distribution may be skewed in one direction or the other. However, over the long run, the distribution should favor the split of two-thirds exceeding quota and one-third not exceeding quota.
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Figure 2-8 The two-thirds/one-third quota distribution split.

Figure 2-8 shows this preferred two-thirds reaching and exceeding quota and one-third not reaching quota.

A more mathematically rigorous model might suggest a target of 50/50 quota distribution, with 50 percent exceeding quota and 50 percent not reaching quota to ensure that the cross-funding of below-quota performers and above-quota performers is in balance. However, due to the use of thresholds and the impact of terminations, the two-thirds versus one-third model seems to provide the right cross-funding balance.

Record-breaking unit sales, bad quota performance. The sales force for a contact lens company had broken all unit sales records. However, the VP of Sales had to contend with a morale problem because only 5 percent of the sales personnel reached sales revenue quota. Even though the company was being lauded for its sales prowess, fewer than 5 percent of sales personnel would earn target incentive pay. A price war on contact lenses ignited dramatic sales growth. Because quotas were established and measured in revenue, sales success—defined as revenue performance—dropped as the company took substantial market share by using a low price strategy. They sold a lot more lenses at lower prices, but still did not hit their revenue goals. High unit sales success could not offset the lower price per unit. Sales personnel could not reach their sales revenue goals.

Preferred Solution: The price collapse negated the basic premise of the quotas. In this case, sales management needed to terminate the old plan and redesign a new plan with new quotas to match the company’s emerging market dynamics.

Sample Quota Distribution Policy: The summation of all quota assignments should equal the company budget forecast. Quota distribution targets two-thirds of all sales personnel for a job to reach and exceed quota, and one-third not to reach quota.

Your Quota Distribution Policy:

_________________________________________________________________________________________________________

_________________________________________________________________________________________________________

PERFORMANCE RANGE

Performance range specifies the low and high spread of performance for payment purposes. The low point of this range represents minimal performance where performance below this level should not receive incentive payment. The high point of this range represents excellent performance where outstanding performance should receive outstanding pay, such as 3× leverage. The performance range of a measure differs from one measure to another, from one job to another, from one company to another, and from one industry to another. As an example, the performance range for an established consumer product is normally very narrow. Salespeople will find it unlikely to sell above 105 percent of goal. Likewise, the chance of falling below 95 percent of goal is also remote. Mature consumer products have a very predictable and narrow performance range. On the other hand, new growth industries might have a very wide performance range. As an example, sales of 200 percent over goal might be the norm for exceptional performance while 50 percent of goal might be considered typical minimal performance. Each performance measure has its own performance range. Sales management can best determine the performance range for a given measure by examining its historical range.
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Figure 2-9 Sample threshold performance range—from 70 to 145 percent.

In Figure 2-9, the performance range is from 70 to 145 percent. Low performers (10th percentile) perform at or below 70 percent to quota. Excellent performers achieve 145 percent of quota where the top 10th percentile will perform and should receive outstanding pay.

In Figure 2-10, the performance range is 80 percent for low performers and 120 percent for excellent performers.
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Figure 2-10 Sample threshold performance range—from 80 to 120 percent.

Sales management needs to identify the performance range for each measure in each sales compensation plan. As we learn later, we will use this information to build the sales compensation formula rates.

Sample Performance Range Policy: Threshold and excellence performance levels will be set for each performance measure. Threshold reflects the lower 10 percent of performance, and excellence represents the top 10 percent of performance.

Your Performance Range Policy:

_________________________________________________________________________________________________________

_________________________________________________________________________________________________________

PERFORMANCE AND PAYMENT PERIODS

Performance periods and payment periods work together. Sales management sets the performance period for each formula measure—the length of time between performance measurement periods. This window of time can be a week, month, quarter, or even as long as a year. Shorter sales cycles generally have shorter performance periods; longer sales cycles generally have longer performance periods. The payment period determines when the incentive payment occurs. Normally, the performance period and the payment period are the same, for example, measured and paid quarterly. Additionally, performance and/or payment periods can be discrete or cumulative.

• Discrete: Discrete performance/payment periods stand alone for measurement and payment purpose. For example, a sales compensation plan that pays “monthly discrete” treats each month as a stand-alone measurement and payment period. No previous or future month’s performance will affect the payout for an individual month. Use less than annual discrete measurement periods when sales cycles are short and sales personnel have no flexibility or self-serving motivation to move orders from one period to another.

• Cumulative: Use a cumulative performance/payment period when you want the salesperson to be paid at more frequent intervals than the ultimate measurement period. As an example, “paid quarterly on cumulative year-to-date performance” provides payouts each quarter based on year-to-date performance.

Figure 2-11 displays both discrete and cumulative performance measurement and payment periods.

As the cumulative period to date, Performance/Payment periods demonstrate in Figure 2-11, the salesperson always carries the responsibility for year-to-date performance even though payouts are being made on a quarterly basis. Each quarter, the year-to-date performance and incentive are calculated. To make the quarterly payments, any previous quarterly payments are subtracted from this year-to-date amount before the final payment for the quarter is made.
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Figure 2-11 Discrete and cumulative performance measurement and payment periods.

A sales compensation plan might have several formula components. Some might be paid with a discrete performance/payment period while others might be paid with cumulative period-to-date performance/payment period.

Sample Performance/Payment Period Policy: Sales personnel are responsible for year-to-date sales performance. More frequent payouts can be made on a cumulative year-to-date basis.

Your Performance/Payment Period Policy:

_________________________________________________________________________________________________________

_________________________________________________________________________________________________________

SUMMARY

A company needs to establish sales compensation principles of eligibility, target total cash compensation, pay mix and leverage, performance measures and weights, quota distribution, performance range, and performance and payment periods to effectively manage sales compensation practices. As markets, products, and corporate objectives change, so will sales jobs and their supporting sales compensation plans. By documenting the company’s overriding principles, the process of sales compensation design should create plan designs consistent with corporate principles, but aligned with sales unit goals.




End of sample
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Step 5

Caleulate guaranteed
minimum incentive
amount

Step 6
Caleulate payout for
quarter

Add sales in all quarters to
date.

Add contracts in all quarters
o date.

Lok up cumulative sales
and cumulative contracts
performance in Table A-5
below 10 obtain commission
rate.

Multiply commission rate
by cumulative number of
MWHSs.

Look up cumulative payout
guaranteed for quarter

on guaranteed incentive
table. If cumulative
guaranteed payout is
greater than incentive
commission earned, then

take as cumulative incentive

carned.

Subtract previous quarter
earnings from cumulative
incentive eamed.

Sales in all quarters to date
are quarter 1 sales of 40,000
MWH

Contracts i all quarters to
date are quarter 1 contracts
of 10.

Performance not on table
because 40,000 is less than
80,000 MWH threshold.
Hence, no commission rate
applies, and no commission
incentive is earned.

Not applicable since no
‘commission incentive earned.

Guaranteed minimum for
quarter 1 is $8,750.

No previous quarters, so
camings are $8,750.






ops/e0122-02.jpg
A compensation
B performa:

payout rate (slope)
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Component

Part 1. Annual Target Incer
Target 525,000
Incentive
Bonus pald as a percent of target incentive:
Part2:
Bonus Bonus Payout Rate
Rate Below Quota Each 1% of quota, 1% of target incentive
Ator Above Quota  Each 19 of quota, 2% of target incentive
Product mix mulipler is applied to the Bonus Rate payout:
Parts:
Multpler Number of Product Mix
Products. Multiplier Times
Reaching Goal Bonus Payout
5015 120%
dof5 110%
30i5 100%
2015 20%

Tof5 5%
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Component

TargtTou Jot: Serior Account Manager
Gompensaton Toul Compansaton Aange S8B000-$120 000122000
oy Wik o o 7000

[ p— A T

Raonos | wooo0 | 5w | swoso | sose0 | sz
Toa
Conpereaton [r rangor] w0000 | 3 | s oo | soaseo | serson
Range

ot | zoo | 2% | swnsao | sases | sawsse

Wrago | 1sem | s | sors | smen | sz






ops/e0122-01.jpg
compensation
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performance. . PYY
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Percent of Quarterly Target Incentive

800 | 983 | 116.7 ] 1350 ] 1533 | 190.0 | 226.7 | 2633 | 3000
Excellence 7667 | 850 | 103.3 | 121.7 | 140.0 | 169.6 | 199.2 | 2288 | 258.3
533 | 71.7 | 90.0 | 108.3 | 1267 1492 | 1717 | 1942 | 2167
400 | 583 | 767 | 950 1133|1268 | 1442 1596 | 1750
Sales Vokaia! T 267 | 450 | 63.3| 8171000 1083 | 1167 1260 | 1333
les Volume  Target
%toTarget 1000 | 200 | 348 | 496 644 | 792| 675 958 1042|1125

133 | 206 | 358 47.1| 683 667 750 833 817
67 | 144 | 221 208| 75| 458| 542 625| 708
Threshold | 00 | 42 | 83| 125| 67| 250] 33| 417] 800

Threshold Target—100% Excellence

Price Realization
% to Target
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Example 4: Payouts begin when both MWH units and number of contracts

(Quarterly are over threshold levels. If no commission is eared, a portion
Payout of the guaranteed amount will be paid out each quarter when
Caleulation thresholds are not reached. Payout for each quarter is the
Notes) cumulative incentive earned to-date in the year, less previous
payout amounts.
Asumptions:  Assume:
* Q1 unit sales of 40,000 MWH, in 10 contracts

* Q2 unit sales of 48,000 MWH, in 12 contracts
Q3 unit sales of 32,000 MWH, in 15 contracts
Q4 unit sales of 40,000 MWH, in 10 contracts
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Major Account
Manager

Total
Compensation

Account Executive
75 Sales Representative

Territory Representative

Sales Volume





ops/f0079-01.jpg
High

Target
Compensation Compmission Rate
X % of Sales Production
Low

Low High

Balos Prothielon
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w

Total Target 595,000
1 | Compensation
2 | Pay Mix 70530
3 | Leverage 3%
Pay Base Salary $66,500 (595,000 % 70 = $66,500]
4 | Opportunities | Target Incentive:  $28,500 (895,000 % .30 = $28,500]
Outstanding Pay:  $152,000 (528,500 X 3 + $66,500 =
$152,000)
Measares and_| Sales Volume: T00%
5 | weights
Quota MeelExceed Target:  60%-—70%
6 | Distribution | Below Target 30%-40%
Performance | Threshold 50
7 | Expectations | Torget Performance: ~ 1,000,000
Excellence: $2,000,000
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Team Member Incentive Plans

Jobs Incentive Elements

Account Manager Total Account Sales Volume*
Account Profitabilty
Individual KSOs

Sales Representatives  Total Account Sales Volume*
Assigned Unit Sales Volume
Individual KSOs

Pre-Sales Support Total Account Sales Volume*
Individual KSOs

Customer Service Total Account Sales Volume*
Individual KSOs

*Shared goal among all team specialists

Weighting
60%
25%
16%

45%
40%
15%

75%
25%

75%
25%
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High

Compensation

Target

Base Salary

Threshold

5250
Sales Production

S30M

Maximum (cap)
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Percent Target

Payout Amount

Cumulative Payout

Quarter Earnings Guaranteed Guaranteed Guaranteed
1 100% $6,750.00 $ 675000
2 75% $6,562.50 $15,312.50
3 50% $4,375.00 $19,687.50
4 25% $2,187.00 $21,875.00
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Component

Commission Schedule

Par 1. ‘Base Salary/Year
Base Salary $45,000
Sales Commission
Panz; Bate
Commission To Threshold Fize 0%
Rate 15t Commission Rate $1.25M to S2.4 7%
2nd Commission et 52.5M over S3.0M o
Maximum Over $3.0M o%
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1 [Total Target $80,000
Compensation
Pay Mix 8020
Leverage 3%
4 |pay Base Salary Range
Opportunities Minimurm $51,200 (§64,000 .8 = §51,200
Midpoint $64,000 ($80,000 .8 = §64,000
Maximun: $78,000 (864,000 X 1.2 = $78,000)
Target Base Salary $64,000 (880,000 X .60 = $64,000)
Target Incentive: $16,000 ($80,000 % .20 = $16,000)
Outstanding Pay $112,000 (516,000 X 3 + $64,000 =
$112,000)
5 |Measures and [ Sales Volume: 100%
Weights
6 |Quota Meet/Exceed Target 60%-70%

istribution | Below Target 30%-40%

7 |Performance | Performance Range

Expectations Percent to Goal
Revenue
Threshold: 75%
Targe Performance: 100%
Excellence Performance: 125%
8 [Assign Pay | Total Pay Opportunity
Opportunities
to Components mulative
Performance | Threshold: $64,000 (Base Salary)  $64,000
Expectations | Targe Incentive: $16,000 580,000

Excellence: $32,000 $112,000
Outstanding Pay)
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$12,500

$1.000.000 = $5060.000 < 100 = 2.5%
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$25,000

$1.500.000 — $1.000.000 100 =

0%
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Customer Variables Sales Process.
Domand | Buysr | Purchase | Odor | Customer
Segment | Specilzation | Gl | igonicaion | Commitment | Fultiment | Sorv
Straifiod
Now Product
Accounts [ Tndusiry
Geographic
ratied
Existing Product
Accounts [ ndusry
Geograpic
Satiied
Channet Product
Partners dustry
Geographic
rattiod
Channel Product
End Users [ Tndustry

Geographic
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Target Compensation $140,000
Pay Mix (%) 80/20
Target Compensation 528,000
Quota Payout Expressed As ...

140.00% 75% 300.00% $84,000
135.00% 69% 275.00% $77.000
130.00% 63% 250.00% $70,000
125.00% 56% 225.00% $63,000
120.00% 50% 200.00% $56,000
115.00% 44% 175.00% $49.000
110.00% 38% 150.00% $42,000
105.00% 31% 125.00% $35,000
100.00% 25% 100.00% $28.000
95.00% 23% 90.00% $25,200
90.00% 20% 80.00% $22,400
85.00% 18% 70.00% $19.600
75.00% 13% 50.00% $14,000
70.00% 10% 40.00% $11,200






ops/t0027-01.jpg
These two percentage amounts added together always equal 100 percent.

Examples

90710
75/25

Base Salary = 90% of TTCC
Target Incentive = 10% of TICC
Base Salary = 75% of TTCC

Target Incentive = 25% of TTCC
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Target Total
Compensation
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Component Linked Variable Commission—Product Rates With Hurdle

Hurdle: Al products must be at 75% of quota before the second commission
fate on any product becomes avallable.

Commission
Rate

Product Categories
Digital  Component _Service
Products  Assemblies Contracts
15t Commission Rate 4% 10%
2nd Gommission Rate 6% 3% 18%
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Minimum pay (base salary) $ 50,000
Target total cash compensation $100,000
Outstanding pay $200,000
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$12,500

$500.000 — $250.000 < 100 = 5%
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$50,000

$750.000 = $500.000 < 100 = 10%
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Component Base Salary Range

Grades Sales Salary Range
Base Salary

Range Grade | T-Comp | Title |PayMix| Min | Mid Max

I

B85 | 5000 [sates suppor| 3020 [ angon [ 52000 | 2000

5000 | Feldarker| gsns 55250 | 66300

9500 [temtory Rep| 6040 | 45600 | 57000 | asion
Ess | 95000 [crameire| 550 [ 53200 | 66500 | 9500
osova | Nemed | oz | osoo [ 76000 | 91200
120,000 Major 7525 | 67,500 90,000 | 101,250

E87
120000

w020 | 7600 [ 96000 [ 115200
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Component

Individual & of the trading eamings is paid to the trader
Commission
Traders' 25% of all rading earmings are accumulated in the Traders' Pool
Pool

Title Portion of Traders’ Pool
Senior Traders 50%—divided equally
Traders 35%—divided equally
Trading Assistants  15%—dwided equally
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Component

‘Base Salary Range
Minimum - Widpoint  Maximum
o228 | Account Manager S Gom oo
el | Sales Representatives S0 Sooox S
o Presales Support $XX, 0K $x00000 Sx000
Customer Service Sooex  Seox Seoox
Annual Sales Team Award
Percent of Base Salary Midpoint
3650 [4s 26 [ 68 [74 88 [o1 100
2605 [ 44 [5a 61 6o 76 |84 o1
25 a1 a0 |40 s06a]70]76] 60
1928 [0 [ 45 5450 64 [60] 74
N Salos
U= [ -3 73 TN YR N TN TR T TS
e 0ol ol0lailasas]s0]s6
oo [0 [0 ls0 a6 40 44 4s
o o [0 [0 l2¢lanlarlas a0
o To T ol olts[tolealzs a0
Target

Performance
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Total
Compensation

Sales Volume





ops/f0138-02.jpg
Assign Pay
Opportunities
to
Performance
Expectations

Total Pay Opportunity

Components Cumulative
Threshold: $45,000 (Base Salary) $45,000
Target Incentive:  $15,000 $60,000
Excellence: $30,000 (Outstanding Pay)  $90,000
Pay Components by Performance Measure

Sales Volume Gross Margin

Resul Pay  Reslt  Muliiple

Threshold: $ 0 S 0 2% (5 4500°
Target: $ 750,000 $15000 26% S 0
Excellence: $1,500000  $30000  31%  $15,000

+$4,500 is potential monies at isk for performing between 23%
and 26% gross margin. Amount to be deducted from sales volume
commission dollars

Calculate
Formula

Sales Volume Commission Rates

15t Commission Rate

15,000
5750000

%100 = 2.0%
2nd Commission Rate

X 100 = 2.0%

o X 100 = 2.0%
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1 [Total Target 560,000
Compensation
Pay Mix 75/25
Leverage 3x
4 |pay Base Salary Range
Opportunities Minimum:  $36,000 (545,000 X 80 = $36,000)

Midpoint:  $45,000 (860,000 X .75 = $45,000)
Maximum:  $54,000 (545,000 X 1.2 = $54,000)
Target Base Salary:  $45,000 (75% of $60,000)

Target Incentive:  $15,000 (25% of $60,000)
Outstanding Pay: $90,000 (15,000 X 3 + $45,000) = $90,000
5 [Measures and | Sales Volume: 70%  $10,500 ($15,000 x .70) = $10,500
Weights Gross Margin Percent: 30% _§ 4,500 (§15,000 x 30] = § 4,500
6 |Quota MeelfExceed Target:  60%-70%
Distribution _| Below Target 30%-40%
7 |performance | Performance Range
Expectations Gross Margin
Revenue Percent
Threshold: $ 0 23%
Target Performance: $ 750,000 26%

Excellence Performance:  $1,500,000 31%
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1 [Total Target $120,000
Compensation
2 [Pay Mix 7030
Leverage 3%
4 |ray Base Salary Range
Opportunitics Minimum $ 67,200 (384,000 X .8 =$67,2200)
Midpoint $ 84,000 (120,000 X .7 = §84,000)
Maximum: $100,800 (884,000 X 1.2 = $100,800)
Target Base Salary $ 64,000 ($120,000 X .7 = $64,000)
Target Incentive: $ 36,000 ($120,000 X 3 = $36,000
Outstanding Pay: $192,000 (836,000 X 3+ $84,000)
5 |Measures and [ Sales Volume: 50%
Weights Price Realization: 50%
6 Meet/Exceed Target 60%-70%
Below Target; 30%-40%
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More
Global

More
Local

Percentage

World Not
Program | Global | Country | Region |Combination | Applicable
Design 5393 | 2135 | 13.48 225 599
Principles
[Approval 5233 1977 | 1628 349 814
Formula 4205 | 2727 | 17.05 455 9.09
Pay A 3T | 1444 333 1000
Philosophy
Measures 37.65 | 2588 | 2000 5.66 1059
Job Grades | 3605 | 2558 | 17.44 349 1744
Automation | 3256 | 2558 | 17.44 5581 16.60
Quota 2471 3176 | 2118 1176 1059
Method
Pay Mix 2299 | 3333 | 2529 920 920
Payout 2674 | 3721 | 2093 698 814
Admin
PaySuveys | 2135 | 3933 | 2022 674 1236
(Quotas 1294 | 4353 | 1529 1520 1294
Assign

Source: Sales Compensation Trends Survey, The Alexander Group, Inc.
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# #2 #3 # #
Demand Buyer Purchase Order Customer
Creation {dentiication mitment NN Service
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X 100 = 22%
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$163,125 — $116,250

$750.000 = $562.000 < 100 = 25%





ops/e0129-01.jpg
$75,000

mx 100 = 20%
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Performance
Expectations

Performance Range
Percent to Goal

Revenue
Threshold: 60%
Target Performance: 100%
Excellence Performance:  140%

Assign Pay
Opportunities
to
Performance
Expectations

Total Pay Opportunity

Components mulative
Threshold. $84,000 (Base Salary) $ 84,000
Target Incentive: $36,000 $ 36,000
Excellence: $72,000 $192,000

(Outstanding Pay)

Pay Compensation by Performance Measure

Sales Volume Price Realization
Result* Py Resul Pay
Minimun; 60% $ 0 9% s 0
Target: 100%  $18000  100% $18,000
Outstanding:  125%  $36,000  110% $36,000

*Sales results are expressed as a percent of quota performance
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Component

Par T Base Salary/Year
Base Salary $75,000
Part2: | Bonus paid as a percent of base salary.
Bonus
‘Schedule Sales Performance Bonus: % of
Percent to Goal Base Salary
150% and over 105%
125% 10 149% 85%
110%t0 126% 65%
105% to 109% 50%
100% to 104% 35%
90%t0 99% 15%
80%t0_89% 5%
Below 80% o
Paia | Dropn Commission Rale (per Net Sales Revenue]
Drop-in
Commission Sales Volume Betweon
Rate '$2.000,000 and $5.000.000

Drop-in Commission Rate 15%
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Bonus Formula Example

Incentive Payment at

Territories Sales Volume 100% to Quota
Territory A $4,500,000 $40,000
Territory B $2,300,000 $40,000

Territory C $9,300,000 $40,000
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Component p 0.2 Col o
Quota Incentive
Commission Performance Rate
Rates 15t Payout Rate 0-100% 1% of Base for 1% of Quota
2nd Payout Rate Over 100% 3% on Al Sales
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# #2 3 #5
Demand Buyer Purchase Customer
Creation {gentiication,////Commitment, Service.
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$60,000

§2.500,000 * 190 =240%

Sales Representative A ICR

$58,000

$1900.000 * 100 =3.05%

Sales Representative B ICR
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Component Commission Ramped with Base Salary

Part 1. Base Salary/Year
Base Salary $55,000
Sales
Part2:
Commission 15t Commission Rate To$2.0M
Rate 2nd Commission Fate Over §2.0M
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High

Compensation
Target

Baso Salary

Low Target High

[ ——





ops/f0067-02.jpg
High

Compensation

Target

Low

Low

Target

Raleh Prodacion

High
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Component

Part 1. Annual Base Salary.
Base Salary $80,000
Bonus pald s a percent of base salary:
Part2:
Bonus Sales Performance Bonus: %
Schedule
150% and over 105%
125% 10 149% 85%
110% o 124% 65%
105% o 108% 0%
100% 1o 104% 35%
90% 1o 99% 15
80%10_89% 5%
Below 80% o
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Target Pay

—— —T—

Total Target
Cash mmp| |

Compensation | ¢

u_umg_m AddOn  Gainsharing

—)
Base Base Base
Salary Salary Salary

Types of Variable Compensation Plans
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Component Bonus Step Formula—Percent Times Target Incentive
Part 1 Annual Target Incentive
Base Salary 522,750

Bonus paid as a percent of base salary

Bonus Sales Performance Bonus: %
‘Schedule 1t to Goal Target Incentive

o and over 300%

125% 10 149% 245%

110% 1o 124% 185%

105% to 109% 142%

100% to 104% 100%

90%t0 99% 5%

80%10 89% 15%

Below 80% 0%
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Individual Target Incentive
mohvidual 1arget eenive , 409 - ICA
Individual Sales Quota_ *
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Linked Commission With Multiplier

Measure 1 Performance  Commission
Commission To Goal Rate
Rate 15t Commission Rate T0100% 7%
2nd Gommission Rate Above 100% 12%
Performance to Goal on 2nd Measure Multiplier of First Measure Earnings
Performance to Goal Multiplier of Measure 1
Commission Earnings
120% and above 130%
_— T o tie 120%
y 10 109% 110%
FHo 100% to 104% 100%
95% to 99% 95%
90% to 94% 80%
80% to_89% 75%
Below 80% 50%
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Positive Impact of

‘Mulipler
Hign
/ #)
Compensation )
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OV, Mutpler
Low o

Low High
Sales Production





ops/t0263-01.jpg
Company Web Site

Industry Focus

The Croner Company Inc.  www.cronerbiz

Culpepper and Associates,  www.culpepper.com

Inc.

Hay Group, Inc. wwwhaygroup.com

Hewitt Associates, Inc. wwwhewitt.com

McLagan Partners, Inc. (Aon)  www.mclagan.com

Mercer Human Resource  www.mercer.com

Consulting LLC

ORC Worldwide www.oreworldwide.com

Pearl Meyer & Partners LLC www.pearlmeyer.com

Radford (Aon) wwwradiord.com
alary.com, Inc. wwwsalary.com

Towers Perrin wwwtowersperrin.com

Watson Wyatt Worldwide,
Inc.

Western Management Group  www.wmgnet.com

High tech, media
Advertising, high tech,
software, life sciences,
telecom, IT

Pharmaceutical, credit
card, insurance

Various industries
Financial services
Various industries, global

Medical devices

High tech, life sciences
High tech, global
Various industries, global
Various industries, global
Various industries, global

High tech, consumer
products, advertising
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Compensation

Outstanding  $200,000

T o0

Base Salary  $50,000

Pay Mix Leverage

‘Opportunities
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$100,000

$2.000.000 < 100 = 5%
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Sales Personnel
Expected
Distribution

Threshold ~ Terget Excellence
Performance Range
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Component Variable Com
Poins awarded fr each dolar sod
Point Eoints/Dollar
Schedule Premium Products 15
Deluxe Products 10
Standard Products s
Disiouted Products a
‘Summaton of paints tmes conversion fte. Each point squals:
Conversion
Rates Conversion
Rate
st Conversion Rate 25 Centipont

2nd Conversion Rate. Above 100% 35 Centsipoint






ops/t0257-01.jpg
Example 1:
(Target Payout)

Example 2:

Example 3:

Assume: Annual unit sales of 120,000 MWH and 30 contracts.
Commission Rate: .29 (Look up rate on table.)

Calculation: 29 x 120,000 MWH = $34,840

Assume: Annual unit sales of 96,000 MWH and 15 contracts.

Commission Rate: .08 (Look up rate on table.)

Calculation: .08 x 96,000 MWH = $7,680

Assume: Annual unit sales of 150,000 MWH and 50 contracts,
Commission Rate: .44 (Look up rate on table.)

Calculation: .44 x 150,000 MW} $66,000
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# #2 3 4
Demand Buyer Purchase Order
Creation {aentiication,/// Commitment,///” Fulfiiment
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High

Compensation

Target

Low

2nd Bonus Rate

“€— | 2% of target incentive per 1% of quota

15t Bonus Rate
1% oftarge Incentive por 1% of quota

0% 100% 160%
Target

[T e apene
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Assign Pay

Performance Levels

Pay Opportunities

8 | Opportunities | Threshold: $ 0 $66,500 (Base Salary)
to Performance | Target $1,000,000 $28,500 (Target Pay)
Expectations | Excellence: 2,000,000 $57,000 (Outstanding Pay)
Calculate

9 | Formula 15t Commission Rate

28,500 — 2,859
TS X 100 = 2.85%
2nd Commission Rate
52,000 ~ 95,000 X 100 = 5.7%
Publish
10 | Formula Sales Volume
Production
0-1,000,000 2.85%

Over 1,000,000

5.70%
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$152,000

Compensation

$95,000

566,500

$1,000000 52,000,000

Sales Production
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MWH MWH

Contracts 80,000-120,000 >120,000
1019 08 09
20-29 18 20
30-39 29 3
40-49 31 37

50+ 33 44
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Indus
Commission|

10%

15%

Industry B

ot Commission Rate = 5%

Low High
Average Volume Sold by income Producer
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112000

Compensation
$ 80000

$ 64000

7%

100%
Target

Percent of Sales

200 Bonus Aste
2% of Bass Midpointper 1% of quota.

15t Bon

te

19% of Base Midpolnt per 1% of quata

125%
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Pay Compensation by Performance Measure

Sales Volume
Resul Pay
Minimum: 75% s 0
Target: 100% $16,000
Outstanding; 125% $48,000

“Sales results are expressed as a percent of quota perfarmance

9 |calculate Bonus Formula Payout Rate
Formula
Express payout as a percent of salary range midpoint (§64,000)
o calculate the bonus formula rate, determine the value of each
percent for below-quota performance and then for above-quota
performance.
Below-Quata Performance. Calculate the payout rate for
below-target performance:
(580,000-$64,000U564.000 100 _ 190
o0
Above-Quota Performance, Calculate the above-quota
performance payout rate:
($112,000-$80,000/564,000 i
25— 100) s
10 [Publish Base Salary Range
Fommis Minimum Midpoint Maximum
$60,000 $75,000 $90,000
Bonus Rate
For Each Pay a
Percent to Percent of
Quota Base Midpoint
0-74% 0
75-100% 1%

Over 100% 2%
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Cost of the
Sales
Coverage

8%

2%

£

3

Direct Sales Foroe Cast

“Swiching Point”

High

Total Sales Volume

Manufacturing Rep Cost
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Pay and Performance Expect

ns

Sales Volume Prof New Products

Volume | Pay | Volume | Pay | Volume | Pay

imum [$1750,000] $ 0 |$ 500000 § 0 [$250000 | $  ©
Target [$3,000,000]_$25,000 [$1,000,000] $12,500 | $500,000 | $12,500
[Outstanding [$4,000,000] $50,000 |$1,500,000] $25,500 | $750,000 | $25,000
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Performance Expectations

Performance |~ Sales Volume Profits Pt
Threshold | 1,750,000 $ 500,000 $250,000
Target | $3,000,000 $1,000,000 $500,000
Excellence | 4,500,000 $1,500,000 $750,000
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High

Complexity
Jobs x Measures x Rules x Changes

Low

Low High

Incumbents x Transactions x Periods
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Bonus Formula—Step-Based

‘Step-Based T-Bonus Formula
Porcentto Quota Percent of Target Incentive

Over  125% 150%
Bonus 110%to 126% 125%
‘Schedule 106%10 109% 110%
100% to 104% 100%
90%1t0 99% 75%
80%10_89% 50%

Below 80% 0%
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Step 5:
Calculate guaranteed
minimum incentive
amount

Step 6:
Calculate payout for
quarter

Look up cumulative payout
guaranteed for quarter on
guaranteed incentive table.
1f cumulative guaranteed
payout is greater than
incentive commission
camed, then take as
‘cumulative incentive earned.

Subiract previous quarter

carnings from cumulative
incentive earned.

Not applicable, since
cumulative incentive is greater
than $19,687.50.

Quarter 1 earings are $8,750.
Quarter 2 earnings are $7,090.
Cumulative earnings are
$34,800. $34,800 - $7,090 -
$8,750 = $18,160.

Quarter 3 payou

18,160
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Percent Target

Payout Amount

Cumulative Payout

Quarter __ Earnings Guaranteed Guaranteed Guaranteed
1 100% $8,750.00 $ 8750.00
2 75% $6,562.50 $15,312.50
B 50% $4,375.00 19,687.50>
4 25%

$21.875.00
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Cumulative Contracts
“To-Date. >120,000
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High

[ s Commission

7% of Sales Producton

Compensation. ‘¥ 204 Commission Rate
¥ % of Sales Producton
Target
Low
Target High

1st Commission Rate.
X% of Sales Producton | Sales Production
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Component Commission—Ramped Progressive and Regressive

Commission
Commission Raf
Rate 15t Commission Rate (x) ToS2.4M %

2nd Commission Rate (y) $2.5M-35.0M %
3rd Commission Rato (2) Over $5.0M 5%
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Total Target $100,000
1_|Compensation
2 [Pay Mix 7525
3 |Leverage 3x
Pay Base Salary Range
4 |Opportunities Minimum:  $60,000 (§75,000 X 8 = $60,000

Midpoint: ~ $75,000 (§100,000 X .75 = §75,000)
Maximum  $90,000 ($75,000 X 12 = $90,000)

Target Base Salary: $75,000 (§100,000 X .75 = $75,000)
Target Incentive:  $25,000 (§100,000 % .25 = $25,000)
Outstanding Pay: ~ $150,000 (§25,000 X3 = $75,000 =
$150,000
[Measures and | Sales Volume: 100%
5 | Weights
Quota Meet/Exceed Target: 60%—70%

istribution | Below Target 30%—40%
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Performance

Performance Range

Expectations Revenue
Percent 1o Goal
Threshold: 50%
Target Performance: 100%
Excellence Performance: 140%
Assign Pay | Total Pay Opportunity
Opportunities
to Companents Cumulative
Performance | Threshold: $75,000 (base salary) $ 75,000
Expectations | Target Incentive: ~ $25,000 $100,000
Excellence: $50,000 (Outstanding Payl _ $150,000
Pay Compensation By Performance Measure
‘Sales Volume
Result™ 2
Minimunm 60% $ 5,000
Target 100% $25,000
Outstanding; 140% $50,000

“Sales results are expressed as a percent of quota performance

Calculate
Formula

Bonus Formula Payout Steps
Calculate payout in four steps of 10% increments
Express payout as a percent of target incentive ($25,000)
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‘The first and second commission rates are the same. This provides
.2 payout. To eam the 3 payout, the sales representative must
excel on the profit multiplier

Profit Multiplier

o calculate the multiplier, determine the percent available for eachi
percent of gross margin achieved:

The take-away muliplier for below-target performance:
54,5001515,000
s S0
The additive muliiplier rate for each percent of gross margin
performance for above farget performance:

(545,000-§30,000/530,000 _

3126 A0
‘The schedule for the multiplier is as follows:
Gross Multiplier of
Margin  Rate Commission Dollars
23% (10 70%
24% 10 80%
25% (10 90%

26% 0% 100%
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Percent of Sales Revenue Dollars/Month

Excellence [20 [ 30 [ 39 | 49 [ 59 |67 | 74 | 62 [90
18 |28 [37 |47 |57 |63 70|77 |83
76 | 25 35 | 45 |54 |60 |66 74 |77
73 |23 33 |43 52 57616670
Sales Volume  Target |11 | 24 | 24 |40 |50 63 |57 |60 |63

to Goal 08 [ 17 2533 [42 |45 4852 |55
06|13 |19 |26 |33 |37 |40 |43 [47
03|08 |14 |19 25|28 |32 |35 |38
Threshold [(0.0 | 04 | .08 | 1.3 | 1.7 | 20 | 23 | 27 |30

Threshold Target Excellence
Average Gross Margin to Goal
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27% 10 110%

10

Publish
Formula

28% 10 120%
29% 10 130%
30% 10 140%
1% 0 150%
Base Salary Range
Minimum Midpoint Maximum
536,000 $45,000 $54,000

Sales Volume Commission Formula

Sales Volume Commission
Production Rate
Al Sales 2%

Gross Margin Multiplier (Percent of Commission Dollars)

Gross Margin Multiplier

23% 70%
24% 80%
25% 90%
26% 100%
27% 110%
28% 120%
29% 130%
30% 140%

31% 150%
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9

Calculate
Formula

Bonus Formula Mal

Establish the number of rows and columns

9 rows by 9 columns

Determine “penalty” for achieving one goal without achieving the

other.

40% loss of target bonus for revenue and price realization

Set the comers.

140

&

300

130

120

10

Sales 100

00

Volume 50
&
n
0

&

3

96 98 100 102 102 106 108

Price Realization
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Fill in the diagonals.

140 [60 300
130 70 250
120 80 200
110 %0 150
100 100
0 75 50
80 50 80
b 25 70
so[0 60

92 94 9 98 100 102 104 106 108

Complete the matrix.

140 [[60 [ 90 [ 120] 150] 180 [ 210] 240 [ 270 300
130 [ 50 | 70 | 100] 130|160 190 | 220 250 | 270
120 40 | 60 | 80| 110] 40| 175|200 220 240
11030 [ 50 | 70[ 90 120|150 175 [190 ] 210
100 [207[ 740 | 60| 80100 120|140 160 | 180
9015 35 | 55| 75| 80| 90[110]130[150
80[10 [ 30 | 50] 55] 60| 70] so[100] 20
70[ 5[ 25| 30| 35| 40[ 50| 60| 70[ 90
60[ 0] 5] 10] 15] 20| 30] 40| 50| 60

92 94 96 98 100 102 104 106 108

(Features geometric progression.)
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Component

Adjustmentto sales dollars:

Product ABC 50%
Product Product Blue 110%
Table Product Red 0%
AllNew Account Sales 125%
Gommission rates appiied to summation of the adjusted sales dollars.
Performance Commission
Commission to Goal Rate
Rates 1st Commission Aate T0100% 6%

2nd Commission Rate Above 100% 8%
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SECOND EDITION

COMPENSATING

THE

SALES FORCE

A Practical Guide to

Designing Winning
Sales Reward Programs

- More Than 40 Sample Plans -
- Proven Formulas -

- Tools for Global Sales Teams -
- Rewards for Complex Sales Organizations -

DAVID J. CICHELLI

SENIOR VICE PRESIDENT, THE ALEXANDER GROUP
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Step Directions Quarter 4 Calculation
Step 1: Add sales in all quarters 40,000 + 48,000 + 32,000 +
Determine cumulative sales  to-date. 40,000 = 160,000 MWHs
Sup2: Add contracts in all 10412 +15+10=47

Determine cumslative contracts quarters to-date.

Contracts
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Compensation

Progressive Ramp Participation Rate

si63.125]

$116.250]

5 75,000]

s375.000

500 $750,000

Agency Earnings
Average Commission

7.5%
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Sales Volume Product Mix Retention

Weighting; 55% 25% 20%
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Component Progressive Ramp Participation Rate

Commission Rate to Agency Varies by Product, Between 5% and 10%.

Seller Commission Split

Participation Performance  Seller  Agency
Rate  |1st Participation Rate To $5M 20% 80%
2nd Participation Rate $5M-57.5M 22% 78%

3rd Participation Rate Over $7.5M 25% 75%
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3
254
20
Percent of | @ Cost of Sales.
Sales |
5 o Sales.
o Compensatio

12345678
Quarters
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Territory

Employee Actual dollar Percent quota Target incentive
A $1.50M 100% $35,000
B $1.75M 100% $35,000
c $125M 100%. $35,000
D $3.00M 100% $35,000
£ $2.58M 100% $35,000






ops/f0071-02.jpg
Component Residual Commission Schedule

Insurance Premium Residuals.

Portion of
Commission Year of Policy Annual Premium
Rate 1 100%

2 75%
3 25%
4 0%
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Component

Commission
Rate

15t Commission Rate
2nd Commission Rate

Sales
Performance
To S1M
$1M and Over

Commission
Bate
o
o
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# %2 3 #4 #5
Demand Buyer Purchase Order Customer
Creation dentfication /// Commitment,// Fuilment Service
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# 3 #4 5
Demand Purchase Order Customer
Creation Commitment,/// Fulfilment Service
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Component

Commission
Rates

15% 0 24% 20%
5% 1o 1
Less than 5% 0%
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= e 2 o
iscrete
Measure Period
Pay Period 3 L
Cumulative
Measure Period
| S
e —|
 —
Pay Period )
Measure
and Pay Q1
[ Measure and Calculate Q1 to Q2; Subtract Q1

Payment |

Measure and Calculate Q1 to Q3;
Subtract Q1, G2 Payments

Measure and Calculate
Q1 to Q4; Subtract
Q1,@2,and 3
Payments
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What>-

Establish | ~Allocate

Forecast

Quotas

Ty M

Allocations!

Allocations!

iculate:
Incentive

chacks W

Wio Wenb|
v

Sopt 15

oct 15,

Nov 15,

Dect

Jan 15

Jan30

Salos
Management

Sales

Operations

Fiold
Management

Sales
Personnel

Product
Marketing

Division
Finance

Sales
Compensation
Administration

™
Automation

Calaunte

Inconive.

Payroll
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High

Compensation

Target

Bonus Formula
Expressed as x % of Sales Production

Low

Targel 100% High
Percent of Sales Production
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erformance Measures and Weights

Target Sales Volume Pro Product Mix
Doliars. (50%) (@5%) (25%)
Winimam
Incentive Pa 8 £ 8 £ @ 33
Target
Wiooton Fay $ 50,000 525,000 12,500 512,500
Outstanding
Incanatee oy $100,000 50,000 550,500 $50500
Over Base
Total $150,000 75000 537,500 537,500
Outstanding
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Limited Moderate Extonsive
Fower an 50 Payess Woro an 250 Payeos
Fow Jobs. Over 15.Jobs
Sl G e Comon Cradung s
iy ing Rulos  Crecing A
Conditions | Foy, Changos «—> | Froquent Changes
Fow Transacions Over 100kPeriod
Quarory Poriods WooklyMorihly Poriods
One Currency Mulicurroncy
‘Hands Freo Exeaion
Payout Caculation «—> | Input AuduCioansing
Manual Control Linked Input Loacing
Functionalty | Payrol i Automaii Processing
Linied Reportng ‘Automatc Status Updates.
Multreportin
Nodaing Toos
‘Manual Eniry ‘Automatic Feeds
Datatnput | ManialFlo Trastor Numerous Sources
Singlo Data Sourco «—> | Data Roconilaton
No'Data Cleansing Mliperiod Tracking
Simplo Calculaton Tumarous Calculaions
Limitod Numbor Complex Calculations
Transaction | Singl Time Event «—» | Mulitime Periods’
Procossing | No Past Reconciation Kumerous Reconciltion
No Credit Spits Multplo Crodit Events
High Tansaction Count
Fow Changos. Many Changes
Fow Adjusiments Many Adusiments
Linitod Updatos Exonsive Plan Updatos.
Maintonanco | Stable Quotas «—» | ChangingQuotas
Stable Work Force Changing Work Forco
Stable Tertores Changing Tertores
History Fies
Payiol Fie nput Aucit Rt
Management Reports Excopton Reporing
Managemant A
Data Output «—> | Incumbont Web
Assessment Reports
Payrol Fio
Trond Roporting
Tore Plan Change Impact
«—> | Mulivariable Sconarios
Gost Modsing Sorsiay Tosng

Optimization Choices
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Percent Target

Payout Amount

Cumulative Payout

Quarter _ Earnings Guaranteed Guaranteed Guaranteed
1 100% $8,750.00 S 8750.00
2 75% $6,562.50 $15,312.50
3 50% $4,375.00 $19.687.50
4 25% $2,187.00 <321,875.00
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Step 3:
Determine commission vate

Step 4
Calculate cumulative
incentive carned to-date
Step 5:

Calculate guaranteed
minimum incentive
amount

Step 6:
Caleulate payout for
quarter

Look up cumulative sales
and cumulative contracts
in Table A-9 to obtain
commission rate.

Multiply commission rate
by cumulative number of
MWHs.

Look up cumulative payout
guaranteed for quarter on
guaranteed incentive table.
If cumulative guaranteed
payout is greater than
incentive commission
eamed, then take as
cumulative incentive earned.

Subtract previous quarter
eamings from cumulative
incentive carned.

160,000 is greater than
120,000 and 47 is
between 40 and 49, hence
commission rate is .37.
Cumulative MWHs
160,000. 160,000 x .37 =
59,200

Not applicable, since
cumulative incentive of
$59,200 is greater than
$21,875.00.

Quarter 1 earnings are
$8,750. Quarter 2 earnings
are §7,090. Quarter 3
camings are $18,160.
Cumulative earnings are
$59,200. 59,200 - $18,160
- $7,090 - $8,750 = $25,200.
Quarter 4 payout = $25,200
Total earnings for year:
$8,750 + $7,090 + $18,160
+525,200 = §59,200
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Cumulative MWH To Date

Cumulative Contracts
“To Date. 80,000-120,000
10-19 08
20-29 a8
30-39 29
40-49 31

50+ 3
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Paid at Contract Acceptance

Presales Support
‘Specialist
Contracts Specialist

Service Coordinator
Installation Specialist

Contract Value

soM-sa.oM [ sshi-tsm | >s15M
100 3150 $250
$75 3125 $175
$75 125 $175
$ 50 $ 75 $100
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30%to

60% to
B e —

10%
or Less

—

Sales Personnel
Expected
Distribution

Threshold  Target Excellence
Quota Range
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$200,000 — QU
$2.500.000 < 100 = 8%
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Mix and

JobType i Loverege Measuros
Tncome. WA Commission on All Sales
Producers _[indepondent Rep NA ‘Commission on All Sales
‘Assol Managor 80720, 2.5%__| Return on Sales
‘Geographic Rep 60140, 3.6x | All Sales
Direct Sales ['Major Account Rep 75025, 3 ‘Sales and Retention
Representatives [ Tolosales Inbound 80720, 3x___| Up-sell, Cross-sell
Tolesales Outbound 50150, 3x | Now Sales.
Vorlcal Rep_ 70130, 3x | Vertical Saies
ndirect Sales | Channel Rep 75025, 3 Salos and Channel Balance
Reprosentatives [ OEM Sellor 70130 3x | Now Placoments
Overlay | Appllcation Speciaist 80120, 2.5 | Sales and New Accounts
Speclallst [ Product Specialst 80120, 2.5 | Sales and Rep Balance
Business [ Allance Specialist 100/0+25% | New Alliances NBO
Development _| Channel End User 90/10,2.5x | Sell Through
Technical | Presales Tech Support 90110, 2.5 | District Sales
Support [ Postsales Tech Suppor 100/0 +10% | District Sales.
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High

Compensation

Target

Low

15t Commission Rate
X% of Sales Production

2nd Commission Rate
2% of Sales Production

/

Target

Sales Production
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Component Reg Ramp Co o d

Sales Comission
Commission Performance. Bate
Rate 15t Commission Rate To 52.0M 7%

2nd Commission Fate Over $2.0M 5%
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C compensation

D performance  Payout rate
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Sales Result

50%
or

100%
or

125%

imple Bont
Payout.
12,500
25,000
$37.500

for Bonus Formula Rate

Calculation
50%x $25.000 = §12.500

100% x $25,000 = $25,000

(100% x $25.000) + (2% x 25 x $25,000)
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$300,000 — $100,000 — Qu
$2.500.000 — 52,000,000 < 100 = 8%
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Component

Part 1. Annual Target Incentive
Target 45,000
Incentive
Bonus pald as a percent of target incentive:
Pan2
Bonus Bonus Payout Rate
Rate Below Quota Each 1 percent of quota, 1% of arget incentive

At or Above Quota

Each 1 percent of quota, 2% of target incentive
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No Cap —

Upside Incentive
Target Total Cash Leverage: 3x

Compensation
Target Incentive

Base Salary { Pay Mix: 70130

Pay Mix and Leverage
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Component ariable Cor on—Product Ra

Sales Commission
Commission Performance Rate
Rates Comission Rate * Product A %

Commission Rate ‘Z Product B 2%
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Product A Commission Rale
X % of Product A Sales Production

High

>

Compensation

Product B Commission Rate
2% of Product B Sales Production

Low

Low High
Sales Production






ops/f0035-02.jpg
Salos Porsonnel
Distribution

80% 100%  120%
‘Threshold Target Excellence

Performance Range
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10%
orlLess

[E

Salos Personnel | 10%
Distribution | or Less.

70%  100% 145%
Threshold  Target Excellence

Performance Range
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Par

ation Rate Schedule

Avg. Agency ‘Target Payment Percent
Agency Commission to Participation

Commissions | 7.5% of Actual Revenue | income Producer Rate

$ 5,000,000 §375,000 $ 75,000 20%

$ 7,500,000 §562,500 §116,250 22%

$10,000,000 $750,000 $163,125 25%
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Step

Directions

Quarter 2 Calculation

Step 1:

Determine cumulative
sales

Step 2:

Determine cumulative
contracts

Step 3:

Determine commission
rate

Step 4
Calculate cumulative
incentive carned to-date
Step 5:

Caleulate guaranteed
minimum incentive
amount

Add sales in all quarters to date.

Add contracts in all quarters
o date.

Look up cumulative sales and
cumulative contracts Figure A-7
0 obtain commission rate.

Multiply commission rate by
cumulative number of MWHs.

Look up cumulative payout
guaranteed for quarter on
guaranteed incentive table. If
cumulative guaranteed payout

is greater than incentive
commission earned, then take as
et el s gsaRr ]

Quarter 1+ Quarter 2
MWHs = 40,000 + 48,000
88,000 MWHs

Quarter 1+ Quarter 2
Contracts = 10 +12 = 22
Contracts

88,000 is between 80,000
and 120,000 and 22 is
between 20 and 29, hence
commission rate is .18,
Cumulative MWHs =
85,000, 88,000 x .18 =
$15,840

Not applicable, since
cumulative incentive,
$15,840, is greater than
$15312.50.
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Percent Target

Payout Amount

Cumulative Payout

Quarter _ Earnings Guaranteed _ Guaranteed Guaranteed
1 100% $8,750.00 $ 8750.00
2 75% $6,562.50
3 50% $4,375.00 $19,687.50
4 25% $2,187.00 $21,875.00
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Component

Par 1
Base Salary e Maximum
570000 584,000
Faiz. | Bonus paid as a percent of midpoint:
Bonus
Schedule ‘Sales Performance Bonus: % of
Percent to Goal Base Salary
115% and over 75%
140% to 114% 55%
108%t0 109% 40%
100% to 104% 25%
90%t0 99% 20%
80%t0_89% 5%
Below 80% o

Hurdle: No incentive can be earned past 100% of goal unless the retention rate
greater than 80% of last year's sales fevenue from existing customers.
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Cumulative MWH to Date

Cumulative Contracts

to Date 80,000-120,000 >120,000
1019 08 09
20-29 a8 20
30-39 29 31
40-49 31 a7

50+ 33 44
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Component

Commission Program—3 Measures

Base Salary $0~(Straight Commission)
Commission
Sales Volume| Rate
Commission To Threshold %
Rate Threshold to Target $1,750,001-$3,000,000 2%
Over Target Over $3,000,000 5%
Pro Commission
Profit Rate
Commission To Threshold 0-$500,000 0%
Rate Threshold to Target ~ $500,001-81,000,000 2.5%
Over Target Over $1,000,000 5%
Commission
New Product Rate
Commission To Threshold 0-$250,000 0
Rate Threshold to Target  $250,001-§500,000 2%

Over Target Over §500,000

5%
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High

2nd_Commission Rate
44— Y% of Sales Production

Compensation

15t Commission Rate
X % of Sales Production

Low

Low High

Balas Pradiid
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>120,000
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Step 6: Subtract previous quarter Quarter 1 earnings are
Caleulate payout for  earnings from cumulative $8,750. Cumulative earings
quarter incentive earned. are $15,840. $15,640 -
$8,750 = $7,090.
Quarter 2 payout = §7,090
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Base Salary Fixed Dollar—Quota Levels

Component Last Year

Salary Steps Sales Performance
Below 1M
S1M-529M
$3M-S5M

Over S5M

“This Year

Base Salary Amount
565,000
70,000
$95,000
$110,000
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Component

Salary Levels
by Job

dobe
JobA
Job B
JobC
Job D
JobE

Base Pay
575000
70000
$65,000
$50000
540,000






ops/f0124-01.jpg
Compensation|
$100,000

$2,000000
Sales Production

4,500,000

© 5200000
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Incentive Dollars
(8000)

45

3

2

7

% 1 10
Quota Performance
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To calculate the bonus formula steps, determine the value of
cach step for below quota performance and then for above quota
performance,

Below quota performance: Calculate the steps for below target
performance:

525,0001/525,000

oo-sono 20

Above quota performance: Calculate the steps for above target
performance.

$50000825,000 _ oo
010010

‘The schedule for the steps is as follows:

Percent Percent of

Quota Rate Target Incentive
50% 00 0%
60% 20 20%
70% 20 40%

80% 20 60%
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Component Progressive Ramp Commission Schedule

Sales Commission
Commission Performance Rate
Rate 1t Commission Rate To $oM %

2nd Commission Rate  Over $2M 8%
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90% 20 80%
100% 20 100%
110% 50 150%
120% 50 200%
130% 50 250%
140% 50 300%
Publish Base Salary Range
10 {Formula
Minimum Midpoint Maximum
$60,000 $75,000 $90,000

Bonus Steps

Paid as a percent of target incentive

Percent 1o

Quota
50%
60%
70%
80%
90%

100%
110%
120%
130%
140%

Percent of

Target Incentive
0%
20%
40%
60%
80%
100%
150%
200%
250%
300%
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Customer Variables

Segment

Specialization

Domand
Creation

Bayer
Ideniteation

Order
Fulfilment

Customer
‘Service

New
Accounts.

Existing
Accounts.

Channel
Partners

Channel
End Users.
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Customer Variables Sales Process.

e P | e o

Segment | Specialization | ¢rvirion | 1dontification | Commitment | Fulfiiment | Service
Stratified
New duct
... M
iyt

e XX x|
Existing Product
et iy
Geographic
=
‘Channel Product
Partners Tndustry
Goographic
Seatind
Channel Product
e, ey
Geographic.
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Component Ramp Co o d

Sales Commission
Commission Performance Rate
Rate 15t Commission Rate To$1.5M 6%

2nd Commission Fate Over $1.5M 8%
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Product Payments
(Closed Business)

Securities $50.00
Line of Credit $25.00
Auto Loan $15.00

Credit Card $ 5.00
Overdraft $ 5.00
Internet Offer $ 2.50
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Or, calculate bonus matrix with nonlinear slopes

140

&

&0

100] 120

140[ 180 [ 220

260

130

50

70

S0 (110

130[162.5] 195 [227.

120

[

80 [ 100

20( 145 [ 170

195

0

50

60 80

70 | 90 | 110[127.8] 145 [162.

100 170 | 120

130

%0

313

475|638

80 [ 90 [100

10

80

225]

35.0[475)

60 [ 70 | 80

%

70

138

225[313

% [ 50 [ 60

70

®

w©
[o0 |
10020
i

10

5

o

3

5

10] 15

20| 30 |40

50

E]

% %8

100 102 104

108

10

Publish
Formula

Base Salary Range

Minimum
$67,200

Bonus Matrix

Midpain

$84,

Maximum

000 $100,800

Paid as a percent of target incentive = $36,000
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ops/t0260-04.jpg
Step

Directions

Quarter 3 Calculation

Step 1:

Determine
cumulative sales
Step 2:

Determine
cumulative contracts
Step 3:

Determine
commission rate

Step 4:

Caleulate cumulative
incentive carncd

% ks

Add sales n all quarters
o date.

Add contracts in all quarters
0 date.

Look up cumulative sales
and cumulative contracts
on table below to obtain
commission rate.
Multiply commission rate
by cumulative number of
MWHs.

40,000 + 48,000 + 32,000 =
120,000 MWHs

Quarter 1+ Quarter 2
Contracts = 10+ 12 +15 = 37
Contracts

120,000 is in the range 80,000
10 120,000 and 37 is between
30 and 39, hence commission
rate is .29,

Cumulative MWHs = 120,000.
120,000 x 29 = $34,800
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Percent Target Payout Amount  Cumulative Payout
Quarter. nings Guaranteed Guaranteed ‘Guaranteed
1 100% $8,750.00 $ 8.750.00
2 75% $6,56250
3 50% $4,375.00 $19.687.50
4 25% $2,187.00 $21,875.00
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High

Compensation

Target

Low

2nd Commission Rate
Y% of Sales Production

1st Commission Rate
X% of Sales Production

Low  Target
Sales Production

High
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$300,000|

Compensation
Target  $100,000
5% N
Y 52000000 54500000
B Target

Sales Production
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Component Flat Commission Schedule

Sales Commission
Performance Rate
Al Sales 5%

Commission
Rate
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Component Commission Rates for Stratified Sales Force

Equal and Above
Quota

Commission
Rates

Global Account Execuives 20%
Major Account Managers 30% 45%
Territory Sales Representatives  6.0% 8.5%
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KSO Commitments and Scoring Worksheet

Elements il 7] s ) # ] Total
Target
New | Prepackaged | Discount | Canceled | Customer
Factor | Customers | Soluions | Rate | Orders | rQVisis
Towr | tssigned | g% <% | suarer
Commitment
$500Kin | Contiects
Objectives | S520K
Weighting a0% 25% 25% 18% 15%
Point Vaue (A) |20 2 2 15 15
Perfomanceto | 110% o | e% | 7% 50%
Goal (8)
Peromance | g3 ) a1z | m2s 75 108
Paint Value
AxB=
Performance
Comments
Authortzation Date
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Component

KSO P

Payout Schedule

Target KSO Target Incentive
Incentive 55,000
Percent of Target
KsO Points Incentive
Payout 175-200 150°
‘Schedule 150-174 125%
125-149 110%
105-124 105°
95-104 100°
75-94 75%
50-74 25%
Below 50 0%
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compensation

= payout rate

performance
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48.48% CEO, COO, or General Manager

28.41% Sales Management,/Sales Operations
9.47% Senior Exceutive Compensation Committec
4.55% Sales Compensation Design Task Force
417% HR/Compensation
1.52% Board of Directors
1.52% Other
1.14% Finance

0.76% Marketing
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High
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Component

Commission
Rates

15t Commission Rate
2nd Commission Fate

Quota

Performance
0-100%

Over 100%

Commission
Rato
ToR%
ICR% x 1.5






