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FYXX SALES COMPENSATION PLAN
PLAN DOCUMENT
(Effective January 1, 20XX and subject to the FYXX Sales Compensation Policy)
Plan document contents
This plan document contains three parts:
1. Plan document
2. Sales compensation program policies
3. Plan acknowledgement form

Plan overview
The Sales Compensation Plan (the “Plan”) is designed to accomplish the following:
· Support <Company> (the “Company”) strategic objectives for revenue growth and profitability
· Be market-competitive
· Pay for performance
· Motivate and reward success
· Be simple to understand

Purpose of this plan
The purpose of this incentive plan is to align pay with the following objectives and expected outcomes:
· Focus on closing new business in order to meet and exceed your New Bookings annual quota
· Achieve your New Bookings quarterly quotas
· Sell multi-year deals

Plan components
Your Target Total Compensation (TTC) is comprised of both a base salary and a variable target incentive.   Your base salary is documented in your Plan Acknowledgment Form.  

Your target incentive pay is subject to the three performance measures described in the table below.  The remainder of this Plan Document provides more detail and calculation examples for each performance measure.  For a complete description of any terms with which you may not be familiar, please refer to the definition of terms in Section 14 of the Plan Policies.

	Performance measure
	Weight
	Mechanic
	Performance period
	Payout frequency

	New Bookings 
	100%
	Individual Commission Rate (ICR)
	Annual
	Quarterly

	Multiyear Kicker
	n/a
	Add-on commission – 20% of ICR
	Annual
	Quarterly

	Quarterly Kicker
	n/a
	Add-on commission – 20% of ICR
	Quarterly
	Quarterly

	Total
	100%
	
	
	


	
Overview of plan measures
New bookings
New Business Bookings is the total new annualized monthly contract value (ACV) or Contract Value for pilots less any adjustments.  Your assigned New Bookings Quota is listed in your Plan Acknowledgment Form.
Your New Bookings Individual Commission Rate is calculated by dividing your target incentive by your annual quota and is listed in your Plan Acknowledgment Form.  Your incentive is calculated as the product of your quota performance, your Individual Commission Rate, and a multiplier (see below).  
There are three breakpoints in your pay curve that provide incremental payouts for incremental performance.  The break points occur at 50%, 100%, and 140% of quota attainment.  Each quota attainment level is calculated separately. Your upside is unlimited as there are no caps on your total earnings for this measure. 
The table and chart below provide the payout rates, expressed as a multiplier to your Individual Commission Rate, for each level of quota performance.  Please refer to your Plan Acknowledgment Form to identify your specific Individual Commission Rate. 
	Quota attainment
	Rates

	0% - <50%
	.8 x Individual Commission Rate

	50% - <100%
	1.2 x Individual Commission Rate

	100% - <140%
	1.5 x Individual Commission Rate

	>=140%
	2.0 x Individual Commission Rate


1.2x
.8x
2x
1.5x

Your quarterly payouts are calculated and paid each quarter based on your quarterly contribution to your annual quota.

Calculation example:
Assumptions:
	Annual target incentive
	$100,000

	Annual quota
	$1,650,000

	Annual performance
	$1,800,000

	Individual Commission Rate
	6.06%


Annual Payout Calculation:
	Quota attainment
	Performance
	Rates
	Incentive pay

	0% - <50%
	$825,000
	4.85% (.8 x 6.06%)
	$40,000

	50% - <100%
	$825,000
	7.27% (1.2 x 6.06%)
	$60,000

	100% - <140%
	$150,000
	9.09% (1.5 x 6.06%)
	$13,636

	>=140%
	$0
	12.12% (2.0 x 6.06%)
	$0

	Total
	$1,800,000
	-
	$113,636


Note:  The multipliers in the above table are rounded, and therefore actual payouts may vary slightly.

Multiyear Kicker
You only receive credit for Year 1 ACV in your New Business Bookings measure (above).  However, to reward you for selling multiyear deals that your customers may want to buy, the plan will provide you the following Multiyear Kicker, expressed as a percentage of your ICR:
· Multiyear Kicker on contracts lasting greater than 18 months: 20% of ICR
Your Multiyear Kicker is calculated per deal using the following methodology:
· Annualized Contract Value x 20% x ICR
For example, if the ACV on a contract lasting longer than 18 months is $30,000 and the Participant's ICR is 6.06%, the Participant will receive $363.60 ($30,000 ACV x 20% x 6.06% ICR).
Note:  In order to be eligible for the Multiyear Bookings Multiplier, discounts on multiyear deals must not exceed the standard discounts set forth in the price list.  If the discount is greater, the Multiyear Bookings Multiplier will NOT apply.

Quarterly Kicker
You are eligible to receive the Quarterly Kicker for achieving your quarterly quota.  The Quarterly Kicker is expressed as a percentage of your ICR:
· Quarterly Kicker: 20% of ICR
Your Quarterly Kicker is calculated per quarter using the following methodology:
· Quarterly Performance x 20% x ICR
For example, if a Participant’s Quarter 1 quota is $400,000 and the Participant achieves bookings of $450,000, the Participant will receive $5,454 ($450,000 x 20% x 6.06%).
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1. [bookmark: _Toc4513251][bookmark: _Toc4515895][bookmark: _Toc4845637][bookmark: _Toc376861302]
Overview
The purpose of this document is to outline the terms and conditions of the Fiscal Year 20XX Sales Incentive Plan (the “Plan”), which starts January 1, 20XX.  The Plan is designed to reward Company sales personnel to achieve superior sales performance, while at the same time achieving the highest level of customer satisfaction in an ethical and responsible manner. 

2. [bookmark: _Toc376861303]Eligibility
This plan provides sales compensation for all Company sales positions or “Participants” worldwide.  The terms “sales positions” includes, but is not limited to:
· (Senior) Account Executive
· (Senior) Sales Manager
· (Senior) Sales Director
· VP of Sales
To be eligible for the sales incentive plan, a sales position must 1) have customer contact and 2) persuade the customer to buy Company products or services.  

3. [bookmark: _Toc376861304]Participation
To participate in this Plan, an employee must be in a full or part-time position for at least a full calendar month during the time frame covered by this Plan (“Participant”).  When a Participant is in his or her position for less than the full measurement period, the Variable Income will be pro-rated.  No Participant may participate in more than one Sales or bonus compensation plan at a time.

4. [bookmark: _Toc62556453][bookmark: _Toc376861305]Plan Acknowledgement Form (PAF)
Each Participant is required to sign and return their plan acknowledgement form at the beginning of the plan year or when they become eligible for the sales compensation plan.  Incentive payments will not be made until the PAF form has been returned.

5. [bookmark: _Toc376861306]Terms and conditions
[bookmark: _Toc62554216][bookmark: _Toc62556456][bookmark: _Toc62554217][bookmark: _Toc62556457][bookmark: _Toc62554218][bookmark: _Toc62556458][bookmark: _Toc62554219][bookmark: _Toc62556459][bookmark: _Toc376861307]Plan effective date
The Plan is effective as of January 1, 20XX. It supersedes any and all other agreements, representations or understandings, either written or oral, with respect to incentive compensation, bonuses or commissions for any of the Participants.

[bookmark: _Toc376861308]Plan confidentiality
The Plan constitutes highly confidential and proprietary Company information. Disclosure of any of the contents of this Plan to any third party without the Company’s prior written consent is expressly prohibited, except where allowed by law. Violation of this confidentiality obligation will subject a Participant to disciplinary action up to and including termination, unless prohibited by law.

[bookmark: _Toc376861309]No employment agreement
The Plan does not constitute a contract or guarantee of employment and does not in any way alter a Participant’s status as an at-will employee. In the at-will employment arrangement, the Company may change the terms and conditions of employment, and any Plan Participant and/or the Company has the right to terminate employment at any time, with or without cause and with or without prior notice.

[bookmark: _Toc376861310]Competitive business agreement
By signing this Plan, the Participant agrees that during participation in the Plan, and employment with the Company, he or she will not, directly or indirectly:
•	Engage in any other employment or consulting without advance written approval of the <Head of Sales> for the specific other employment or consulting, unless allowed by law; or
•	Participate or assist, in any capacity, in any business that is competitive with or similar to the present or anticipated business of the Company, or that would interfere with the performance of the Participant’s responsibilities to the Company.

[bookmark: _Toc376861311]Ethical conduct
Participants are expected to fully abide by Company Code of Conduct policies established for proper conduct in business dealings.

[bookmark: _Toc376861312]Right to amend plan
Company reserves the right to make the following changes as any time with written notice:  
1)  Reassign territories, and/or accounts, quotas, customers 
2)  Assign split or shared incentives where cooperative sales efforts are involved
3)  Terminate participation in the Plan of any individual
4)  Change the content of the Sales Compensation Plan 
Notification of any changes to the Plan will be made in writing to the affected Participants. Any changes will not affect Incentives that have already been earned.
[bookmark: _Toc376861313]Plan interpretation
In the event of a dispute, the <Head of Sales> shall make the final and binding interpretation of this Plan when determining amounts payable under the Plan.

[bookmark: _Toc376861314]Questions
Any Participant having a question regarding the Plan or the calculation of Incentives earned under the Plan should contact their direct manager or, in the case of Incentive calculation issues, the Finance Department.

6. [bookmark: _Toc62554230][bookmark: _Toc62556470][bookmark: _Toc62554232][bookmark: _Toc62556472][bookmark: _Toc62554233][bookmark: _Toc62556473][bookmark: _Toc62554234][bookmark: _Toc62556474][bookmark: _Toc62554236][bookmark: _Toc62556476][bookmark: _Toc62554237][bookmark: _Toc62556477][bookmark: _Toc62554239][bookmark: _Toc62556479][bookmark: _Toc62554240][bookmark: _Toc62556480][bookmark: _Toc62554241][bookmark: _Toc62556481][bookmark: _Toc62554242][bookmark: _Toc62556482][bookmark: _Toc62554243][bookmark: _Toc62556483][bookmark: _Toc62554244][bookmark: _Toc62556484][bookmark: _Toc62554245][bookmark: _Toc62556485][bookmark: _Toc62554246][bookmark: _Toc62556486][bookmark: _Toc62554247][bookmark: _Toc62556487][bookmark: _Toc62554248][bookmark: _Toc62556488][bookmark: _Toc62554249][bookmark: _Toc62556489][bookmark: _Toc62554251][bookmark: _Toc62556491][bookmark: _Toc62554252][bookmark: _Toc62556492][bookmark: _Toc62554253][bookmark: _Toc62556493][bookmark: _Toc62554255][bookmark: _Toc62556495][bookmark: _Toc62554257][bookmark: _Toc62556497][bookmark: _Toc62554258][bookmark: _Toc62556498][bookmark: _Toc62554259][bookmark: _Toc62556499][bookmark: _Toc62554261][bookmark: _Toc62556501][bookmark: _Toc62554262][bookmark: _Toc62556502][bookmark: _Toc4265268][bookmark: _Toc4424882][bookmark: _Toc4513254][bookmark: _Toc4515898][bookmark: _Toc4845640][bookmark: _Toc376861315]Compensation Elements
Participants of this Plan may be eligible to earn a Target Total Compensation which includes the following two cash compensation elements:
· Annual Base Salary (fixed)
· Target Incentive (variable based on sales bookings, revenue, or MBO performance)
The Company reviews Target Total Compensation annually to ensure that the Company remains competitive to the market. Typically, any change to any element of a Participant’s TTC will be made when the entire Company is reviewed. 

[bookmark: _Toc62554264][bookmark: _Toc62556504][bookmark: _Toc4265269][bookmark: _Toc4424883][bookmark: _Toc4513255][bookmark: _Toc4515899][bookmark: _Toc4845641][bookmark: _Toc376861316]Base salary
Each Participant in the sales organization has a base salary.  The base salary compensates the participant for performance of professional responsibilities including but not limited to (a) customer satisfaction, (b) effective teamwork and leadership, (c) territory business management including prospecting, forecasting, and appropriate expense control, (d) account management, (e) attainment of individual goals, (f) consistent, comprehensive documenting of opportunities in the CRM system, (g) demonstrated adherence to Company’s key sales values, and (h) accurate and timely reporting. 

The base salary level is fixed and will be reviewed on an annual basis by management and HR to ensure that it is market competitive. The base salary may be reviewed by management more frequently depending on circumstances such as change in duties and responsibilities, territories, promotions, etc. 

[bookmark: _Toc376861317]Incentives
Incentives are earned based upon the achievement of specific goals.  Each Plan will include 3 to 4 measures.  The following table lists the measures and their definition: 

	Measure
	Definition

	New Bookings
	New Business Bookings is the total new annualized contract value (ACV) or Contract Value for pilots less any adjustments.  

	Renewal Bookings
	Renewal Bookings is the total renewal annualized contract value (ACV) less any adjustments.   

	Multiyear Kicker
	To recognize and reward Participants for closing multiyear deals, Participants will receive an additional incentive payment for deals greater than 18 months. The incentive payment is calculated as 20% of the Participant’s ICR multiplied by the ACV of the deal. To be eligible for the Multiyear Kicker, discounts on multiyear deals must not exceed the standard discounts set forth in the price list.  If the discount is greater, the Multiyear Kicker will NOT apply.

	Quarterly Kicker
	To recognize and reward Participants for achieving their quarterly quotas, Participants are eligible to receive Quarterly Kicker for each quarterly quota achieved.  The incentive payment is based on 20% of the Participant’s ICR multiplied by their quarterly performance.



Please see your plan document for more details on your target incentive component and how it is calculated.

[bookmark: _Toc62554268][bookmark: _Toc62556508][bookmark: _Toc62554270][bookmark: _Toc62556510][bookmark: _Toc62554272][bookmark: _Toc62556512][bookmark: _Toc62554274][bookmark: _Toc62556514][bookmark: _Toc62554276][bookmark: _Toc62556516][bookmark: _Toc62554278][bookmark: _Toc62556518][bookmark: _Toc62554279][bookmark: _Toc62556519][bookmark: _Toc376861318]Earned incentives
Incentives are earned by the sales Participants for sales incentive purpose when the following four criteria are met:
· Opportunity is clearly documented with all appropriate information in the CRM system
· Contract is signed
· Delivery of the ordered product or service has occurred and been accepted by the customer and the risks and benefits of ownership must have passed from Company to the customer
· All accounts receivable have been collected

Participants may receive an incentive payment based on performance measures in their plan (as defined above) even though such incentive payment may not yet be “earned” (in whole or in part). If any deals are canceled or returned, or if deal payments are not made within XX days of the invoice, the booking credit will be de-booked against future bookings.

[bookmark: _Toc376861319][bookmark: _Toc71008816][bookmark: _Toc66527487]Split policies
If management deems it necessary to have two Participants co-work on a deal together, management will determine a fair split credit based on each person’s level of persuasion and activities required to close the deal.  All split credits must be documented in the CRM system prior to deal close. 

[bookmark: _Toc376861320]Windfall policy
The sales incentive program is based on management’s ability to accurately forecast and set realistic stretch quotas to recognize and reward the Participant’s performance.  From time to time, situations occur in which a Participant closes a large, un-forecasted deal or a deal where the Participant had no or very limited influence.  To account for these unexpected scenarios, the <Head of Sales> will determine the amount of the incentive payable with respect to any such transaction based on the level of the Participant’s influence in the transaction.  Options for determining such amounts include but are not limited to: full quota credit with no quota adjustment, full quota credit with a quota adjustment, or a separate payout.

[bookmark: _Toc376861321]Proration policy
In instances in which an individual does not have a full quarter’s target incentive or the target incentive amount changes within a quarter, Company will prorate the incentive amount based on the amount of calendar days in the quarter. 

7. [bookmark: _Toc4265296][bookmark: _Toc4424909][bookmark: _Toc4513280][bookmark: _Toc4515924][bookmark: _Toc4845667][bookmark: _Toc376861322]Employment changes
[bookmark: _Toc4265298][bookmark: _Toc4424911][bookmark: _Toc4513282][bookmark: _Toc4515926][bookmark: _Toc4845669][bookmark: _Toc376861323][bookmark: _Toc4265297][bookmark: _Toc4424910][bookmark: _Toc4513281][bookmark: _Toc4515925][bookmark: _Toc4845668]New hires/transfers into sales
New Company employees hired during the year or employees transferring into a commissionable job after the fiscal year has begun may be eligible for a non-recoverable draw of up to 100% of their monthly target incentive for up to three months based on management discretion.  The period may be increased or decreased so that a Participant’s sales compensation plan start date corresponds to the beginning of a quarter.  If the Participant’s sales compensation plan start date does not correspond to the beginning of the quarter, then the new hire or transferred employee will be provided a prorated quota and a prorated individual incentive.  See proration policy for more details.  New hire Participants must be on the plan for at least 6 months to be eligible for accelerated payouts.

[bookmark: _Toc376861324]Resignation/termination
Participants are entitled to incentives earned on bookings up to the last day of employment but will forgo all claims to any sales incentives subsequent to the last day of employment.  
[bookmark: _Toc4513259][bookmark: _Toc4515903][bookmark: _Toc4845645]
8. [bookmark: _Toc376861325]Territories and quotas
[bookmark: _Toc62556527][bookmark: _Toc376861326]Territory assignment
Each Participant is assigned a territory or region, which may be defined by a geographic area, specific agencies, customers and/or prospects, selected industries, specified products and services, or a combination thereof.  Sales management reserves the right, in its sole discretion, to change territory assignments at any time during the fiscal year if business conditions change or if it believes the accounts will be better served by another representative or department.

[bookmark: _Toc376861327]Quota setting and allocation
The <Head of Sales> and <Head of Finance> will determine the sales organization quota based on market trends, product roadmaps, historical data, and corporate expectations.  Sales management will allocate the quarterly and annual quotas for each Participant’s Bookings measure based on expected sales potential in their assigned territory or assigned accounts.  The quotas will be communicated to the sales force prior to the end of the first month of the new fiscal year. 

[bookmark: _Toc376861328]Territory and quota management
The Company reserves the right to make company-wide and individual territory and quota changes.  Quotas may be adjusted up or down.  Account/territory reassignment should occur at the beginning of each quarter.  Quota amounts will follow the account/territory assignment changes.  However, if business necessity dictates, sales management may approve mid-period reassignments.  During such cases, sales management will determine the amount of quota to move with the account.  Sales management will submit any quota changes to the Compensation Review Board for their review and approval.

9. [bookmark: _Toc376861329]Plan administration and timing of incentive payments
The Finance Department will administer the Plan.  Incentive payments will be calculated and paid quarterly, no later than 45 days after the close of the quarter.

10. [bookmark: _Toc376861330]Incentive payment approvals
Incentive payments are approved by the employee’s Manager, <Head of Sales>, and <Head of Finance>.

11. [bookmark: _Toc376861331]Incentive payment errors and corrections
In the event that Finance or a Participant discovers an error in an Incentive payment, the party discovering the error must promptly notify the other party of the nature and extent of the error.  Finance will then complete an audit of the calculation of the payment to determine if additional quota credit is owed to the Participant or if an overpayment has occurred.  Adjustments to incentive payments as the result of corrections to errors will be applied in the period in which the error is audited.

12. [bookmark: _Toc66527494][bookmark: _Toc376861332]Compensation Review Board (CRB)
[bookmark: _Toc4845664][bookmark: _Toc66527503]The CRB consists of <Heads of Sales, HR, Sales Operations, and Finance>. This team meets quarterly on an ad hoc basis to review and approve any quota adjustments, plan changes/inquiries, or program exceptions, and windfall situations.

13. [bookmark: _Toc376861333]Special sales incentives
On occasion the <Head of Sales> may establish additional special sales incentives which are not considered within the scope of this sales compensation plan.  The <Head of Sales> will communicate to you the details, terms and conditions of the special incentive separately from this document.

14. [bookmark: _Toc376861334]Definition of terms

· Accelerator – Increased payout rate for performance above quota.  Please see “Plan Document” for the job’s accelerator rates. 
· Base salary – Fixed payment adjusted to reflect cost of labor, negotiated settlement, knowledge, skills, abilities and performance.   It excludes commissions, incentive compensation, bonuses, premiums, or other allowances. 
· Individual Commission Rate – A payout mechanic that compensates a Participant by multiplying a rate by that Participant’s sales achievement.  A Participant’s Individual Commission Rate (ICR) on a given performance measure is calculated by dividing that measure’s target incentive by its quota.   This is illustrated as follows:
	Individual Commission Rate (ICR)
	=
	Target Incentive

	· 
	· 
	Quota


For example, $100,000 Target Incentive / $2,000,000 Quota = 5% ICR.
· Payment frequency – How often incentive earnings are paid on a performance measure.  
· Pay nix – Ratio of base salary and target incentive to Target Total Compensation (TTC); e.g., 60/40 means 60% of TTC is base salary and 40% of TTC is the target incentive (TI).
· Performance period – Time period between when the Company begins counting performance and the point at which the counting stops.
· Plan Period – The time frame covered by this Plan. The Plan Period begins January 1, 20XX or the Participant’s start date (whichever is later) and ends December 31st, 20XX or until another plan replaces this one (whichever is later).
· Quota – Quota is defined as the expected performance for a Participant for each quarter in the Plan Period.  A Participant’s incentives will be measured by performance against their quota. Some Participants may have more than one quota.
· Recoverable draw – A recoverable draw is an advance on actual earnings received by a Participant for a given period.  The draw is then recovered (paid back to the Company) in future periods when the Participant is no longer eligible for a draw.
· Non-recoverable draw – A non-recoverable draw is a payout that is not contingent on Participant performance and is not recovered by the Company.
· Target incentive – Variable compensation at expected (i.e., target) levels of performance for all performance measures in the plan.
· Target Total Compensation (TTC) – The total compensation including base salary and variable incentive at expected levels of performance for all performance measures.  Also known as On Target Earnings (OTE).  Target Total Compensation levels are reviewed annually to ensure that the Company remains competitive. Typically, any change to any element of a Participant’s TTC will be made when the entire Company is undergoing a compensation review.
· Upside opportunity – The amount of incentive pay that is earned at a design point known as “the point of excellence” to reward outstanding performance on a given measure.  Also referred to as leverage.
· Variable compensation – See target incentive.

FYXX SALES COMPENSATION 
PLAN ACKNOWLEDGEMENT FORM
(Effective January 1, 20XX and subject to the FYXX Sales Compensation Policy)
Employee information and total pay details
	Employee name
	Joe Smith
	Annual base salary
	$100,000

	Employee ID
	12345
	Annual target incentive
	$100,000

	Start date
	January 1, 20XX
	Target Total Compensation (TTC)
	$200,000

	Territory
	West
	Pay mix
	50/50



Target incentive and commission details
	Performance measure
	Weight
	Target incentive
	Quota
	Individual Commission Rate

	New Bookings
	100%
	$100,000
	$1,650,000
	6.06%

	Multiyear Kicker
	0%
	n/a
	n/a
	n/a

	Quarterly Kicker
	0%
	n/a
	n/a
	n/a

	Total
	100%
	$100,000
	
	



Quota details
	Performance measure
	Q1
(Jan – Mar)
	Q2
(Apr – Jun)
	Q3
(Jul – Sep)
	Q4
(Oct – Dec)
	Total

	New Bookings
	$350,000
	$400,000
	$400,000
	$500,000
	$1,650,000

	Total
	$350,000
	$400,000
	$400,000
	$500,000
	$1,650,000



Approval / acceptance
I hereby acknowledge that I have received a copy of the 20XX Sales Compensation Plan effective January 1, 20XX or the Participant’s start date (whichever is later) and ends December 31, 20XX or until another plan replaces this one (whichever is later). 
I accept the terms and conditions of the Plan as outlined above, and I agree that my compensation will be determined according to those terms and conditions.
I understand that my participation in the Plan does not give me any right to continued employment with the Company and that such participation does not change my status as an at-will employee. The Company or I may terminate the employment relationship at any time.  
This Plan will become effective on January 1, 20XX or on the Participant’s start date and it will replace any and all prior compensation plans or understandings, either written or oral, with respect to incentive compensation, bonuses, or commissions.
By signing below, I authorize the Company to deduct any advanced incentive payments, pursuant to the Plan terms, from my future quota credit, incentive payments, base salary paychecks, or final pay upon termination.

I have read and understand this Compensation Plan Acknowledgment Form, the Sales Plan Document, and the Sales Compensation Policy.  I accept and agree to fully abide by all of the terms and provisions as outlined in those documents.

_________________________________			______________________________
Participant’s Signature					Date

_________________________________			______________________________
Manager’s Signature						Date
Measure	0	0.5	1	1.4	1.8	2.5	0	0.4	1	1.6	2.4	3.7999999999999989	Vertical	0	1	1	1	Horizontal	1	1	0	1	% of Quota Performance

% of Target Incentive
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