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Acme Corporation Software Sales Compensation Plan

Purpose

The compensation plan is designed to motivate and reward efforts in achieving Acme Corporation revenue growth objectives. Each plan may contain differences based on your prior work experience, your products, current base salary and incentive mix. 

Compensation & Plan Summary

The Acme Corporation compensation philosophy is to provide a total compensation program that is competitive within our marketplace. To accomplish this, Acme will pay competitive base salaries, benefits and incentives that enable the sales person to significantly increase their cash compensation.

The compensation plan is made of two elements: 1) base salary and 2) the incentive compensation. The base salary is designed to provide a stable income and to reflect individual skills, experience, and performance as well be competitive within the labor market. Each position has been assigned a salary range based on its value and contribution to the company. 

The second element of the compensation plan is the incentive component, comprising commission, awards and bonuses. The commission for any given month will be paid on the second pay period immediately following the end of each month.  

The base salary plus incentive pay represent the total annual compensation target at 100% of quota. These amounts are contained in Schedule A which accompanies this plan.

How the Incentive Plan Works

The incentive plan is based on your performance toward meeting quota objectives. These objectives are both company and product specific.  

Commission

Commission is based on a percentage of each qualified sale. Refer to Schedule A for percentage amount.
Quotas

Quotas are established at the beginning of each year, or soon after a new sales person starts, and are broken into quarters. The annual total is based on prior year’s results (taking into account growth and retirement of products). The quarterly target is based on existing knowledge of the seasonality of our sales process, the release date of new products and our desired sales revenue.

Multipliers

In order to encourage you to hit the quarterly and annual sales quotas, there is a multiplier that kicks in at 100% of quota and at subsequent percentage increases over quota. It multiplies your commission by product/category for all sales achieved at or above the specific quota within the applicable time period.  

For example, if you usually receive a 2% commission and you hit your quarterly quota early, then everything that closes (a qualified PO is received) from that day until the end of the last day of the quarter gets paid the regular commission, plus an additional multiplier amount defined within Schedule A. The same approach holds true when you hit your annual quota early.

Additional Incentives

Additional incentives may also be implemented in order to focus sales on specific product titles or objectives within a specific month, week or day.

Terms and Conditions

Effective Date of Plan

This plan supersedes all previous incentive compensation plans except specific initial offer clauses. It becomes effective _______________ and is subject to Acme Corporation rights as described below to amend, modify, or discontinue the plan at any time during the plan year upon 30 days notice, or sooner if agreed to by the sales person. The plan will remain in effect until the end of the current fiscal year. 

Sales Incentive Assignment

Plan Participants will be assigned sales incentives at the beginning of the Fiscal Plan Year or soon after a new sales person starts. Sales incentives will be assigned on a quarterly basis with the sum of the quarterly incentives equal to the annual incentive.

Territory Assignment

Plan Participants will be assigned a specific sales territory. The territory may be defined in a number of ways, including, but not limited to, geographical, vertical or specific account name. Territory assignments may be modified at any time, for any reason by the VP of Sales or President of Acme. 

Unless done so as a courtesy to help out, Plan Participants may not make verbal, written or third party contact outside of their assigned territory regarding any sales opportunities without prior written or e-mail notification to the person(s) responsible for such territory. Violation of this process may result in the forfeiture of sales incentive credit for any related sales. 

Territory Modification

The VP of Sales can reassign, realign or redefine a Plan Participant’s territory at any time upon one weeks advance notice, verbally or written. The Plan Participant whose territory is being modified will receive 100% of the sales incentive credit for products sold in that territory provided those sales are completed and acceptable according to plan prior to the date the reassignment becomes effective. 

A comprehensive sales account pipeline review will occur prior to re-assignment of the territory. Any outstanding, or partial effort that can be substantiated will be noted and a percentage of commission (ranging from 0-100%) will be assigned to each active account in the event the business closes (a received PO) within the next 90 days. 

Upon territory re-assignment, all prospects and customers then become the complete responsibility of the Plan Participant who has been newly assigned to the newly defined or created territory. 

Plan Administration

This plan will be administered by the VP of Sales with process and procedural assistance from Bookkeeping and HR.

Plan Changes or Discontinuance

Acme Corporation has developed this plan based on current products, territorial, customer, personnel assignments, and existing business, market and economic conditions. 

If substantial changes occur at Acme Corporation, which affect these products, assignments, quotas, or conditions, the company may add to, amend, modify, or discontinue any of the terms, quotas or conditions of the plan at any time during the plan year, provide that action does not reduce the amount of awards earned (i.e., sales are completed and acceptable for revenue recognition purposes according to the plan) before the date of action. 

Payment Type

If a customer is using a financing company, commission will be considered earned in the period that the money is received. If the customer is paying by using an in-house payment plan, the commission will be considered earned in the period that the first payment is received. If a customer returns a product, the commission amount and the sales credit toward quota will be deducted in the period in which the customer returns the product. 

Contests

The company may announce periodic contest or special incentive bonuses. The purpose of these special programs will be to provide additional income to Plan Participants in an effort to increase company revenues. 

Base Salary Adjustments

Salary is reviewed and adjusted by HR and Sales Management in accordance with Acme Corporation policy. Your base salary will be reviewed and possibly modified by your supervisor annually or as defined by the company policy.

Incentive Compensation Payment

Incentive awards and bonuses will be calculated quarterly, based on quarterly results. A participant must be an active employee for more than one-half of the business days of a calendar month in order for the month to be included as part of the quarter. Actual payment will be included in the 2nd paycheck following the last day of the quarter to allow accounting and management time to tabulate and analyze the results. Acme Corporation uses calendar quarters. 

Incentive payments will be included as compensation in the year paid for and will be considered taxable income to participants in the year paid and will be subject to withholding of required income and other applicable taxes. Actual tax liability is the participant’s responsibilities. 

Termination and Transfers

Participants whose employment is terminated for death or permanent disability, or who are granted an approved leave of absence, are eligible for awards if they have spent at least 30 days in an incentive eligible position before termination or leave. Quotas and incentive compensation awarded will be prorated to reflect the amount of time served in an eligible position. 

All amounts owed by a terminated Plan Participant to Acme Corporation shall be paid according to the standard plan (i.e., if a plan pays incentive bonuses after a quarter then the quarterly bonus will be prorated on a daily basis according to the percentage of quota at the time of termination yet paid at the end of the quarter per plan.) Also, any outstanding balances due shall be paid by Acme Corporation according the standard schedule as mentioned herein. 

The undersigned acknowledges the above compensation plan as described. 

_______________________________________


________________

Employee Signature






Date

_______________________________________


________________

Company Signature






Date

Schedule A

Sales Commission, Quota, and Territory for _______________

Following is your base salary, commission, territory, quota and total target compensation at 100% of plan per product or category. This information is unique to you and should be kept confidential.

Your annual base salary is ______________.  

Your target annual compensation with base salary and incentives at 100% of quota is ______________. 

Your commission percentage is: 

Product/Category


Percentage

_____________


________

_____________


________

Your assigned territory: ______________________

Following is your assigned quota by product/category:

	Quota
	Product 1
	Product 2
	Other Items

	Annual Quota
	
	
	

	First Quarter
	
	
	

	Second Quarter
	
	
	

	Third Quarter
	
	
	

	Fourth Quarter
	
	
	


Following is your commission multiplier at the associated quota (this applies to the quarterly and annual quota)—everything after hitting the quota gets paid the regular commission times the multiple:

Percentage of Quota

Multiplier

100%



1.5

125%



1.75

150%



2


200% and above

3

The undersigned acknowledges the above compensation plan as described. 

_______________________________________


________________

Employee Signature






Date

_______________________________________


________________

Company Signature






Date
