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We're napoy to grovide a copy of toda
slides. Informeation will be ¢ or rovidead at ifje
close of the preseniatiorn.

Building Unified

FOr questions during today’s presentation:
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ey concepts

- The primary purpose of an incentive plan s to
focus ermployaes on a cornpany’s most irmoortert
goals

> Selecting e rlgnr meirics can significantly alter

Danavior arnong kKay amoloyzes
- There are two core approaches to selecting

meirics—eaach witn oros and cons

> The effectivenass of your perforrmance
agement systern should be considered before
selecting from the two approachas

- What s VisionLink’s “Beast Praciica” apnoroach?




\y FOr Perforrnance Opjecilves
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- Recrult and retain nigneast quality
armployees

P
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- Cornmunicata and reinforce ine valu

goals, and objeciives of ine cornpany

]
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> Engage employees in the
organizaiorn’s succ

> Reward coniripuiors for succassiul
achnievearneants




T . = |
Bullding an Incentive Plan
A Unique Process
Purgose People Potentizl Share
Financisl isions
Tier Welgnt Indicatiors Allocate Meagure
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Bullding an Incentive Plan
A Unique Process
Purgose People Potentizl Share
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> Mlay or rnay not pe in financial
S[El[errlerl [S Building Unified
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> Track progress towards strategic




> Could be a number or a perceriage
- Could be fled to gudget (1.2., % o

oudgeiad target acniavermeant
- Could be an irnprovarmeni ovar prior

oeriod
> Could nave a minirnurn tnresnold

» Could pe tered




> Seexing to irmprove performarnce

- Seexing o influence benavior
> Not irying to “rnotivaie” o)

> Trying to “focus” througr
cornrnunicaiion and reinforcernearnt

> Trying to reinforce an ownearsnig
culiure




Two Core Approaches
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Profit _ |
Based rargeted
Allocation D
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A percentage of
arnnueal grofits awarded
to employees

—-

Tne award armnount

'5 cdivided arnong
iployees based on a

ore-deterrnined forrnula
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Acnievernernt of aweard Is fied to
multinle specific rrwasurements
or “rnetrics.” Me

Czln Vary persor to person.
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Tyoically paid ait year end,
BUt may be guarterly.
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Profi
Based

Allocatior

(PBA)

FOCLS Solely annual profits

Valle Mz be opern-erided
Desigr Pelatively simple

Sironcl Perforrnanc

- o
Management System




» Select "benchrnark” or “growin’ 20oroac
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itaige to share (fixed or tierad)
+ Sealect allocauon forrnulzy

- Detarming whnethear employee awards will be
iInfluznced by parsonal periormernce




rPoA—Dangers
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[argeied
1 PI's
(TYPl)
- Mey inclucde cornpany, rJe, I
J_'OC/L]:) Building Unified
tearn & Individual rmetrics Financial Visons
Value Typically capped

Car rur frorn
nasic to cormnoles
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> Select range of targets

> select componernts

- Select drivers (metrics)

- r

> Select performarice ters
irninaie all-or-riotning)

> D2l Up measurerment sysierms




> Miscalculatiorn
> Garning

> Sandoagging
> Misalignrmeni
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Profit ] |
Based [argeied
Allocation P's
(PBA) (TPl
C 00U “olely annual orofis Mz Include cormpzny, seai
rULLIZ 2Ulcly ¢l Licl Lz , TR T
~ / ! - tearn & individual rmet
Valle May be oper-ended Typically capped
. . . Ceinl run frorn
Design Felatively sirmple R
=19 J =i pasic to cornplas
Stronc Perforrneance Selaecinc ine

Right metrics
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Indicators:
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Ing Indicators for a T¥PI Plan
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For example: B e
Corpany - Ravenua growtn and Net Incorne;

Dzoartrment - [morovament in Custormear
ratenion goal;, Collections raie;
=roloyeze Productivity facior;

Individual - periormance gozl achievernani




2008 Performance Maitrix

30,000 100% Financil Visions

$ 90,000
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tLrn on Assets

(_

Earnings Before Incentives
=BT, EBIT, EBITDA
Econornic Profit (Productivity Profit)

Feverne per ermployee

rofit per employee

o U

ustorner satisfaction indicators

artrment

New Loans

Dep

Gross Margin
Overnead Percentage
Average Daily Roorn Rate
Average Daily Occuparncy Raie

Contripution Margin

(11

Lpenses to Budget
Production Quotas

Ermployees Retention Percenta

()
@

Fegistrations

Client Referrals
Alpria

Nurnoer of MBOS met

Building Unified

Financial Visions




()
—
o ,
».
Q)
i
()
(—
(D

O.

Senslilvity Testing
Financial Visions




sensiivity Tesiing

> Tie Incentve plan o annual pudget
orojecton

> Tesinighs and lows

> Test each mairix

> Snow ROTR|™
— Opean up e incentives o ve a3 nign 23

Building Unified
Financial Visions




IS It possible for the sharenolders
[0 gel inelr nignest return oy paying
unlirnited incenilves?




ROTRI™ - Raturn on Total
Reawards Invesirnent




Flow rmuch Is tne Total
Reawards Invesirnent?
+ Salaries

> Cornmissions

Building Unified

Financial Visions

s Retrermearnt contrioutlons

- Payroll taxes




Whnat return co you get on tnat
Invesirment?

Y0




ROTRI™ Example:

Capital Account $ 2,000,000

Cost of Capitel 12%

Capital Charge $ 240,000 —
NOPAT $ 1,000,000
Productivity Profit $ 760,000

Total Rewards Invesirnent $ 4,500,000

ROTR]™ 15.9%

(ROTRI = Productivity Profit/Total Rewards Investimeant)
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PBA Allocaiion Schedule

Productivity Award

Profit 7
|

F]r:“ e
NIV

$500,000 15%

AMounts over

371,000,000 20%
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ROTR] [an|e
.. owrner's
_ Procductivity Awelrd owrner's i
NOPAT SHEIVI AR Z  ROTR
Profit Arnount ROTRI($9) J
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$1,000,000 % 760,000 % 89,000 © &71,000  14.9%

$1,500,000 1,260,000  $177,000 1,083,000  24.1%
2,000,000  $1,760,000  £277,000  $1,483,000  33.0%
3,000,000  $2,760,000  $525,000  $2,235000  49.7%
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Measuring Employee Passion

- Nei Moijvaiion Score (NMS)

\r".'rfu"'rr'rf-a' e R Yo R i
) E/(s!ffllfl:‘:) riree responses:
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pllevrlomr/ of the plan

N
Q1




Net Motivation Score

- | clearly understand wnat
organizatonzl resulis neeac
order to raceive my targaiac

oarsonal and
d to be achnievad in
incantp/e award

!_

) . . IE_auiIdng Ur_wified
+ | belizve the cornpany can, and likely will,

ulis that will 2naole me to 22arn
anive award
nieve our resulis

antve award value 1s

s I 13 IMportant that we 2
cause my targaiad i
v meaaningiul to me
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Net Motivation Score

- | clearly understand wnat per SJruI c,lfld
need to e acniavead in

organizationzl resulis
order

der to raceive my [argeted incenive award
) . ) . . IE_auiIdng Ur_wified
+ | pelieve the cormpany can, and likely will,
achieve the resulis that WI|| anable mea o a2armn
my targeaiad incentyve award

o Ui irnporiant tnat we achizve our results
vacause my targated incanive award value i3
very rmeanindiul to me




Typical Score

Clarity

Belief 3 5 2 1
Value 4 2 4 0 Financial Visions
Composite 0.7




Poslt

2

Clarity
Belief
Value

Composite

(D
U )

lve Score

1 6
8 0 8
7.3
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Flow clo we use tne NIVIS?

— apout the cormpany’s plans
— the way they're communicated P

~ -

Ak Ty -~ NP\ Ao
—whnera ine amployees are

h)

> Siraiegize
— how o Improve tne plans
— how o petier comrmurnicaia inearr
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Complimentary Offer

~F

VisionLin inviies you to partici
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“Net Motivailon Score” Assassrmernt

Building Unified
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(Coniidential, and no obligation)

Indicate Interest on survey form




Conclusions

- Seleciine riJh' tyoe of plan vasead or)
your organization’s culture, business
model and ¢ :JJE-IS
> Selectan approa.c,h PBA or T .Pl) and
stay with It (polisn and perfect gver
frne)
- Vleasure the return on the olan’s
effectivenass ir ougn ROTR|™
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Neayxt Online Serminar:

il

Flow Do | Structure Cormgpensation
In {‘:‘L‘:‘SSIOHCL ry Tirnes To Ensure g ntes
Ongoing Performance?”
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Than you for atiending

Please cormplete our orief survey Irmrnecizizly
following our preserniailor).

VWe value your Input,

Financial Visions

{OLU rnay request a co
“Incentive Plarn Gi ndel]nes” clocurnent, ancd
tne “Net Motivation Scc Mmej

The VisionLink Advisory Group ¢ www.viadvisers.com




Thank Youl
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