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Today’s Presenter: 

Ken Gibson 
Senior Vice President 
(949) 265-5703 
kgibson@vladvisors.com 

7700 Irvine Center Drive  Suite 930  Irvine, CA 92618  949-852-2288  www.VLadvisors.com 
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 Founded in 1996 
 Over 450 Clients in North America 
 Focus: Compensation design and 

management that drives growth 
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We’re happy to provide a copy of today’s slides.  
Information will be provided at the close  

of the presentation. 

To open or close  

the control panel: 

Click the red arrow 
 

For questions during  

today’s presentation: 

Use the question area 

on your control panel 
Webinar 

Q: Are the slides available? 

A: Yes, more info will be provided at the end 
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One hour consulting call 
with a VisionLink 

principal at no charge 
 Indicate interest on 

final survey 

Special Offer 
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Key Questions 

 How do we make sure pay drives instead of inhibits 
growth? 

 How do we tie compensation to the sources of 
business growth? 

 How do we turn the company a “wealth multiplier” 
organization? 

 What are the elements of a “pro-growth” rewards 
strategy? 

 
 



So…what drives business growth, and 
what does pay have to do with it? 
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Pay Plans that Drive Growth… 

 Build a sense of partnership 
between ownership and the 

workforce 

 Communicate and reinforce the 
values, goals, and objectives of 

the company 

 Engage employees in the 
organization’s success 

 Reward contributors for 
successful achievements 

 Create a unified financial vision 
for growing the business 

And… 
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A “Must” 

 
 

Reinforce the business 
model. 

• Reinforce leverage 
points 

• Reinforce roles 

• Reinforce expectations 



Communicate what’s important 
so execution will align with the 

business model 

What are you trying to do when you 
introduce a new compensation plan? 
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Compensation Strategy 

 Systematic way of investing profits in 
employees in a way that multiplies 
productivity and growth.  In the process, 
create a sense of partnership with those on    f     
whom our future growth depends. 



 
 Create Alignment Between Leadership and 

Workforce through Compensation 

 



15 15 

The 5 Pay Essentials for Business Growth 

Employ a process 
Have a philosophy 

Build a structure 
Share long-term value 

Measure your return on pay 
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Employ a Process 

 Form a compensation committee 
▪ CEO 

▪ CFO 

▪ HR 

 Establish roles 
▪ CEO should set strategic direction 

▪ Outside advisors 

 Calendar regular meetings 
▪ Quarterly is ideal 

▪ At least semi-annual 

 Define a review and decision-making 
system 

▪ Philosophy and Total Compensation Structure 
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Envision the Future 
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Envision the Future 

 Build and test a financial 
model 

 Base, Target, Superior 

 What has to prove true 
for those results to be 
realized? 
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Build a Model – P&L Forecast 
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Proper View of Compensation 

 Strategic Tool 
 Not One Dimensional, it’s Multi-Faceted 
 Define: 

 Role 

 Outcomes 

 Financial Partnership 

 Communicate: 

 What’s Important 

 Priorities 
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Salary 

Performance 
Incentives 

Sales 
Incentives 

Growth 
Incentives 

Core Health 
& Welfare 

Plans 

Executive 
Benefit 
Plans 

Qualified 
Retirement 

Plans 

Nonqualified 
Retirement 

Plans 

Salaries 
Competitive with market standards? 
Tied to strong performance management process (merit)? 
Managed within a flexible but effective structure? 

Performance Incentives 
Tied to productivity gains? 
Clear, achievable and meaningful? 
Self-financing? 

Sales Incentives 
Challenging yet achievable? 
Reinforcing the right behaviors? 
Differentiating your offering? 

Growth Incentives 
Linked to a compelling future? 
Supporting an ownership mentality? 
Securing premier talent? 

Core Benefits 
Responsive to today’s employee marketplace? 
Allocating resources where most needed? 
Evaluated to eliminate unnecessary expense? 

Executive Benefits 
Flexible enough to address varying circumstances? 
Communicating a unique relationship? 
Reducing employee tax expense? 

Qualified Retirement Plans 
Giving employees an opportunity to optimize retirement values? 
Operated with comprehensive fiduciary accountability? 
Avoiding conflicts and minimizing expenses? 

Nonqualified Retirement Plans 
Optimizing tax-deferral opportunities? 
Aligning long-term interests of employees with shareholders? 
Structured to receive best possible P&L impact? 

 

An Aligned 
Compensation 

Strategy 
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Form of Pay Purpose Standard Investment ROI 

Salaries 
Provide for the current cash needs 

of our executives 

40-50th percentile for 
peer group 

$500,000  
Achieve ROA standard 

of  0.75% 

Short-term Incentives 

Enhance current cash payments 
to executives for achieving top 
and bottom line annual goals 

30-40% of base salary $168,000 (Target) 
15% revenue growth 

and 12% margin 

Long-term Incentives 
(Cash) 

Retain execs; focus them on long-
term earnings growth; align with 

shareholder interests; meet 
wealth accumulation needs 

15-20% of base salary $84,000 (Target) 

Long-term growth in 
earnings (double 

earnings = share 13% 
of new value) 

Long-term Incentives 
(Equity) 

Retain execs; focus them on long-
term earnings growth; align with 

shareholder interests; meet 
wealth accumulation needs 

15-20% of base salary $84,000 (Target) 

Long-term growth in 
earnings (double 

earnings = share 13% 
of new value) 

Core Benefits 
Meet basic security needs of the 

executives 

50th percentile for 
peer group 

$25,500  ROA of 0.75% 

Executive Benefits 

Enhance basic security needs and 
meet market standards for 

perquisites 

50th percentile for 
peer group 

$24,000  ROA of 0.75% 

Qualified Retirement 
Provide wealth accumulation 

opportunity for executives 

40th percentile (3% of 
salary) 

$15,000  ROA of 0.75% 

Supplemental 
Retirement 

Strengthen rewards value 
proposition to help recruit and 
retain executives; meet wealth 

accumulation needs  

30th percentile 
compared to banks 

that have plans 

$135,000  ROA of 0.9% 
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Have a Pay Philosophy 
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Pay Philosophy—Level One 

 We believe “the company” should be paid 
first 

 Beyond an appropriate return on capital, 
we believe value should be shared with 
those who help create it 

 We believe in rewarding good profits and 
discouraging bad profits 

 We believe rewards should reinforce our 
business model 

 We believe in being at or slightly below 
market with guaranteed pay but in 
providing unlimited upside through value 
sharing 
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Pay Philosophy—Level Two 

 We believe in paying base salaries for 
key producers at the 40-50th percentile 
of market pay but in providing unlimited 
upside earnings through value sharing 

 We believe value sharing should be split 
50/50 in rewarding short-term and long-
term performance 

 We believe value sharing should only 
occur once shareholders have received a 
12% return on their capital account. 
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Build a Compensation Structure 
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Compensation Philosophy 

   
Our values and beliefs about 

pay (that will help us fulfill our 
business model) 

 
• Why do we pay our employees? 
• What do we pay for (desired 

outcomes)? 
• How much do we pay (relative to 

peers)? 
• How do we pay (to spur 

productivity)? 
• How do our pay programs 

differentiate us from our 
competitors? 

 

 
Total Compensation Structure 

 
Our system for operating pay 

programs (per our comp 
philosophy) 

 
• How do I benchmark my positions ? 
• How do we  treat positions for 

which there is no market data? 
• How do we value rewards 

programs for which there is no 
benchmark data? 

• How do we organize our positions 
within grades to simplify pay 
management? 

• How do we assign relative values 
for each rewards program by 
grade? 

 

 
Company Business Model 

   
Our plan for generating 

revenue and profits 
 
 

• How does the company make 
money? 

• How do we create and maintain 
our competitive advantage? 

 

 
General Benefits 

 
• How do we make 

decision about 
altering or adding 
benefits? 

• How do we control 
escalating insurance 
costs? 

• When should 
employees become 
eligible for benefit 
program 
enrollment? 
 
 
 

 
Executive Benefits 

 
• What supplemental 

life, disability and 
health plans? 

• What performance 
or years of service 
criteria should be  

• What additional 
benefits (car 
allowance, cell 
phone, etc.) should 
be adopted? 
 

 

Long-term 
Incentives 

 

• How are awards 
determined? 

• How frequently are 
they granted? 

• What vesting 
schedule will we 
use? 

• What events will 
trigger payments? 

• How will awards be 
valued? 

 
Bonuses 

 
• What elements are 

included? 
• What metrics do we 

use? 
• How frequently do 

we pay? 
• How do we adjust 

for not-targeted 
performance? 

• How do we account 
for individual 
performance? 

• How do we set 
minimum 
performance 
thresholds? 

 
Salaries 

 
• How do we manage 

merit and/or cost of 
living adjustments? 

• How do we adjust 
for promotions or 
grade 
advancements? 

• How do I set an 
appropriate salary 
budget? 

• How should salary 
adjustments reflect 
our pay philosophy? 

Financial Stewadship Partnership Reinforcement 

Company Business Model Compensation Philosophy Total Compensation Structure 

Rewards Plan Operation 

Operational Integrity  
Financial Stewardship 

 
Our plan for maximizing the 
return  on our compensation 

investment 
 

• What is my total compensation 
investment? 

• How are our plans forecasting 
against budget? 

• What are the right metrics for 
measuring my compensation 
ROI? 

 

 
Operational Integrity 

 
Our plan for assuring 

consistent, fair and wise 
decision making 

 
• How do we validate the 

effectiveness of our pay 
programs? 

• How do we ensure we are 
paying consistent with our 
compensation philosophy? 

• What programs should we 
consider expanding or 
eliminating 
 

 

 
Partnership Reinforcement 

 
Our plan for insuring our 

employees understand and 
value our rewards proposition 

 
• How do we communicate the 

true value of our rewards 
proposition? 

• How do we assess employee 
understanding and 
appreciation? 

• What is the right way to 
communicate significant 
compensation events to our 
employees? 
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The Final Structure  

Salary

Sales
Incentives

Performance
Incentives

Growth
Incentives

Core Health
& Welfare 

Plans

Executive 
Benef it Plans

Qualif ied 
Retirement 

Plans

Nonqualif ied 
Retirement

Plans

Min Mid Max

1          203,531       271,375       339,219     50.0% 100% 50% 50% 5% Yes 5% $11,141 Unlimited Unlimited 15,000 20,000       

2          150,078       200,103       250,129     35.0% 75% 50% 50% 5% Yes 5% $11,141 Unlimited Unlimited 10,000 12,500       

3          119,497       159,329       199,161     25.0% 50% 100% 0% 5% Yes 5% $11,141 25               5                 5,000 8,000         

4          102,632       136,843       171,054     20.0% 25% 100% 0% 5% $6,127 25               5                 5,000

5          81,293         101,616       121,940     15.0% 5% $6,127 25               5                 5,000

6          69,720         87,150         104,580     15.0% 5% $6,127 15               5                 

7          58,564         73,205         87,846       10.0% 5% $6,127 15               5                 

8          50,176         62,720         75,264       10.0% 5% $6,127 15               5                 

9          44,038         51,809         59,580       5.0% 5% $6,127 15               5                 

10        37,211         43,777         50,344       5.0% 5% $6,127 10               5                 

11        30,784         36,217         41,649       5.0% 5% $6,127 10               5                 

12        23,562         27,720         31,878       5.0% 5% $6,127 10               5                 

13        19,529         22,975         26,421       0.0% 5% $6,127 10               5                 

14        17,354         20,417         23,479       0.0% 5% $6,127 10               5                 

Annual Car 

Allow

Grade/

Band Sick Days

Salary Range

Bonus 

Target

LTIP 

Target

Financial 

Planning 

Perk

Deferred 

Comp 

Elegible

Deferred 

Comp Max 

Match

401k 

Match 

Max %

Vacation 

Days
% Phantom 

Stock FV

% Phantom 

Stock AO

Health, 

Dental, 

Life
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Share Long-Term Value 

 



But First…Define Value Creation 
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Pay the Company First 

“Basically, up to the 
company’s operating 
profit target, all of 
the profits go to the 
company; and only 
after that target is 
met, do we start 
funding the incentive 
pool.” 

 

Example: If UL’s target 
is $80 million-- 
 100% of first $80 in 

profit goes to 
company 

 The next $20 million 
goes to the incentive 
pool 

 From there on, 50/50 
between company & 
incentive pool 
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Select the Right Plan Type 

Stock Option 

Performance Shares 

Restricted Stock 

Phantom Stock 

Option 

Performance 

Phantom Stock 

Phantom Stock 
Profit Pool 

Performance Unit 

Strategic Deferred 

Compensation 
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Grant Equity or 

Not Equity? 

Full Value or 

Appreciation Only? 

Yes 

Appreciation 

Stock Option 

Full Value 

Performance Based? 

Yes 

Performance Shares 

No 

Restricted Stock 
No 

Reward for Value 

Increase or Financial 

Performance? 

Value Increase 

Full Value or 

Appreciation? 

Appreciation 

Phantom Stock 

Option 

Full Value 

Performance Based? 

Yes 

Performance 

Phantom Stock 

No 

Phantom Stock 
Financial 

Performance 

Appreciation-

Performance Based or 

Employee Directed? 

Performance 

Based Reward for 

Profit/Cash Flow or 

Other Metrics? 

Profits 
Allocation or 

Objectives Based? 

Allocation 

Profit Pool 

Objectives Other Metrics 

Performance Unit 

Employee Directed 

Strategic Deferred 

Compensation 
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Build a Model – P&L Forecast 
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Sample LTIP Model – PSO Projections 
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Measure Your Return on Pay 
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ROTRI™ - Return on Total 
Rewards Investment 
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How much is the Total Rewards 
Investment? 

 Salaries 

 Commissions 

 Bonuses 

 Deferred award accruals (LTIP) 

 Core benefits 

 Executive benefits 

 Retirement contributions 

 Payroll taxes 
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What return do you get on that 
investment? 

 
____% 



40 40 

ROTRI™ Example: 

Capital Account 

Cost of Capital 

$   2,000,000 

ROTRI™ 

Total Rewards Investment 

NOPAT 

Capital Charge 

   Productivity Profit 

16.9% 

$   4,500,000 

$      760,000 

$   1,000,000 

12% 

$      240,000 

(ROTRI = Productivity Profit/Total Rewards 

Investment) 
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Measure and Create 
Line of Sight 

Vision  
 

Where? 

Model & 

Strategy  
 

How ? 

Roles and 

Expectations                      
 

My Contribution? 

Rewards                 
 

What’s in it for 

me? 



Alignment Appraisal 
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Compensation Practices (Structure) 
The Alignment Appraisal™ assesses the pay philosophy and practices of the 
company relative to world-class standards. 

 

Alignment 
 

 

Meaning 
 

 

Stewardship 
 

 

Partnership 
 

Do we align our pay strategy with our business 
strategy? 

 
Does our pay strategy offer fair and meaningful value 
to our top contributors? 

 
Are we effective stewards of the compensation 
investment being made by shareholders? 

 
Do the design components of our incentive plans 
promote a value-sharing, partnership philosophy? 

 
Are we excellent communicators of the value and 
purpose of our compensation packages? 

 

Reinforcement 
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Compensation Impact (Mindset) 
The Alignment Appraisal™ assesses the impact of your pay practices on your  
employee’s perception of how well they fit in your company.  

 

Compelling 
 

 

Connection 
 

 

Fairness 
 

 

Value-Sharing 
 

Do your employees perceive themselves as belonging 
to a dynamic organization with a compelling future? 
 

Do your employees see the connection between 
company success and personal compensation? 
 
 
Do your employees feel that your pay practices are fair, 
consistent and purposeful? 

 
Are the design components of your incentive plans 
based on a value-sharing, partnership philosophy? 
 
 
 
 

Do your employees feel fully engaged in their jobs? 
 

Engagement 
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The 5 Pay Essentials for Business Growth 

Employ a process 
Have a philosophy 

Build a structure 
Share long-term value 

Measure your return on pay 
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One hour consulting call 
with a VisionLink 

principal at no charge 
 Indicate interest on 

final survey 

Special Offer 
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Please complete our brief 

survey immediately 

following our 

presentation.  

We value your input. 

Request a copy of our 

slides, white paper and a 

complimentary 

consultation. 
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Upcoming VisionLink  
Online Seminars: 

Guaranteed vs. Incentive Pay (HR Audience) 
 What’s the Right Balance?  

June 9th   

Compensation as a Wealth Multiplier 
How to Build Pay Strategies that Increase Shareholder Value 

June 23rd  

4 Alternatives to Sharing Stock 
How to Share Value without Diluting Equity 

July 28th  

The 3 “Habits” of Highly Effective Pay Plans  
How to Ensure Your Rewards Programs will Succeed 

August 25th  

How to Achieve a Competitive Advantage in Pay (HR Audience) Sept 9th  

The 4 Secrets to Retaining Top Talent 
How to Solve the Key Performer Retention Problem 

Sept 22nd 
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NOW AVAILABLE! 
A Checklist for Building World-Class 

Compensation 

Express interest on the final survey 
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www.VLadvisors.com  

 
You can also subscribe to our blog 
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www.PhantomStockOnline.com  
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Q&A 
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Ken Gibson 
Senior Vice President 
(949) 265-5703 
kgibson@vladvisors.com 

Thank You 


