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Introduction

It is the intent of Client Name, herein referred to as Client Name if shorter, to reward employees for helping to achieve strategic objectives and key performance measures.  As part of a total compensation plan, incentive compensation pay is directly linked to strategic objectives and key performance measures.  This plan provides motivation and reinforcement for organizational and individual performance and growth that are needed for annual results.  
Plan Definitions

The terms used in administering this Incentive Compensation Plan are defined below.  

· Base Salary – The annualized regular pay rate of an employee.

· Bonus Target – The percent of base pay that a participant receives for meeting the performance outlined in the objectives monitoring and assessment sheet.  
· Minimum Performance – The performance standard that is the threshold for receiving the minimum award percentage.
· Overall Weight – The percent of the overall award assigned to specific objectives.  It is based on the relative importance of the objective in achieving the long-term strategic direction.

· Performance Percentage – The quantitative or qualitative standards established for each objective and used to assess achievement.  

· SMART Objectives – An acronym representing Specific, Measurable, Attainable, Realistic and Trackable.

· Target Performance – The performance standard that is the threshold for receiving the target award percentage.  

· Total Compensation – The cash reward that an individual is expected to earn if performance meets standards and results are achieved.  It equals base pay plus incentive compensation at award targets.
· Upside Performance – The performance standard that is the threshold for receiving the upside award percentage.
Plan Eligibility

Employees at the Manager and above level are eligible to participate in this incentive compensation plan, herein referred to as the plan, on the first of the month following their hire date.  An employee must begin work on or before December 31 of the fiscal year for the plan in order to be eligible in their first year of hire.  Employees in this plan will receive a pro-rated payment for their first fiscal year of participation based on their eligibility date.  The fiscal year for this plan is April 1 to March 31.

Objectives

Performance on agreed upon strategic objectives is the basis of this Incentive Compensation Plan.  Objectives must be SMART, defined as specific, measurable, attainable, realistic and trackable.  Although in some instances, the objectives may be less quantifiable and require qualitative measures.  In any event, they are aligned and in support of the overall business strategy.  
Typically, there are no more than three to five objectives in the plan.  

The business environment and priorities can change during the year.  Occasionally, there needs to be a dramatic change in organizational direction.  In such situations, it will be appropriate to make modifications to the plan for the current calendar year.  Additionally, the plan will be reviewed and adjusted annually.
Refer to Attachment A for a Sample Worksheet capturing the relevant information needed to document objectives and measures for the Incentive Compensation Plan.  

Award Targets

The total compensation for a position is the sum of the base pay and the targeted incentive pay.  The award target is expressed as a percent of pay.  The award target has the opportunity to increase as upside performance is achieved.  The award target can also decrease if only minimum performance is achieved.  To receive an award, performance must meet at least the minimum performance threshold.    

Award targets are set prior to the beginning of the plan year.  They are approved by the CEO of Client Name.

Weighting Guidelines

Each objective is given a weighting which represents its relative strategic importance.  The total weighting for the entire plan is 100%.  For motivational purposes, an objective should have a minimum weighting of 10%.  Weighting guidelines will be reviewed and potentially changed annually.  The weighting for the various objectives does vary by the employee’s position in the organization. 
Performance Assessment

Review on objectives should be conducted annually.  It is also recommended that a discussion be held on the progress of individual objectives on a quarterly basis.     

The final performance assessment and documentation is completed annually at the conclusion of the fiscal year.  Each objective is assigned a performance percentage ranging from 50% for Minimum, 100% for Target, and 120% for Upside representing the level of achievement for the objective.  This information is assessed on the Objectives Monitoring and Assessment Sheet.    

Award Calculation

An award for each objective is calculated using the participant’s base pay as of April 1 of the current fiscal plan year, the award target, the objective’s weighting and the final performance percentage.  The sum of each award is the total award for the Incentive Compensation Plan.  Refer to Attachment B for a sample calculation.  

Terms and Conditions

All employees must comply and adhere to the Code of Conduct and HIPPA policies to be eligible for payment under this Incentive Compensation Plan.  

Payments will be made to eligible employees who are actively employed as of March 31 for the current fiscal year and who have not tendered a resignation.  There are no pro-rata payments under this plan except in the first year of eligibility.
Employees who transfer out of an eligible incentive compensation plan or transfer to a position with different incentive plan weightings, will have their payment calculated based on time in each role.  Time in a transferred role will be calculated based on the start of the first of the month following a transfer.  

Eligibility and payout on short- or long-term leave will be based on applicable laws, regulations and organization policies.   

In the event of an employee’s death, the employee’s estate will be eligible for any earned incentive payments due to the employee for the current fiscal year.
Employees on this incentive plan are responsible for reviewing and confirming the accuracy of their bonus payments.  Within 30 days after a payout is received, an employee can bring forward any discrepancies in calculation for consideration.  After the 30-day period following receipt of a payout, if no issues have been raised by the employee or Client Name, the calculation and payment are considered final.
Client Name reserves the right to change, suspend, or discontinue this Incentive Compensation Plan at any time without prior notice.  Nothing in this plan shall be construed as a guarantee of employment for any participant for any fixed period of time.  The plan can not be modified to eliminate payments already earned.  Client Name also reserves the right to alter objectives at any time during the year to reflect changing business conditions.  
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Attachment A
This is a sample “Objective Monitoring and Assessment” worksheet.
Note:  An electronic version of the document is available.

Sample Assessment Sheet goes here – copy and paste in.
Attachment B
Sample Calculations

	Objective Award Calculation


Assumptions:

	Base Salary:
	$70,000

	Bonus Target at 5% of Pay:
	$3,500

	Objective Weighting:
	15%

	Performance Percentage:
	100%


	
	Base Salary
	X
	Bonus Target
	X
	Overall Weight
	X
	Performance Percentage
	=
	Objective Award
	

	
	
	
	
	
	
	
	
	
	
	

	
	$70,000
	
	$3,500
	
	15%
	
	100%
	
	$525.00
	


	Total Award Calculation


Assumptions:

	Base Salary:
	$70,000

	Bonus Target:
	$3,500


	
	Objectives
	
	Overall Weight
	
	Performance Percentage
	
	Objective Award

	
	
	
	
	
	
	
	

	
	Objective 1
Objective 2

Objective 3

Objective 4

Objective 5
	
	15%
35%

20%

20%

10%
	
	100%
100%

100%

100%

100%
	
	$525.00

$1,225.00

$700.00

$700.00

$350.00

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	Total Award
	
	
	
	
	
	$3,500.00
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