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	Sales Incentive Policy
                                           Owner: Director, Sales & Marketing
Department: Sales



	Brief
	The Company will maximize the benefits of a motivated sales team to achieve defined sales goals through an incentive program.

	Purpose
	A written set of guidelines for the sales incentive program designed to indicate key company performance areas to the sales organization and to provide a resource for day-to-day, as well as circumstantial situations.                  

	Persons Affected
	All Sales Staff

	Responsibilities
	National Sales Manager & Regional Sales Managers:  responsible for administering the program

Managing Director: is responsible for approving the Program

Sales Professionals: will participate in the Incentive program

	Scope
	This policy applies to all Sales staff kingdom-wide

	Guidelines
	Program Overview:

The following guidelines are to be applied effective from June 01st 2006 regarding the sales incentive program:

· The program was designed to start from the June 01st 2006 

· While it is not our intent to change the program during this period, SMSA reserves the right to change the program at any time without any prior notification. Requests for changes that materially affect eligibility, responsibilities, payout amounts, or any changes having a significant impact on the way the program is administrated are subject to the approval of the Managing Director of SMSA. 

· The national sales manager will provide updates of the program to regional key, field and tele-sales managers and their reporting staff (if any), ensuring program copies are kept current, and ensuring complete understanding on behalf of the employees. 

· It is the responsibility of the national sales manager to inform employees of bonus adjustments that involve them and the effect of the adjustments on their quarterly payout. 

· Sales territories and their associated sales staff may not be changed without being discussed and approved by both the regional and national sales management. 
· Each individual customer invoice adjustment will be debited from the sales territory revenues, other related territories, and sales management during the quarter the invoice adjustments are processed. Billing corrections, customer billing problems and other anomalies also follows these guidelines. 
· Saudi Arabia’s sales domestic and international outbound performance is measured, goals are set, and bonus calculations are based on SMSA sales reports from our financial system. 

Both the National and Regional Sales Management are responsible for:

· Distributing monthly performance vs. budget updates to all sales personnel.

· Ensuring program copies are kept current.

· Ensuring employees have a complete understanding of the compensation program.

· Informing employees of bonus adjustments that will affect their quarterly payout.

Adjustments and Exception Requests:

Adjustment and exception requests are handled as described below: 

· Requests that are outside of policy and/or requests for goal changes must be submitted in a memo explaining the details of why the request is being made with supporting documentation.

· The National sales manager will review, research, and forward exception requests to the SMSA Managing Director with recommendations. The National Sales Manager and the Managing Director will review and render a final decision and communicate it to the Sales Professional originating the request.

Eligible Positions: 

The job titles listed below identify positions eligible for variable compensation. Eligibility for variable positions includes only personnel with direct selling positions and management with primary job responsibility for sales personnel.

Current positions within SMSA that are eligible are:

· Regional field sales manager

· Field area sales manager

· Field sales executive

· Regional key accounts sales manager

· Regional tele sales manager

· Tele sales executive

Eligibility Determination:

Both the national and regional sales management determines individual eligibility for sales bonuses. 

By agreement, some sales personnel are ineligible for quarterly sales bonuses. Recognizing the effect of position changes, territory changes, and interrupted service on potential variable compensation earnings, the following guidelines must be adhered to when effecting a change to an employee and when discussing the change with the employee.

New Hires: 

A new sales hire is defined as:

A new SMSA employee promoted or transferred from a non-bonus-eligible into a bonus-eligible sales position. If the new hire begins work in the bonus-eligible position on or before day 16 of the first month of the quarter, the employee is eligible for that quarter’s payout. If the effective start date is after day 16 of the first month of the quarter, the new hire is eligible for the quarter’s payout. This principle is illustrated in the table below:

Corresponding Quarter
Date Of Hire
Eligible Quarter
Q1

June 01st - June 16th
Q1

Q1

June 17th - August 31st
Q2

Q2

September 01st - September 16th 

Q2

Q2

September 17th - November 31st
Q3

Q3

December 01st - December 16th
Q3

Q3

December 17th - February 29th
Q4

Q4

March 01st - March 16th 

Q4

Q4

March 17th - May 31st 

Q1

Regardless of the date of eligibility, bonus calculations are based on revenue and goal for the entire quarter.

Position Changes:

Position changes between sales employees who change from one bonus-eligible sales position to another, are paid bonus based on the position the employee held the longest during the quarter, measured by calendar days. 

This policy also applies if an employee has more than two bonus-eligible assignments during a quarter. To determine when a job change should be effected during the quarter, a decision must be on which job the employee should be paid for the quarter.

Because the number of calendar days in a quarter varies, effecting a job change on day 16 of the second month of the quarter may not satisfy the criteria for bonus payout. 

For example:

Transfer Out Of Sales: 

An employee leaving a bonus-eligible sales job and accepting a non-bonus-eligible position within the company must be working in the bonus-eligible position for at least the majority of the quarter to qualify for bonus.

Interrupted Service:

If the quarter is interrupted by internal promotion, internal change, demotion, short-        term or long-term disability, maternity leave, or leave of absence with-out pay, the employee must have worked in the territory for at least 45 calendar days of the quarter to be bonus-eligible. The 45 days do not have to be consecutive. Paid holidays, vacations, training time, and personal days are not classified as interruptions.

General Eligibility Requirements:

· The salesperson must perform the required daily sales activities established by sales management to be eligible for quarterly sales bonus. Sales personnel not performing the required sales functions are not eligible for quarterly sales bonus.

· Sales bonus eligibility is determined on per-person basis by the salesperson’s sales manager.
· In the event of death in service, the salesperson must have worked at least 45 calendar days in the quarter in order for the beneficiary to receive any sales incentive payment.

· The salesperson must be employed by SMSA through the close of business on the last business day of the quarter to quality for payout. Anyone who leaves the Company for any reason before the close of business on the last business day of the quarter forfeits the opportunity for payment for that quarter. This guideline applies to terminations, resignations and retirements.

Territory Assignment: 

Sales employees are paid on permanently assigned territories only. Temporarily coverage of an open territory does not qualify a salesperson for additional payout.

Important Note:

Changes to this quarter’s variable compensation program include the following:

· Historical reports used for goal setting, measurement of performance, and final pay-out calculations will be the SMSA financial systems domestic and international historical reports.

· Goals will be based solely on payer based revenue. This means all revenue billed to SMSA account numbers in Saudi Arabia. This applies to domestic and international revenue international shipments.

· Pay-outs will be based 50% on international performance and 50% on domestic performance. This could be further divided into specific domestic and international products and services.

· The sales professionals will be eligible for payouts based on their individual performance only. 

· Sales professionals will no longer receive revenue credit for international shipments that originate in Saudi Arabia and are then billed to an account number outside of Saudi Arabia. 

· Sales professionals will now receive revenue credit for international shipments that originate outside Saudi Arabia and are billed to an account number inside Saudi Arabia. This applies to inbound bill consignee international shipments.

Performance and Measurement:

Incentive Program Components:

The FY2007 incentive program consists of two components. Each component must be achieved in order for a payout to occur.

Measurement of performance is described below for the two components.

Individual INTERNATIONAL Revenue Goals:

This revenue component includes the standard international revenues. This revenue component is payer based. International revenue performance is reported by the SMSA financial system International territory revenue report for measurement and performance calculation. Each individual sales professional must meet or exceed 96% of the International revenue program in order to receive a payout.

Individual Domestic Revenue Goals:

This revenue component includes the standard domestic revenues. Domestic revenue performance is reported within the SMSA financial system Domestic Territory Revenue Report. Each individual Sales professional must meet or exceed 96% of the Domestic revenue program in order to receive a payout.

Field and Tele Sales Area Sales Executives, Tele Sales Supervisors, Area Sales Managers, Industry Manager, and Regional Sales managers:

These positions are based on assigned territories and or regions. Individual international and domestic payer based revenue performance is measured against an individually assigned international and domestic revenue goals.

Goals: 

Each bonus-eligible salesperson and member of sales management is assigned revenue goals.

Goal-Setting:

The SMSA revenue program is assigned to individual territories by revenue based on historical contribution, growth rates, known business opportunities, and management judgment. 

Fair and accurate goal setting is both the national and regional sales manager’s responsibility. Questions about your goal and how it was set should be directed to your immediate sales manager. Goals are audited quarterly to ensure that they balance with the company’s business program. 

Revenue goals are set for each territory for each month. The regional sales manager administers these goals.

Once the goals are set they cannot be modified without an exception request approved by the national sales manager and the managing director of SMSA.

It is the salesperson’s responsibility to educate our customers about the importance of always using the correct international account number or SMSA domestic account number. 

Even cash and credit card transactions are credited to the sales territory via the SMSA domestic and international historical revenue report when the international shipments includes the correct account number on the air bill. Using the account number helps the customer and the salesperson in the following ways:

· Increases the customer’s average daily revenue to support current discounts and achieve greater discounts (payer-based).

· Clarifies true account volume.

· Credits the sale to the territory.

When correct transaction records are not received by SMSA, the salesperson does not receive revenue credit. Appropriate action is required to assist in recovering the billing information, which provides the company with an opportunity to collect funds for services rendered and the salesperson with revenue credit in the quarter in which billing occurs. 

Revenue credit cannot be applied for amounts not invoiced by SMSA.

Payouts: 

Once the company evaluates the performance of the sales professionals from SMSA to determine the appropriate level of the compensation, based on all criteria being achieved, a payout is processed for the bonus-eligible sales professionals.

Payout Worksheet:

The regional sales manager will complete the sales incentive program payout worksheet at the end of each quarter using data from the SMSA financial system domestic and international historical revenue report. 

They then submit the final worksheet to the national sales manager for approval.

The national sales manager will then submit the payout sheet to the Managing Director of SMSA for final approval. 

Once the Managing Director approves, the payout sheet is to be submitted to the SMSA accounts department for payments to be made to the eligible sales professionals.

Deadlines:

· Submission of the sales incentive program worksheet to Managing Director- 30 days after quarter ends.

· Submission of approved sales incentive program worksheet to SMSA Accounts Department- 45 days after quarter ends.

· Payments made to sales professionals- 60 days after quarter ends.
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