[COMPANY], Inc.  COMMISSION PLAN
REGIONAL AND STRATEGIC ACCOUNT MANAGERS

1.
PURPOSE

The purpose of the Commission Plan (PLAN) is to define the basis for compensation of the sales personnel of [COMPANY], Inc. (the Company).  All provisions of the PLAN are effective as of [Date], and will remain in force unless otherwise modified or amended in writing by the Company.

2.
OBJECTIVE

It is the objective of the PLAN to provide a sound basis by which sales personnel are motivated and rewarded for achieving and exceeding all sales goals as set by the Company.

3.
ELIGIBILITY

All sales employees classified in a position of Regional Account Manager or Strategic Account Manager, hereby referred to as Account Manager, on or after date, are eligible to participate in the PLAN.  This eligibility will remain in force until revoked by the Company or the Account Manager is terminated from a commissioned position covered by this plan or terminates employment from the Company.  The Quota and Territory Designation Attachment (company-specific, not included in this plan) must be fully executed before this plan is valid or any commissions are paid.

4.
DUTIES, RESPONSIBILITIES AND EXPECTATIONS

The primary duty of the Account Manager is to maximize the revenue to the Company through the sale of new and repetitive uses of the Company's products assigned to that Account Manager in a manner consistent with the Company's policies and practices.  Each Account Manager will be assigned a territory as determined by the Company and documented on a Quota and Territory Designation Attachment (company-specific, not included in this plan) to the Commission Plan.  Territories may be a specific list of customers, assigned accounts, a product or product set, prospects within a given industry, prospects with a specific profile or prospects within a certain geographic area.  

Account Managers are expected to satisfy all agreed upon objectives, including without limitation, achievement of quotas and other requirements as defined by the Sales Manager, as well as compliance with the commission plan in general. 

The Company reserves the right to revise, enlarge, withdraw, modify or reassign territories or quotas to Account Managers.  Any and all assignment changes must occur at the beginning of a commission month.

5.
COMPENSATION

A. Compensation for each Account Manager shall consist of a base salary and incentive component consistent with the laws of the state of [State].

B. Each Account Manager will be assigned a three-month quota allocated by month.   Monthly commission payouts will be determined based on cumulative quota achievement against the total three-month quota.

C. Quota shall be expressed in terms of quota/commission credit as defined in Sect. 6.

D. Commissions and/or Draws are paid in arrears, i.e., in the month following the month earned.  For example, commissions on an order made in January will be paid with the February paycheck.

E. Each Account Manager will have a Quota and Territory Designation Attachment that is the basis for calculation of the Account Manager's commission.  The Quota and Territory Designation Attachment will list the individual assigned account/territory.  These account/territory designations are the only ones for which the Account Manager will be compensated.

F. Special bonuses for the sales of specifically identified products may be paid during a given time frame with the approval and at the sole discretion of the Company's Vice President of Sales.

G. Commissions are paid when all revenue recognition criteria have been satisfied (see section 8.A).  Commissions paid out prior to the Company's receipt of payment and/or revenue recognition criteria, i.e., commissions on products that are later returned, are considered an advance against future earned commissions and are fully recoverable in cases where payment is not received.

H. When revenue or bookings are debited for any reason i.e., customer refusal to pay due to product performance, litigation, etc., quota/commissions will be debited to insure that total quota/commissions are the same as if the revenue had never been booked or commissioned. 

6.
QUOTA/COMMISSION BASIS

A. Standard Sales:  Quota/commission credit for license fees are based upon the value of the standard permanent license.  This value is equal to the revenues booked by the Company and will reflect any adjustments required due to special terms and conditions of the license agreement or sales contract.  For a sale to be classified as a standard sales order, it must conform to the following criteria:

1. Standard acceptable contract.

2. Meets company revenue recognition policy.

3. Discounts comply with standard published discounts.  Any deviation requires prior approval from the VP of Sales.

4. Standard published deliverables, per published price list.

5. Standard one-time net 30-day payment terms.  Any deviation requires prior approval from the VP of Sales.

6. Standard product(s) delivered with limited right of return.

B. Non-Standard Sales:  If any of the above criteria is not met, the order will be deemed non-standard, and will fall outside the scope of this commission plan.  The amount of commission earned and the terms of payment on non-standard orders will be at the discretion of the Vice President of Sales.  This applies to all policies in this plan, even if approved by the Company's management.

For reference purposes only, the following guidelines will normally be used by management in dealing with the following non-standard conditions:  Installment sales - For purposes of computing quota credit and commission payout on installment sales that are booked as revenue, payments exceeding a net 30 day term will be discounted 5% for each month beyond the normal 30 day payment term.

C. Product Revenue:  Quota/commission credit will be received for all [Company] Product License Fee Revenue (LFR) that is sold.  

D. Third Party Sales:  A Quota/commission credit will be received on all [Company] products sold through third party distribution channels, VAR's and resellers with the exception of embedded technologies and/or products not included in the current price list. 

Quota/commission credit for Third Party Sales is described in Attachment A and/or B (not included) and will be based upon the revenue recognized by the Company.  In general, the credit received from Third Party Sales will not be additive to the quarterly credit received from direct sales efforts of the Account Manager. 

Third Party Sales that are commissionable but not identifiable to a specific end-user in a sales territory will be allocated on an equal basis to all Account Managers.  Nothing in this plan restricts the Company from establishing alternate distribution channels including but not limited to VARs and resellers.

E. Maintenance:  Quota/commission credit will be received for all Maintenance Fee Revenue (MFR).  Commissions for MFR will be paid at the same time that the respective LFR commissions are paid. 

F. Services:  Quota/ commission for all Production Fee Revenue (PFR), Training Fee Revenue (TFR), and Consulting Fee Revenue (CFR) will be paid at the time the revenue is recognized by the Company.

The quota/commission credit on PFR, TFR and CFR will be credited on the net dollars received by the Company, after any outside cost of sales are deducted, i.e., outside production, consulting or conversion services.  

Any discounts/concessions on services requires prior approval from the VP of Sales.

G. Market/Account Designations:  No quota/commission credit shall be received or paid unless the account/territory is listed on the Quota and Territory Designation Attachment to this Plan (not included).  The only exceptions to this rule are outlined in section 7 - Territory Changes & Cross-Territory Sales.

7.
Territory Changes & CROSS-TERRITORY SALES

A. Territory Changes
It is expected that territory assignments will change to align the Account Manager’s duties and responsibilities with the goals of the Company.  Territory reassignments will occur at the beginning of a commission month.  When portions of an outgoing Account Manager’s territory are removed, the following guidelines apply to the departing territory:

1. New and Existing LEADS  Beginning on the 1st of the month, all new and existing leads will be assigned to the incoming Account Manager.  The outgoing Account Manager will cease to prospect in the territory.  The only exceptions are the outgoing Account Manager’s HOLD-OUTS and CUSTOMER/VAR KEEPERS.

2. HOLD-OUTS  The outgoing Account Manager may identify no more than six hold-out accounts in the departing territory.  Hold-outs must be identified by the 1st of the month to qualify.  The outgoing Account Manager will receive full quota/commission credit from these hold-outs provided revenue is booked by the company within two calendar months of the territory reassignment.

3. CUSTOMER/VAR KEEPERS  All existing customers, and those VARs recruited by the outgoing Account Manager, in the departing territory will remain assigned to the outgoing Account Manager for a period of one year from the territory reassignment date.  Any HOLD-OUTS that are closed within the two month hold-out period will also remain assigned to the outgoing Account Manager for a period of one year from the territory reassignment date.  

The Account Manager will continue to own these accounts for subsequent twelve month periods provided a minimum of $10,000 is booked in quota/commission credit within the previous year.

For larger accounts, a customer/VAR will be narrowly defined to mean the department or group within a company that has developed a personal buying relationship with the outgoing Account Manager.  For example, if an existing customer is a Director of Marketing for a large manufacturer, the outgoing Account Manager may continue to book revenue from this particular Marketing department, but may not pursue a new relationship with the Customer Service Manager, nor a relationship with another Marketing department within the same company.  

The determination of a “large account” is solely at the discretion of the Vice President of Sales.  Criteria may include, but is not limited to: revenue potential to [Company], customer/VAR size in annual revenue or number of employees, strategic importance, etc.

4. ACCOUNT TRANSFERS FROM RAMs TO SAMs  On occasions, an existing customer/VAR of a RAM (Regional Account Manager) may be transferred to a SAM (Strategic Account Manager).  When this occurs, the Vice President of Sales may decide that the quota/commission credit for the revenue booked from this particular department or group will be shared 80%/20% between the SAM and the RAM for the first twelve months after the transfer.

B. CROSS-TERRRITORY NORTH AMERICAN SALES
From time to time, an Account Manager may become involved with the sale of products for installation outside his/her assigned territory.  In such a case, the Account Manager must advise his/her Sales Manager immediately of such a possibility in addition to informing the Account Manager to whom the installation in question is allocated.  Provided the VP of Sales authorizes the continuance of selling activities in each such case, the quota/commission credit for the products that are shipped across territory boundaries will be shared 60%/40% between the lead Account Manager and the secondary Account Manager(s) to whom the installing site is allocated (assuming that the secondary Account Manager played a passive role in the sales cycle).   However, if the secondary Account Manager(s) played an active role in the sales cycle, the quota/commission credit allocation above the 40% floor will be negotiated between the respective Account Managers.  All unresolved issues will be arbitrated and made final by the VP of Sales.

An exception to this policy occurs when a Value Added Reseller (VAR), recruited by the Account Manager, sells products that are installed outside the recruiting Account Manager’s territory.  The quota/commission credit for these sales are described in Section 6.D and in Attachment A and/or B (not included).

C. CROSS-TERRRITORY INTERNATIONAL SALES
All sales involving sites or users outside of North America shall follow the same notification and credit rules as cross-territory sales (section 7.B). 

D. Failure to follow any of the policies in this section may result in forfeiture of any quota credit for said violation.


8.
ADMINISTRATION

A. Quota credit recognition and commission payment will coincide with the Company's recognition of the respective revenue when the following criteria are met:

All products or services (excluding MFR) must meet the Company's revenue recognition policy before any quota/commission credit will be given to a commissioned Account Manager.

Satisfactory delivery of the product(s) and/or service(s) to the customer.  MFR is an exception: although MFR revenue is typically prorated over the term of the agreement, commissions will be paid in full at the time the MFR order is received from customer.

B. The responsibility of accurate documentation is assigned to the VP of Sales.  Responsibility for the calculation of commission is assigned to the Company's Chief Financial Officer (CFO).

The responsibility for the audit and verification of the PLAN payments rests with the Company's Chief Financial Officer (CFO).

The responsibility for the administration of the PLAN rests with the Company's Vice President of Sales.

C. The final decision on the disposition of the sales, salary amounts, commission amounts and on all options of the PLAN and on all other irregular situations that may arise, is the responsibility of the Company's Vice President of Sales.

D. Nothing in this PLAN shall be construed to imply the creation of a contract between the Company and any participant, nor a guarantee of employment for any specific period of time.  The PLAN is a method of measurement, commission calculation and payment.  No participant will have any right to money accrued through the PLAN unless and until all terms, provisions, and conditions as set forth in the PLAN have been met.

E. Account Manager eligibility for participation in this PLAN must be identified by written acceptance of the Quota and Territory Designation Sheet attached hereto as Attachment (A and/or B – not included).

F. The Company may reverse commission payment and quota credit to Account Managers in instances where an invoice for a new sale is not collected by the Company within ninety (90) days of invoice date.

Recovery to the Account Manager can be achieved if payment is made subsequently by the customer within 150 days of original invoice.

9.
DRAWS

Non-recoverable and/or recoverable commission draws may be established for new Account Managers.  To request a draw for an Account Manager, a Draw Request Form must be completed and signed by the appropriate individuals.

Recoverable Draws -  In the event of a Recoverable Draw, Account Managers will be paid, in addition to the commissions earned during the applicable period, an excess amount if and only if the commissions earned during that period do not exceed an agreed upon minimum.  Once the Recoverable Draw has been paid and/or the period for payment of the Recoverable Draw has ended, the Company shall recover from future wages earned by, or otherwise owing to, the employee an amount equal to the Recoverable Draw paid minus commissions earned during the period.  Recovery against future commissions will be at a rate of not less than 50% of earned commissions until all outstanding balances are recovered.

Non-Recoverable Draws -  Non-recoverable Draws will be paid in lieu of earned commissions, except in such cases when earned commissions exceed the non-recoverable draw amount.  Any non-recoverable draw balance that exists at the conclusion of the specified draw period will be forgiven and will not be recovered against future earned commissions.

10.
TERMINATION OF EMPLOYMENT

A. An Account Manager who terminates employment either voluntarily or involuntarily will only be eligible for earning commissions during the last complete calendar month in which he/she is employed with the Company.  In order for commissions to be earned, all the requirements of this Plan must be met, including without limitation, the requirement that the Company is paid on the account.  Accordingly, no commissions will be paid unless and until the Company is paid by the customer.  Further, the Company reserves the right to hold the final commission check for up to three commission months to ensure all charges and expenses relating to the terminating Account Manager have cleared and been properly netted against earned commissions.

The following deductions will be netted against any final payouts: expense advances, recoverable draw balances, and advances against commissions.  In addition, any adjustments for vacation or floating holidays which have been used in excess of what has been accrued will also be deducted.  Commission credits or commission debits on sales made prior to the close of business of the last complete calendar month of employment will be subject to the provisions contained within this plan.

B. A terminating Account Manager is automatically disqualified from participating in or receiving any Company sponsored sales incentive programs or products.

11.
CONFLICT RESOLUTION

It is impossible to draft a commission plan such that it accounts for every contingency.  If and when conflicts arise as to any aspect of the administration of the plan, any Account Manager has the right to seek an interpretation and/or variance from the plan.  The Account Manager agrees, however, that the interpretation and administration of the plan is within the sole discretion of the Vice President of Sales and, as such, their decision is final.
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