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Sales Plan Uncertainty

The lifeblood of every commercial organization is the revenue stream that pays its expenses and funds
its growth. No organization can survive for long if the capture of new revenues does not surpass the
accumulation of costs sustained from its operations. The designation of sales as the essential task of a
business must be understood and applied as the mantra of management if a healthy organization is to
be able to support all of its operations and goals.

The need for sales of a company’s products is continual (i.e., necessary every day, week, month,
quarter, year), but no sale is actually attained until a customer has decided to buy the products or
services presented and the company has received payment in exchange for said products or services.
The customer decision is ultimately beyond the control of the company and can only be solicited,
cajoled, and requested by sales staff. Nevertheless, every company needs assurances of what sales level
will be attained and if that level will be sufficient to support the costs of the company. There is, by
definition, an element of uncertainty and risk associated with the forecasts reported for what sales will
occur within a specified future period, and every organization needs to understand the risks that the
reported sales forecasts will not be met. No company likes to receive the bad news that forecasts have
not been met, especially when no thought was given to the possibility of underperformance prior to its
occurrence. End-of-period actions are too late to provide assistance in making sales goals. In a world of
uncertainty, knowing the level of risks contained within sales forecasts is essential for management to
be able to tactically act in time to have a significant effect on final sales results.

How confident will a CEO be when providing sales forecasts for the next quarter to Wall Street
analysts, the board of directors, or shareholders in general? Are the risks and uncertainties affecting
these sales projections known? What are the risks and probabilities the sales goals will never be
attained? Is the sales force optimized to maximize potential pipeline sales? Is the sales team converting
enough potential clients into tangible sales? What is the sales cycle or pipeline conversion rate? In this
whitepaper, we answer these questions by applying the Integrated Risk Management (IRM) methods to
sales projections and pipeline analysis, namely, the applications of Monte Carlo risk simulation,
stochastic forecasting, decision analytics, probabilistic mechanics, statistical analysis, and portfolio
optimization.

Sales Management Case: Automotive Replacement Parts, Inc.

This case study is based on the actual experience of Automotive Replacement Parts, Inc.’s application of
software tools created by Real Options Valuation, Inc. (ROV). The products and services for sales
performance management of ROV are provided through its subsidiary, Goals HQ. Fictional names and
data have been used to protect the privacy of the organization.
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Automotive Replacement Parts, Inc. (ARP) is a national provider of systems used by U.S. and
Canadian parts manufacturers whose products are included in automobiles and light trucks. To serve
its customers, ARP has sales staff located in seven territories: Northeast, Northcentral, Northwest,
Southwest, Southcentral, Southeast, and Canada. ARP believes that its sales staff are most successful
when they know what the corporate goals for total sales are and the part that each salesperson plays in
making that goal (the individual quota). To provide this information, ARP has employed the ROV /Goals
HQ Sales Performance Indicator, Data, Event, and Reporting (SPIDER) cloud-based application. SPIDER
is a Web-based Software as a Service (SaaS) that allows companies to post their sales goals at each level
of an organization via a secured online portal; from the total headquarters’ goal to the goals of
particular Departments, Teams, and Sales Individuals. Each salesperson is appraised on a regular basis
(at least daily or weekly) of their status vis-a-vis the status of the rest of the organization. Studies have
shown that persons who know their relative roles in the accomplishment of a goal actually achieve
better results (higher numbers, more consistently, over more periods). ARP then uses the ROV/Goals
HQ Sales Performance Evaluation Analysis and Reporting (SPEAR) analytical tool to evaluate the sales
performance of its staff. SPEAR is a desktop application that uses the data created within SPIDER to
reveal the characteristics of the actual sales, forecasts, and sales pipeline. ARP believes it can better
manage its staff and allow them to be more successful by keeping them informed of each period’s sales
target and by enabling each sales individual to make personal updates to his or her status as those sales
successes occur. The entire organization sees the accomplishments in real time while corporate
headquarters is supplied with the necessary data to predict final period outcomes and the risks of
underperformance well before a period ends.

Several problems exist with most sales incentive programs: they are post-event oriented, they are
inequitable, and they can be inaccurate. Regarding the problem of being too late to help, SPEAR is a
statistically based program that can harvest data based on the frequency desired by management and
certainly during the period when there are still opportunities to review and take actions if necessary to
ensure that goals are achieved. Regarding being unfair in some cases, SPEAR allows the company to see
sales staff within their respective teams as well as comparisons among each individual’s contribution
toward the corporate goal across regions and departments. Regarding accuracy, SPEAR provides
complete oversight of not just actual sales contributions but also accuracy of forecasts and the health
and volatility of the pipeline. All these benefits are initiated by the use of SPIDER and then realized by
the application of the conclusions produced in SPEAR.

ARP Implementation of SPIDER

The setup of SPIDER is accomplished through the Goals HQ Web site (www.goalshq.com). This is a
public home page but also a Login portal. Staff of Goals HQ assign a login per client company such as
ARP, and create a Local Administrator (LA) account and multiple End-User (EU) accounts. The security
level on all LA and EU users as well as the pertinent company-specific information is entered (Figure 1).
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FIGURE 1 Goals HQ'’s global administration of a new company.

After the unique corporate identity and LA/EU accounts have been created, the ARP LA uses its
secure login to establish the basic structure of the sales organizations and who will participate in the
program (Figure 2). The information entered by the LA includes the territorial arrangement of the sales
areas and the individuals themselves with their contact details, as well as who will have access to and
be tracked by the program (Figures 3, 4, and 5).
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Each individual participating in the program signs into the Goals HQ Web site and accepts the
individual goal per period that is assigned per Department/Team (territory), as shown in Figure 6. The
individual sign-in provides an instant view of the Goal status of the organization in four charts as
shown in Figure 7. The Goals HQ program also sends a status of sales performance to each participant
in the sales chain via email per the frequency determined by the LA.
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FIGURE 7 Status screen per individual.

The Goals HQ status and communications service, SPIDER, is a SaaS program that provides easy
online access and ensures private and secure use by each corporate client. Use of the program benefits
all levels of a sales organization through continuous communication, broad and specific perspectives,
and a sense of urgency by tracking the remaining work days and remaining sales deficit pertaining to
the target per period. SPIDER also is the database creation engine for the essential information that is
used by the next phase of the program, SPEAR. Transfer of data between the two services is simple
using preprogrammed import/export functions. Excel is an output option of SPIDER available at the LA
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account level for use on demand. Of course, the LA can review sales status whenever desired at any
level of the organization.

The spreadsheet in Figure 8 shows the detailed ARP individual sales results by period. Each row
has all the data for all the salespersons included in the program for a particular period. The columns
per salesperson are Actual Sales, Sales Forecast, Pipeline, and Sales Goal. The column variables are
repeated for different salespersons across the spreadsheet.

H M Goals Report 2015-01-08 18-11-29.xlsx - Excel
FILE HOME INSERT PAGE LAYOUT FORMULAS DATA REVIEW VIEW DEVELOPER Risk Simulator

£ cx B gy DDA EHOSHKPE = e [ < =T e8P &

Risk New Change Edit  Setlnput SetOutput Copy Paste Remove Run RunSuper Step Reset Forecasting Run ROV ROV Analytical Options  Help  License  Next
Simulator~  Profile Profile Profile Assumption Forecast Speed b4 Optimization = BizStats Decision Tree Tools~ = - icon

Menu Profile Assumptions Forecasts Editing Simulation Run Forecasting = Optimization ROV BizStats ROV Decision Tree Tools Options Help License leon
c2 i j; Individual Salespersons

A B C D E F G H | J K L M N Q
il
2 DATASET NAME;, Individual Salespersons | DATA INPUT
3 Dates Actual Forecast Pipeline Goal Actual Forecast Pipeline  Goal Actual  Forecast Pipeline  Goal Actual  Forecast
David David David David
Roy Roy Thompso Thompso Thompse Thompso Robert Robert

4 Names: James Gerber  James Gerber2  James Gerber3  James Gerberd Roy Davis Roy Davis2 Davis3  Davisd n n2 n3 n4 Helms  Helms2
5 | 1/1/2013 22,000 30,000 152,250 37,500 39,600 32,000 198,000 37,500 15,450 22,500 184,000 37,500 37,400 36,000
6 2/1/2013 32,000 28,000 152,250 37,500 18,650 22,000 198,000 37,500 8,340 15,000 184,000 37,500 36,300 32,000
7| 3/1/2012 39,000 40,000 152,250 37,500 14,500 20,000 198,000 37,500 18,200 25,000 184,000 37,500 49,400 45,000
8 4/1/2013 41,000 35,000 137,000 37,500 21,000 25,000 175,000 37,500 23,400 18,000 184,000 37,500 27,100 28,000
9 | 5/1/2013 10,000 22,000 137,000 37,500 24,500 30,000 175,000 37,500 27,350 26,000 160,000 37,500 43,200 39,000
10| 6/1/2013 21,000 30,000 137,000 37,500 35,000 40,000 175,000 37,500 27,800 40,000 160,000 37,500 58,900 56,000
11| 7/1/2013 12,450 20,000 192,000 37,500 12,750 20,000 190,000 37,500 25,000 40,000 160,000 37,500 38,600 34,500
12| 8/1/2013 62,000 45,000 192,000 37,500 35,600 32,000 130,000 37,500 28,900 34,000 132,000 37,500 36,100 29,500
13| 9/1/2013 43,000 37,500 192,000 37,500 39,750 45,000 190,000 37,500 14,600 28,900 132,000 37,500 59,400 60,000
14| 10/1/2013 17,000 25,000 146,000 37,500 39,250 35,000 170,000 37,500 23,450 54,000 132,000 37,500 34,100 28,500
15| 11/1/2013 24,300 25,000 146,000 37,500 42,500 40,000 170,000 37,500 26,700 37,000 128,000 37,500 49,200 45,500
16| 12/1/2013 51,000 35,000 146,000 37,500 47,450 45,000 170,000 37,500 34,500 45,000 128,000 37,500 55,300 54,400
17| 1/1/2014 18,600 30,000 150,000 39,000 56,400 52,000 154,000 39,000 8,900 16,500 128,000 39,000 34,000 30,000
18| 2/1/2014 38,750 40,000 150,000 39,000 18,900 22,500 154,000 39,000 14,500 35,600 114,000 39,000 47,700 46,700
19| 3/1/2014 35,700 37,000 150,000 39,000 26,700 32,500 154,000 39,000 26,700 32,400 114,000 39,000 47,600 51,000
20| 4/1/2014 22,600 30,000 175,000 39,000 46,700 50,000 167,000 39,000 24,500 45,000 114,000 39,000 35,400 37,800
21| 5/1/2014 19,450 25,000 175,000 39,000 33,200 35,000 167,000 39,000 14,600 34,000 98,000 39,000 40,500 39,900
22| 6/1/2014 29,500 35,000 175,000 39,000 54,400 60,000 167,000 39,000 25,800 47,500 98,000 39,000 71,000 67,000
23| 7/1/2014 46,800 40,000 160,000 39,000 14,750 24,000 167,000 39,000 16,900 41,400 98,000 39,000 38,900 37,500
24| 8/1/2014 24,000 30,000 160,000 39,000 13,780 20,000 183,000 33,000 11,700 26,700 50,000 39,000 36,700 34,500
25| 9/1/2014 65,000 50,000 160,000 39,000 58,900 62,500 189,000 39,000 29,400 53,200 90,000 39,000 62,450 60,000

FIGURE 8 Exported spreadsheet of data generated by SPIDER.

ARP Implementation of SPEAR

The data generated by SPIDER allows ARP to see the trends at each level of the sales organization.
However, the in-depth examination of sales performance is the job of the various analysis suites
included in the program called SPEAR. Section A of SPEAR’s setup screen under the Sales Data | Global
Settings tab allows for the selection of period and weightings of performance factors. Section B is a list
of the individuals within their various sales territories (team and department assignments).

Figure 9 shows the ARP sales organization assignments for all the Individuals, Teams, and
Department designations. This information can be entered or pasted into the SPEAR program from
other sales force automation (SFA) software applications.
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Welcome to the ROV Project Economics Analysis Tool (PEAT), This tool will help you set up a series of projects or capital investment options, model their cash flows, simulate their risks, and run advanced analytics, perform forecasting and prediction
modeling, and optimize your investment portfolio subject to budgetary and other constraints.

Goals Analytics | knowledge Center |
SalesDats | Sales KPD | Sales Trend | Sales Forecast | Sales Ranking | Sales Control | Sales Event | Sales Prob. | Sales Pipeline | Sales Optimization

Global Settings | Individuals | Teams Departments

Set the defaults below for all analysis tabs. You can modify these settings individually in each of the B. GLOBAL LIST OF INDIVIDUALS, TEAMS, AND DEPARTMENTS
sty b ke Enter the names of individuals, teams, and departments for use later in the data tabs.
A. DEFAULT SETTINGS FOR DATA ANALYSIS i R 3 =
1, Select the Default Group Level to Analyze: i z
() Teams (_) Departments () Corporation Individuals Teams Departments )
2. Select Default Date Type and Range: James Gerber North East New System Sales
Current Year v Roy Davis North East Mew System Sales
Starting: 7/ 9/2014 David Thompson MNorth East New System Sales
S Robert Helms MNorth East New System Sales
Ending: { 9/2014
William Jamison North East New System Sales
= 24 =
(o P = John Reynolds Nerth Central New System Sales
ights: : 100%
3. Select the Default KPI to Run and Assign Weights: SUM: 100% Charles Culp North Central New System Sales
50.00%
$AdtadSodes : Donald Kingley Nerth Central New System Sales
@ 10.00%
LAEiiecast ks = Edward Brown Nerth Central New System Sales
@) 10.00%
2 $Pbcke e o Frank Beardsley Nerth Central New System Sales
(@1 0%
4% Codttated Stewart Porter North West New System Sales
() % Effi Sal t Rati 10.00%
SRSl eas ko) Victor Arina North West New System Sales
(0 % Effecti fine Rati 0%
: oS fPoreces: ok Rath) Ted Jacobs North West New System Sales
O % ion (Sales/Pipeline Rati 0%
BT e e ] Paul Stiller North West New System Sales
() % Periods with Goals Attained 10.00%
- Randy Ross North West New System Sales
(©) % Goals (Historical Average) 10.00%
Tim Arncld South West New System Sales
() Weighted Average KPT
Ben Johnson South West New System Sales
Weighted KPI Units: 1,000s W
Carelyn Ewing South West New System Sales
% sekect e Db Venbies b ndde Jessie Williams South West New System Sales
Actual Sales
Truman Scott South West New System Sales
Pipeline Sales
John Young South Central New System Sales
)

FIGURE 9 SPEAR initial data setup.

In the Sales Data | Individuals tab, further analysis details are selected to identify the data being
included in the program. All the details have been imported, entered, or copy and pasted from SPIDER
or other software applications such as Salesforce.com.

Figure 10 is a screen in SPEAR showing the detailed data from ARP by Individuals that had been in
Excel format as was shown in Figure 6 but is now within the program and ready for analysis. The view
shown is the Individuals tab but data may also be reviewed and summarized by Teams and
Departments.
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[ EXAMPLE ] - ROV PROJECT ECONOMICS ANALYSIS TOOL & =
File Edit Language Decimals Help

Welcome to the ROV Project Economics Analysis Tool (PEAT]. This tool will help you set up a series of projects or capital investment options, model their cash flows, simulate their risks, and run advanced analytics, perform forecasting and prediction
modeling, and optimize your investment portfolio subject to budgetary and other constraints.

Goals Analytics | Knowledge Center
Sales Data | SalesKP1 | Sales Trend | Sales Forecast | Sales Ranking | Sales Control | Sales Event | Sales Prob. | Sales Pipeline | Sales Optimization

Global Settings | Individuals | Teams Departments

1. Name of Dataset: 3. Indlude Variable Types: 5. Date Type and Range: List of Saved Datasets:
Individual Salespersons (select at least one item) Current Year Sales v Dataset
Notes (Optional: st Starting: 7/ 9/2014 Individual Salespersons A
Sample EEean oty Erding: e Without NE Team
Pipeline Sales : R In House Team Only
a Number of Periods: M s v
4. Data Grid View: [[] Allow Negative Values
[T5etas Defauit Dataset @ o indonkds [ apply Same Goals for All & 2
2. Load & Select: Load Individual(s) () By Variable Types \‘t'\ o Full Grid Save As New Dataset New Edit Save Delete
|| Free || e Goal | Actual | Forecast | Pipeline | Goal |  Actual Fova e T Actual P
MNames: | James Gerber | James Gerber | James Gerber| James Gerber | Roy Davis | Rey Davis | Roy Davis | Roy Davis | David Thompsen | David Thempsen | David Thompsen | David Thompson | Robert Helms| Robert
1| yyas | oo 30,000 152,250 37,500 | 39,600 | 32000 | 198,000 | 37.500 15,450 22,500 184,000 37,500 37,400 36,00
2| z03 | 32000 28,000 152,250 37500 | 18,650 | 22000 | 198,000 | 37,500 8,340 15,000 184,000 37,500 36,800 32,00
3| 303 | 39000 40,000 152,250 37500 | 14500 | 20000 | 198,000 | 37,500 18,200 25,000 184,000 77,500 49,400 25,00
4| anpoiz | a1000 35,000 137,000 3750 | 2,000 | 25000 | 175000 | 37,500 23,400 18,000 184,000 37,500 27,100 28,00
5| s/2m3 | 10000 22,000 127,000 37,500 | 24500 | 30000 | 175000 | 27.500 27.350 26,000 160,000 37,500 43,200 39,00
6| 612003 | 21,000 30,000 137,000 3750 | 35000 | 40000 | 175000 | 37.500 27.800 40,000 160,000 37,500 53,000 56,00
7| i3 | 12450 20,000 152,000 37500 | 12750 | 20000 | 190,000 | 37,500 25,000 40,000 160,000 7,500 38,600 U5
8| a/2013| 62000 45,000 192,000 37500 | 35600 | 32000 | 190000 | 37.500 26,900 24,000 132,000 77,500 36,100 295
9| 9703 | 43000 37,500 192,000 37500 | 39750 | 45000 | 190,000 | 37.500 14,600 25,900 132,000 37,500 59,400 50,00
10| 107123 17,000 25,000 145,000 37,50 | 39250 | 35000 | 170,000 | 37,500 23,450 54,000 132,000 37,500 34,100 28,50
1| 172003 24300 25,000 145,000 37500 | 42500 | 40000 | 170,000 | 37,500 26,700 37,000 128,000 37,500 43,200 45,50
12| 127172013 51,000 35,000 145,000 37500 | 47450 | 45000 | 170,000 | 37,500 34,500 45,000 126,000 77,500 55,300 5440
13| 17172004 | 18,600 30,000 150,000 39000 | 56400 | 52000 | 154000 | 39,000 8,000 16,500 128,000 79,000 4,000 300
14| 2172004 | 33750 40,000 150,000 39000 | 1890 | 22500 | 154000 | 39,000 14,500 35,600 114,000 39,000 47,700 267
1(( 2r1N1A 25 700 27 Ann 180 00N 20 nnn 26 7NN 27 enn 154 Ann 0 NN a8 TN 27 Ann 114000 0 nnn AT EDY ﬂ‘\}ﬂfv

FIGURE 10 Detailed data by Individuals.

SPEAR Analysis Options

After setup, the analysis can proceed. When the data is loaded, the organizational hierarchy and the
particular elements that will be scrutinized will also automatically load. SPEAR was developed to
emphasize ease of use so that a user’s only qualification is not background knowledge of the
mathematical and statistical intricacies that are necessary to reveal the trends and nuances present in
the data, but simply and understanding of the company’s products and market.

SPEAR analysis tools have different uses and should be applied as the need arises per the
functionality required. The analysis tasks are divided into nine areas of focus: Sales KPI, Sales Trend,
Sales Forecast, Sales Ranking, Sales Control, Sales Event, Sales Probability, Sales Pipeline, and Sales
Optimization.

e Sales KPI--Individual and Team performance comparison for Efficiency, Effectiveness,
Conversion, and the weighted operational index.

o Sales Trend--Individual and Team performance trending analysis of key sales elements.

e Sales Forecast--Individual and Team predictive modeling and forecasts of key sales
elements highlighting changes in performance per period.

e Sales Ranking--Individual and Team Pareto sequencing and ranking of sales performance
with graphical representation.
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e Sales Control--Individual and Team statistical process analysis of the elements in the KPI
by dollars or percentage contribution to see if dips and spikes in KPIs and sales revenues
occur due to randomness and regular business fluctuations or are statistically significant
and represent a structural shift in the market and sales cycle.

o Sales Event--Analysis of date-based sales support actions to evaluate worth and to test and
identify the statistical effects of certain marketing and sales campaigns.

e Sales Probability--Calculates the probability of hitting goals per Individual, Team, or
Department.

e Sales Pipeline--Individual and Team assessment of pipeline health, volatility, conversion,
and staleness.

e Sales Optimization--Modeling construct for prediction of the best, most efficient, sales
staffing thresholds in view of the probability of hitting the corporate sales goals.

Sales KPI

A Key Performance Indicator (KPI) is important for comparison of accomplishments across any
organization in which there is more than one active supplier of results. A KPI can be unique per person
or team and provides a qualifier of actual results against a number best comprising the desired goal.
Efficiency, Effectiveness, and Conversion are the KPIs calculated per salesperson.

e Efficiency is a ratio of Sales to Forecast, which measures both how accurate the salesperson’s
forecast performed in advance is to actual sales that were attained, as well as assuming the
sales forecast was performed with proper due diligence and represents the universe of
potential sales, and how efficient the salesperson is in closing all the forecast sales
opportunities within the specified period. Clearly, the higher the efficiency ratio, the better the
salesperson or sales team.

e Effectiveness is a ratio of Forecast to Pipeline, which measures how much of the sales pipeline
(conceivably the entire known universe of potential clients, both current and future, that have
been identified as potential candidates to purchase the company’s products and services) the
salesperson or sales team predicts it can effectively capture and convert during the specified
period. Clearly, the higher the effectiveness ratio, the better the salesperson or sales team.

e (Conversion is a ratio of Sales to Pipeline, which measures how many of the sales in the pipeline
were closed as actual sales. Clearly, the higher the conversion ratio, the better the salesperson
or sales team. If the conversion ratio is close to or equals the effectiveness ratio, this also
indicates that the efficiency ratio is high (specifically, the ratio of conversion to effectiveness is
equal to the efficiency KPI).

Using these KPIs, sales management is able to understand the relative value of each individual and
team based on real reported and accomplished results.

Figure 11 is an ARP example of the total sales results for all the sales staff by period. Goals HQ has
created several operational indices for judging sales success that are shown in this screen. First, the
actual numbers per period across the horizontal rows for Actual Sales, Forecast, Pipeline, and the Sales
Goal (shown as a percent of Actual) are shown. Then the ratios of Efficiency, Effectiveness, and
Conversion are displayed. These ratios, which are shown as percentages, will vary by client, but their
comparisons between periods provide ARP an indication of the rate of transition of prospects to
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customers. The KPI number provided in the far right column is determined by the formula of
weightings as selected in the Sales Data screen (Figure 9) and the actual results for the period.

[ EXAMPLE ] - ROV PROJECT ECONOMICS ANALYSIS TOOL = s
File Edit Language Decimals Help

Welcome to the ROV Project Economics Analysis Tool (PEAT). This tool will help you set up a series of projects or capital investment options, model their cash flows, simulate their risks, and run advanced analytics, perform forecasting and prediction
modeling, and optimize your investment portfolio subject to budgetary and other constraints.

Goals Analytics | Knowledge Center

Sales Data | SalesKPI  Sales Trend | Sales Forecast | Sales Ranking | Sales Control | Sales Event | Sales Prob. | Sales Pipeline | Sales Optimization

1. Select the Group Level to Run: 3. Select Date Type and Range: List of Saved KPI Analysis:
(®) Individuals () Teams Monthly v Aol
{_) Departments () Corporation ®) starting: i 1013 v KPI for Individuals: Sum Total
2. Select the Dataset and KPI to Analyze: S End T KPI for Individuals: James Gerber
\_} Ending: 7/ 9f2014  w 3 . . s
Individual Salespersons ~ | Sum of All Individuals v KPI for Individuals: Edward Brown A
= KPI for Teams: Sum Total
Mumber of Periods: 21 =
RIS KPI for Teams: North East
§ Forecast Sales 4. Rank By: Chronological Date v KPI for Teams: South West
& Pipeline Sales KPT for Departments: Sum Totsl V

Name of KPI Analysis:

% Goal Attained o KPI for Departments: New System Sales
AT M fo nhidchseke: Syom Ttk KPI for Departments: Customer Sales
% Effectiveness (Forecast/Pipeline Ratio) Bt (Cpa):
% Conversion {Sales,Pipeline Ratio)
% Periods with Goals Attained
& Goals (Historical Average)
[ Weighted Average KPT RUN Save As New Edit Save Delete =
Period MName Actual Forecast Pipeline % Goal Efficiency Effectiveness Conversion % Periods % History Weighted KPI | #
Average §1,003,017 §1,161,599 §4,044 856 92.36% B.7N% 23.50% 2211% 13.87% 80.00% 1,157.154

1 1/1/2013 £869,210 £990,156 §4,876,550 74.80% 87.79% 20.30% 17.82% 0.00% 74.80% 1,021.276

2 27172013 £971,640 §1,004,560 §4,876,550 83.62% 96.72% 20.60% 19.92% 0.00% 79.21% 1,073.931

3 3/1/2013 §1,185,600 §1,226,200 §4,881,250 102.03% 96.69% 2512% 24.29% 4.76% 86.82% 1,203.545

4 4/172013 £955,700 §997,860 §4,858,500 8225% 95.77% 20.54% 19.67% 4.76% 85.67% 1,063.486

5 5/1/2013 §1,035,250 §1,094,270 §4,834,500 90.81% 96.43% 22.63% 21.83% 4.76% 86.70% 1,120,502

6 6/1/2013 §1,289,250 §1,316,980 §4,840,000 110.95% 97.89% 27.21% 26.64% 9.52% 90.74% 1,260.323

v 77172013 £832,860 §1,019,850 §4,972,600 T.67% 81.66% 20.51% 16.75% 9.52% 88.02% 1,015.675

8 8/1/2013 §1,098,050 §1,065,730 §4,944 600 94.30% 103.03% 21.55% 22.21% 9.52% 88.83% 1,150,058

i 9/1/2013 $1,308,030 §1,327,850 §4,956,800 12.57% 98.51% 26.79% 26.39% 14.29% 91.47% 1,282.480

0 10/1/2013 £904,000 §1,029,400 §5,022,050 71.80% 87.82% 20.50% 18.00% 14.29% 90.10% 1,057.145

11 111 ma €1130 030 €1 non onn €5 n10nsn na nney 102 &aor 11 oo 11T 14 109 an oo 1101 700 b

FIGURE 11 Selection and weighting of KPIs.

Sales Trend

The time-series trend within the elements of sales performance provides management a map of sales
direction and velocity, and an understanding of the rate of success or lack thereof. Any element of sales
performance can be included or excluded to isolate and zoom in on significant issues that may be
affecting particular sales individuals or teams. The information is then graphically displayed for a real-
time view of the past to present sales status.

Figure 12 is an example of ARP Actual Sales with the chart showing 21 months of information. The
accumulation of data for multiple periods adds to the value of the analysis by allowing the significance
of the fluctuations between periods to become apparent. ARP’s example shows that quarterly period-
ending months have a predominately higher sales figure. Therefore, management’s tasks for increasing
sales would be best focused on what actions would increase sales in the first two months of each
quarter.
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Welcome to the ROV Project Economics Analysis Tool (PEAT). This tool wil help you set up a series of projects or capital investment options, model their cash flows, smulate their risks, and run advanced analytics, perform forecasting and predicton
modeling, and optmize your investment portfolio subject to budgetary and other constraints.

Goals Analytics | Knowledge Center

Sales Data | Sales KPT | Sales Trend | Sales Forecast | Sales Ranking | Sales Control | Sales Event | Sales Prob. | Sales Pipeline | Sales Optimization
1. Select the Group Level to Run:

(®) Individuals () Teams () Departments () Corporation == B O e S LA L oo B - AT L/ S - @ tE—a
2. Select the Dataset and KPI to Analyze:

Individual Salespersons % | |North Central v
3. Select Date Type and Range:

Current Year v 140.00 % -~
Starting: Ending: 7/ 9f
Mumber of Periods: B 120.00 %

4, Select the KPI to Run:

(®) § Actual Sales 100.00 % -
§ Forecast Sales .
( :-.‘ 5 Pipeline Sales 80.00 % -
() % Goal Attained
() % Effidency (Sales/Forecast Ratio)
()% Effectveness (Forecast/Pipeline Ratio) SR

() % Conversion (Sales/Pipeline Ratio)
() % Periods with Goals Attained 40.00 % -+
() % Goals {Historical Average)

(7) Weighted Average KPT
20.00 %

Mame: Morth Central - Goals Attained Save As

List of Saved Analysis:
0.00 %

1112013 4142013 72013 10/M/2013 14172014 4142014 THI2014
2112013 5172013 812013 MHR2013 2112014 5172014 an/zoi4
3172013 Bi1/2013 8i1/2013 1272013 32014 &i1/2014 9172014

Analysis
Everyone - Sales A
James Gerber - Sales
North Central - Sales
Morth Central - Goals Attained v

(®) Show All Sales Rankings

New Edit Save Delete (Z) Show Top Rankings: 2% = Color Settings Update Copy Chart

FIGURE 12 Selection of sales elements for graphical display of sales trends.

Sales Forecast

Sales Forecast is the examination of the change occurring per period within the forecasts of individuals
or teams. The time-series data for sales performance are combined and charted for analysis. The
importance of the review is to understand what progress is being made in the market by the sales team
towards growing the market share or success level. The software applies a variety of ROV forecast
methods (e.g, ranging from ARIMA, Basic Econometrics, GARCH, and Nonlinear Multivariate
Regressions, to Combinatorial Fuzzy Logic, Neural Networks, Stochastic Processes, Trend Analysis, and
Time-Series Decomposition). The algorithms use self-selection by applying historical data to backcast
and backfit existing sales or KPI data, and then uses the best-fitting model to predict and forecast the
future. Clearly this approach is much more powerful than management guesstimates as it employs
historical data on sales and sales performance metrics, applying advanced analytics and Monte Carlo
risk simulations of thousands of scenarios and returning results with confidence intervals and
probability distributions.

Figure 13 is an example of ARP Forecasts totaled for all salespersons and displayed graphically for
21 consecutive periods with a backcast and forecast model. The selection criteria in the screen
determines the presentation of data by Individual, Team, or Department, or for the entire company. The
user can choose the computational criteria (e.g., sales elements, periodicity, and groupings) to forecast.
The chart reveals increasing trends for ARP Sales Forecasts and for Actual Sales. After seeing this chart,
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the task of ARP Sales Management would be to learn why forecasts increase for the third month per
quarter but remain lower for the first two months.

- o EN

[ EXAMPLE ] - ROV PROJECT ECONOMICS ANALYSIS TOOL
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Welcome to the ROV Project Economics Analysis Tool (PEAT). This tool will help you set up a series of projects or capital investment options, model their cash flows, simulste their risks, and run advanced analytics, perform forecasting and prediction
modeling, and optimize your investment portfolio subject to budgetary and other constraints,

Goals Analytics | Knowledge Center

Sales Data | Sales KPI | Sales Trend | Sales Forecast | Sales Ranking | Sales Control | Sales Event | Sales Prob. | Sales Pipeline | Sales Optimization

Trendine Chart | Time Series Chart | Time Series Forecast
R-Squared (Coeffident of Determination) : 0.825293
Adjusted R-Squared : 0.814374

p-Value : 0.000000
Forecasting

cHdSm-EB>EHHf St ET T b O E B i —A

Moving Average Trendline
R-Squarcd: 0.8253 (0.8144)
1500008 v/alue: 0:0000
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.
.
13000004
1200000 . .
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. i
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I°
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Periods

1. Select the Group Level to Run:
(®) Individuals () Teams

4, Select the KPI to Forecast:

7. Seasonality Test

Copy Chart rel

5 i § Actual Sales w|  TestSeasonality Up to: 4 =
i "DED;’""E”E . ‘-"CW"I’EW” 5. Select the Trend Line:
2. Select the Dataset and KPI to Analyze: . .
Trend Line (Maving Average) | Name: List of Saved Forecasts:
Individual Salespersons v Sam of All Individuals
Sum of All Individuals v T tneFaieddr: - et
Notes (Optional): [Sum of Al Individuals
: 6, Select the Forecast Model: 3 =
3. Select Date Type and Range: James Gerber Forecast A
Monthly ~ Time-Series Analysis (Auto) ¥
(O] Starting: 1 12013 v Seasonality: 4 = V
) Ending: 7/ 9f2014 Forecast Periods: 4 =
Number of Periods: 21 = RUM Save As New Edit Save Delete
FIGURE 13 Selection and graphing Sales Forecast variations.

Sales Ranking

Sales management needs an accurate identification of the most successful and least successful
individuals within the sales force. Rewards can then be provided based on real performance, and the
best contributors can be presented as role models for the rest of the team to emulate. Ranking provides
a graphical depiction of results after sequencing the performance of individuals or teams.

Figure 14 is an example of ARP sales ranking for the top 10 salespersons across all sales territories.
The selection criteria in steps 1-4 provide the identification of data for analysis, and step 5 involves
selecting the methodology for display of the results. In this ARP example, the user has selected to show
the top 10 rankings and depict the same in the format of bubble and bar charts. These alternative
methods illuminate the achievements of the star contributors and show their relative relationship in
contributions. Obviously, these are the salespersons who should be emulated by the rest of the sales
team, and their factors for Efficiency, Effectiveness, and Conversion are particular indices of how they
make the numbers that they do.
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File Edit Lsnguage Decimals Help
Welcome to the ROV Project Economics Analysis Tool (PEAT). This tool will help you set up a series of projects or capital investment options, model their cash flows, simulate their risks, and run advanced analytics, perform forecasting and prediction
modeling, and optimize your investment partfolio subject to budgetary and other constraints.
Goals Analytics | Knowledge Center
Sales Data | SalesKPT | Sales Trend | Sales Forecast | Sales Ranking | Sales Control | Sales Event | Sales Prob. | Sales Pipeline | Sales Optimization
i i 2 Sl Fth TS B A Rank| Name | Actual | Forecast | Pipeline | % Goal | Efficient | Effective| Convert | Periods | History | W-KPI
® Individuals () Teams
7 ; o Seean Y11 | Albert Freed | s980,300| s207,600| s3.683,.. 2.571.4.. | 2.2660...| 520.23% | 561.87% | ees.71% 240602, savzes
(_) Departments (_J Corparation 4. Select the Ranking Criteria:
bl 2 | John Young | 5955900 | $872.700] 53,625,... 2,505.0...] 2.2008... | s06.69% | 554.93% | a1a29% 236830, e2773s
3. Select Date Type and Range: $ Actual Sales o
R = 3 | Robert Hel... | $939,750 | $892,800 | $3,601.... | 2.463.5... | 2228.2... | 526.35% | 553.82% | 600.00% |2,341.01..| 919.340
et s { ) Show Al Salet Hamionce: on Chart 4 | Neal Olson | 5903,700 | s241,000 | $3,178,...| 2.373.5...| 2,2548...| 550.73% | 600.67% | 95238% [ 2,531.26..] 853206
rting: 7 @ e =
i 18 Soa oo Rk © [ 5 |BenJohnson|5892,800| $787,100| $3,553,...| 2.338.5...| 2.3074...| 467.60% | 531.48% | 676.19% [2,114.20.. 830.465
Ending: 7 )
LEE 6 | Carolyn Ew...| S866,500 | §743,700 | $3,494,...| 2.273.9... | 2,534.0...| 451.60% | 530.56% | 861.90% |2,348.66..| 857.036
2o =g
Mo o ek FR Fop L Sl Peogle Save As 7 | Edward Bro... 5266,300 | $834.900| 53.226,...| 2.260.8..| 2.1815...| 543.51% | s6450% | 780.05% [2,188.30..] 830365
5. Bubble Chart Settings: .
s [ekof saved Aiisic 8 | Charles Culp| 5813,110 | §777.216 | $3,611,... 2,130.7...| 2.188.5... | 456.40% | 476.76% | 519.05% | 2.045.63..] 843.391
Veighted Average KPI | fodes Al Rossilyn Eg... | $805,300 | §747,100 | §3,410,... 2,113.2...| 2,2464... | 467.52% | 507.91% | 738.10% | 2,136.84.. 818.405
Top 10 Sales Peopl
V-Axis: T::j mG‘::IZ g 10 | Frank Bear... | $709,800 | $798,600| §3,531,...| 2,095.5...| 2,116.2...| 478.30% | 478.95% | 380.95% |2,02030..| 832.865
% Gosls (storical Average) v R v
L #ll Sales Rarkings
§ Actual Sales v
(&= Update New Edit Save Delete
FRESEDS P HF T B A FAdSEL LIS RSN & —4
$ Actual Sales
1000000 100.00%
5 900000 50.00%
£ EPD00 % 00000 80.00%
g 700000 70.00%
s -
é 200000] 40.00%
1] 300000 30.00%
< 220000% 200000 20.00%
w 100000 10.00%
& o +0.00%
= 2,000.00 % \beﬂFreeu FtobertHeIms BenJohnson Edward Brown Rossilyn %
B 800 950 hn Young MealOlson  CarolynBung  Charles Culp Frank Beardsley
Weighted Aversge KPI

FIGURE 14 Selection and Ranking of Best or Worst Performers.

Sales Control

Sales Control is a tool for examining the fluctuations and volatility within a specific team’s or
individual’s performance over time. End results per period do not always tell the correct story of how
sales staff approach the accomplishment of their sales goal. Variations between periods can be related
to the time or position in the quarter or position within a fiscal year that are deemed most relevant to
sales staff. Sales management needs to know if motivation for performance lags in particular periods
and who amongst the sales team is best and worst in performance.

A Statistical Process Control analysis and control chart are employed on the time-series of
historical and current sales and sales performance KPIs to determine if any spikes or valleys (i.e.,
extreme events where sales are suddenly at a low point or experienced a sudden and immediate
increase) are entirely random, given the volatile history of the KPI, or can be deemed as a statistically
significant event, signifying that intervention may be required (e.g., start of an economic downturn, a
structural shift in the market with some new competitive entrant, etc.).

Figure 15 is an example of the Sales Control screen selected for all salespersons and for 21 periods
of historical and current results. The selection options shown in steps 1-4 provide the user the ability
to pick the data set summary level to be reviewed and the charting type desired. In the case shown in
Figure 15, the volatility of ARP sales is charted using a Statistical Process Control chart for sales totals.
What the graph indicates is that ARP sales are fluctuating within 1 sigma of variance for 13 of the 21
periods reported. This may be considered an allowable fluctuation, but the other 8 periods are a
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different matter and specific occurrences that can be isolated should be reviewed for these other, out of
bounds, periods. In fact, 3 of these periods are positive but the remaining 5 periods are negative.

[ EXAMPLE ] - ROV PROJECT ECONOMICS ANALYSIS TOOL il
File Edit Language Decimals Help

Welcome to the ROV Project Econamics Analysis Teol (PEAT). This toal will help you set up a series of projects or capital investment options, madel their cash flows, simulate their risks, and run advanced analytics, perform forecasting and prediction
modeling, and optimize your investment portfolio subject to budgetary and ther constraints.

Goals Analytics | Knowledge Center

Sales Data | Sales KPI | Sales Trend | Sales Forecast | Sales Ranking | Sales Control | sales Event | Sales Prob. | Sales Pipeline | Sales Optimization

1. Select the Group Level to Run: 3. Select Date Type and Range: Name: List of Saved Analysis:

® @
®) Individuals _ Teams o All Individuals (C) Analysis

() Departments () Corporation Notes (Optional): All Individuals (C) A
Starting: 7 5{2014 All Individuals (X)
James Gerber

2. Select the Dataset and KPI to Analyze:

Individual Salespersans v Ending:

Update Mumber of Periods: o B

Select one Individual (®) Control Chart {C) () Time Series Chart (XMR) Save As New Edit Save Delete £

sl CHSE -EF+F 4+ 9EAL A0 DS OF SR VB8 4
Sum of All Individuals
James Gerber

Roy Davis

David Thompson 1,800,000
Robert Helms
William Jamison
John Reynalds
Charles Culp
Donald Kingley 1,400,600-

e ‘ wel A A VA /N
ViR \\./ Y \L/ L

& Amount — Lower Control Limt — Median — UpperControl Limt — 1 Sigma +— 2 Sigma +— 3 Sigma +— 1 Sigma - — 2 Sigma - — 3 Sigma -

1,600,000-

alue

KEL 1,000,000
§ Actual Sales
§ Forecast Sales <

800,000-
$Pipeline Sales
% Goal Attained
% Efficiency (Sales/Forecast Ratio) 600,000
% Effectiveness (Forecast/Pipeline R...
% Conversion (Sales/Fipeline Ratio) 400,000
% Periods with Goals Attained 0 5 10 15 20 25
% Goals (Historical Average) Period

\Weighted Average KPI

FIGURE 15 Selection and Computation of Sales Volatility.

Sales Event

How effective are your sales trainings, new sales methodologies, conventions, sales events, conferences,
marketing mailers, or search engine optimizations? You can enter the sales revenue or any sales KPI
before the triggering event as a stand-alone variable and the post-event sales or KPI as a new variable
and run statistical tests to determine if the differences between the two variables are due to random
chance or if there is a statistically significant effect. In other words, did the new sales strategies have an
impact?

Figure 16 is an example of the Sales Event screen populated with ARP data for multiple
salespersons (each salesperson’s data is entered as a row). The data set loaded was for actual sales
results for a certain number of periods before and after sales training was given to the group. The
analysis revealed that no significant changes in sales were seen and, therefore, the sales training
provided cannot be judged as being helpful in increasing sales. Obviously, the benefit to ARP is knowing
whether or not investments of this nature are helpful for increasing sales because this analysis is a
good proof of concept test to see if a certain event or sales training is worth its cost.
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Welcome to the ROV Project Economics Analysis Tool (PEAT). This tool will help you set up a series of projects or capital investment options, model their cash flows, simulate their riks, and run advanced analytics, perform forecasting and prediction
modeling, and optimize your investment portfolio subject to budgetary and other constraints.

Goals Analytics | knowledge Center

Sales Data | Sales KPI | Sales Trend | Sales Forecast | Sales Ranking | Sales Control | Sales Event | Sales Prob. | Sales Pipeline | Sales Optimization

How effective are your sales trainings, new sales methadologies, conventions, sales events or conferences, marketing malers, or search engine aptimization? You can enter Name:
the sales revenue or any sales KPI before the triggering event as a standalone variable and the post-event sales or KPI as a new variable, and run statistical tests to
determine if the differences are due to random chance or if there is a statistically significant effect. In other words, did the new sales strategies have an impact? Make sure
both variables have the same number of rows or periods, then answer the questions below to run the analyses.

Before-After e-4Mail Campaign Save As
List of Saved Analysis:

Analysis
& w0 = x 1. Enter at least two variables in the data grid on the left 4, Select the two variables you would like to _
Shok: il (Before and after an event). compare: BE ARcE Mol Sk
Before-After Sales Training
VART VARZ VAR VARY = Before-After Annual Convention A
Ty 2. What type of data did you enter? Variable 1 Variable 2
1 10.0000 10,0000 29,0000 T VAR1 vAR1
L | : i t 2 () % Percentages (KPT) VAR2 VAR2 v
2 43.0000 13.0000 32,0000 115.000( VAR3 VAR3
Y=o 3. Select the single situation below that best desaibes the
lect th l below that best describes the VAR4 VAR4
3 14.0000 3.0000 29.0000 103.0000  individuals or teams what you are analyzing the before-after
4 15.0000 15.0000 34,0000 1250000 | Sfrectsof:
by 18.0000 32.0000 51.0000 130.000( (O]
s The same sales team or individuals dit o Delete
6 19.0000 24.0000 43.0000 124.000 () Different groups with similar makeup
7 19.0000 55.0000 74,0000 155.000( (") Very different groups with different makeup RUN Load Example Clear Data
8 21.0000 3.0000 22,0000 108.000(  [Two Variable (T) Independent Unequal Variance ~
— Column 1 Observations :
El 22,0000 3.0000 22,0000 103.0000 Column 1 5ample Mean : 35.892857
Column 1 Sample Standard Deviation : 16,555342
0 | 210000 22,0000 44.0000 122,000 0 | & o v - 98
o o o Column 2 Sample Mean : 59.321429
L S0 PR L] I L Column 2 Sample Standard Deviation : 23.733167
12 28,0000 28,0000 47,0000 128.000( Sample Mean Difference : -23.428571
o t-Statistic : -4.467045
13 29.0000 56.0000 80.0000 156.000( Hypothesized Mean : 1.000000
14| 300000 30,0000 49,0000 1350000 |oysiue Left Talled : 0000024
15 | 33.0000 33,0000 52,0000 133,000 fgg'cﬁ;"tﬂt T seand 1%
16 32,0000 37.0000 A4,0000 137.000( significantly less than the hypothesized mean difference.
17 39.0000 75.0000 94.0000 175.0000 p-Value Right Tailed : 0.999976
not significant at any of the following significance levels: 1%, 5%, and 10%
18 24,0000 44,0000 75.0000 149000 ot rejected
o T oo ey 144,000 v N0t Sonificantly orester than the hypothesized mean difference.
< > ndiakie T Tailad « 0 nnNnas o

FIGURE 16 Data for analysis of Event effectiveness.

Sales Probability

Your sales department, team, or individuals have just submitted their sales forecasts for the next few
periods just as in the past, and corporate management wants to know the true likelihood that the
forecasts submitted will be accomplished. The Sales Probability analysis allows for entry of past
average performance to approximate and model the probability for success. The probability
distribution outcomes are charted and a probability table is provided for further interpretation.

Figure 17 is an example of ARP sales data graphically depicting the probability that a sales goal will
be achieved. The screen is designed for an interactive session for the LA using the sales projections of
the sales staff. The sales forecast is entered along with the confidence level for attainment. The program
calculates the cumulative probability of sales thresholds and charts the normal curve distribution. Both
methods of calculation reveal sales potential and probability. In the ARP case, the percent confidence
and the minimal variance between the actual forecast and the confidence level have yielded charts in
which the sales probability is a clear example of how reality seldom follows commitments prior to the
event. The most telling is the Probability of Selling At Least Amount or More chart. It is a reminder that
forecasts must be factored before management decisions or financial forecasts are given to investors.
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WWelcome to the ROV Project Economics Analysis Tool (PEAT). This tool will help you set up a series of projects or capital investment options, model their cash flows, simulate their risks, and run advanced analytics, perform forecasting and prediction
modeling, and optimize your investment portfolio subject to budgetary and other constraints.
[ Goals Anglytics .Knuwhd.g.g Center
Sales Ijala Sales KPT | Sales Trend | Sales Forecast | Sales Ranking | Sales Control | Sales Event | SalesProb. | Sales Pipeline | Sales Optimization
My average § sales per period is expected to be: 100.00 = . _ :
The worst case scenario § sales 1 can make is: porepen ( FESEL LRI AARD L0 R B e
Sales Ferecast Distribution
Iam % confident that I can sell atleast the worst case: 90.00%
My § quota for the period: 110.00
This is the chance I wil be able to hit and exceed my quota: P—
[®3 Example Compute
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Amount (§) | this Amount or More (%) |
63.69 99% Sez o Sed_ . SE o SB SO SMZ o Si2y o ST 5148
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80.00 90%
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9182 0% FEASEL T L LIRS LATDE KRB PE
96.05 60% Probability of Selling At Least Amount cr More
100.00 50%
103.95 40%
108.18 30%
11313 20%
120.00 10%
125.67 5%
13631 1%
5120 5132

FIGURE 17 Probability that sales projections will be attained.

Sales Pipeline

Sales pipeline analysis allows you to enter the potential market and sales target opportunities over
time and track how the sales pipeline is progressing (turnover rates, pipeline staleness, velocity and
movement, growth, seasonality, etc.). Users start by setting the periodicity (we recommend the same
periodicity going forward for better comparison) and entering the required pipeline data (Figure 18).
Users then save the pipeline and keep adding pipelines for analysis and comparison over time.

Figure 18 is an example of ARP data for pipeline analysis (i.e., Pipeline Data tab). This area of sales
is a significant precursor to success but is often the most overlooked aspect of sales development. The
screen example for ARP shows the pipeline for just one salesperson. Each prospect is listed and the
status of each is tracked as they are converted to customers or if the prospect is lost. The data grid
alone is indicative of the activity of a salesperson. Pipelines should change over time with prospects
discovered and added while others are deducted from the list because they were won or lost. For
prospects to stay in the pipeline excessively long would indicate that either they are not truly a
prospect or that the salesperson is possibly not working on converting them. This screen’s data feeds
the subsequent tab, Pipeline Analysis, which is not shown in this review (the charting of pipeline
volatility). This chart is of similar construction to the other time-series charts in the program.
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[ EXAMPLE ] - ROV PROJECT ECONOMICS ANALYSIS TOOL - =
File Edit Language Decimals Help
Welcome to the ROV Project Economics Analysis Tool (PEAT). This tool will help you set up a series of projects or capital investment options, mode! their cash flows, simulate their risks, and run advanced analytics, perform forecasting and prediction
modeling, and optimize your investment portfolio subject to budgetary and other constraints,
Goals Analytics | Knowledge Center
Sales Data | SalesKPI | Sales Trend | Sales Forecast | Sales Ranking | Sales Control | Sales Event | SalesProb. | Sales Pipeline | sales Optimization
Pipeline Data | pipeline Analysis

Sales Pipeline Analysis allows you to enter the potential market and sales target opportunities over time and track how the sales pipeline is progressing Name:
(turnover rates, pipeline staleness, velodty and movement, growth, seasonality, and so forth). Start by selecting the periodicity settings (we recommend

keeping the same periocicity going forward for better comparisons) and enter the required data below. Save the pipelines and keep adding pipelines over A lack save As
time for analysis and comparison ver me. List of Saved Pipelines:
New Pipeline o
Jack Foster A
Name of Sales Person (Abbreviated): Total Sales Goal for Entire Pipeline Below: £ Jamie Alan
John Black 1,200,000 Save :;::: z’:i‘:‘ 5
show: | 500 = Rows Delete Mike Jagric o
Period 1D Target Company Value (§) Date Identified Probability (%) Status | Date Closed Closed (8) Notes ‘ ia
1 1 Puttings Inc. §110,081.00 1/25/2014 §50.00% Closed .ﬂ 272072014 §110,081.00
T 1 Query Dispatch 583,178.00 1/30/2014 §73.00% Open .ﬂ
T 1 Geoffry Remaodel §92,421.00 1/31/2014 §50.00% Closed LJ 271272014 §92,421.00
T 2 Jissen Warehouse §73,476.00 2/5/2014 §75.00% Closed ﬂ 3/20/2014 §73,476.00
T 2 JWB Manufacturing 569,285.00 2/10/2014 5§50.00% Open ﬂ
T 2 Tremot Service §166,043.00 2/25/2014 §80.00% Closed ﬂ 3/2/2014 §166,043.00
T 3 Larence Inc §36,260.00 372720014 §90.00% Closed ﬂ 3/20/2014 $36,260.00
T 3 Stoppage Plumbing §221,249.00 3/5/2014 §45.00% Closed ﬂ 372072014 §221,249.00
T 3 United Warehouse §75,603.00 3/15/2014 525.00% Open .ﬂ
H 4 Caar Parts and Accessories §104,808.00 4/25/2014 §35.00% Closed .ﬂ 5/28/2014 §104,808.00
7 4 Wind Engineering §225,107.00 4/28/2014 §45.00% Closed j 6/2/2014 §225,107.00
? 5 WheelHouse Inc. 586,801.00 5/5/2014 §50.00% Open ﬂ
? 5 Rabbit Delivery §139,481.00 5/20/2014 §85.00% Closed ﬂ 772572014 §139,481.00
? 3 Oliver and Company §213,935.00 5/26/2014 §90.00% Closed ﬂ 7/26/2014 §215,935.00
? & David Devress Distri. £84,078.00 6/2/2014 £60.00% Open ﬂ
16| & Kabbige Company 570,281.00 6/8/2014 $50.00% Dpen =l o

FIGURE 18 Comparison of the pipeline data per sales individual.

Sales Optimization

What is the probability your company will hit and exceed the targeted sales goals this period? Should
you revise your sales targets to something more realistic (reduce the goals for a higher probability of
attainment)? Should you add additional sales associates to help increase your chances of hitting the
target (i.e., is the higher cost worth it)? Enter the typical salesperson’s worst-case, most-likely, and
best-case sales amounts; the targeted corporate sales goal; and the total number of sales associates
available currently, and then run a Monte Carlo risk simulation to see your chances. In addition, the
levels of diminishing marginal returns can be determined. That is, adding additional sales staff in
theory would allow the company to sell more, but market saturation can occur, pipelines can overlap,
internal sales competition can happen, and sales cannibalization of product lines can develop. With
additional sales staff, the chances of hitting the company’s sales goals increase, but at a decreasing rate.
Therefore, sales optimization analysis looks at the nonlinear cost and return trade-offs. For example,
hiring an additional salesperson may increase the probability of achieving your goals by 10%, but
hiring a second person may only increase it by 17% (instead of 20%), and a third by only 22% (instead
of 30%). And if the second new salesperson will increase the total probability of achieving target at a
99.9% chance, hiring the third, fourth, or fifth person really does not contribute much if all that is
required is that the sales target be attained, but the additional hires will cause the total costs to
skyrocket (in fact, this action may even cause a spiraling effect of requiring an upward adjusted sales
goal to cover the higher operational costs of the company).
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Figure 19 is an example of the Sales Optimization screen with ARP data. The screen is interactive
allowing the user to play what-if staffing games. The charts show the Simulated Sales Forecast for ARP
with the probability declining as the sales projection increases. How much risk does ARP Sales
Management want to take with upper management? The Standard Analysis tab reveals forecasts that
are achievable and risk can be known. Included in the screen is the Simulated Probabilities of Achieving
Target chart that shows the staffing necessary based on actual productivity. For ARP, the chart
indicates that sales probability jumps to 100% between the staffing levels of 9 to 11. Certainly it is not
possible to instantly add sales personnel at will to meet the sales goals of the company, but it is
necessary to see productivity calculated as a component of average staff productivity. Working in this
tab also allows sales management to understand the capability of the company’s staff and initiate any
staff requests with firm numbers for productivity.

[ EXAMPLE ] - ROV PROJECT ECONOMICS ANALYSIS TOOL - =
File Edit Language Decimals Help

Welcome to the ROV Project Economics Analysis Tool (PEAT). This tool will help you set up a series of projects or capital investment options, model their cash flows, simulate their risks, and run advanced analytics, perform forecasting and prediction
modeling, and optimize your investment portfolio subject to budgetary and other constraints.
Goals Analytics | knowledge Center
Sales Data | SalesKPI | Sales Trend | Sales Forecast | Sales Ranking | Sales Control | Sales Event | Sales Prob. | Sales Pipeline | Sales Optimization
Standard Analysis | Customized Analysis
What is the probability your company will hit and exceed the targeted sales goals this period? Should you revise your sales targets to something more realistic (reduce the goals in return for a higher probability of attainment)? Shouid you hire

additional sales assodates to increase your chances of hitting target (i.e., is the higher cost worth it)? Enter the typical individual sales person’s worst, most likely, and best case sales amounts, the total targeted corporate sales goal, and total
number of sales associates available currently to run a risk simulation and see your chances,

Minimum Worst Case Sales § 100,000.00 Total Target Sales Goal § 1,250,000.00 Your chances of hitting and exceeding quota is: 30.42%
Most Likely Sales Amount § 120,000.00 Current Mo, of Sales Assodates 10 You can also setup an advanced model to account for variations in sales assodiates-abilities (g.g., junior
. 150,000.00 - Vs, senior assodiates) using the Advanced settings.
MK IEeCt Cace Saiecy ch Example Simulate |£5 Simulation run has been completed!
Simulated ‘ Prob. of Exceeding | = The effident frontier shows you the chances of
= 7 t 14 TR ) vy hitting targeted sales if you increase or decrease the
saless) | the Sales (%) | FRHSESFHHL L ELLL0 K E : B et O
Simulated Sales Forecast
5,200,051 9% 100.00 % 99.0% o5 0% . =
o T 95.0% 009 Sales | Prob. of Exceeding |
5,298,620 95% 20.00%] B 80.0%
oo g 00% Associates | TorgetSales(®) |
5,350,289 90% co.00%] 8 60.0%
5000%] L% 5 0.00%
5414948 80% 0 I 40.0%
40.00 %48 30.0% 6 0.00%
. 30,00 % { R 20.0% it
5,465,584 0% moaxl-B
t000% |8 L - 7 0.00%
5,508,445 60% 0.00 .& Bes % | B
= "85 200,081 55,4145 55,548, 55,503,4, 55,915,536 8 0.00%
5,549,128 0% %'255'?&535:-.239 -5?455%‘.‘5&6.445 @539"?15.‘533 582 %5753'35357.525 4 s
5,589,546 0% ’
10 3042%
5,633,682 30% o T = —
g o FEHSELFFLLIIREELLAFHE- b n 99.93%
* \ ke o . Lrele . .
Simulated Probabilities of Achieving Target a2 100.00%
5,753,596 10%
13 100.00%
5,807,626 5%
14 100.00%
5,915,536 1%
15 100.00%
5 3 7 [] @ 10 1 12 13 14 15 15
Number

FIGURE 19 Sales actuals against computed future sales outcomes.

Figure 20 is an ARP example of Customized Optimization with functionality for optimization
analysis of the sales performance for particular salespersons. The Customized Analysis tab is a variation
of the Standard Analysis tab. The Customized tab models sales teams or departments individually, with
unique sales capabilities. For example, an individual salesperson’s historical or anticipated
performance for worst-case, most-likely, and best-case scenarios can be entered, Monte Carlo risk
simulation is run, and the results are charted to show the cumulative probabilities of hitting given sales
targets. The results of Figure 20 for ARP indicate that given the assumptions of the sales team, there is a
99% confidence that ARP can sell at least $1.42M, an 80% confidence of selling $1.54M, and less than a
5% confidence of exceeding $1.73M in sales that particular period.
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o [ EXAMPLE ] - ROV PROJECT ECONOMICS ANALYSIS TOOL - =
File Edit Language Decimals Help
Welcome to the ROV Project Economics Analysis Tool (PEAT). This tool will help you set up a series of projects or capital investment options, model their cash flows, simulate their risks, and run advanced analytics, perform forecasting and prediction
modeling, and optimize your investment portfolio subject to budgetary and other constraints.
Goals Analytics | Knowledge Center
Sales Data | Sales KPI | Sales Trend | Sales Forecast | Sales Ranking | Sales Control | Sales Event | Sales Prob. | Sales Pipeline | Sales Optimization
Standard Analysis | Customized Analysis
Use this advanced model to account for variations in sales assodates?abilities (e.g., junior vs. senior assodiates) as well as change the probability distributions to use and to modify the risk simulation settings.
1. Select a distribution to use in the simulation or keep the default: 3. Modify the default simulation settings if appropriate: 4. Save the model if desired:
Triangular v Number of Simulation Trials: 10000 Mame: | Senior Team Members Save As
2, Enter the required data below: Show: | 500 =X Rows [[] Apply Simulation Seed Value 123 List of Saved Analysis:
No. Associate’s Name Worst Sales | Likely Sales Best Sales Experience Notes \ ~ Anclysis A
1 Jay Zachary §120,00000 | $150,000.00 | $200,000.00 Hesve kol Tt
2 Janice Smith $100,000.00 §175,000.00 §250,000.00 v
3 Tom Wills §125,000.00 §185,000.00 §250,000.00
4 Meore Rowlands §150,000.00 §200,000.00 §275,000.00 New Edit Save Delete
5 Mary Macky $158,000.00 §170,000.00 | 5250,000.00 Simulate Simulation run has been completed!
3 Cinzano O'Neil $150,000.00 5§250,000.00 $350,000.00 i :
Simulated | Prob. of Seling t Least |
T Michael Mesh 125,000.00 5200,000.00 §250,000.00
I:_ bl 4125, = = Sales Amount (S) | this Amount or More (%) |
8 Janie Fallows §175,000.00 §250,000.00 5§300,000.00 [ 1424300 0%
3 7 1 1d T + P _1_;3_ 1,474,360 95%
FREEL L L LI EEA ATl 0K B W ’ 1,502,968 20%
pom Simulated Sales Forecast 1,536,453 0%
100.00 %
o 1,561,425 70%
80.0%
70.0% 1,582,029 60%
1,601,694 50%
1,622,041 40%
L 1,643,733 30%
9 - 1,667,113 20%
Lo | N 1,700,513 10%
51,424, 30551 474 51,838, 45531 5614 51,801, 51 522,041 51.857.11531 700.5 81,779,113 1728377 59
474360 502,968 561428 62,020 B84, 6373 TO05G, 228 377 .
1,779,113 1%
FIGURE 20 Sales actual potential with customized probability settings.

Conclusion

The combination of SPIDER and SPEAR is intended to provide a comprehensive service in assisting
sales performance analysis for any organization seeking to improve sales and to also better understand
the nuances that are unique to its products, markets, and sales staff. The overall goals of the service are
significant and varied: to demystify the profession of sales, to provide actual improvement per sales
staff member, to reveal the inhibitors and facilitators of good sales practice, and to alert management to
sales performance trends and risk thresholds on a timely basis. All of these goals lead to a better
understanding of present risks based on quantifiable metrics. Where SPIDER is the facility to drive
improved sales and smoother communications of sales status, SPEAR is the facility for understanding
the characteristics of the company’s sales performance.

The benefits of SPEAR can be applied to compensation, hiring, severance, and the overall
communication of sales information to all interested parties, including board-level oversight, C-level
management, and the operational management tasked with fulfillment of sales plans.

For ARP, the use of both products has provided significant value. Its cost to use SPIDER has been
repaid with a sales force completely knowledgeable of their sales goals and a sense of urgency for
accomplishment. Compensation has been adjusted to recognize performers with consistent sales for all
periods per quarter, and the star contributors have been recognized as model sales staff for all sales
departments to emulate. Needless to say, the habitual underperformers have been identified and
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actions taken to address their issues or remove them from their role in sales. Overall, ARP claims a
significant sales growth for which they credit the use of Goals HQ analytics.

The value of SPEAR is part and parcel of the overall results. ARP’s upper management is now more
comfortable with the forecasts received since they are backed by the analysis of SPEAR. Sales-related
costs are more carefully invested, and investment has actually increased since the Event analysis
provides real understanding of effectiveness of certain marketing campaigns and sales efforts. The
concept of sales surprises has been virtually removed since the trend analysis can predict end results
more accurately than intuition. Surprises still occur but they are generally positive with the capture of a
few blue birds from time to time. The human element is not ignored through any of the analysis now
available to the sales management staff, but the ability to now ask pertinent questions and see real-time
reports juxtaposed with historical data and then modeled by the SPEAR tools has removed the
adversarial relationship between field and in-house staff.

Sales can be the most exciting aspect of a company’s operations. The fulfilling nature of adding new
customers or new revenue to the firm and winning the battle of ideas for a company’s products should
be one of the most satisfying tasks that any employee can have. SPIDER and SPEAR are two tools
matched to the profession of sales for the salesperson and for his or her sales management.

Real Options Valuation, Inc.
4101F Dublin Blvd., Ste. 425, Dublin, California 94568 U.S.A.
www.realoptionsvaluation.com admin@realoptionsvaluation.com

Real Options Valuation 2
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