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Sample Annual Bonus Program 

Why: The Purpose  

To offer staff, key operational people (Account Managers) and leadership (Department Heads) of the organization an incentive program that rewards them for positive company wide results in the areas of revenue growth and profitability as measured by GM: Gross Margin

We would like for the following to happen as a result of this program:

1. Key Employee Retention: Motivate the key performers to stay and prosper at ___

2. Tool for Recruiting Future Talent: Used as a recruiting tool for future key players 

3. Skin in the Game: Offer a “stake” in the company’s success as it grows with revenue and profit

4. Drive Success Behaviors: Drive behavior of the team to play as a team and have team success. This will also put group influence on people to perform or perform somewhere else. 

5. Clear Purpose with Clarity of Expectations and Company Wide Alignment: 

As a result, employees will focus on the key drivers of organizational success: 

· Customer satisfaction/retention 

· Consistent performance with QC program

· Increase Gross Margin both in dollars and %

· Increase profitable revenues for the company

· Assisting with training and development of all players

· Growth; taking on more responsibility

· Building needed skills and success behaviors

What: Annual Bonus 

The annual bonus will be paid out after completion of the fiscal year and all costs have been accounted for. The payout will generally be on or about ___________ 

This would be barring an unacceptable departure as defined by agreement.
[image: image2.png](Z Harvest Group

Landscape Business Consulting




Who: Who Gets What?
Targeted Employees for Annual Bonus part of program: 

Key leadership positions

Middle Managers (Account Managers/Supervisors) 

Support Staff: Office, Head Mechanic etc.

Program Eligibility for Annual Bonus 

Managers/ Department Heads

Eligibility is at the discretion of owner

Account Managers: 

1.Has successfully held a minimum of $50,000 in monthly recurring revenue for a minimum of six months: no lost jobs due to performance as determined by ownership 

2.Achieved a QC weighted average score of 85 at least twice per year: 

Has demonstrated consistent quality performance, jobs that fall below 80 are brought to standard within one week with no extra overtime needed, less than 10% of jobs score less than 80% as per the quarterly QC review.

3.Total ______ Combined GM book of business: recurring ,enhancement and trees has a minimum GM as follows: 

___% GM in 2019 

___% GM in 2020
___% GM in 2021
___% GM in 2022
___% GM in 2023  

Employee (s) disqualification from the program and or suspension from the program.

Note: Ownership’s Right to Suspension of Program 

Ownership reserves the right to remove or suspend any or all employees from this program based on lack of performance of the individual or based on the overall performance of the company. 
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How: Show Me the Money

Source of Money for Bonus Pool: Annual Bonus

The source of funding for these programs will be taken from the total sum of Gross Margin from all sources of net revenue: maintenance contracts, enhancements and tree care  

(Note: net revenue will be calculated as gross revenue less subcontracted work)
Gross Margin: GM defined 

GM shall be defined as direct costs subtracted from net revenue: 

Direct Costs include labor plus burden (taxes, insurances) plus materials plus (dump fees for trees only)

2.5% of the total Gross Margin shall serve as the total pool of money to fund the Annual Bonus. 2.5% of GM will be distributed annually as Annual Bonus

Note: The Company must have a net profit after pay out of bonuses

Note: Minimum financial (Gross Margin) criteria for Annual Bonus program to go into affect:  

The minimal financial criteria that needs to be met by the total TVL combined GM that is required to have both programs go into affect are as follows:

GM ____% for fiscal 2019
GM ____% for fiscal 2020
GM ____% for fiscal 2021
GM ____% for fiscal 2022
GM ____% for fiscal 2023
Annual Bonus Program Payout/ Process

Determine GM and take 2.5% of GM for annual bonus payout

The Annual Bonus Program pool will be distributed as follows:

· 90%- Middle Management

· 10% - Discretionary

The Annual Bonus amounts/distribution per individual will be determined as follows:

Determined by owner each year at ownership discretion and primarily based on the individuals’ overall contribution to the company.

(Note:  Fiscal 2013 it was decided an equal split)

Middle Management: Generally, this will be distributed based on average revenue per year as a percentage of the total revenue: including construction, maintenance and extras. Other considerations including additional assignments and responsibilities will also be considered. 

Note: Year 2013 will have 3 positions assigned for middle management

Support Staff: Discretionary as determined by owner

The Annual Bonus will be paid on or about  May 31 or sooner depending on final accounting being completed for the fiscal year end.

Eligible employees must be employed and in good standing at the time of distribution to be eligible for the Annual Bonus.  

Example:

Year 2019 Revenue $__________ @ GM 45%  = $ _________

Total Pool = 2.5% of GM or $_________ This amount will be the total “Pool” for the Annual Bonus .

Take 90% of this pool or $________(2.5%) and use for the annual bonus pool.

Annual Bonus Program:

Using the above calculations there would be  $_________ for the bonus pool 

Using the distribution 90% Middle Management; 10% Staff this would be distributed as follows:

Middle Management: $_______ total pool for total of 3 people PM, FS 

Staff: $_________ total pool for staff.

Note: If for some reason a person leaves the company their portion of the payout is dropped from the pool amount and not distributed to the rest of the people that remain in the pool.

Note: We need to build a model of what this will possibly be assuming we meet all criteria option some years met not met etc. “least and most” $$$ scenarios

Ask: Does this all make sense in ROI of growing GM with payout %’s and $’s 

We should also consider changing our financial statement format to allow for easy review of our progress.

Next Steps:  Discussion Points

Have an attorney to review and draft

After all is done:

We then do a roll out meeting at a nice place and explain the program and have an official letter for participants of ___________ bonus program.
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