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About This Document 

owner HR   

access & use  All Staff 

what it is A description of the Company’s CUSTOMIZER:  Insert the type of incentive 
plan you are describing 

who uses it Eligible employees use this guide for reference 

 

CUSTOMIZER: This document contains examples of 3 different types of short-term incentive plans.  
Modify the one that most closely matches your company's plan and delete the others. 

 

 

This template is included in the ConnectsUs HRTM Toolkits. 

 

 

 

Set up your HR Department  Create HR for Clients 

A complete HR Toolkit for small business to 
create and maintain your HR fundamentals.    

Create your HR materials 

• 260+ premium templates to create  
contracts, employee manuals, forms, 
spreadsheets and manager guides 

• Download your HR folders 

• Identify your HR priorities 

• 22 HR topics 

• Create HR intranet 

Support your HR Function 

• COVID-19 Portal 

• Legislation Portal 

• Remote Workforce Portal 

• Mental Health Portal 

• Diversity & Inclusion Portal 

• Weekly updates, email notifications 

• Help & support. With real humans! 

 HR Toolkit for Small Business, but made for HR 
consultants with the following differences:  

• Special licensing for use with clients 

• Additional module + additional download of 
pre-assembled folders and templates to 
create your own master HR toolkit to 
re-use for new clients 

• Pricing.   

 

This page is not available for preview.  

Sign up for a free Trial and download this template now!  Link in footer. 
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Annual Incentive Plan – Example #1 

Purpose  

The purpose of the Annual Incentive Plan is to reward our people for achieving positive business 
outcomes including financial results, customer satisfaction, and product quality.  

The bonus plan will only pay out when the Company achieves its financial goals. Success is measured 
against 4 criteria: 

1. Overall Company success 

2. Department/team success 

3. Individual success as it relates to achieving goals that are SMART – Specific, Measurable, 
Attainable, Relevant, and Timely 

4. Individual success as it relates to demonstrating Core Company Success Traits 

Key Points 

1. This plan is designed to motivate eligible employees to drive for Company success as a whole, 
within departments and teams, and then for individual results. As an individual, this sometimes 
means putting the needs of the Company or our team ahead of our own. 

2. The plan works on the premise that we are all paid fairly to do our jobs well. If the Company 
meets its financial goals and we exceed our individual goals, we are eligible for an incentive plan 
payout. 

3. Think of this plan as being similar to a sales commission plan. A salesperson is usually paid a 
base wage and the commission plan is their incentive plan. The performance criteria are clear. If 
they meet their pre-established targets, they’re paid commission, if don’t, they aren’t. This 
bonus plan operates in a similar fashion.   

4. As with a sales commission plan, you’re provided with measurable financial and operational 
objectives in advance, so that the performance criteria are understood. Although no incentive 
plan is 100% objective – or as black and white as numerical targets in a commission plan – we 
mitigate potential subjectivity by setting SMART Company, team, and individual objectives and 
measuring results.  

5. This plan should not be considered an expectation or entitlement. Nor should it be counted on 
as additional annual salary or automatic payment. An incentive plan pay-out is a reward for PR
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achieving excellence and high performance and will only be paid if the Company achieves its 
financial goals.  

Performance Criteria & Assessment  

The following table describes the performance factors and how each one is assessed. 

 

  

Performance 
Factors How Performance is Assessed 

Company 
Performance 

Determined and rated by the Board of Directors in CUSTOMIZER:  Insert month in 
which your year-end occurs, e.g., January(fiscal year-end), for the preceding year.  
At their discretion, Board of Directors determines the level of the Company’s success 
for the preceding year, based on financial results and attainment of goals.  
CUSTOMIZER:  If your company is private and will not share financial results, insert 
the following or delete this form field -> Financial results are typically not shared in a 
private company. 

Department 
Performance 

Determined and rated by the senior management team in CUSTOMIZER:  Insert 
month in which your year-end occurs, e.g., January, for the preceding year.  
Senior management team members vote individually on the level of each 
department’s success for the preceding year, based on measurable objectives set at 
the beginning of the period.  

Individual 
Performance & 
Results 

Based on the rating assigned to the employee in the Performance Rating Summary 
section of the Performance Review Form, for the preceding year, as determined by 
the employee’s manager.   
To be eligible for the full payout of the individual component, the employee’s 
performance must be rated as ‘1 - Consistently Exceeds Expectations’. 

Demonstration 
of Core 
Company 
Success Traits 

Based on the rating assigned to the employee in the Company Core Success Traits 
section of the Performance Review Form, for the preceding year, as determined by 
the employee’s manager.  
To be eligible for the full payout of this component, the employee’s rating must be ‘1 
- Consistently Observed’. 

 

 

This template is included in the ConnectsUs HRTM Toolkits. 

 

 

 

Set up your HR Department  Create HR for Clients 

A complete HR Toolkit for small business to 
create and maintain your HR fundamentals.    

Create your HR materials 

• 260+ premium templates to create  
contracts, employee manuals, forms, 
spreadsheets and manager guides 

• Download your HR folders 

• Identify your HR priorities 

• 22 HR topics 

• Create HR intranet 

Support your HR Function 

• COVID-19 Portal 

• Legislation Portal 

• Remote Workforce Portal 

• Mental Health Portal 

• Diversity & Inclusion Portal 

• Weekly updates, email notifications 

• Help & support. With real humans! 

 HR Toolkit for Small Business, but made for HR 
consultants with the following differences:  

• Special licensing for use with clients 

• Additional module + additional download of 
pre-assembled folders and templates to 
create your own master HR toolkit to 
re-use for new clients 

• Pricing.   
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Position Levels & Definitions, & Percent Allocations 

The following table defines the various levels of responsibility within the Company and the percentage 
allocation by level. 

 
Position 

 
Max 

% 

 
Position Level Definition 

100% Allocation of Performance 
Criteria 

Company Dept. Individual 
results 

Individual 
traits 

Vice 
President 20 

 Reports directly to a member of the 
Executive Team 

 Very experienced individual who 
sets strategy and objectives for the 
department 

 Has approximately 10+ years of 
management experience related to 
their current position 

 Leads directors 
 Is a representative at Executive 

meetings 

25 25 25 25 

Director 15 

 Reports directly to a VP, or directly 
to a member of the Executive Team 

 Senior individual who sets strategy 
and objectives for the department if 
reporting to a member of the 
Executive Team 

 Has approximately 5+ years of 
management experience related to 
their current position 

 Leads managers 

25 25 25 25 

Manager 10 

 Responsible for making things 
happen through direct reports 

 Effectiveness is measured by the 
accomplishment of their direct 
reports 

 Leads; has decision-making authority 
regarding the manner in which 
direct reports execute their jobs 

 Has budgetary responsibility 

25 25 25 25 PR
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Position 

 
Max 

% 

 
Position Level Definition 

100% Allocation of Performance 
Criteria 

Company Dept. Individual 
results 

Individual 
traits 

Individual 
Contributor 5 

Individuals who do not fall under ‘VP’, 
‘Director’, or ‘Manager’, as defined 
above 

25 25 25 25 

Example Calculation for Annual Incentive Plan  

Mark Bains is a Product Marketer eligible for an Annual Incentive Plan payment of 5% of his $60,000 
annual salary – $3,000.   

Performance criteria:   

1. Company success was rated at 65% by the Board of Directors.  (Mark is an individual contributor 
with no financial weight given to Company performance.) 

2. Mark’s department success was rated at 80% by the senior management team. 

3. Mark exceeded expectations in the achievement of his goals. 

4. Mark had some challenges with the way he worked. At times, he did not demonstrate the Core 
Company Success Traits, i.e., he gossiped often, had difficulty with co-workers and with building 
relationships, and was often negative. 

Percentage 
of Eligible 
Payment 

Performance 
Factor 

 
Rating Max 

Eligible $ Performance Rating Final 
% 

Total $ 
Paid 

0% Company 
performance  0 

As assessed by  
Board of Directors 

0 0 

20% Department 
performance  $600 As assessed by senior 

management team  80% $480 

40% Individual 
results Exceeds $1,200 As assessed by 

Manager 100% $1,200 

40% Core Company 
Success Traits 

Did not 
meet $1,200 As assessed by 

Manager 0% 0 

Total Potential Payment  $3,000 Final Payment $1,680 
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A complete HR Toolkit for small business to 
create and maintain your HR fundamentals.    

Create your HR materials 

• 260+ premium templates to create  
contracts, employee manuals, forms, 
spreadsheets and manager guides 

• Download your HR folders 

• Identify your HR priorities 

• 22 HR topics 

• Create HR intranet 

Support your HR Function 

• COVID-19 Portal 

• Legislation Portal 

• Remote Workforce Portal 

• Mental Health Portal 

• Diversity & Inclusion Portal 

• Weekly updates, email notifications 

• Help & support. With real humans! 

 HR Toolkit for Small Business, but made for HR 
consultants with the following differences:  

• Special licensing for use with clients 

• Additional module + additional download of 
pre-assembled folders and templates to 
create your own master HR toolkit to 
re-use for new clients 

• Pricing.   
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Additional Guidelines 

 Employees eligible for sales commissions are not eligible for this plan. 

 If you have not been on board for a full year as of December 31st, the calculation will be pro-
rated to hire date. 

 You must have been hired prior to September 1st of the calculation year to be eligible for 
payment in the following January. 

 To be eligible for payment under this plan, you must be employed by the Company until January 
31st following the calculation year. 

 Bonus payments are calculated and paid annually after performance reviews and the Company 
financials are completed, usually by March 31st, following the calculation year. 

Annual Incentive Plan – Example #2 

Purpose  

The purpose of the Annual Incentive Plan is to reward our people for achieving specific, measurable, 
attainable, relevant, and timely goals (SMART goals) that contribute to positive business outcomes. 
These include financial results, customer satisfaction, and product quality.  

This plan will only pay out when the Company achieves its financial goals.  Success will be measured 
against the following criteria: 

1. Individual accomplishment of SMART goals. 

2. Individual achievement relating to demonstrating Core Company Success Traits. 

Key Points 

1. This plan is designed to motivate eligible employees to drive for Company success as a whole, 
within departments and teams, and then for individual results. As an individual, this sometimes 
means putting the needs of the Company or our team ahead of our own. 

2. The plan works on the premise that we are all paid fairly to do our jobs well. If the Company 
meets its financial goals and we exceed our individual goals, we are eligible for an incentive plan 
payout. 

3. Think of this plan as being similar to a sales commission plan. A salesperson is usually paid a 
base wage and the commission plan is their incentive plan. The performance criteria are clear. If PR
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they meet their pre-established targets, they’re paid commission, if don’t, they aren’t. This 
bonus plan operates in a similar fashion.   

4. As with a sales commission plan, you’re provided with measurable financial and operational 
objectives in advance, so that the performance criteria are understood. Although no incentive 
plan is 100% objective – or as black and white as numerical targets in a commission plan – we 
mitigate potential subjectivity by setting SMART Company, team, and individual objectives and 
measuring results.  

5. This plan should not be considered an expectation or entitlement. Nor should it be counted on 
as additional annual salary or automatic payment. An incentive plan pay-out is a reward for 
achieving excellence and high performance and will only be paid if the Company achieves its 
financial goals.  

Performance Criteria & Assessment  

The following table describes the performance factors and how each one is assessed. 

Position Levels & Definitions, & Percent Allocations 

The following table defines the various levels of responsibility within the Company and the percentage 
allocation by level. 

Performance 
Factors Performance Criteria and Determination 

Company 
Performance The senior management team determines the Company’s financial performance. 

Individual 
Performance & 
Results 

Based on the rating assigned to the employee in the Performance Rating Summary 
section of the Performance Review Form, for the preceding year, as determined by the 
employee’s manager.  
To be eligible for the full payout of the individual component, the employee’s 
performance must be rated as ‘1 - Consistently Exceeds Expectations’. 

Demonstration 
of Core 
Company 
Success Traits 

Based on the rating assigned to the employee in the Company Core Success Traits 
section of the Performance Review Form, for the preceding year, as determined by the 
employee’s manager.  
To be eligible for the full payout of this component, the employee’s rating must be ‘1 - 
Consistently Observed’. 
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Position Max % Position Level Definition 

100% Allocation of 
Performance Criteria 

Individual 
SMART Goals 

Individual Core 
Company 

Success Traits 

Vice 
President 20% 

 Reports directly to a member of the 
Executive Team 

 Very experienced individual who sets 
strategy and objectives for the department 

 Has approximately 10+ years of 
management experience related to their 
current position 

 Leads directors 
 Is a representative at Executive meetings 

50 50 

Director 15% 

 Reports directly to a VP, or directly to a 
member of the Executive Team 

 Senior individual who sets strategy and 
objectives for the department if reporting 
to a member of the Executive Team 

 Has approximately 5+ years of management 
experience related to their current position 

 Leads managers 

50 50 

Manager 10% 

 Responsible for making things happen 
through direct reports 

 Effectiveness is measured by the 
accomplishment of their direct reports 

 Leads; has decision-making authority 
regarding the manner in which direct 
reports execute their jobs 

 Has budgetary responsibility 

50 50 

Individual 
Contributor 5% Individuals who do not fall under ‘VP’, 

‘Director’, or ‘Manager’, as defined above 50 50 

Example Calculation for Annual Incentive Plan 

Mark Bains is a Product Marketer eligible for an Annual Incentive Plan payment of 5% of his $60,000 
annual salary – $3,000.  Mark is an individual contributor with no financial weight given to Company 
performance.   PR
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Performance criteria:   

1. The Company achieved its financial goals. 

2. Mark exceeded expectations in the achievement of his goals. 

3. Mark also exceeded expectations in demonstrating the Core Company Success Traits. 

 

Additional Guidelines 

 Employees eligible for sales commissions are not eligible for this plan. 

 If you have not been on board for a full year as of December 31st, the calculation will be pro-
rated to hire date. 

 You must have been hired prior to September 1st of the calculation year to be eligible for 
payment in the following January. 

 To be eligible for payment under this plan, you must be employed by the Company until January 
31st following the calculation year. 

 Bonus payments are calculated and paid annually after performance reviews and the Company 
financials are completed, usually by March 31st, following the calculation year. 

  

Percentage 
of Eligible 
Payment 

Performance 
Factor 

 
Rating Max Eligible $ Performance 

Rating 
Final 

% 
Total $ 

Paid 

50% Individual 
results 

1 - 
Exceeds $1,500 As assessed by 

Manager 100% $1,500 

50% Core Company 
Success Traits 

1 - 
Exceeds $1,500 As assessed by 

Manager 100% $1,500 

Total Eligible Payment  $3,000 Final Payment $3,000 
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Discretionary Bonus Plan – Example #3 

Purpose  

The purpose of the Discretionary Bonus Plan is to reward our people for contributing to positive 
business outcomes including financial results, customer satisfaction, and product quality. This plan will 
only pay out when the Company achieves its financial goals.   

Key Points 

1. This plan is designed to motivate eligible employees and drive success for the Company as a 
whole, within departments and teams, and then for individual results. As an individual, this 
often means putting the needs of the Company or our team before our own. 

2. The plan works on the premise that we are all paid fairly to do our jobs well. If the Company 
meets its financial goals and we exceed our individual goals, we are eligible for an incentive plan 
payout. 

3. This plan should not be considered an expectation or entitlement. Nor should it be counted on 
as additional annual salary or automatic payment. Any bonus payment is a reward for achieving 
excellence and high performance and will only be paid if the Company achieves its financial 
goals.  

Performance Criteria & Assessment  

The following table describes the performance factors and how each one is assessed. 

Position Levels & Definitions, & Percent Allocations 

The following table defines the various levels of responsibility within the Company and the percentage 
allocation by level. 

Performance 
Factors Performance Criteria and Determination 

Company 
Performance 

The senior management team determines the Company’s financial performance and 
determines a pool of funds, if any, for distribution to employees. 
There may be times when the Company has limited funds, if any, for bonus 
payments.  The Company may not be in a position to provide a payment to all 
employees.   PR
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Position Max % Position Level Definition 

Vice 
President 20% 

 Reports directly to a member of the Executive Team 
 Very experienced individual who sets strategy and objectives for the 

department 
 Has approximately 10+ years of management experience related to their 

current position 
 Leads directors 
 Is a representative at Executive meetings 

Director 15% 

 Reports directly to a VP, or directly to a member of the Executive Team 
 Senior individual who sets strategy and objectives for the department if 

reporting to a member of the Executive Team 
 Has approximately 5+ years of management experience related to their 

current position 
 Leads managers 

Manager 10% 

 Responsible for making things happen through direct reports  
 Effectiveness is measured by the accomplishment of their direct reports 
 Leads; has decision-making authority regarding the manner in which 

direct reports execute their jobs 
 Has budgetary responsibility 

Individual 
Contributor 5% Individuals who do not fall under ‘VP’, ‘Director’, or ‘Manager’, as defined 

above 

Additional Guidelines 

 Employees eligible for sales commissions are not eligible for this plan. 

 If you have not been on board for a full year as of December 31st, the calculation will be pro-
rated to hire date. 

 You must have been hired prior to September 1st of the calculation year to be eligible for 
payment in the following January. 

 To be eligible for payment under this plan, you must be employed by the Company until January 
31st following the calculation year. 

 Bonus payments are calculated and paid annually after performance reviews and the Company 
financials are completed, usually by March 31st, following the calculation year. 
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