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Speaker Introduction

« Executive and Management Responsibilities

« CEO/P&L responsibilities in financial services, software and consulting

Leadership of individual contributors to executives in pre-IPO companies up to Fortune 500 enterprises

Organization and Compensation Design for sales, service, engineering, software development, financial and transformation

* Human Capital Management and Data Analytics software experience

CTO at ADP for 3 businesses (Health & Welfare, COBRA and FSA); Division VP for Product Development at National Account
Services

Data Analytics in investment management, manufacturing, media, real estate, database software vendors, and HCM (including
ADP’s first 2 versions of data and predictive analytics)

* Professional Credentials

Speaker for Business Week, Data Warehouse Institute, Gartner Group, Project Management Institute, United Business Media
(COMDEX, InformationWeek, Interop) and New York University

Double major in Finance and Management from the Wharton School at the University of Pennsylvania

a
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Business Drivers

Distributed Workforce | |

Modern, Agile Workforce

Proliferation of Business
Objectives

Multifaceted
Responsibilities

Traditional Workforce
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Distributed Workforce

* Technology and human capital management practices
are supportive of a growing distributed workforce

* Virtual workspaces, inexpensive videoconferencing and other
Cloud technologies facilitate the growth of an efficient
distributed workforce

» Organizations are increasingly forming, running and then
reallocating cross-functional project teams

 Face-to-face collaboration cannot be replaced but
telepresence technology reduces the friction




Distributed Workforce Evolution

 Distributed workforce models - Fast forward to today: Technology and
are not new: In the 1970s, shared remote work models are accelerating
workplaces existed enabling workers and costs to implement continue to fall

to work remotely but out of their homes

® Growth of corporate VPNs

Distributed Workforce Drivers : ) .
® “Cloud computing” coined

® Financial crisis exerts
: cost pressure on real

® Early telepresence : _
: : estate and offices

‘ IBM PC/AT and

: inexpensive

i modems enable

: remote knowledge
: work

2020

1970 1980 1990 2000 2010

e Aggressive e Today
: homeshoring :
i used broadly

® Hoteling used
: successfully in
i consulting firms

@ Shared office spaces
: originated in the 1970’s
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Distributed Workforce Impact

 Half the average workforce will soon be remote (Forbes 2018)

* As organizations continue to adopt alternative workplace programs,
compensation will be more results-based

* Linking compensation to results requires flexibility in compensation
structure, efficient review processes and integrated system support

- Compensation management of remote workers requires secure,
transparent and efficient processes and technology




Distributed Workforce Comp Impact

How important are the following management policies for organizations using
alternative workplace programs as compared to those not using the programs?

Q:

Employees evaluated based on results, not on how they work

Employees given the choice of where they work 5% 3% 7%

Employees given the choice of when they work 6% 4%

®mMuch more important m Somewhat more important ®m About the same m Somewhat less important ® Much less important mNot applicable

Fifth Biennial Global Benchmarking Study 2018

« Evaluation and compensation are increasingly driven by results.
« Delivering business value is being measured instead of the
completion of minor tasks.




Contract Workers

 Contracting work has been part of the economy since the original
iIndustrial revolution where piecework was performed primarily in homes

« Contracting is now prevalent and growing

Projected Future Freelancer Size

« 57.3 million Americans, or [In Millions] 2027: Expected year
0 1027 4012 when majority of the U.S.
36 /O Of the Workforce’ are now 99.7 98.1 _ o workforce is a freelancer

freelancing as of 2017 (Upwork)

« Google now employs more
contractors than employees

« By 2027, the majority of the
U.S. workforce will be contactors
(Freelancers Union/Upwork 2017)

—+=Non-Freelancers
~e—Freelancers
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Compensating Contract Workers

How effective are your organization's rewards at accommodating the diverse needs of different
types of workers?

W Mot effective B Somewhat effective B Effective B Very effective

 Contracting vs. employment can be

. . Alternative workers
viewed as a different payment .
mechanism rather than a different par.tme %
. . 23% . 194
relationship - : = :
ull-time
- Compensating contractors —

effectively can be critical to SUCCESS sl e ina o Tt coney o5
« Example: Uber and Lyft provide bonuses to their contractors

« Variable compensation is a motivator no matter the relationship
(e.g., sales force vs. sales partners, manufacturers reps)

* Results-based compensation has been successfully used with larger
contractors for many years to control deadlines, budgets and quality
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Proliferation of Business Objectives

To what extent is your rewards strategy aligned to

* Business units, dgpartments and mc_hwdu_al managers have o st s
differing goals which can even conflict; alignment is hard! iy gl Al

H Somewhat aligned M Not aligned

* Numerous systems, from the simple to the complex, exist to
measure business performance and thus drive performance;

some examples
 Balanced Scorecard
 Net Promotor Index for customers

» League Tables (comparative ranking against competitors)

« Business objectives that drive compensation can exist down
to the team and individual level

 Cross-functional teams can have shared business ObJecCtiVeS  suuce beioie sl Human capita Trends survey, 2010
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Multifaceted Responsibllities

- Even in very large companies, job roles Job posts reflect broader
: } ) responsibilities, especially in
are often a mix of differing newer job categories
responsibilities (percent of job posts requiring
soft skills)
 Jobs continue to evolve (e.g.,

manufacturing jobs in the U.S. now T ——

focus on robotics and additive
man ufacturing) Problem-solving | 0 2

22%

Writing N ©

13%

e I

« Economists and HR struggle with

CIaSSifying newjobs (e_g_, data Research . N 2%
SCIentISt) - - .HLII_iq;.II::I}-_jlE [ | Dat;::enceand ;D::ysisjnhs - o

Source: Matt Sigelman, "By the numbers: The job market for data scdence and analytics,” Burning Glass Technalogies,
February 10, 2017.
Deloitte University Press | dupress.deloitte.com
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Multifaceted Responsibllities,
Multifaceted Compensation

« Accounting for performance in soft skill areas
such as collaboration, communication and
evangelism is difficult in older, rigid models

 As responsibilities change and employees have
numerous business objectives, they are
realizing their jobs can be highly personalized

 Naturally, surveys show a strong preference for
iIndividualized compensation

Employee preferences for
bonus structure

67% Individual

performance bonus

18% Department/company
~ performance bonus

Bonus not tied to
performance

«#Actionable Strategies
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Conclusion: Complexity/Flexibility

* The drivers listed above, along with other factors are making compensation

more Complex Proportion Of Payroll Budget Allocated To Variable Pay -
_ _ This Year (TY) vs. Last Year (LY)

* Managing compensation | | |

requires even greater flexibility =
discretionary

* The trend towards multi-faceted  *™  w se%
and individualized compensation '
will continue as organizations R e -
mature and allocate more budget ™ - T

to non-salary compensation

0% 10% 20% 30% 40% 50% 60% 70% 80% 20%
m0-3% mA-7% =E-10% =10+ %
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Conclusion: Complexity/Flexibility (cont'd)

Markets Bl Chart of the Day

 Labor market tightness HIRES VS JOB OPENINGS
IS making compensation even —ires —Opanivigs
more critical &%

120%

* 66% of all organizations agree that
retention Iis a growing concern

—
(=
o
a®

80%
* Top retention drivers listed by
employees in a recent survey are
compensation focused:

1. Financial compensation B e e o o oot et S

. 6708 12/09 6/10 12710 6/11 12/11 6/12 12/12 6/13 12/13 6/14 12/14 6/15 12/15
2. Benefits =
3. Growth and earnings potential el e e s oD

BUSINESS INSIDER

Percent change from June 2009
8 3
o? o®

N
o
o?
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Process

» Flexibility — Processes must work smoothly for different Impact of Spreadsheets on Compensation

functions, levels and geographies of an organization REloniy Grincts DI CRlc DI eEons
— 4%

« Multiple approval levels — Compensation must be
approved, sometimes at multiple levels

. | Many errors and
incorrect payments

« Transparency of process state — Monitoring the workflow of
approvals should be a simple self-service task

. | Occasional errors and
incorrect payments

. | Errors corrected
before payment

« Automation to obtain, review and approve merit increases

. | No errors found

» Spreadsheets should be avoided

* Notoriously highly error prone

Source: Ventana Research Total Compensation
Management Benchmark Research
© Ventana Research 2017; All Rights Reserved

» Not secure with the potential for accidental disclosure

 Labor and cost intensive to use and maintain




Tech / User Experience

Compensation management is a specialized process which typically occurs only once a
year making the user experience very important

* Implements process — Any system should implement the compensation management
process rather than the process being dictated by the system; this should include multiple
levels of review

* Clean — While the underlying compensation structure might be complex, the technology
for managing it should be simple and understandable

* Focused — Compensation management is a very specific aspect of human capital
management; the technology should deliver this capability directly and not be buried
underneath other functions

a5
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Flexible objectives should be visible in one place

Linkage of objectives to compensation should be clear

Alignment and Transparency

Managers should have a complete view of their organization

The approval process and status should be visible to
submitters and approvals and not buried in e-mail
Total comp statements should reflect every aspect of
the compensation plan and the increase process

A complete audit trail of the increases and approvals

CURRENT PAY
TRANSPARENCY

should be captured

DESIRED PAY
TRANSPARENCY

1. Your organization

Pay Transparency Spectrum

2. Your organization

tells employees when  shares some market

and what to expect on

their paycheck

45.8%

21.8%

data with employees

23.1%

18.8%

3. Your organization
has a comp plan and

shares pay ranges with
individual employees

18.1%

28.1%

4. Your
organization's comp
plan reflects org
culture, drives talent
strategy, and is open

7.6%

23.2%

5. Ranges and

employee pay
information is

available to all
employees

5.4%

8.0%

20



Flexibility

« Compensation should drive behavior consistent with the goals of the company from top to bottom

What is- the basis of performance-based rewards in your nrganizaticﬁ? Select all that apply.

» Motivation should apply to everyone from leadership to

Individual performance review

hourly workers and contractors, empowering them to =
Achievement of measurable company metrics
make good decisions for the success of the company
Achievement of measurable individual metrics
 Flexibility should not involve changing the model _ |
Achievement of measurable team metrics
. 28%
drastically from year-to-year | o _
Demanstration of specific individual behaviors
L 2%
* Managers should not have to resort to using Don't offer
spreadsheets to determine flexible compensation Other
E3

components or merit increases

Source: Delaitte Glabal Hurman Capital Trends survey, 2019,
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Technology

Integration capabilities are an imperative
* Even with corporate standard systems, HR technology has proliferated

» Large HR departments can have 11 systems of record while learning and development
may have 22 vendors

Surfacing data is an even higher level of integration with increasing demand
being placed on leading HR organizations

Cloud systems deliver 3.2 times the ROI of on-premise technologies

Pricing should be elastic and based on the actual number of
employees/contractors managed by the system

«#Actionable Strategies



System Checklist

1. Capability to cascade goals through multiple organizational levels
Flexibility to utilize different types of goals, objectives and ratings

3. Ability to reward leaders and employees/contractors based upon achievement
of a set of goals and objectives tailored to their responsibilities

4. Flexibility to vary compensation based upon different levels of goal
achievement, in addition to “all or nothing” goals

5. Support for both objective and subjective achievement of goals to enable
leaders to determine compensation for complex goals

6. Feedback loops to engage leaders and employees/contractors and ensure
that compensation decisions are clearly communicated and well understood

«#Actionable Strategies 23
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Regional Bank Example

Challenge

- Managing multiple incentive plans based on a variety of bank
wide and branch specific results

* Ensuring that annual merit increases and salary adjustments are
equitably distributed across the organization

» Spreadsheets have become too complex and prone to errors,
and incapable of strictly enforcing distribution guidelines

«#Actionable Strategies



f : S d h t T BT —
efore: Spreadsheets iwommmen Eim=i=m=

[Branch Low Tier4 $205,163| $5.000 ﬂl
Schedule A Total 50
Schedule B Budget Goal Actual YD Reward YD Result
Branch 1 (V7D Budget) n@l S0 s1o00
(g = - e 30| 52,000
3 Threshold Target Stretch Estimated ;‘;‘iﬁﬂ
. Performance Factor Weight SC;Q Levelat | Scredue s vioToul] B
° Executlve Te am 4 Bankwide 0.50 0.75 1.00 1.25 1.50 175 2.00 3/31/19 T o
5 Group |Netincome 500% | 28.50mM |30.679M | 32.857M | 33.857Mm | 34.857m | 35.857M | 36.857m | 0.6250 125 S
6 with |iow Cost Deposit Growth | 15.0% 0 253M | so6M | e26m | 746M | seem | 9sem | 01125 0.75 +—
7| Growth 15.0% 100M 165M | 239M | 271w | 304m | 336M | 369 | 0.125 0.75 SO s1i000 4
H H H 8 Loan Quali 10.0% 54M 4.5M 3.6M 2™ 1.8M 900K 0 0.1250 1.25 SchakitiiC Tl )
© defl nes the ann Ua| InCentlve pIanS 9 Non-Interest Revenue 10.0% | 13.733M | 14.633m | 15.533m [ 16.433m [ 17.333m | 18.233m | 19.133m | 0.0750 0.75 [ — Yo Resan
10 1.0500 248 $1.000
1] | —)| o e
H 12 Wweighted Score:| _1.0500 Y
« determines budget amount & e i

Totals] YD Results.
Schedule B Resut
‘Schedule C Resut|

* Accounting Team i

Has $4,550,000 n ggregreate sales from referrals been reached?|
Wyes. Final Bonus § will b {maximum of $500 benefit)
' no. Final Bonus $ will be mulipied by 0.90 {maximum of $500 penaity

* manages multiple spreadsheets for each incentive =
program and enters achievements

slejals) |8

A B c D E

Award
Reason  Total Value Payout

HR Team

Branch 50 §14.220 2122201
o H R Team P ST 222201
Branch 50 §11,200 2122201
Executive $200,000 21221201,
T ranch 50 525,500 2122201
. . .. 250 S " Ficdiibranch 50 S40000 2221201
« assigns individual targets based on salary grades and = . — R
ag wgu,s o i ; o xecutive §50,198 EED
management responsibilities e i mm a= au | s oo
[ imaom et S = n eErecutive $66.780  2/22/201
- ‘V! . Lous :i‘[,..... ‘z 5:{_‘: ranch 10 §24,980 T3
* inputs results into master employee spreadsheet R BT imm oz fee  owmoomw
p p y p 1o | 114/200 e = H b anch 10 st 222001
e . o 5 e T3 61500 2122020
- 21 ssdad hoooo Xooooot Branch 20 §10.280 21221201,
* breaks up master spreadsheet by manager and emails B e e
23 ##sEed oooo Xoooooot Branch 30 $8.835 21221201,
. 24 #ERERE 000000 0000000 Branch 10 §12.369 21221201;
for review e
27 ##sEsE Jbooood Xoooooot Chicago 70 $3.613 2122201
28 ##RERE boooo Xoooooor Branch 10 58 680 21221201;
« reconstructs master spreadsheet with any final changes mm oo ocmm e
31 #ERERE oooood XoDoooo: Branch 20 55435 2122201
32 #ERERE 0000 X000000 Branch 50 §23 824 21221207,
and manually inputs data into payroll system e e swan s
35 wRRERE #umx:xrxn MIP 850,020 2
AR EREEER | ey Yewwwww A L 70 7R ) 1
Master PAYROLL
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After: Single solution

« Executive Team
+ defines the annual incentive plans
« determines budget amount

* Accounting Team
* manages achievement levels

« enters quarterly results which automatically calculate component
scores

* HR Team
« creates bonus programs
« assigns programs to employees with targets

« controls roles based access to allow managers to review direct
and indirect employees

» produces export directly to payroll
« uses the same system for merit increases
* Managers

* gain increased visibility to all aspects of their employees’
incentive compensation

i
M Ccws \.{:/.' $ MANAGER: LoGOUT
ccounting Team e
0 SeneTE (TEE TS S
Lookup Tables
e —
7 i
cws (¢ MANAGER: | iatirome ;
Software “ue®
‘GET SCORE Enter a value and hit button to see the score
‘You 'YOUR PEOPLE REPORTS EMPLOYEE ADMIN COMPANY ADMIN SYS ADMIN
Lookup Tables £ROM ) PERCENTAGE B DELETE
o 28.50m 0s ’ x
Bankwide Group with S&B Multiplier (BWG)
N 30.679M 32857M 75% X x
COMPONENT CODE  COMPONENT NAME DESCRIPTION ISINDIVIDUAL?  WEIGHT JFACHIEVE SEBSTM. S5 057 1005 ’ »
33.857M 34.857M 125% a x
NET Net Income Net Income: Target $32.857M N 50.00 342M
sag57M s 150% s x
LCDG Low Cost Deposit Growth  Low Cost Deposit Growth: Target $50.6M N 15.00 25.3M
sa57m ssas7M 5% ’ x
6 Loan Growth Loan Growth: Target $271M N 15.00! 169M
36.857M 9999999M 200% a X
a Loan Quality Loan Quality: Target $3.6M N 10004 27m - |
NR Non-interest Revenue Non-Interest Revenue: Target $15,533M N 10.00% \, 14.633M £

HR Team

o e o meors v [ s s

cws [}
Softwars et

44 New Bonus Progam

BWG  Bankwide Group with S&B

Multiplier

(NS —

row o pnon

como

satement

OAT1 OAT Lavel 1
rouaeg soroundeg
Pranton Noarason

Coms sememarn

ManaAGER:

= Bankwide Group with S&8 Multplier
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Global Electronics Company Example

Challenge

- Managing multiple incentive plans that include
iIndividual qualitative and personal goals

* No visibility for employees

 Using in-house developed system

« Based on an antiquated platform that was no
longer supported

* The system could not be updated because there
were no longer developers familiar with the system

 Falling back on manual processes and
spreadsheets to fill the gaps

[y A Homs B - Mail = @ N

-80S d@s= ARD

%
60%

nnual
AAAAA

Perf %
160.0%

ssess %
160.0%

chieve
90%

10%

10%

2%

2%

0.0%

100.0%

100.0%

100.0%

100.0%

100.0%

100.0%

100.0%

100.0%

10%

10%

2%

2%
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The comprehensive solution

YOUR HRBP: MANAGER: LoGgout

You REPORTS EMPLOYEE ADMIN COMPANY ADMIN SYS ADMIN
Approvals for the team of: .

Admins and Executives

Bonus Paol
Elig. Empl. count Currency Bonus Pool Proposed Bonus Amt Bonus Pool Balance 32,740,990 . . .
Bonus Summary o h I t f
Proposed Bonus Amt Can See O IS IC VIeW O
342 usD 32,740,990 30,870,087 1,870,903
— 30,870,087
Incentive Plan the completed process
C I ea r I y d ef| n Ed Employees | @ showal Name v | Q@ search Print Comp Statements for.. v e Er =
. More Name Position Title Bonus Program Salary Target% Target Amt Corp Wt Corp Score Qual Wt Qual Score Pers Wt Pers Score
and displaye
Q Salesforce Project ocB $120,000 20% $24,000.00 100 % 100.00 % 0% 0.00% 0% 0.00 %
Manager
Q COLLECTION SPECIALIST OBR-IAB $130,000 19% $24,700.00 -- 35% 100.00 % 35% 100.00 % 10% 100.00 % M a n a ge rS e nte r
Q SENICOR APPLICATION OBRIAB $137,000 18 % $24,660.00 35% 100.00 % 35% 100.00 % 10% 100.00 % .
achievements
Q APPLICATION OBR-IAB $145,000 17 % §24,650.00 35% 100.00 % 5% 100.00 % 10% 100.00 % .
which calculate
Q CUSTOMER SERVICES OBR-IAB $147,000 16% $23,520.00 -- 35% 100.00 % 35% 100.00 % 10% 100.00 % .
the weighted
SALES EXECUTIVEIN OBR-1AB $116,000 20% $23,200.00 -- 35% 100.00 % 35 % 100.00 % 10% 100.00 %
CUSTOMER CARE OEl §124,000 19% $23,560.00 50 % 100.00 % 40% 93.33% 10% 0.00 % SCO re S
COORDINATOR
Q Training and services Mexico $148,000 15% $22,200.00 60 % 150.00 % 30% 0.00% 10% 0.00 %
engineer
Marketing Manager Mexico $146,000 15% $21,900.00 -- 60 % 150.00 % 0% 0.00% 10% 0.00 %
SALES EXECUTIVE Il OBR-IAB $136,000 16 % §21,760.00 -- 35% 100.00 % 5% 100.00 % 10% 100.00 %
A
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Nice-to-have today...
Prominent in the future

Increased emphasis on total rewards

» Expectations of Millennials and Generation Z will become more prominent and tilt towards total
rewards

Consumerization of IT

* End user demands around user experience reflect consumer mobile and Cloud applications

Continuous feedback

« As adoption of continuous or more frequent feedback grows, continuous processes will drive
technology changes

Analytics

* Analytics and data-driven decisions are already transforming parts of the HR technology landscape




