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The introductory webpage for the Sales Plan terapat
http://templates.modelsheetsoft.com/modelsheetieplales-plan-templates.aspx

8/25/2010

1 What the Sales Plan Template Does

Your Sales Plan model produces a detailed salesfptayour business’s products and services brakeby product,
location, channel, and industry (or other custogreuping). The Model produces this forecast by daimig
managers’ judgments and historical data into a tieand internally consistent plan that faithfulbflects
managers’ perspectives and knowledge about relsitreeand growth of smaller segments that is coathin the
historical data.

1.1 How the Sales Plan Model Works: Overview

1.1.1 Segmentation: Prior Preparation

The Model assumes that you have already segmeatednarket and have accumulated historical dathdge
segment “buckets”. You in fact supplied segmertrimiation on your customization form when you pusgththe
Sales Plan Template. Typically businesses segrheimtrharket (sales) along the following dimensions:

Products and/or services sold

Sales channel—how the offerings are sold and Higed—direct sales, resellers, retailers and so on
Geographic location—where the offerings are sold

Industry or other suitable customer groupingewthe offering is used awhobuys it

Note: In the Sales Plan Template, the wohadustry ” (as in the phrase, “Industry Report worksheet”) i
used as shorthand for any customer grouping or eegyou might be interested in—a classical vertical
market like the auto industry, or a consumer gnogfiike “generation Xers”, or customers using dipatar
manufacturing process.

These segment dimensions are multiplicative, smtimber of segment “buckets” grows geometrically:

10 products x 2 sales channels x 4 geographititosax 3 industries = 240 segment “buckets”.

1.1.2 Enter Historical and Plan Data

You enterhistorical data—revenue, unit sales, and list prices fothallsegment “buckets” into the Sales Plan Model
by using theHistory Inputworksheet. This worksheet has “prepared cellsét®ive your historical data and is
designed to facilitate rapid manual or semi-aut@tdcut and paste” data entry. See Section 4.1Hoknter Data in
the “Inputs Worksheets”: Data Entry Tips for specguidance.

You entermplannediist prices and planned price discount percentégesll segment “buckets” in thHelan Input
worksheet. If you are using tRelvanced Versionf the Sales Plan Template, you also enter pla&wed/USD
exchange rates if you want Euro zone revenues tefm#ted in Euros. You also have the option oképting the
Sales Plan Model’s default plan data values instéahtering new data. These default values arplgithe most
recent values in the history input data.

1.1.3 The Sales Plan Model's Regression Forecast

Once you have entered your historical and plan, da¢aSales Plan Model uses linear regressionrexést unit sales
of all products for each segment “bucket” by estintpa least squares “best fit.” to your historioalt sales data.
This process is conceptually illustrated in Figlirén which a “best fit “straight line is drawn tugh the unit sales
data, and a dashed-line extension indicates tleedst sales trend. Of course, the “real” regregséoformed by the
Sales Plan Model is a “best fit” hyper plane witimtreds of dimensions corresponding to the hundrédegment
“buckets”. As such it cannot be visualized, bus itomputationally and conceptually the same dseat'fit” straight
line. See section 1.3.3, “ Regression Report”nfiore information on the regression model and itpwats.
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Figure 1: Using Linear Regression to Forecast a Sal  es Trend

Sales

-
- Time

In making the regression forecast, the Sales PladeMautomatically removes seasonal effects irhisierical data
and then “adds them back” into the units foredasten the regression’s units forecast and the @drvalues for
product list prices and discount rates (either irgyuefault), the Model then computes forecastipob revenues and
average selling prices for all segments.

1.1.4 Managers’ Revenue Targets

However sophisticated the regression forecast reait is only the first step. It is, at bottom, amentum or trend
forecast only: sales, after all, are being regikssminst time. Managers, however, are paid tsad@vnward trends
and to accelerate upward trends, so it is crubitl managers’ revenue targets drive the Model'sdast. The role of
the regression forecast in the planning processaidy twofold:

It supplies a useful baseline and surrounding cttite managers’ goals, and

It is useful tool for “filling in the blanks”. Ingneral, managers’ targets are broad-brush and tdosenost
important segments only. They are not specifienhimute detail for all possible dimensional combioias.

You incorporate managers’ goals by entering marsgagegment revenue targets in frargetsworksheet as shown in
Figure 2B for geographic location target revenuethie right of managers’ revenue targets in the-dshaded area (in
general, the cells in which you can enter or editichre shaded blue), the worksheet displays therdiplan forecast.

You ensure that managers’ revenue targets drivpltreforecast by manipulating the Moded@justment factoras
shown in Figure 2A for geographic location adjustifactors. The Model itself suggests (“Suggestedation
Factor”) what the adjustment should be in ordentwe the location plan revenue closer to the masafgeation
revenue targets.
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Figure 2A: Targets Worksheet: Location Adjustment F actors

Targets

Instructions

To make the =ales plan agree more closely with managers’ sales targets, edit the adjustment
factors in the shaded cells to be close to the suggested adjustment factors.

If managers’ targets are not consistent (e.g. vou cant match product managers” and

lpcation managers’ targets together), then yvou decide whether the plan should be

closer to one set of targets or another.

Shaded cellz are input cells. You can enter data in them.
Excel formulas in =haded cellz are starting suggestions. You can overwrit

Adjustment factor that alters regression forecast
for all micro segments for a given location segment,
by location. This factor helps the forecast to match
targets submitted by location managers.

(variable Adj_Factor_Loc)

Total Revenue Adjustment

Location Adjustments
Q12071 Q2 2011 Q3 2011 Q4 2011 Q1 2011 Q2 2011 Q3 2011 Q4 2011
Location Adjust Factor Suggested Location Factor
Americas " 70007 70007 70007 1.000| Americas 1.052 1.050 1.076 0963
Asia " 1000" 10007 10007 1.000| Asia 0.911 0910 0831 0835
Euro Zone " 10007 10007 10007 1.000| EwroZone 0.850 0958 0382  0.280
Total 1.000 1.000 4.000 1.000] Total 0.974 0973 0996 0.893

Channel Adjustments

Product Adjustments

Segment Adjustments

Figure 2B: Targets Worksheet: Location Target Reven  ue and Location Plan Revenue

Q12011 @2 2011 Q3 2011 G4 2011 Q1 2011 Q@2 2011 Q3 2011 G4 2011

| ocation Revenue Target Revenue Plan
Americas " =700 " =700 T =767 T 5767 | Americas 5564  S8BS  STI0 5797
Asia " s7o0 " sFo00 T STET T 8767 | Asia 5772 5773 S8 S927
Euro Fone " s700 ¥ s7o0 T s767 T 5767 | Euwro Zone 5731 §732 5782 =873
Total §2,100 $2,100 $2,300 $2,300 | Total §2,167 %2471 $2,318 $2,603

As you change the adjustment factors, model alkersegression forecast for unit sales in all efrficro segment
buckets that comprise the target revenue for angsegment. To hit the Asia revenue target (showigure 2B), for
example, the model adjusts the unit sales—and héyecesvenue forecasts—of all the components afsament:
products 1 . .. n sold through channels 1. o.industries 1. .. n in Asia. As you input nevjuastinent factors, the
values displayed in the Revenue Plan area will nobger to the target values. Of course, you msgy hhve to make
adjustments using the adjustment factors for cHanpeoducts, and segments revenue, and the vagjustments
you make may perturb and conflict with each otkerbringing the plan into alignment with the mamaggrgets—
as conceptually illustrated in Figure 3—is an iteaprocess. See section 0, “
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How to Use the Targets Worksheet: the TechnologyRslitics of Planning” for a fuller discussion.

Figure 3: Aligning the Plan Forecast with Managers’ Targets

Sales
#

-
- Time

1.1.5 How the Sales Plan Model Handles New Products augiily-Introduced Products

Sales planning methods must be modified for newdyets and recently-introduced products.
1.1.5.1 New Products
New Products — those that begin selling duringstiles plan time range — have no sales history.

Problem The sales plan obtained by regression is zeadl jplan time periods. The adjustment factors canno
introduce nonzero sales because they merely muttigl values in the raw regression plan.

Solution Ignore sales history in the sales plan, and coenbwo inputs.

You specify the sales units plan in terms of thingait parameters: (i) the first time period (in fflan time range)
in which the product has nonzero sales; (ii) tHessanits in the first time period that has sates] (iii) a rate of
sales growth during the plan time range expressediditional sales units per time period.

You specify a product adjustment factor for thisdarct, as you do for every product, to bring tHesalan into
line with managers' targets. The product and akd@rstment factors are applied to the draft sdkes gbtained
in the previous step.

If your version includes special treatment of neaducts, and if you selected this option for yamplate, the Excel
template has a section on worksheet ‘Inputs’ natiedv Products” where you can enter the names, sitaet period,
starting sales units, and sales units growth rate.

1.1.5.2 Recently-Introduced Products
Recently-introduced products — those that begiimgedluring the history time range — have only arsksales history.

Problem The early time periods of sales history cont&rozsales. If we regress sales history against timeezero
sales in the early time periods cause the raw ssigme plan to over-estimate the growth rate ofpteeluct.

Solution Omit the early time periods that have zero sktan the regression and proceed as usual. The model
automatically skips up to four early time periodghvezero sales without your intervention.

1.2 Major Sales Plan Model Outputs

The major outputs of the Sales Plan Model aredheviing reports, with each report having its owarsheetPrice
Plan Report, Sales Plan RepdProducts ReportLocations ReportChannels Reportndustry Repor{or any other
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Customer Grouping), Reven@&mmary ReportUnits Summary ReparPrice Summary Repqi€ontribution Margin
ReportandGraphs.

Note: The Basic Version of the Sales Plan Template noayave all these reports.

You access the worksheet for each report by clgckim the appropriately labeled tab at the bottottefworkbook,
as shown in Figure 1. Clicking on the “Price Pldilb, for example, opens up the “Price Plan Report”.

Figure 4: Sales Plan Model Outputs Worksheet Tabs

Price Plan

Sales Plan

Products

Locations

Channels

Industries

Rew Summary

Units Summary

Price Summary

The reports are described briefly in sections 1t2dugh 1.2.9 below.

1.2.1 Price Plan Report

The Price Plan Report worksheet shows the lisepridiscount percentages, and calculated averHigg ggices for
each product for the plan (forecast) year onlysaged by sales channel, geographic location, rashasiry. The

Advanced Versionf the Sales Plan Template also allows you torgmer estimates of the U.S. Dollar/Euro

exchange rate for the Euro zone region, and dispistyprices and average selling prices in Euros.

Figure 5 shows the top portion of the Price Plapdre Note that the list price portion of the wdrkst does not
display list prices by industry because (at leaghée U.S.) a different list price for each indystiould be a form of
price discrimination.

Figure 5: Top Portion of Price Plan Report

Price Plan ()
Q1 2011 Q2 2011 Q3 2011 Q4 2011 Q12011 Q2 2011 Q3 2011 Q4 2011 Q1 2011 Q2 2011 Q3 2011 Q4 2011
List Price Price Discount % Average Price §
Family 1 Family 1 Family 1
Product 14 Product 14 Product 14
Direct Direct Direct
Americas $0.500 S0.500 S0.500 3S0.500 Americas Americas
Asiz $0.500 30.500 S$0.500 S$0.500 Manufacturing | 15.1%  151%  151%  151% Manufacturing | 30.425 350425 350425 30425
Euro Zone $0.500 30.500 S$0.500 S0.500 Services 5.0% 5.0% 5.0% 5.0% Services S0.475 50475 30475 S0.475
Total $0.500 $0.500 $0.500 §0.500 Total 10.3% 10.3%  10.3% 10.3% Total 50448 80448 80448 850448
Indirect Asig Asig
Americas $0.500 30.500 S$0.500 S0.500 Manufacturing | 42.0% 42.0% 420% 42.0% Manufacturing | $0.230 S0.250 30250 30250
Asiz $0.500 30.500 S$0.500 S0.500 Services 349% 345% 349% 345% Services $0.325 50325 30325 50325
Euro Zone $0.500 30.500 S$0.500 S0.500 Total 38.6% 38.7% 386% 38.6% Total $0.307 $0.307 $0.307 80.307
Total §0.500 80500 §0.500 §0.500 Euro Zone Euro Zone
Total $0.500 $0.500 $0.500 §0.500 Manufacturing | 35.1%  351% 351% 351% Manufacturing | $0.324 50324 S0.324 30324
Americas $0.500 30.500 S0.500 S0.500 Services 256% 295% 298% 206% Services $0.352 50352 350352 50352
Asia $0.500 30.500 S0.500 S0.500 Total 32.5% 32.5% 325% 32.5% Total $0.338 80338 80338 80338
Euro Zone $0.500 30.500 S0.500 S0.500 Total 28.1% 281% 281% 281% Total $0.359 §0.359 80355 80359
Total $0.500 S0.500 $0.500 §0.500 Manufscturing | 316% 316% 316% 3156% Manufacturing | 50.342 50342 S0.342 350342
Product 18 Services 243% 243% 243% 243% Services $0.37% 50379 350379 50379
Direct Total 28.1% 281% 281% 281% Total $0.359 $§0.359 $0.359 80359
Americas $1.000 S1.000 $1.000 3S1.000 Indirsct Indirsct
Asig $1.000 S1.000 $1.000 3S1.000 Americas Americas
Eurn Zong 51000 S1.000 $1.000 S51.000 Manufscturing | 12.0%  12.0%  12.0% 12.0% Manufzcturing | S0.440  S0.440 50440 50440

1.2.2 Sales Plan Report

The Sales Plan Report worksheet shows product uevend product unit sales for each product fopthe
(forecast) year only, segmented by sales chanaegrgphic location, and industry. Figure 6 shovesttip portion of
the sales plan report. The Sales Plan inAtheanced Versionf the Sales Plan Template also shows produchteve
in Euros for the Euro zone region segmented byssdiannel and industry.
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Sales Plan
Sales Plan
@1 2011 @2 2011 Q3 2011 Q4 2011 Q1 2011 @2 2011 Q3 2011 G4 2011
Revenue Plan Sales Units Plan
Family 1 Family 1
Product 14 Product 14
Americas Americas
Direct Direct
Manufacturing 333 333 335 240 Manufscturing e 78 24 94
Services 833 533 535 240 Services 70 70 75 24
Total 67 E67 &7 £80 Total 148 149 159 178
Indirect Indirect
Manufacturing 333 533 335 240 Manufacturing 75 75 20 91
Services 333 333 335 340 Services 72 s i B6
Total 66 £&7 &7 £80 Total 147 148 157 177
Total 5133 £133 142 E160 Total 296 296 316 355
Manufacturing 366 S66 271 280 Manufacturing 154 154 164 184
Services 357 357 YA 530 Services 142 142 152 171
Total 5133 £133 $142 160 Total 298 296 316 355
Asiz Asiz
Direct Direct
Manufacturing 327 227 529 233 Manufacturing 54 G4 100 112
Services 227 227 529 533 Services a4 a4 50 101
Total £54 £55 £58 £65 Total 177 178 150 213
Indirect Indirect
Manufacturing 27 227 525 533 Manufacturing 58 58 104 118
Services 327 527 529 833 Services 36 a7 83 104
Total £54 §54 £58 £65 Total 184 184 157 222

1.2.3 Products Report

The Products Report worksheet presents historidasgesults along with the Sales Plan forecast fiee perspective
of product (marketing) management. It focuses @apct information only, ignoring the dimensiondadation, sales
channel, and industry. The Products Report shoev$alfowing information for each product family afat each

individual product:
Revenudy time period over the entire model time horizon

Annual revenue growth rates for each time period

Annualtrailing revenuefor each time period. In a quarterly model, anritailing revenue would be the
current quarter’s revenue plus the revenue foptbgious three quarters.

Note: Annual trailing revenue (and trailing units) isgplayed because it smoothes out the effects of
seasonality and the impact of random “big eventsfie-shot large orders, delayed renewals of large
contracts, and the like—so that you can more realificern underlying trends.

Units sales volume by time period over the entire mtided horizon

Annual units growth rates for each time period

Annualtrailing units volume for each time period (computed similarlyriiling revenue).

Average selling price
Average list price

Average price discount percentage.

Copyright © 2010 ModelSheet Software, LLC
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1.2.4 Locations Report and Channels Report

The Locations Report worksheet presents histoandlforecast sales results along from the perseatigeographic
location managers (field sales management). ltdeswn geographic sales information, ignoring theedsions of
product, sales channel, and industry. The Locatiteport shows the following information for eaclogeaphic area:

Revenudy time period over the entire model time horizon

o For the Euro zone, the Advanced Version of thesSBlan Template also reports revenue in Euros as
well as USD

Annual revenue growth rates for each time period

Annual trailing revenue for each time period. lquarterly model, annual trailing revenue is caltadaas the
current quarter’s revenue plus the revenue foptbegious three quarters.

o For the Euro zone, the Advanced Version of thesSBlan Template also reports trailing revenue in
Euros as well as USD

Note: Annual trailing revenue (and trailing units) isplayed because it smoothes out the effects of
seasonality and the impact of random “big eventsite-shot large orders, delayed renewals of large
contracts, and the like—so that you can more reafificern underlying trends.

Units sales volume by time period over the entire méide horizon

Annual units growth rates for each time period

Annual trailing units volume for each time peri@dihputed similarly to trailing revenue).
Average selling price

o Forthe Euro zone, thdvanced Versioof the Sales Plan Template also reports averdlyegsprice
in Euros as well as USD

Average list price

o For the Euro zone, thiedvanced Versioof the Sales Plan Template also reports averagprice in
Euros as well as USD

Average price discount percentage.

The Channels Report worksheet shows historicafamtast sales results along from the perspecfive o
sales/distribution channel managers. It focusedistnbution channel sales information, ignoring tfimensions of
product, location, and industry. The Channels Reglaows the following information for each salearmhel:

Revenudy time period over the entire model time horizon

o For the Euro zone, thedvanced Versioof the Sales Plan Template also reports reven&eiios as
well as USD

Annual revenue growth rates for each time period

Annual trailing revenue for each time period. lguarterly model, annual trailing revenue is caltadaas the
current quarter’s revenue plus the revenue foptbgious three quarters.

o Forthe Euro zone, thiedvanced Versioof the Sales Plan Template also reports trail@vgnue in
Euros as well as USD

Note: Annual trailing revenue (and trailing units) isplayed because it smoothes out the effects of
seasonality and the impact of random “big eventsite-shot large orders, delayed renewals of large
contracts, and the like—so that you can more reafificern underlying trends.

Units sales volume by time period over the entire méide horizon
Annual units growth rates for each time period

Annual trailing units volume for each time peri@dihputed similarly to trailing revenue).

Copyright © 2010 ModelSheet Software, LLC
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Average selling price

o Forthe Euro zone, thdvanced Versioof the Sales Plan Template also reports averdlyegsprice
in Euros as well as USD

Average list price

o For the Euro zone, thiedvanced Versioof the Sales Plan Template also reports averagprice in
Euros as well as USD

Average price discount percentage.

1.2.5 Industries Report

The Industries Report worksheet shows historicdlfarecast sales results along from the perspeofigestomer
segment (vertical market) managers. It focusesugtomer segment sales information, ignoring thesdsions of
product, location, and channel. The Industries Regfiows the following information for each custaraegment:

Revenudy time period over the entire model time horizon

o Forthe Euro zone, the Advanced Version of thesSBRlan Template also reports revenue in Euros as
well as USD

Annual revenue growth rates for each time period

Annual trailing revenue for each time period. lguarterly model, annual trailing revenue is caltadaas the
current quarter’s revenue plus the revenue foptbgious three quarters.

o Forthe Euro zone, the Advanced Version of thesSBlan Template also reports trailing revenue in
Euros as well as USD

Note: Annual trailing revenue (and trailing units) isgplayed because it smoothes out the effects of
seasonality and the impact of random “big eventsfie-shot large orders, delayed renewals of large
contracts, and the like—so that you can more realificern underlying trends.

Units sales volume by time period over the entire mtidet horizon
Annual units growth rates for each time period
Annual trailing units volume for each time periadihputed similarly to trailing revenue).

Average selling price

o Forthe Euro zone, the Advanced Version of thesSRlan Template also shows average selling price
in Euros as well as USD

Average list price

o Forthe Euro zone, the Advanced Version of thesSBlan Template also shows\average list price in
Euros as well as USD

Average price discount percentage.

1.2.6 Revenue Summary Report and Sales Units SummaryrRepo

The Revenue Summary and Sales Units Summary waetskbeows historical and forecast revenue andsates
results, segmented by product, location, salesr@iaand industry. More specifically, the Sales Sary shows the
following information over the entire model timerfzon:

Revenudor each time period

o For the Euro zone, thedvanced Versioof the Sales Plan Template also reports reven&eiios as
well as USD

Annual revenue growth rates for each time period

Annual trailing revenue for each time period. lquarterly model, annual trailing revenue is caltadaas the
current quarter’s revenue plus the revenue foptbegious three quarters.

Copyright © 2010 ModelSheet Software, LLC
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Note: Annual trailing revenue (and trailing units) isplayed because it smoothes out the effects of
seasonality and the impact of random “big eventsite-shot large orders, delayed renewals of large
contracts, and the like—so that you can more reafificern underlying trends.

Units sales volume by time period over the entire méide horizon
Annual units growth rates for each time period

Annual trailing units volume for each time peri@dihputed similarly to trailing revenue).

1.2.7 Price Summary Report

The Price Summary Report worksheet shows the fatigwistorical and plan forecast price informatisagmented
by product, sales channel, location, and industry.

List prices for each period, omitting segmentatigrindustry (which at least in the U.S. would barimf
price discrimination)

Average Selling Prices for each period
Price discount percentages for each period

For the Euro zone, thdvanced Versioof the Sales Plan Template also reports Euro/U&Dange rates,
Euro list prices, and Euro average selling prices.

1.2.8 Contribution Margin ReportAdvanced Versioof the Sales Plan Template Only)

The Contribution Margin Report worksheet showsdristl and forecast revenue and contribution marggults,
segmented by product, location, sales channelirathustry. More specifically, the Contribution MangReport shows
the following information over the entire model &rhorizon:

Product Summary Repdidr each time period showing revenue, contributiargin dollars, and contribution
margin percentages segmented by product, salesehamd industry

Industry Summary Repdidr each time period showing revenue, contributiargin dollars, and contribution
margin percentages segmented by sales channeh@unstiy

Detailed Contribution Margin Repofor each time period showing contribution margatlars, and
contribution margin percentages segmented by ptptheation, sales channel, and industry

Variable Costs Report®r each time period covering the entire modektimorizon showing
0 Unit Variable Costsegmented by product and location

o0 Variable Cost Dollarssegmented by product, location, channel, and imglus

1.2.9 Graphs Report

The graphs Report Worksheet shows graphs of hisiasind forecast revenue, trailing revenue, angsaaits broken
out by products and product families.

1.3 Other Sales Plan Model Outputs

The Sales Plan Model also generates reports tloat gbu informally to verify the “reasonablenesg’information
you enter into thélistory Inputworksheet: thé&rice History ReporttheSales History Repodnd theRegression
Report These are discussed below.

1.3.1 Price History Report

The Price History Report worksheet takes the regaplated data you enter into tHestory Inputworksheet—
revenue, unit sales, historical Euro/USD exchaaggest and list price history—and generates a cdmepisave
historical price information report broken out kgrious market segments.. The Price History Replonva you to
check that the various list prices and price distoates entered into the History Input workshexindleed result in
the correct average selling prices. The Price IjsReport presents the following price informatisegmented by
product, sales channel, location, and industry.

Copyright © 2010 ModelSheet Software, LLC
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List prices for each period, omitting segmentatgrindustry (which at least in the U.S. would bariaof
price discrimination)

Average Selling Prices for each period
Price discount percentages for each period

For the Euro zone, thdvanced Versioof the Sales Plan Template also reports Euro/U&Dange rates,
Euro list prices, and Euro average selling prices.

1.3.2 Sales History Report

The Sales History Report worksheet takes the reaseelated data you enter into tHestory Inputworksheet—
revenue, unit sales, historical Euro/USD exchaagest and list price history—and generates a cdmepisave
historical Sales History report that includes ahmegenue and sales units amounts, and subtotakebrout by
product, sales channel, location, and industry.

Revenudor each time period

o Forthe Euro zone, thidvanced Versioof the Sales Plan Template also reports reven&giios as
well as USD

Units sales volume by time period

1.3.3 _Regression Report

As noted in section 1.1.3, “The Sales Plan Modekgression Forecast” the model uses linear regressi the
History Inputdata to forecast unit sales for the plan year. Rbgression Report presents various statisticstabeu
regression that help you to assess its validitythadeasonableness of its forecast. In discusbegge statistics it is
useful to refer to Figure 7, which illustrates tiasic concepts of Regression.

In Figure 7, the hollow circles represent histdrgales data plotted against time—quarterly urotd,dor instance.
The black dashed line represents the “best fitStlsguares regression trend line. The equatiothétrend line is
given in the familiar “y = mx + b” format, with Beplacing m and Breplacing b. The blue dashes simply indicate
that the estimated regression line can be exteadwuhard to predict future sales. The phrase “legatres” refers to
the fact that “best fit” is obtained by drawingel thatminimizeghe square of the vertical distance between the
regression line and the historical data points. Jdneare of the distance of each point from theiBnesed simply
because the vertical distances can be positivegative, depending on whether the data pointdleve or below the
line. In minimizing the distanceamount it is essential that positive quantities be ussing the square of the
distances avoids the pitfall of positive and negatlistances cancelling each other out.
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Figure7: Basic Regression concepts

Linear Regression Trend
Using Historical Data

Sales

i Time

Basic Equation:
Estimated Sales Trend Line =B, + B;*Time where

B, =Y intercept; B, = Slope of Regression Line

We can now discuss regression statistics and atf@mation provided by the Regression Report:

Page 12 of 30

Goodness of FifThis category of statistics assesses how weltghgeession works by using the following

statistics:

o R% Measures how much of the variance of unit sale=ach micro segment is explained by the
regression trend line. It measures the explangtower of the regression equation. Of course, thk re
issue is “Explanatory power relativewdat” In the case of regression, the base line altarmés the
mean, or average of the data: a horizontal linevdridarough the cloud of data points.

o Standard Error: Measures the accuracy of the reigregstimates of unit sales in each micro
segment. It is basically the average of the squdiféetences between the estimated and the actual

historical values. “Least Squares” in effect miries the standard error of the estimate in computing
where the regression line should be drawn.

Regression Coefficient$he Regression Report displays the valuesyeftRe units history intercept—and
Bi—the slope of the units history trend line for@ibducts—segmented by geographical area, salesehan
and customer segment. It also reports the staretands of these coefficients, segmented in the dastgon.

Regression Bumper$he regression bumpers, displayed in Figureédasigned to constrain the
regression’s estimates and coefficients within@aable limits, so that data outliers or acceleratéal
growth paths in start-up segments do not caus®ltuel to become unstable or undermine the integfity

the forecast as a whole.
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Figure 8: Regression Bumpers

Reqgression Bumpers

Max Annual Unit Growth Rate 60%
Max B1/80 (Yr) 0.15
Min B1/B0 (Yr) 0.15

Convergence Speed

Producits 0.5900
Locations 0.950
Segments i 1.000
Total 1.000

Maximum Annual Unit Growth Rat@nnual doublings or triplings of unit sales amrononplace in start-up
situations (e.g., addressing a new market, introdua new product), but they hardly fall under thbric of “normal
business”, and they can cause substantial distsrirothe regression estimates. Constraining themusn growth
rate that the model can (implicitly) forecast isréfore a sensible step. You can override thistcaings if you want
to, either by entering a new value in the cell gltbblue, or by manipulating the adjustment factotfie “Two-
Factor Adjustments” section of ti@argetsWorksheet. See Section 0, “

0 How to Use the Targets Worksheet: the TechnologlyRalitics of Planning” for more detail.

o Max (Min) B1/B0O RatioThis ratio is designed to minimize the impactnbmalous data outliers
which have the potential to significantly distdrettrend line estimate by generating spurious
increases in the slope of the regression line.

o0 Convergence Speed Factoi$ese Determines how rapidly the suggested adgrdtfactors cause
the forecast to converge to the managers’ targetgrbduct, location, and customer segments in the
TargetsWorksheet. As noted in section 1.1.4, “Manageesréhue Targets,” using the adjustment
factors often causes ripple-through effects thatrte be monitored and evaluated. In some instances
it might be desirable to slow down the convergesmeed in order to make secondary adjustments
elsewhere—in the Two-Factor adjustments sectiarexample.

0 Seasonality Parameter$heRegressiotWorksheet displays quarterly seasonality paraméerthe
units forecast of each product segmented by gebgrégcation, sales channel, and customer
segment. Roughly speaking, these seasonality péeesnadicate how the “straight” trend line
forecast should be adjusted upward or downwarddorporate seasonality effects. Figure 9 below
uses a few of the seasonality parameters to ilitesconceptually how the regression estimated units
trend line over eight quarters can be “overlaidthvdeasonality adjustments in order to reflect the
upward and downward movements of seasonality cycles

Regression Residual¥hese are the vertical distances that separateistorical data points (the units sales
history) from the estimated regression trend lgegmented by product, geographic location, salasre,
customer segment, and time period. They are wieatguared in the “Least Squares” regression estjraatd
they also constitute the “Standard Error” of theneate. One of the assumptions underpinning theessipn
procedure is that the residual errors are (normadly in “normal distribution”) randomly distributed.
Correlations between the residuals usually indg#tat something is amiss with the regression—pevrkizat
the data are really nonlinear (e.g., an exponeatiaie) but that a straight trend line is beintgetitto them.

Units Regression Plarmhis report is the sales units plan, segmentegrbgtuct and location, for the plan
period,beforeadjustment factors have changed the plan to bi#itteanagers' targets. This is the raw
(seasonally adjusted) regression unit sales foreThss report is useful because it representshibseline
scenario” reference point against which subseqadjuisted iterations of the plan can be compared.
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Figure 9: Seasonality Adjustment
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2 How to Use the Targets Worksheet: the Technology and Politics of Planning

TheTargetsworksheet is the control center of the Sales Rladel. It is the means whereby manager’s targets ar
introduced into and drive the sales plan plannimg@ss. However, the introduction of managers’ goatargets
does not by itself accomplish anything. The esaéptioblem that needs to be addressed with thisregedany
goal-driven planning process—is that the goals hav® mutuallycoherent(i.e., support each other) andnsistent
(i.e., not contradict each other). Achieving tHigrmment looks easy, but it is in fact extremelych#o achieve in
practice.

Why? Two reasons:
It is impossible to foresee all the logical imptioas or consequences of anything. People aremotszient.

Because of their differing backgrounds, experienagd incentives, it is at best unlikely, and atsto
impossible for any group of people to formulateetaf goals that are coherent and consistent. peatge no
one is omniscient.

Then there is the issue of implementation. Sucoésaplementation of a plan requires plan buy-iat imanagers
can't really buy in if the goals contradict eacheat Even if managers do ostensibly commit to {ae fbecause they
are urged to be “team players” for example), tleegss of implementation will in itself surface flan’s
incoherencies and inconsistencies, making the aeiient of the goals extremely difficult if not ingsible. So the
problem can’t be swept under the rug.

We call this problem thplanning conundrum
This section addresses the planning conundrum &dnal perspective:

Technological We show how you can use thargetsWorksheet to surface inconsistencies and incohergnc
in Managers’ goals, and how you can use the adprstfiactors to address them.

Organizational We also suggest how you can use the Target weetsh support managers’ collaborative
efforts to resolve the inconsistencies and incai@es of the sales plan.

2.1 How to Use the Targets Worksheet: Nuts and Bolts

TheTargetsworksheet is partitioned into six “adjustmentséas in which you enter managers’ revenue goals or
targets and manipulate “adjustment” parametersaduglly bring the plan into alignment with the ragars’ goals
and the managers’ goals into alignment veitth other

To access th&argetsworksheet, click on the “Targets” tab at the bottof the workbook.

Copyright © 2010 ModelSheet Software, LLC



User Guide for Sales Plan Page 15 of 30
Result TheTargetsworksheet opens up in a “collapsed view” as shmwfigure 10.

Figure 10: Targets Worksheet Collapsed View

ABC Corp.
Targets

Instructions

To make the gales plan agree more closely with managers’ sales targets, edit the adjustment
factors in the shaded cells to be close to the suggested adjustment factors.

If managers® targetz are not conzistent (e.g. you can't match product managers' and

location managers' targets together), then you decide whether the plan should be

closer to one set of targets or another.

Shaded cells are input cells. You can enter data in them.
Excel formulas in shaded cells are starting suggestions. You can overwrite them.

DRNE R DRSS e RN e e W N

£| Total Revenue Adjustment
+| Location Adjustments
+| 34 |Channel Adjustments
43
+| 44 Product Adjustments
59
£| 60 Segment Adjustments
69
+| 70 |Two-Factor Adjustments

The “collapsed view” of th&argetsworksheet shows a list of the adjustment areagioh you enter the revenue
goals or targets for that particular revenue amad, manipulate the adjustment parameters to bhimglan into
alignment with those goals. These adjustment areagour levers of control for the planning process

2.1.1 Total Revenue Adjustment

This area is the province of senior managementt@doard of directors who typically set overallesue and
profitability goals for the company. This is noriyahe last area in which you make adjustments.

2.1.2 Location Adjustments

This is the area in which you enter the revenuwdgfmr each major geographic area. This arearimalty the
domain of field sales management, but the revaase-e-sales channel management reporting up to geograrea
managers—is not uncommon.

2.1.3 Channel Adjustments

This area is where you enter revenue goals for salgs channel: direct sales, resellers and sNamally, most
companies organize their sales function by charmnelome cases, channel overlaps with sales loganany
companies’ foreign sales are handled through thartly distributors.

2.1.4 Product Adjustments

This is where you enter the revenue goals for @astiuct. Normally under the jurisdiction of protimtanagement
(a staff function) but not always: for product agmtompanies, product management may be the dguivaf
executive management.

Copyright © 2010 ModelSheet Software, LLC



User Guide for Sales Plan Page 16 of 30

2.1.5 (Customer) Segment Adjustments

This area is where you enter revenue goals fdr eastomer segment: vertical markets, industrieBpazontal
markets—process control, CAD/CAM, and so on. Manag@ of customer segments is normally a staff fon¢tut
some companies do organize their field sales opesatiround them.

2.1.6 Two Factor adjustments

This area includes pairwise combinations of theeosegment areas: product-location, product-cHapraduct-
customer segment, location-channel, location-cust@agment, and channel-customer segment. Theg@mése
intersections” allow you to zero in with more “famd” target corrections. For example, you may barawthat a
specific customer segment in a specific geograpiga is contracting (or expanding rapidly), so thatregression
“momentum” forecast is way off.

2.2 How to Use the Adjustments Areas to Align ForecasteRevenue with Managers’ Goals
To openan adjustments area, click on the “+” sign tol#feof the name of the area.

Result The detailed worksheet section for that adjustraesga opens up, as shown for the “Channel Adjustsne
Area” in Figure 11A.

Note that the “+” sign you clicked on is now a $ign. To close the adjustments area, simply clickhe “-“ sign.

The blue shaded area next to the label “Channealgtdjactor” is where you enter the adjustment faateeded to
bring the plan’s forecast revenue into alignmenhwhe managers’ revenue goals. The Sales Plan INtedE
suggests the factors you need to input. These tadjus factors are displayed in the area immediatetie right of
the label “Suggested Channel Factor”.

Figure 11A: Targets Worksheet: Channel Adjustments

22 Adjustment factor that alters regression forecast

+| 23 Location Adjustments for all micro segments for a given sales channel,
33 by channel. This factor helps the forecast to

:_| 34 Channel Adjustments match targets submitted by channel managers.
35 (variable Adj_Factor_Chan)
36 Q1 2011 Q22041 Q3 2011 Q4 2011 Q1 2011 Q2 2011 Q3 2011 Q4 2011 E
37 Channel Adjust Factor Suggested Channel Factor Channel Revenue Target
35 | Direct ' 000" 10007 40007 1.000| Direct 1014 1012 1.033 0821 Direct Fs
39 | Indirect " 170007 1000" 1.000" 1.000| Indirect 1016 1015 1.038  0.923| Indirect s
40 | Total 1.000 1.000 1.000 1.000[ Total 1.015 1.014 1.035  0.822| Total 5
41

| 42
43

+] 44 |Product Adjustments

You enter the managers’ channel revenue targékeiblue shaded area to the right of the suggestesgtment
factors, as shown in Figure 11B. The figure alspldiys regression plan forecast of channel revemtlee right of
the targets input area.

You will note that the “suggested adjustment feg€tare simply the quotient of the managers’ targeis the
forecasted revenues.
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Figure 11B: Targets Worksheet: Channel Target Reven ue and Channel Plan Revenue

Revenue target for each channel segment, submitted
by channel managers, for the total planning period
(variable Target_Rev_Chan)

Q12011 Q2 2011 Q3 2011 Q4 2011 12011 Q2 2011 Q3 2011 Q4 2011 Q12011 Q2 2011 Q3 2011 Q4 2011

ed Channel Factor Channel Revenue Target Revenue Plan

1014 1.012  1.033  0.921| Direct 51,100 751,100 " 51,200 "§1,200 | Direct 1,085 1,087 1,182 51,302
t 1.016  1.015 1038  0.823| Indirect 51,100 751,100 "$1,200 "$1.200 | indirect $1,082 $1,083 S$1,156 S$1,300
1.015 1014 1035 0922 Total $2,200 $2,200 $2,400 $2,400 | Total $2,167 $2,171 $2,318 $2,603

To make the forecasted channel revenue converde tmanagers’ targets, you enter the “suggestecsignt
factors” into the blue shaded “Channel Adjust FEcaoea, as shown in Figure 12A.

Note: You have to enter the suggested factors (or actpfs you wantinanuallyfor each quarter (column).
Do not copy the “suggested factors” into the blue sha@dnnel Adjust Factor” area.

Figure 12A: Targets Worksheet: Making the Channel A

o

Q3 2011 Q4 2011

djustments

N

Q1 2011 Q2 2011 Q3 2011 Q4 2011

[*]

23
33
34
35
36
37 |Channel Adjust Factor
38
39
40
41
42
43
44
59

Location Adjustments

Channel Adjustments

Qi 2011 Q2 2011

Suggested Channel Factor
0.927| Direct

0.923 | [Indirect

0.922] Total

Channel Revenue Target
Direct
Indirect
Total §:

Diract
Indiract
Total

1.014
1.016
1.015

1.092
1.015
1.014

1.032
1.038
1.036

1.014
1.016
1.015

1.012
1.015
1.014

1.033
1.038
1.035

0.921
0.923
0,922

+|

Product Adjustments

Result The sales plan model adjusts the plan’s foredastienber of sales units in each channel revenuaeseigto
make to make the forecasted revenue converge taret revenue, as shown in Figure 12 B.

Figure 12B: Targets Worksheet: Plan Channel Revenue

N

Converges to Target Revenue

TN

Q1 2011 Q2 2011 Q3 2011 Q4 2011 Q12011 Q2 2011 Q3 2011 Q4 2011 Q1 2011 Q2 2011 Q3 2011 Q4 2011

ed Channel Factor Channel Revenue Target Revenue Plan
1.014 1.2 1.033 0821 Direct Fz1,100 51,100 "51200 "51.200 | Direct 21,100 81,100 81,200 81,199
£ 1.016  1.015  1.038  0.923] Indirect Fz1,100 51,100 "31200 "51.200 | Indirect 21,100 %1100 S41,200 1,200
1.015 1.014 1.035 0.922| Total $2,200 52,200 $2400 $2,400 | Total §2,200 $2,200 $2,400 $2,400

Because the model actually adjusts the units fetdoamake the forecasted revenue converge witmtreagers’
targets for any given segment, ripple-through éffeccur throughout the forecast. Bringing the clehforecast into
alignment with the managers’ targets will changeftirecasted revenues in the products area, tltersessegment
area, and the geographic locations area. Becaubkes# ripple-through effects, adjusting the fosexto meet
managers’ targets is derative process, in which the targets have to be priadtjzvith the “total revenue”
adjustments” (where the targets are ultimatelyesipoff at the Board level) normally coming last.

Note: Theoriginal regression unit sales forecast can always be eeed\by opening up the “Units
Regression Plan” portion of titegressioWorksheet.
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Prioritizing the goals—bringing the managers’ gaate alignment with each other—is an organizatiassue that
inescapably involves politics. Hence one has tesidar thepolitics of planning.

2.3 How to Align Goals: the Politics of Planning

Organizational power relationships are a functiborganizational structure, and organizational tite is normally
a reflection of the organization’s business modekfchieving a set of business goals. As far aS#ies Plan is
concerned, the business goals revolve around ngeetirenue targets (often subject to a gross magistraint). The
business model for achieving these targets indetarmines how the sales function is organized.

There is no one right business model; consequémhe is no one right way for the sales functiobéoorganizedit
can be geography focused, product focused, chéoreded, or customer segment focused. Many compayide
back and forth between two (or more) foci. You, keer, need to be aware of the organization of gounpany’s
sales function, and, in particular, be aware oftvwgnaups are actually tasked with achieving theenexe goals. We
suggest you follow the following steps.

Enter the various revenue targets in Tlaegetsworksheet, and look at how they compare to eaobr@nd to
the regression forecast. Ideally, the targets shauighly match each other in aggregate: total yctidervice
revenue should match total location revenue, ttahnel revenue, and total customer segment revenue
(assuming segments are chosen to be both mutualiyséve and exhaustive). If they do not, you need
inform the various segment managers . Normally thigytry to “hit” the total revenue target. It &so a good
idea to let the segment managers know the resiulledbaseline” regression forecast. This forecafiects
both history and trend momentum. They will probalgnt to take it into account in developing or
negotiating their own targets.

Decide which set of revenue targets has the lopréstity for matching the sales plan. Edit the esponding
adjustment factors to make the plan agree bettbrtivbse revenue targets. Repeat for the next topvesity
and so on up the line until you get to the seewknue targets with the highest priority for matghthe plan
(usually the total revenue target). Edit these stdjent factors to make the sales plan match tlaegets
better.

Now step back and assess the discrepancies bethesales plan and the various revenue targets.

Pick some particularly important discrepancies, t@tidhe affected managers that these targetespecially
inconsistent with the whole pattern of managergetis. Ask them to discuss the differences among
themselves and with the other managers. Do notfttre managers to agree; just get them to recotjmite
their targets disagree substantially, and to distlusir underlying assumptions.

Bear in mind that you may have some discretiorelping managers resolve these issues. Many of the
segment area managers typically do not care almiusales of specific products; they are chargat wi
meeting a revenue target and really do not care thiegporoduct mix is. This means that you can triy o
different product mix/discount rate scenarios.

Ultimately, you have to decide how you want to déevthe discrepancy between plan and targets arheng t
various segment targets. You shontit automatically go with the group that is taskedrtieest for attaining
the revenue goals without determining first whesgacial circumstances apply. In product line fitzorss,

for example, ensuring the success of new prodaicidnctions and making the revenue changeover astbm
as possible are often hugely important. In thesmipistances, the product managers may become tte mo
important people in the organization. Analogousac®s could materialize for any of the segmenasirdhe
moral of this story is that “"X’ is always true, tilrit isn't.”

You should probably confer with senior executiv@gxplain the discrepancies and the surroundingess
and to find out which targets they want the plamaich best.

At this point. You have probably developed the lpestsible plan with the most transparent analyisis o
differences of opinion that can be made. Congratsia!
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3 How to Get the Most Value out of Your Sales Plan  Template

This section shows you how to navigate the temgatehow to use two worksheets in particular toeusiind how
the Sales Plan Model works: tRermulasworksheet and thiabelsworksheet.
3.1 How to Use the Worksheets

The Sales Plan Template is organized as a serigsr&sheets, with each worksheet containing a fsegpmrts
generated by the Sales Plan Model. You accessfahgse worksheets by clicking on the appropriatsheled tab at
the bottom of the workbook as illustrated in Figi8e

Figure 13: Sales Plan Template Worksheet Tabs

Price Plan Sales Plan Products Locations Channels Industries Rev Summary Units Summary Price Summary Contribution Margin |

Clicking on the "Price Plan" tab, for example, opeip the "Price Plan" worksheet, as shown in Figdre

You will note that the worksheet displays a listaport” titles” indicating what it contains. This the worksheet's
"collapsed view". Clicking on any of the "+" sigttsthe left of each title causes a more detailponteto appear, with
contents corresponding to the title. For examglekiog the "+" sign next to the “Price Plan ($)tlé¢ causes the Price
Plan se report to appear, the top portion of wiicthown in Figure 15.

Figure 14: Price Plan Worksheet--Collapsed View

ABC Corp.
Price Plan

F

+] 5 Price Plan ($)

376
377 Euro Zone in Euros

Figure 15: Top Portion of Price Plan Worksheet

= 5 Price Plan ($)

j- G Q1 2011 Q2 2011 Q3 2011 Q4 2011 Q1 2011 Q2 2011 Q3 2011 Q4 2011 Q1 2011 Q2 2011 Q3 2011 Q4 2011
T |List Price Price Discount % Average Price §
8 Family 1 Family 1 Family 1
g Product 14 Product 14 Product 14
10 Direct Direct Direct
1 Americas £0.500 S0.500 S0.500 S0.500 Americas Americas
12 Aszig 350500 50500 50500 S0.500 Manufacturing 151%  151%  151%  15.1% Manufacturing 30,425 50425 30425 350425
13 Euro Zone 50.500 50500 S0.500 S0.500 Services 5.0% 5.0% 5.0% 5.0% Services 30,475 350475 30475 30475
14 Total §0.500 §0.500 §0.500 §0.500 Total 10.3% 10.3% 10.3% 10.3% Total 50448 §0.448 §0.4458 §0.448
15 Indirect Aziz Asziz
16 Americas 30.500 50500 350500 S0.500 Manufacturing 42.0% 420% 420% 420% Manufacturing 30.280 350250 30250 30280
17 Aszig 50.500 50500 S0.500 S0.500 Services 3445% 345% 345% 345% Senvices 30.325 80325 30325 30325
18 Eure Zong $0.500 S$0.500 S$0.500 50.500 Total 386% 35.7% 386% 38.6% Total §0.307 80.307 §0.307 §0.307
19 Total §0.500 §0.500 §0.500 §0.500 Euro Zone Euro Zone
20 Total £0.500 $0.500 $0.500 $0.500 Manufacturing 351% 351%  351% 351% Manufacturing 50324 30324 30324 30324
M Americas 350500 50500 50500 S0.500 Services 2596% 296% 296% 296% Services 30.352 80352 350352 30352
22 Asziz 50.500 50500 S0.500 S0.500 Tota! 325% 325% 325% 325% Tota! £0.338 §0.338 §0.338 §0.338
23 Euro Zone 30.500 50500 350500 S0.500 Total 261% 281% 281% 281% Total §0.35% §0.35% §0.355 §0.359
24 Total §0.500 §0.500 §0.500 £0.500 Manufacturing 316% 316% 316% 316% Manufacturing 50.342 50342 50342 50342
25 Product 18 Services 243% 243% 243%  243% Services 30.37% 50379 S037% S50.379
26 Direct Total 261% 281% 281% 281% Total 80358 §0.35% §0.355 §0.359
27 Americas £1.000 $1.000 S1.000 51.000 Indirect indirect
28 Asiz $1.000 31.000 351.000 S1.000 Americas Americas

Note that the "+" sign next to the underlined Pk¢an title is now a "-" sign. Clicking on the 'slgn will close the

report and return the worksheet to its "collapssdte.

Most (though not all) of the worksheets in the S&éan Template are set up in this manner: colthpiav with
detailed reports that can be opened up. We recothy@mnopen no more than one or two detailed re@irény
given time. Opening up too many detailed repornae can give you the sense of drowning in a sedarmation.
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3.2 Understanding How the Sales Plan Model Works: Varibles and Formulas Relating Variables

The Model underlying the Sales Plan Template isgréwand flexible because it is built in termsnaimed variables
and formulas that relate those variables. In tbrgext, a “named variable” is simply the name of particular
business concept: “Revenue” for example. A “Forrhidasimply a way of defining the business condaptelating it
to other business concepts. “Product Revenue” eattefined through the formula “Sales Price of adBot’ times
the number of “Product Units” sold. “Sales Pricead?roduct” in turn is defined as “List Price odPeoduct” less
“Sales Discount”. If these examples sound obvithe, is precisely the point. We usually think imts of concepts
and formulas that relate those concepts, and rterms of cell locations (“H23") and cell locatitased
computational formulas (“H23 = F23*E18"). You caawve a lot of time and effort and get the greateselit from
your template by understanding how the Business Miadel is driven by variables and the formulad tefine those
variables through other variables, rather thanddylacations and formulas based on cell locations.

This template has a number of features to helpwulerstand how the Sales Plan Model works: "flagitExcel
Comments, a “Formulas Worksheet”, and a “Labels k&loget”.

3.2.1 How to Use Excel Comments

Each variable in the Model has an Excel Commeath#d to the worksheet cell that displays the naintleat
variable. Each Comment explains what the variabbnid often tells you how it is used in the Mod¢lthe end, each
Comment displays the “formula name” of that varglif the formula name differs from the displayedne® The
presence of an Excel Comment is indicated by alsedtriangle in the upper right corner of thel ceintaining the
variable display name. For example, the Faciliigpense Report shown in Figure 15 shows theseiegdjtes in the
cells in the columns showing the variable displagnes “List Price”, “Price Discount %", and “AveraBeice $".

Moving the mouse cursor over the cell, or leftkiligy on the cell, causes the Excel Comment to appeaexample
of an Excel Comment is shown in Figure 16 for tadable display name "List Price".

Figure 16: Excel Comment for the Variable Display N ame "List Price"

1 | Sales Plan, 2011
2 ABC Corp. ____ i i
R List price for each product in each location, by
3 Price Plan plan time period. The model uses historical values
4 as defaults, which you can override.
:_l 5 Price Plan (%) (wariable Price_List_Plan)

- B 12011 Q2 2011 Q3 2011 04 2011 @1 2011 Q2 2011 Q3 2011 Q4 2011 [a1]
T | List Price Price Discount % Average Price §
8 Family 1 Family 1 Family 1
g Product 14 Product 14 Product 14
10 Direct Direct Direct
11 Americas 20.500 =20.500 30500 =0.500 Americas Americas
12 Aszig 50.500 S0.500 S0.500 S0.500 Manufacturing 15.1%  151%  151%  151% Manufacturing g0
13 Euro Zone £0.500 S0.500 S0.500 S0.500 Services 5.0% 5.0% 5.0% 5.0% Services g0
14 Total §0.500 §0.500 $0.500 §0.500 Total 10.3% 10.3% 10.3% 10.3% Total 50,
15 Indirsct Azizs Asziz
16 Americas 50500 350500 30500 30500 Manufacturing 42 0% 420% 420% 420% Manufacturing 30

In this example, the variable is explained in tloethent and you are told how it is computed—in taise, through
direct data entry. The actual variable name, calted'Formula name” (“Price_List_Plan”), is givenparenthesis at
the end of the Comment.

Note: Each variable has a “Formula Name” (such as “ePllicst_Plan”) which the Model actually uses in its
calculations and a “Display Name" (such as “Ligt@0) which is the more "user-friendly" name thapaars
throughout the workbook. See Section 3.2.2, “Howse the Formulas Worksheet to Understand Variables
in the Model” for more information about how the ti uses formula names of variables in its calcutat
rather than cell addresses. See Section 4.2 “Hdmnter Historical Data Using Excel Databases

! Display names are set to whatever is most heipfiile Excel workbook. The formula names must mique, descriptive, and
contain no spaces. Therefore each variable in thédVhas a display nhame that appears in Exceladadmula name that
appears in the underlying ModelSheet formulas.
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In Advanced versions only, you have tiyation of entering historical data in either of two wdgsrevenue,
sales units, prices (and variable costs, if yoactel the feature to forecast profit margins).

You can enter historical data in pre-built variatalbles on worksheet 'Historical Input'.

You must enter the rows of data in the order buiti the pre-built tables. You must enter any eftitthe
names of products, selling locations, channelscaistbmer industries only on worksheet 'Labels'sT#i
usually the more convenient method for small data,sand it is the only method supported in thedied
version of the template.

You can enter historical data on separate datalbadesheets, one each for revenue, sales unitegpfand
variable costs, if you selected the feature todase profit margins).

These databases make it easier to enter largefsddita. For example, the records (rows definetkdy
fields' such as product names, channel names)eandrbitrary order, and each table gets its owrksheet.
You must enter any edits to the names of prodsetting locations, channels and customer industiies
worksheet ‘Labels’ and on the database worksheets.

When you use the database feature, you can repmesemdimension in the database with one coluntats. If you
your have hierarchical dimensions (example: dim@niiocation' can have two levels called "stated &ity"), then
you have two choices as to how to represent tima¢iion in the database.

If a dimension has leaf items with unique nhamesntyou can represent that dimension in the datdibasae
field (column) of leaf names of that dimension.

If a dimension has non-identical leaves with idegithames, then you can represent that dimensithein
database by one field (column) of names that amgosites of the names of the different levels & th
dimensions. Example, for dimension 'Locationsydiir Location dimension have levels 'State" anty"@nd
it includes the locations 'MA, Arlington’, 'TX Argton' and 'VA Arlington’, then you can use onaiouh of
names of the form "statename, cityname" (includivgcomma and space between state and city) tesepr
that dimension in the database.

The Excel workbook generated from the model inctualeswitch for each dimension (Products, Locati@isgnnels,
Industries) to indicate which of these two way ydll use to represent that dimension in the databa¥ou can
include the other levels of the dimension in sefgafialds (columns) of the database (and with défife field name of
course), but these additional fields will not bedign the model.

How to Edit Display Names, Comments, and the M&laft Date in the “Labels Worksheet” for instrocti
on how to change variable display names.
3.2.2 How to Use the Formulas Worksheet to UnderstandgYsbes in the Model

This worksheet displays the formula for each vdeighrranged alphabetically by the Formula Namdbeivariables.
The “Formulas” worksheet tab is located towardsekigeme right side of the workbook tabs at thedwotof the
workbook as shown in Figure 17.

Figure 17: “Formulas” and “Labels” Worksheet Tabs

Contribution Margin Regression | Formulas - Labels

B8O
A small portion of the top of the “Formulas Work&lt” is depicted in Figure 18.
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Figure 18: A Small Portion of the "Formulas Workshe  et”

A B C D

Variable Display As Dimension Index Formula / Data

\Ad]_Factor_Total Total Adjust Factor Y Global Contribution margin, obtained by subtracting
variable costs from revenue. For example if the

|Adj_Factor_Total_Suggested Suggested Total Factor Y Global recorded variable costs include only cost of B["Prod_Loc_Seg.Total]*(Target_Re
goods, then this is the gross margin.

Company_Name Company Hame | (variable Contrib_Margin)

Contrib_Margin Contribution Margin '—Loceﬁons, Products, Segments, Channels Data: Revenue-Variable Cost

Contrib_Margin_pct Contribution Margin % N Locations, Products, Segments, Channels Roll-up: ifi(Revenue=0, 0, Contrib_Margin/Revenue)

For each variable:
The first column shows the variable's Formula Name.

The second column shows the variable’s Display Ndhtke meaning of a variable is unclear, you can
mouse over its display name and view the Excel Centrwhich defines it, as in the case of "Contribti
Margin," shown in Figure 18.

The third column shows the "Dimension Index" thefies in what parts of the domain of the varidhke
formula applies.

Note: Dimensions in ModelSheet can best be understoadaasy of segmenting and organizing variables.
Revenue, for example, can be aggregated alongrtiendions of product, geographic location, customer
segment, sales channel, and time. See Section“8l@@8to Use the Labels Worksheet to Understand
Variables and Dimensions in the Model” for moreoimhation on the use of dimensions in the Model.

The fourth column shows the formulas that compluéevialues of the variable relation to other variables,
rather than in terms of cell addresses.

It is worthwhile to take a moment to ponder andipleer one of these formulas. In general, thesealddomulas are
far easier to understand and grasp than formulsedoan cell addresses. To take the formula fouttiog
Contribution Margin as an illustration, you can e& it is expressed as a function of Revenuevardble

Cost: Revenue-Variable Cost.

If you look at the formula for Variable Cost (Varla Name = Variable_Cost), you are given the folfayv
Data: Var_Cost_per_U*Units,

which indicates that it is computed from the dafauit item, Var_Cost_per_U (i.e., unit variable g¢ishes the
number of units.

If you look at the formula for Var_Cost_per_U, yaxe shown the following:
Data: ifm(Time<=0.01, Var_Cost_per_U_History, Var_Cosr gJ_Plan),

which roughly translates into the conditional sent “If (Plan) Time is less than 0.01, thHastorical input data for
unit variable costs, otherwiggan input data for unit variable cost.”

If you open up thédistory InputWorksheet and open up the “Variable Cost/Unit éfiginput” section (click on the
“+” sign) you can see that you enter tiistorical unit cost data segmented by product and locasisishown in
Figure 19A.

2 “Time” in the model is partitioned into historldame (which is less than or equal to 0, and piare, which starts with 1. The

function “ifm” in ModelSheet is a version of “ifhlat assumes its conditional never changes in EgodExcel shows only the
result. For example, ifm(A, B, C) shows up in Exasleither B or C depending on whether A is truddtse.
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Figure 19A: Historical Unit Variable Cost Input Dat a

—| 149 Variable Cost/Unit History Input

150

151 012008 Q22008 Q32008 Q42008
152 Variable Cost/ll History  Family 1 Product 14 Americas 20290 T 20250 T 80250 ' $0.290
153 Aszia g0290 " so0290 " go2e0 T g0290
164 Eurc Zone gsoze0 " so290 " soz2e0 T s0.290
155 Product 18 Americas g0350 " s03s0 7 sozs0 T 80350
156 Asiz g0350 " s0350 T s0350 T 50350
187 Euro Zone gso3s0 " so3s0 " so3s0 T 50350
158 Family 2 Product 24 Americas g0170 ¥ so0q470 " soq70 T 30170
159 Asia soi7o0 ¥ sot17o T so17o T soq70
160 Eurc Zone soi7o0 ¥ sot17o T so17o T soq70
161 Product 28 Americas gote0 ¥ soqte0 T soqB0 T s0180
162 Asiz so1e0 " so1s0 " so1e0 T 50180
163 Euro Zone gote0 " sot80 " sote0 T go1s0

Similarly, if you open up th@lan Inputworksheet and the “Variable Cost per Unit — Pls&Ction of that worksheet,
you can see that you enter fhlan unit cost data segmented by product and locaéisshown in Figure 19B.

Figure 19B: Plan Unit Variable Cost Input Data

—| [100 Variable Cost per Unit - Plan
- (101
102 012011 Q220411 Q32011 Q4 2011
103 Var Cost /U Plan Y Family 1 Product 14 Americas go2s0 ¥ sozs0 T s0250 T E0.290
104 Asziz " o250 ¥ so2s0 " so2s0 T s0.250
105 Euro Zone " so2s0 ¥ sozs0 " sozs0 T s0.2a0
106 Product 18 Americas " o350 " 0350 " s0zs0 T s0.350
107 Asziz " o350 " so03s0 " sozs0 T s0.3s0
108 Euro Zone " o350 " 0350 " s0zs0 T s0.350
109 Family 2 Product 24 Americas F so170 ¥ soq70 " soq70 T s0.170
110 Asziz F so170 ¥ soq70 " so70 T s0.170
111 Euro Zone F so170 ¥ soq70 " soq70 T s0.170
112 Product 28 Americas " so1e0 ¥ o780 " so780 T so1ED
113 Asziz " sgo1e0 ¥ soq80 T soE0 T Eo1ED
114 Euro Zone " so1e0 ¥ o780 " so780 T so1ED

Note: The areas of the Worksheet in which you can etdéa are shadddue. See Section 4, “How to Enter
and Edit Data in the Sales Plan Template” for irdtons on how to input data into the Model.)

Expressing variable calculations in terms of otlaiables, and making the meaning of these varsaidmsparent
through the use of Excel Comments, help to makevtrkings of the Model more accessible and undedsthle,
notwithstanding its size and complexity.

3.2.3 How to Use the Labels Worksheet to Understand Wérsgand Dimensions in the Model

The “Labels Worksheet” tab is located towards tkteesne right of the workbook tabs next to the “Falas” tab—
see Figure 17. The “Labels Worksheet” is divideid invo parts: top and bottom. The top portion digplthe Model's
variablesarranged alphabetically by the variables' Formuanls; the bottom portion displays the Model's
dimensionsrranged alphabetically by the dimensions' Forrlames.

In the top portion of the worksheet, the first cotulists the variables alphabetically by Formularfdathe second
column shows the corresponding variable Display 8lgand the third column shows the variables' dibims (the
same definitions as in the Excel Comments). Thisl&r presentation of variables and their defimisiprovides the
quickest way to get an overview of the Model's eatd. Figure 20 shows part of the top portion ef'tltabels
Worksheet”.
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orksheet”

Model Start

1M/2008;

Variable

Display Label

Comment

Adj_Factor_Chan

Channel Adjust Factor

Adjustment factor that atters regression forecast for all micro segments for a given
=sales channel, by channel. This factor helps the forecast to match targets submitted by
channel managers.

Adj_Factor_Chan_Ind

Channel Inudustry Adjust Factor

Ajustment factor to atter regression forecast for each micro segment for a given
channekindustry segment. This factor helps fine-tune the forecast to match targets
submitted by channel and industry managers.

Adj_Factor_Chan_Suggested

Suggested Channel Factor

Suggested adjustment factor to alter regression forecast for all micro segments. for a
given channel segment, by channel

Adj_Factor_Loc

Location Adjust Factor

Adjustment factor that alters regression forecast for all micro segments for a given
location segment, by location. This factor helps the forecast to match targets submitted
by location managers.

Adj_Factor_Loc_Chan

Location Channel Adjust Factor

Ajustment factor to alter regression forecast for each micro segment for a given
location-channel segment. This factor helps fine-tune the forecast to match targets
submitted by location and channel managers.

Adj_Factor_Loc_Ind

B

Location Inudustry Adjust Factor

Ajustment factor to alter regression forecast for each micro segment for a given
location-industry segment. This factor helps fine-tune the forecast to match targets
submitted by location and industry managers.

Adj_Factor_Loc_Suggested

o

Suggested Location Factor

Suggested adjustment factor to atter regression forecast for all micro segments for a
given location segment, by location

The bottom Portion of the “Labels Worksheet” shahesdimensionsised in the Sales Plan Model. Figure 21 shows a

part of the “Dimensions” portion of the “Labels Weheet”. Dimensions are a way of segmenting androzgg
variables. For example, the variable Revenue cadrdden out into various dimensions or categoridlevenue:
Product Revenue, Channel Revenue, Location RevamdeCustomer Segment Revenue. The Dimension®parti
the Labels worksheet shows the structure of thasews dimensions, how they are rolled up, and et mean.
Thus, the Channels dimension is itself split iniceBX and Indirect segments; the Locations Dimengdalivided into
three segments (Americas, Asia, and Euro Zone)Ptbducts and Customer Segment dimensions areasiynil

divided.
Figure 21: Bottom (Dimensions) Portion of the “Labe Is Worksheet”
Dimension (item) Display Hem As Total As Level As Comment
Channels Channels Total Channels Sales Channels, such as inside sales force, wholesalers, outside sales reps
Direct Direct Channels
B i
Locations Locations Total World A list of sales channels or geographic markets separately tracked in the model
Americas Americas Continent
b ke o
1 Euro_Zone Euro Zone
P
B Prod_Loc_Seg Prod Loc Seq Total Prod Loc Seg A list of the Dimensions for which suggested adjustment factors are computed
4| Products Products Prod Loc
5 Locations Locations
f Channels Channels
| Segments Segments
B Total Total
B
[ Products Products Total Product Line A list of the products and support services that are separately tracked in the analysis
M Family_1 Family 1 Subtotal Product Family
¢ Product_1A Product 1A Product
G Product 18 Product 18

If looking at the “Variables” portion of the “LateWorksheet” is the best way to get an overviethefModel's
variables and what they mean, examining the “Dirogrss portion of the “Labels Worksheet” is the besty to get
an overview of how those variables are conceptuatjanized.

4 How to Enter and Edit Data in the Sales Plan Temp

late

The Sales Plan Template allows you to enter your data into the Model in order to further tailoe tlodel to your
requirements or simply to adapt it to changingwinstances. In order to minimize confusion (so yon'tthave to
spend hours searching the entire workbook to fipdréicular cell), the template allows you to erttata into the
following worksheets only:

History Input for historical data (units, list prices, discasintariable costs)

Plan Input for plan data (prices, discounts, variable costs)
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Targets for target/goal adjustments (revenue totals amdagals by segments)
Regressionfor certain regression control parameters (slopé,growth limits)

Labels Variable display names, variable definition, atart date

In all cases, the cells that allow data entry aeelsedblue, as shown in the Payables portion of the "Inputs
Worksheet” shown in Figure 12.

You access worksheets in the Model by clickingtandppropriately labeled tab at the bottom of theklwook, as
shown in Figure 1.

Figure 22: Workbook Input Tabs: History Input, Plan Input, and Targets

Clicking on the History Input ” Tab, located towards the bottom left corner @& Workbook, opens up thdistory
Input worksheet, as shown in Figure 23.

Figure 23: History Input Worksheet: Collapsed View

ABC Corp.
History Input

Shaded cells are input cells. %ou can enter data in them.
Excel formulas in shaded cells are starting suggestions. %ou can overwrite them.

Company Name N ABC Corp.

D00 | = 3 M = (L | P2

+]

Revenue History Input

+]

65 |Units History Input

118

119 Price History Input

148

149 Variable Cost/Unit History Input
166

+| 167 Exchange Rate History

AT

[+]  [*]

4.1 How to Enter Data in the “Inputs Worksheets™: Data Entry Tips

Figure 23 shows the collapsed view of History Inputworksheet, which lists the categories of histdricput data.
Clicking on the "+" sign in the left margin nextaagiven Input category opens up that categorgwatig data to be
entered for the values of specific variables. Semcénput Data category may contain over 100 roixdata, you need
to exercise care in opening these categories,sag#sy to be overwhelmed by information. In gehgou should
only open one category at a time. Figure 24 shopartion of the “Revenue History Input “Categonhieh shows
the revenue entries segmented by product, geogréptation, sales channel, and industry (custoragment). You
will observe that the “+” sign next to “Revenue tdry Input” is now a “-* sign; clicking on the “&ign will close the
section and cause the “+"sign to reappear.

ThePlan Inputworksheet is organized in the similar manner.

In general, you don't have to enter data in inglls¢hatalreadycontain Excel formulas, because the template
computes default (calculated) values for theses c¥lbu just enter your own values in cells when y@ntto change
things going forwardand the model will automatically propagate thendes. You don't have to change every cell.
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Figure 24: Revenue History Input

Sometimes when you open a category, you will dest af subcategories pertaining to that categbgat tan also be
opened as shown in Figure 25 for the “Two-Factojuatinents” section of th€argetsworksheet.

Figure 25:; Targets Worksheet: Two-Factor Adjustment s

Clicking on the “+" sign next to a particular submgory opens up that subcategory, as shown in &igéirfor the
“Location-Industry Adjustments” subcategory.
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Figure 26: Location-Industry Adjustments Subcategor y

4.2 How to Enter Historical Data Using Excel Databases

In Advanced versions only, you have the optionrdgéeng historical data in either of two ways fevenue, sales
units, prices (and variable costs, if you seletiedfeature to forecast profit margins).

You can enter historical data in pre-built variatslbles on worksheet 'Historical Input'.

You must enter the rows of data in the order bmoiti the pre-built tables. You must enter any ettitthe
names of products, selling locations, channelscailstbmer industries only on worksheet 'Labels'sTi
usually the more convenient method for small deta,sand it is the only method supported in thedied
version of the template.

You can enter historical data on separate dataladesheets, one each for revenue, sales unitegpfand
variable costs, if you selected the feature todasé profit margins).

These databases make it easier to enter largefsgdsa. For example, the records (rows definetkdy
fields' such as product names, channel names)eandrbitrary order, and each table gets its owrksheet.
You must enter any edits to the names of prodseting locations, channels and customer industies
worksheet 'Labels’ and on the database worksheets.

When you use the database feature, you can repressemdimension in the database with one coluntat. If you
your have hierarchical dimensions (example: dinr@n#iocation' can have two levels called "stated &ity"), then
you have two choices as to how to represent tmag¢iasion in the database.

If a dimension has leaf items with uniqgue namesn tyou can represent that dimension in the databaeae
field (column) of leaf names of that dimension.

If a dimension has non-identical leaves with idegithames, then you can represent that dimensithein
database by one field (column) of names that amgposites of the names of the different levels & th
dimensions. Example, for dimension 'Locationsydifir Location dimension have levels 'State" anty*@nd
it includes the locations 'MA, Arlington’, 'TX Argton' and 'VA Arlington’, then you can use onaiouh of
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names of the form "statename, cityname" (includirgcomma and space between state and city) tesemptr
that dimension in the database.

The Excel workbook generated from the model inctualswitch for each dimension (Products, Locati@ignnels,
Industries) to indicate which of these two way yall use to represent that dimension in the databa¥ou can
include the other levels of the dimension in seteafialds (columns) of the database (and with déife field name of
course), but these additional fields will not bedign the model.

4.3 How to Edit Display Names, Comments, and the Modétart Date in the “Labels Worksheet”

You can change or edit the contents of any of tiaeled cells in the "Labels Worksheet” to facilitte overall
readability of the Model's worksheets and enhaheeunderstandability and accessibility of the Maated its
reports.

You can change the display name of any variabiaedsion or dimension item: These changes will pgapa
throughout the workbook automatically. Changes dlisplay name are generally made to make the name
more readable or meaningful. Sometimes, however ngight change the display name of a variablmore
closely match the variable formula nankR¥ovided the sacrifice in readability and intgthess is small, the
greater the congruence between the display anfbtimella names, the easier it is to understand theein

You can change the model start date located dbghef the worksheet. The new start date propagates
throughout the model, including formulas and dateels. This feature greatly extends the usefublifgour
template.

Note: We recommend that you change the model starttyadewhole number of the largest time periods in
your model. For example, if the basic time grailyadr model is quarters, then change the moddi dée by
a whole number of quarters. If your model containsual sums, then change the model start datesnpke
number of years, so the annual sums continue iumcorrectly.

You can change the text of a comment associatddamy variable or dimension. These new changes will
NOT propagate through the workbook, so the "flagitiBxcel Comments in the worksheets will remain the
same as before, because Excel provides no meangecttee comments automatically. HOWEVER, you can
submit the edited “Labels Worksheet” to ModelSha@t receive a new template in which the altered
comments ARE reflected in the Excel Comments. @enges in the display names will be reflectedhin t
new template as well.)

Being able to change the display names in one gladéhave the changes propagate throughout thelNoaeery
useful and desirable capability because it fatddaand enhances the understandability and ugadiilihe model.

4.4 Note on Times to Open Excel Workbooks

The first time you open a large Excel workbook gatedl by ModelSheet, it may take a few minutegolf save the
workbook in the native file format for your versiohExcel (xIs for Excel 2003, xIsx for Excel 208id 2010), then
the second time you open it, it usually opens nfaster.

4.5 Note on Excel Error Codes in Templates without Data

New Excel templates with blank or zero input vala#ien display Excel error codes in some cells #natdue to the
blank or zero values in input cells. Entering redide nonzero data into the template input cellsusually make
these error codes disappear. If you have entessbnable data into your template, and the Excel eades persist,
then there could be a problem with your input datajou may have encountered a bug in the temgfatas occurs,
please check your data for obvious problem; ifghablem persists, please contact us at

customerservice @modelsheetsoft.com

5 Appendix: Summary of Computations

This is a brief summary of how the model compulesdales plan.

5.1 Compute the Sales Plan from History Without Using Minagers' Plan Targets
1. You provide sales units history (on worksheet ‘dtiginput’) for every product-market segment.
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2. The model computes the straight line of best fibtigh the sales units history data for each segriiémet
model extrapolates this straight line to predi¢¢sanits in the plan time range (found on worksteales
Plan’). (Details: The model will not allow ratesgsbwth of sales units to be larger or smaller theinlimits
in the model. The model ignores initial zero valiresales units history when computing the straiiet of
best fit.)

3. You provide revenue history data and list pricedmsdata (both on worksheet 'History Input’) fach
product-market segment.

4. The model uses this data to compute the average @nd price discount percentage in each produdieha
segment in each history time period. The model tieeéist prices and the price discount percentaénast
historical time period as default assumptions fierltst price and price discount percents in ahgime
periods (found on worksheet 'Plan Input).

5. You can override the default list prices and pdigEount percents for plan time periods by entenieny
values (on worksheet 'Plan Input’).

6. The model computes the revenue plan (found on werds Sales Plan’) for each product-market segfoent
each time period in the plan time range by multigiythe sales units plan times the list price giares the
price discount percent plan.

At this point, you have a plan for sales unitg, pisces, price discount percentages, and revetma¢ss 100%
internally consistent. However, this preliminaryesaplan blindly extrapolates the trends in thédnisal data without
regard to changes in markets competition, econeonditions, and product improvements.

5.2 Adjust the Sales Plan Using Managers' Revenue Tartge

1. You may (but you need not) enter managers' reveargets for total revenue, for each product, eabddss
location, each sales channel, each industry. Ifgjmse to include in your model revenue targetsdone
"two-factor segments" (such as product-locatioripoation-industry), they you may fill in managees’gets
for those segments too (all on worksheet 'Targets")

2. The model computes suggested adjustment factoesafdr segment that can have a managers' revegee tar
(found on worksheet 'Targets').

3. You enter new adjustment factors (on worksheet@tat) for any segments whose revenue plans yotitwan
change to better match managers' revenue targetsoé choice is to use the suggested adjustmetatrac

4. The model adjusts the sales plan for each smatlystemarket segment so that the revenue plan éor th
segments that have managers' revenue targets ttanrbatch those revenue targets.

At this point, you have a plan for sales unitg, pisces, price discount percentages, and reveitiagss 100%
internally consistent. The plan matches managevernue targets reasonably well for those segmemdsenyou
entered targets. The sales history data determatetive sizes and growth rates of smaller segmardgealistic
way, without any humans having to enter inputs abloelsmaller segments.

5.3 New Products

So far we have ignored new products. "New Produats'defined as products that begin selling dutlilegsales plan
time range. The sales history for a new produatlizeros, so the process outlined above will yeekhles plan that is
all zeros.

When you customized your Sales Plan model (Advameesions only), you specified a maximum numbenei
products to include. To specify that a new produith a nonzero sales plan,

1. You enter the name of each new product (on worksRén Input’, in the section 'New Products’).

2. You enter the name of an existing (not new) produat is a "model product” for how to divide satéshe
new product across sales locations, channels,rahciries.

3. You enter the time period in which the sales ofriee product will commence, expressed as a whaigbeu
for the time period in the sales plan time range.

Copyright © 2010 ModelSheet Software, LLC



User Guide for Sales Plan Page 30 of 30

4. You enter the sales units in the initial sellingeiperiod and the rate of increase of sales uaitsipe
period.

5. The model replaces the zero sales plan for thepreduct

6 License Terms

You may use this Model(s) or Template(s) and amidtve works in the work of your firm, employenéone client
or associate. You may not use, sell or transfeMabdel(s) or Template(s) for the operation or as@lpf an
organization that is not your firm, your clientyaur employer or your associates. For a full dgsiom of License
terms, see the license agreement on our website at:
http://templates.modelsheetsoft.com/ModelSheetTatapltemplate-end-user-license-agreement.pdf.aspx

Please address queriesdastomerservice@modelsheetsoft.com

Copyright © 2010 ModelSheet Software, LLC
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