Sample Policy on the Process for Determining
Compensation for Not-for-Profit Organizations

This policy on the process of determining compensation of ABC Organization applies to the compensation of the following
persons employed by the organization (check if applicable):

The organization’s chief employed executive'

Other officers? or key employees® of the organization by title:

The process includes all of these elements: (1) review and approval by the board of directors or compensation committee of
the organization; (2) use of data as to comparable compensation; and (3) contemporaneous documentation and recordkeep-

ing.

1. Review and approval. The compensation of the person is reviewed and approved by the board of directors or compensa-
tion committee of the organization, provided that persons with conflicts of interest with respect to the compensation arrange-
ment at issue are not involved in this review and approval.

2. Use of data as to comparable compensation. The compensation of the person is reviewed and approved using data as to
comparable compensation for similarly qualified persons in functionally comparable positions at similarly situated organiza-
tions.

3. Contemporaneous documentation and recordkeeping. There is contemporaneous documentation and recordkeeping with
respect to the deliberations and decisions regarding the compensation arrangement.

If you would like more information, or help developing policies to fit your organization, please contact your Rea Advisor
or Adam Schultz, a principal on Rea’s not-for-profit team, at 216.503.9443 or adam.schultz@reacpa.com

1 Chief employed executive — The CEO (i.e., chief executive officer), executive director or top management official (i.e., a person who has ultimate
responsibility for implementing the decisions of the organization’s governing body or for supervision the management, administration or operations of the
organization)

2 Officer — A person elected or appointed to manage the organization’s daily operations, such as a president, vice-president, secretary or treasurer.
The officers of the organization are determined by reference to its organizing document, bylaws or resolutions of its governing body, or as otherwise desig-
nated consistent with state law, but at a minimum include those officers required by applicable state law. Include as officers the organization’s top manage-
ment official and top financial official (the person who has ultimate responsibility for managing the organization’s finances).

3 Key Employee — An employee of the Organization who meets all three of the following tests: (a) $150,000 test: receives reportable compensation
from eh Organization and all related organizations in excess of $150,000 for the year, (b) Responsibility Test: the employee; (i) has responsibility, powers, or
influence over the Organization as a whole that is similar to those of officers, directors, or trustees; (i) manages a discreet segment or activity of the Organiza-
tion that represents 10% or more of the activities, or shares authority to control or determine 10% or more of the Organization’s capital expenditures, operat-
ing budget or compensation for employees; and (c) Top 20 Test: is one of the 20 employees (that satisfy the $150,000 Test and Responsibility Test) with the
highest reportable compensation from the Organization and related organization for the year.
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