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This document is a sample for general information and background purposes.  It is not 
intended to provide legal advice.  Please consult legal counsel before adapting this 

document for your use and the particular facts and circumstances of your organization.  
If you wish to consult with a lawyer at Riddell Williams regarding this document or for 

related advice, please contact Pamela Grinter at pgrinter@riddellwilliams.com or 
206-389-1568. 

POLICY ON THE PROCESS FOR DETERMINING COMPENSATION 

________________________________ 

1. Purpose.  The purpose of this Policy on the Process for Determining 
Compensation is to protect the interests of __________________  (the “Organization”) 
when it is determining the compensation for certain employees of the Organization. 

2. Application.  This Policy applies to the compensation of the following persons 
employed by the Organization: 

(a) Chief employed executive – The Chief Executive Officer, executive 
director, or top management official (i.e., the person who has ultimate responsibility for 
implementing the decisions of the Organization’s governing body or for supervising the 
management, administration, or operations of the Organization). 

(b) Officers – Any 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 designated consistent with 
state law. 

(c) Key Employee – An employee of the Organization who meets all three of 
the following tests:  

(i) $150,000 Test: receives reportable compensation from the 
Organization and all related organizations in excess of $150,000 for the year.  

(ii) Responsibility Test: the employee:  (a) has responsibility, powers, 
or influence over the Organization as a whole that is similar to those of officers, 
directors, or trustees; (b) manages a discrete segment or activity of the Organization 
that represents 10% or more of the activities, assets, income, or expenses of the 
Organization, as compared to the Organization as a whole; or (c) has or shares 
authority to control or determine 10% or more of the Organization’s capital 
expenditures, operating budget, or compensation for employees.  

(iii) 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 organizations for the year. 
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3. Compensation Process.  The process shall be as follows: 

(a) Review and approval.  The compensation of the person shall be 
reviewed and approved by the Executive Committee or compensation committee of the 
Organization, excluding persons with conflicts of interest with respect to the 
compensation arrangement at issue. 

(b) Use of comparable data.  The compensation of the person shall be 
compared with data from the American Society of Association Executives Salary Survey 
which provides comparable compensation for similarly qualified persons in functionally 
comparable positions at similarly situated organizations. 

(c) Contemporaneous documentation and recordkeeping.  The 
Organization shall is contemporaneous document and retain relevant information with 
respect to the deliberations and decisions on compensation arrangements. 

 
 
4814-4759-1940.01  


