
Sample to Modify

Executive Compensation Sample Policy

I. [Name of Ministry] Compensation Philosophy
a. The compensation plan will support our ministry’s mission, strategy, and values.
b. We will pay for performance, skills and competencies, development and growth, effectiveness, and visible commitment to the ministry.
c. The compensation structure will encourage recruitment, retention, and motivation of outstanding executives so that the ministry can achieve its mission and objectives.
d. Our compensation structure may include base salary, retirement and other benefits, and performance-based pay appropriate to the nonprofit marketplace.
e. Our compensation system will include periodic adjustments to pay ranges based on changes in the marketplace, subject to ministerial financial constraints.  All adjustments to pay will be consistent with practice in the nonprofit marketplace.
f. The marketplace adequacy of the compensation structure will be judged in terms of total compensation, including benefits; the total packages will be competitive with the marketplace, subject to ministerial financial constraints.
g. The compensation structure will be linked to an effective performance management system with individual growth and development as well as professional achievement goals.
II.   Approving Compensation
a. The compensation of all disqualified persons (defined below) for each year, or the terms of compensation for a multi-year contract will be established by the board in advance. If any board members are employees of the ministry or related to disqualified persons receiving compensation, they may provide information to the board, but will leave the room and not participate in the discussion or decision-making by the board. The minutes will reflect that they were not in the room during the discussion and vote.
b. “Disqualified persons”
i. The primary definition includes board members, the top leader, CFO, Controller, any vice president responsible for a substantial portion of the ministry, any person (if not listed previously) able to exercise substantial influence over the affairs of the ministry.
ii. Any person who has held any of the above positions in (i) within the past five (5) years.
iii. Any family member of a person in (i) or (ii) including spouse, ancestors, descendants, siblings, spouses of siblings, and spouses of descendants.
c. In considering compensation, all elements will be provided to the board, including (but not limited to) the value of all employee benefits whether taxable or not, housing allowance or value of provided housing, the value of vehicles to the employee or the family of the employee, and retirement plan contributions.
d. The chairman of the board or a board compensation committee will meet with the top leader in advance of board compensation discussion to consider with the top leader his or her projected needs for the coming year, perspective on his or her compensation, and the types of benefits or “perquisites that might help the top leader personally, in their family, and in their job.” The top leader input on how the ministry’s compensation philosophy may apply to him or her will be requested.
e. Prior to a final vote on the compensation, the board will collect information regarding amounts paid by comparable ministries for comparable services and consider how the proposed compensation compares to such comparison information. If the amount proposed as compensation seems high based on the comparison information, the board will consider collecting additional information or obtaining a professional compensation opinion.
III.   Contemporaneous Documentation
The vote by the board will be recorded in the meeting minutes within thirty days after the meeting, including the amount authorized and references to the comparison information. Full collected compensation information and any compensation opinions provided to the board will be kept with the board records.
IV.   Monitoring Compensation
a. At least annually, the Chairman of the board will review the compensation package being provided to the top leader, and any other executive level employees who are disqualified persons, to assure that it is being followed, and that it remains adequate.
b. At least three times a year, at random intervals, a representative of the board will review the expense reports of the top leader, to assure that timeliness and documentation requirements are being met.
c. Reports of the Chairman and board representative of their respective reviews will be provided to the rest of the board.



