Disclosures Related to Executive Compensation

Rules that OVW will be adhering to regarding “Disclosures Related to Executive Compensation”:

Disclosures Related to Executive Compensation
Any applicant that is a nonprofit organization that uses the Internal Revenue Service's three-step safe-harbor procedure for establishing a rebuttable presumption that its executives' compensation is reasonable, must provide the following: 

(1) a brief description of the process used for determining the compensation of its officers, directors, trustees, and key employees, including the independent persons involved in reviewing and approving such compensation (in lieu of a description, an applicant may submit its written compensation policy); 
(2) the comparability data used in establishing executive compensation; and 
(3) contemporaneous substantiation of the deliberation and decision regarding executive compensation. This third element can usually be addressed by submitting minutes from board meetings where compensation was considered and approved.

Applicants that want to learn about best practices for establishing compensation for their
executives and the IRS's safe-harbor procedures can find more information through the National Council of Nonprofits, http://www.councilofnonprofits.org/nonprofit-executive-compensation-policy.

The attached document is the Sample Cover Letter that was also included in the solicitation that we were to model our disclosure after.
[bookmark: _GoBack]This is taken from the link above and I think helps to clarify some of the above.

Defining what is "reasonable" requires a comparison. Protect your nonprofit and its board members from potential penalties by following the IRS 3-step process below:  
As described by the IRS in the Form 990 and instructions to the Form 990, the review process must include three elements:

(1) review by an independent body (such as a compensation committee or the executive committee, as long as no one on the review body is employed by the nonprofit); 
(2) use of "comparability data," such as salary surveys, that provide data from nonprofits of similar mission focus, budget size, and geographic region, and 
(3) documentation (usually through minutes of the meeting) of the board's consideration and approval of the compensation. Sample policy. 

(Source: Section 4958 of the Internal Revenue Code and Treasury Regulation section of 53.4958-6 and The IRS Report on Exempt Organizations Executive Compensation Compliance Project Parts I and II.) - See more at: http://www.councilofnonprofits.org/nonprofit-executive-compensation-policy#sthash.t1JSZudL.dpuf
