
Interactive Exercise #2 
Course 12: IRS Reasonable Executive Compensation 

 
 

Again, you will use ERI’s Executive Compensation Assessor. You’ve already entered this information 
(see Interactive Exercise #1) or if need be, enter it again: 
 
Position: Chief Executive Officer 
Industry: SIC Code 3080 
Area: United States Average 
Revenue: $2,200,000 
Salary Planning Date: 1/1/2027 
 
When the default Individual Profile screen displays, you will press the Survey & Proxy Analyses tab. 
 
 

 
 

 
In the Percentiles dropdown, select Median if it is not already selected and confirm the Salary Planning 
Date is 1/1/2027. 
 
The Survey & Proxy Analyses table gives total compensation and the total maximum reasonable 
compensation on the planning date for a CEO for this type of organization. 
 
The total median compensation is $533,339 
 



 
 
 
If necessary, scroll to the right to see Maximum Reasonable Compensation. 
 
In this section of the table, total cash is $622,555. Andy’s total compensation with bonus would be 
$106,000 + $472,500 = $578,500. This is below the maximum reasonable level, so Andy does not need 
to make any adjustments. 
 

 
 

 
To get the maximum reasonable compensation for Loren, the CFO, select Add Job. 
 



 
 

 
The Browse Jobs box displays. In the Search field enter CFO and when it is highlighted in the list of job 

titles, press the OK button. 

 

 

 



Now, in the Survey and Proxy Analyses table, you can see that the maximum reasonable cash 

compensation for a CFO would be $410,276. 

Since Loren does not work full-time, this value needs to be adjusted: $410,276 x 0.625 = $256,423. Her 

cash compensation with bonus that year would be: $62,000 + $202,500 = $264,500. This is above the 

maximum reasonable amount and should be reduced. 

 

 

Only Loren would have to reduce her bonus for the year, so she does not exceed maximum reasonable 

compensation and incur higher taxes and penalties on the company.  

This ends the tutorial portion of this exercise. Please close this PDF. Then press the Next button on the 
Problem Statement page to continue. 

 


