
Interactive Exercise #1 
Course 12: IRS Reasonable Executive Compensation 

 
 
We begin by opening ERI’s Executive Compensation tool. Make sure the Individual Profile tab is 
selected. This module reports base salary, incentive, and total cash compensation for more than 2000 
executive jobs. Compensation ranges are shown based upon company revenue size, industry, location, 
and pay strategy.  
 
Make sure “Base Salaries” is selected under Compensation Type. 
 
Under Job Title, select the Browse button. 
 

 
 
 

The Browse Jobs box displays. Begin typing “Chief Executive Officer” in the Search field. When it is 

highlighted in the list, press the OK button to return to the Individual Profile module.  

 
Note the Job Description that can help you match jobs in your company with ERI’s job titles. 
 



 
 
Select the Area Browse button. 
 

 
 
 
In the Browse Areas box, if United States Average is not already selected, begin typing “United States 
Average” and when it is highlighted, press the OK button. 
 



 
 

 
Back at the Individual Profile module, press the Industry Browse button.  
 



 
 
 
In the Industries box, type “Plastics” in the Search Industries field and press the Search button. 
With “Plastics” highlighted in the list, press the OK button. 
 

 
 

 
 
 



In the Analysis Based on Revenue field enter “2,200,000” and then select January 1, 2027, as the Salary 
Planning Date. 
 

 
 

 
 
If you would like to adjust the target to lower or upper revenue levels, select $ Revenue. 
 

 
 

 
 

 



The Change Revenue box displays. You can delete or add revenue levels to create a personalized table. 
Delete the current revenue amounts except, “2,200,000,” and add “3,000,000,” and “1,500,000.” Press 
the OK button to return to the Individual Profile screen. 
 

 
 
If necessary, change the data from “Mean” to “Median,” by selecting Percentiles. 
 

 
 
 
 
In the Modify Percentiles menu box, in the Average column, select Median and press OK. 
 



 
 
 
Now, the Individual Profile module displays a range of median base salaries. If you would like to view the 
data for total cash compensation (base salary + incentive), use the drop-down menu below 
Compensation Type and select “Total Cash.” 
 

 
 

 
 
We now see that based on the projected planning date, the median total cash compensation for a CEO in 
this industry and company size is $243,289. The range from the 10th to 90th percentile is $119,212 - 
$404,590. 
 
Andy’s total compensation of $106,000 is below total cash compensation at the 10th percentile. He is 
clearly not overpaying himself so we can conclude that Andy’s compensation is reasonable. 
 



 
 

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

 


