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Action/Information Item 
 

Personnel, Evaluation and Nominations (PEN) Committee 
 

Consideration of EDFUND Executive Compensation Policy [Item 11 of BSA 
Recommendations – Status Update] 

 
 
 

The Bureau of State Audits (BSA) April 2006 report found that EDFUND’s 
policy does not meet federal requirements for executive salary 
determination, nor does it comply with its own policy.  BSA recommended 
that the Commission ensure that EDFUND complies fully with federal 
regulations and its policy governing salary setting for its executives, 
including modifying its policy to address Board Members who have a 
conflict of interest and ensuring that its consultants compile comparable 
compensation data solely from similar financial related organizations.  The 
Commission process established in response to BSA’s recommendation 
requires that the EDFUND Board seek advice of outside legal counsel on the 
adequacy of the compensation comparison methodology used by EDFUND 
in meeting federal requirements for nonprofit tax-exempt organizations.   
 
The EDFUND Board Personnel and Nominations (PEN) Committee has met 
numerous times with Watson Wyatt, the compensation consulting firm 
engaged to assist the EDFUND Board with the review of existing executive 
salary policy and process.  Enclosed is the resulting draft comprehensive 
Executive Compensation Policy developed by EDFUND staff.   
 
However, CSAC staff, including the Executive Director who is an ex officio 
Board Member, was excluded from the PEN Committee meetings during 
which Watson Wyatt presented its recommendations.  On November 17, 
2006, CSAC staff participated in a teleconference with Ann Costelloe, 
Watson Wyatt Senior Consultant, to better understand the rationale and 
process undertaken by EDFUND in recommending the policy.   There has 
been insufficient time for CSAC staff to thoroughly analyze the draft policy 
to ensure that the State’s interests are protected and appropriate.  As a 
result, CSAC staff cannot recommend action until all of staff’s questions 
and concerns are sufficiently addressed. 
 
  
Recommended Action:    No action at this time. 

 
 

Responsible Staff:  Janet McDuffie 
Chief, Management Services and Acting Chief, 
Federal Policy & Programs 
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