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Dear Committee Executives:

Please accept my comments concerning the Proposed Rule Changes regarding compensation for executives of non-profit agencies as published in the Federal Register on November 12, 2004.  I believe the proposed changes would severely burden not-for-profit companies in their quest to provide sustained employment opportunities for people with disabilities.  
Forcing non-profit organizations to operate under an artificial ceiling regarding executive compensation will give an unfair advantage to for-profit corporations in the recruitment of management and professional talent.  I am opposed to the proposed rule changes because I feel the long term effect will be to weaken non-profit agencies.  This, in turn, will create obstacles to growth and expansion.  Ultimately, persons with disabilities will become the victims because fewer employment opportunities for disabled persons will be available.    
Below is a partial list of my objections to the proposed rule changes.  Please review the comments and contact me if you have any questions.  Thank you.          

1.) I believe this to be a well-meaning but over-zealous reaction to some isolated cases of neglect or abuse of fiscal responsibility by some Community Rehabilitation Centers (CRPs).  This type of activity does not reflect the fine job of management represented in the vast majority of work centers.  Most CRPs are managed by conscientious and dedicated managers whose primary focus is the creation of jobs for persons with disabilities.
2.) CRPs are owned and operated by the communities they serve.  Each organization is unique and should be allowed to meet the needs of the community they serve without being forced into a mold that assumes all CRPs can operate in the same manner.  Each organization should be free to structure itself to fulfill the mission for which it was established.
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3.) The structure of the Board of Directors should be dictated by the needs of the community and of the CRP.  For example, the proposed initiative dictates that CRPs would be required to have a financial expert serving on their Board, yet it does not address minority quotas or representation from the disabled community.  This fails to support the very intent and purpose of the JWOD Program. 

4.) NISH and NIB already have the authority to regulate contract awards making further regulatory intervention unnecessary.  CRPs that fail to meet the important requirements of direct labor ratios can be excluded from contract awards.  Placing the burden of further requirements on CRPs would be detrimental to the sustained growth that allows for the creation of more employment opportunities for persons with disabilities.

5.) This proposal fails to address the issue of greatest importance - job creation for disabled persons.  Which is the greater sin – an organization that has gross sales of $2MM with a net loss of income that pays their senior executive $150,000 annually, or a CRP that generates $40MM in sales, exhibits consistent gains in assets, creates numerous new jobs through growth patterns, and pays their senior executive $300,000 annually?  Any proposed regulation must take into consideration the proportion of job placement, agency growth, completion of the CRP’s mission statement, and other factors that support the intent of the JWOD Program.  I do not believe that the Committee can place in writing a rule that covers all the needs of all CRPs regarding management compensation and Board makeup.  Regulations of this nature should be left in the hands of the community and the central non-profit agency.

6.) This proposed rule would allow for total compensation to exceed the ceiling of $207,000 only when the non-profit agency can show justification based on comparable data.  In most cases, the CRP will find itself competing for skilled management personnel against commercial producers who have no compensation restrictions.  The result will be an unfair advantage to commercial producers.  The playing field will not be level, and the end result may indeed be the loss of employment opportunities for persons with disabilities.  
7.) This initiative allows for adjustments but the adjustments are tied to benefits and compensation for Federal government employees.  How many CRPs can afford to balance a lower annual compensation with a retirement and benefit package comparable to that of the Federal government?  Even if they could, the result would be a lowering of compensation to non-profit management because the proposed initiative requires that benefits be included in the calculation of executive compensation. I suspect that the $207,000 ceiling does not include Federal retirement benefits, Presidential Rank Awards and retention allowances. Therefore the guidelines set forth by the committee are misleading. I believe the total maximum government compensation including retirement would vastly exceed the allotment dictated by the committee.
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Southeastern Kentucky Rehabilitation Industries is proud to participate in the Javits-Wagner-O’Day Program to provide employment opportunities to people who have severe disabilities.  Without this program, many disabled individuals would have great difficulty finding competitive employment.  Their economic situation as well as their self esteem would suffer.  I respectfully request that regulations which unnecessarily restrict management compensation not be placed on the non-profit community.  Persons with disabilities will be the ultimate losers if this occurs.
For additional consideration, please note the enclosed letter from our Congressman, Mr. Harold (Hal) Rogers.  Congressman Rogers is also concerned that these proposed rule changes will adversely affect the ability of CRPs to serve the disabled community.  

Thank you,

Tom Fields

Executive Director    
Southeastern Kentucky Rehabilitation Industries, Inc.
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December 1, 2004

Honorable Steven B. Schwalb, Chairman

Committee for Purchase From People Who Are Blind or Severely Disabled

1421 Jefferson Davis Highway

Jefferson Plaza 2, Suite 10800

Arlington, VA 22202-3259

Dear Mr. Schwalb:

On Nov. 12, 2004, the Committee for Purchase From People Who Are Blind or Severely

Disabled issued a proposed rule that would impose Sarbanes-Oxley type governance standards on community rehabilitation programs (CRPs) that operate under the Javits-Wagner-O’Day program (JWOD). I believe that these standards could have a deleterious effect on JWOD organizations nationwide, including Southeastern Kentucky Rehabilitation Industries (SEKRI), a CRP in my district.

CRPs provide qualified personnel, facilities and related services to persons with disabilities, enabling them to obtain and maintain competitive employment. Consequently, CRPs provide quality products and services to the federal government, which saves time and resources on contracts and paperwork.

Requiring these organizations to fulfill redundant and restrictive regulations as outlined in

the proposed rule could negatively impact the CRPs and those who benefit from their goods and services. For this reason, I would like to express my concern about the proposed rules, and strongly urge the Committee to reconsider before implementing these changes. I respectfully request that the Committee provide for an additional 180 days for comment and reflection before seeking to issue a final rule.

I sincerely appreciate your attention to this matter. Should you need additional information, please do not hesitate to contact me or Sarah Paff of my staff at (202) 225-4601.

Sincerely,

(signed)

HAROLD ROGERS
Member of Congress
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