TRIGQMET Memo

Date: January 13, 2016

To: Board of Directors

From; Neil McFarlane WML%\

Subject: Mid-Year Move Ahead Compensation (“MAC Money") for Non-Union Employees

Attached is a memo and spreadsheet detailing the implementation of the one-time Move Ahead
Compensation (“MAC Money”) adjustment for eligible non-union employees who are performing well and
whose salary is below midpoint.

Here is a summary of the basis, implementation and impact for this adjustment:
1) Basis

Overall concern about non-union personnel are positioned relative to the market resulting from salary
freezes imposed during the Great Recession.

*  As unemployment falls, we are susceptible to flight risk.
= Non-Union turnover has been rising steadily since 2011
Ended calendar year 2015 with non-union turnover at about 13.5%.

« Non-union employee concerns about compensation stand out in the 2015 employee survey.
o Compensation category ranked dead last in relation to the other survey categories
Also ranked very low in absolute terms.

» Concerned about how the non-union workforce is positioned to the market compared to the union
workforce.
> Despite a market adjustment for certain non-union transportation and maintenance operations
positions during the last fiscal year, salary compression between union employees and first-
level non-union supervisors remains an issue
Salary compression makes it difficult to recruit out of the union ranks to fill non-union
supervisor positions.
2) Implementation and Impact

»  Effective the first full payroll period in January 2016; salary expense for the MAC Money
adjustments is approximately $261,571.

¢ 242 employees out of the 425 total non-union employees are eligible.

+  Can be funded out of the current-year fiscal appropriation for personnel expense.

» 2015 performance ratings and employees' comparatios were used (salary as a % of salary range).

. $261,571 is enough to increase the average comparatio of eligible employees from 91.43% to 92.70%.
»  The base annual salary adjustment is $310 for full-time employees, which is then increased by formula

taking into account refative performance and salary as a percent of midpoint so that the largest individual
annual salary increase is $3,231.
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MEMORANDUM

TO: Compensation File

FRCM: Randy Stedman ﬂ/

COPY: Neil McFarlane
5UBJ.: Mid-Year Move Ahead Compensation (“MAC Money”) for Non-Union Employees
DATE: January 11, 2016

Management has determined that it is in the best interests of the District to implement a one-time
Move Ahead Compensation adjustment (“MAC Money”) for eligible non-union employees. Salary
adjustments for eligible individuals will be effective the first full payroll period in January 2016, which
begins January 3. The salary expense for the MAC Money adjustments is approximately $261,571, and
the fully burdened expense with benefits is expected to be approximately $350,000. This mid-year
adjustment is a one-time adjustment for reasons more fully described below and can be funded out of
the current-year fiscal appropriation for personnel expense.

The MAC Money adjustments stem from an overail concern about how the District’s non-union
personnel are positioned relative to the market, resulting from salary freezes and other salary
constraints imposed during the Great Recession. Many highly experienced and high-performing
employees are well below their salary range midpoints, which are set at the market average.

As unemployment falls, we are susceptible to flight risk. Non-Union turnover has been rising steadily
since 2011, and we ended calendar year 2015 with non-union turnover of about 13.5%. Some of that is
attributable to PMLR positions ending, but voluntary resignations are about double what they were in
2010 and 2011.

Non-union employee concerns about compensation also stand out in the 2015 employee survey. The
compensation category ranked dead last in relation to the other survey categories; it also ranked very
low in absolute terms.

Finally, we are concerned about how the non-union workforce is positioned to the market compared to
the union workforce. Despite a market adjustment for certain non-union transportation and
maintenance operations positions during the last fiscal year, salary compression between union
employees and first-level non-union supervisors remains an issue. Salary compression makes it difficult
to recruit out of the unian ranks to fill non-union supervisor positions.

Eligibility for MAC Money is limited to employees currently below the salary range midpoint who are
performing at a high level. We used 2015 performance ratings and employees’ comparatios (salary as a
% of salary range midpoint) as the eligibility criteria. A non-union employee is eligible for MAC Maney if
his/her comparatio is less than 100% (midpoint)} and if their 2015 “Performance” and “Value Added”
performance ratings tatal 7, or higher, when added together.' Using these criteria (more fully fleshed
out below), 242 employees out of the 425 total non-union employees are eligible.

An employee’s combined performance rating and comparatio are used to determine multipliers that are
used to calculate individual MAC Money awards. Using the first chart below, a multiplier is selected
based upon an employee’s comparatio and applied to the employee’s base salary. For example, the
base salary of an employee with a comparatio of 99% is multiplied by 1%. As comparatio decreases by

! Both “Performance” and “Value Added” ratings use a 5-point scale; 5 is high.



each 1 percentage point, the multiplier is increased by a 1/10™ of a percentage point, up to 3%. Thus, if
the comparatio is 85%, then the first muitiplier is 2.4%.

The second multiplier is based upon an employee’s combined performance rating. As shown in the
second chart below, if an employee’s combined performance rating is 7, then the second multiplier is
70%, and the employee receives 70% of amount produced by the first multiptier. For each one point
increase in the combined performance rating, the second muitiplier is increased by 10% percentage
points, up to 100%. Thus, for example, if an employee’s combined performance rating is 8, then the
second multiplier is 80%. The only exception is for employees hired in 2015 who did not receive a
performance review. For those employees, we assumed the base performance rating is 7, so the second
multiplier is 70%.

Using this formula, a $261,571 MAC Money allocation is enough to increase the average comparatio of
eligible employees from 91.43% to 92.70% ~ a modest, but meaningful amount. The lowest base
annual salary adjustment for all eligible non-union employees is $312 for fuil-time employees?, which is
then increased, as described above, so that the largest individual annual salary increase is $3,231.

Comparatio 1* Multiplier Combined 2™ Multiplier
Performarice Rating
99% 1.00% 7 70%
98% 1.10% B 30%
97% 1.20% 9 90%
96% 1.30% 10 100%
95% 1.40%
54% 1.50%
93% 1.60%
92% 1.70%
91% 1.80%
90% 1.90%
B9% 2.00%
88% 2.10%
B7% 2.20%
86% 2.30%
5% 2.40%
34% 2.50%
83% 2.60%
32% 2.70%
B1% 2.80%
80% 2.90%
<80% 3.00%

Attached is the final spreadsheet showing the eligible employees and the amount of the salary increase
recommended using this methodalogy.

! There are two part-time employees with pro-rated increases of less than $310.
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