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Memorandum

TO: Mayor andCity Councilors

FROM: ChristopherC. Eppley,City Manager

DATE: September5, 2007

SUBJECT: CompensationPolicy

H~tory

On May 1, 2004, theCity Council votedto revisetheCity’s compensationpolicy. This
wasdoneto reflect thecollectivebargainingagreementwith theKPA thatdictatesa 1%
minimumand3%maximumCOLA in any givenyear,basedon thePortlandCPI-W.

The 2004policy replacedthe policy adoptedin 2000,which wasthe versionthat really
changedthe way the City views compensationanalysis. The 2000policy solidified the
comparatorsthe City will usewhenconductingsalarysurveysandidentifieda minimum
amountoftimethatshouldlapsebetweensalarysurveys.

The2000versionreplacedthecompensationpolicy thatwasadoptedonJuly 6, 1998and,
which had little or no detail in theseregardsexceptto saythat the City Managercould
initiate salarysurveyswheneverhe/shefelt it necessary.Oneotherinterestingdifference
betweenthe 1998 police and the 2000 policy is that the earlier one directedthat City
classificationsshouldbe comparedto appropriatepublic ANDprivatesectorpositionsfor
comparability while the 2000 policy setsspecific comparators,all of which are public
agencies.I haveincludedcopiesofeachofthesepoliciesfor yourreview.

Issuesstaffwouldlike re$olved

Other than the main questionof whether or not to make changesto the existing
compensationpolicy, staffwould like acoupleofspecific itemsaddressedfor conducting
andanalyzingfuturesalarysurveys.

1’ Time frame betweensalary surveys: Since2000,wehavebeenusing3-yearsasa
goodbenchmarktime lapsebetweensalarysurveys. This coincidentallymatchesup
well with ourcollectivebargainingcontractrenewaldatesand allowsus to go into
negotiationswith freshcompensationdata,which is a solid benefitfor management
becausetheparty thatcontrolsthe informationalwayscontrolsthediscussion.

/ Factorsto usewhen analyzing data: As staffbeginsto analyzethe dataprovided
with a salary survey, thereare many different ways to interpretthe information.
Beloware themain pointswewould like theCouncil to give definitive directionon
for future salary surveysso that these issuesdo not becomecontroversialin the
future:



1. Median versusmean: Onepoint of discussionthat cameup this yearis
whether it is more appropriateto use the median or the mean when
comparingdata. Staff recommendsusing the medianfor a numberof
reasons,First, it is the benchmarkwe haveusedin pastsalary surveys;
second,databasedon the medianis far less likely to be swayedgreatly
onewayortheotherby high or low datapointsin asmall datasetwhereas
themeanis moreusefulto find a truecentervaluewhenyou havea very
largedataset; third, the industrystandardsupportsthe useof themedian
in caseslike ours.

2. Salaryonly versustotal compensation: Another point of discussion
that cameup this yearis whetherto baseouranalysison salaryonly versus
thevalueofthetotal compensationpackage. Staffrecommendsstudying
each of these factors separately and making decisions on them
independentlyofoneanother.

This is becausesalariescan be reviewedacrossthe boardasa relatively
straight forward apple to applecomparisonwhile benefit packagesare
extremelydiverseandhavewildly differingvaluesfrom agencyto agency.
For example Agency A and Agency B may offer the exact same
medical/dentalinsuranceplanfrom the samecarrier(s)to their employees
atthesamecostto employees(meaningthat this componentof thebenefit
packagehasthe samevalueto the employeein termsof recruitmentand
retention)but may cost $1,200/monthfor family coverageat Agency A
and$750/monthfor family coverageat AgencyB meaningthat thebenefit
cost to the Agency is very different while the valueto the employeeis
constant.

This typeofvariationin costofbenefitsfrom Agencyto Agencymakesit
very difficult to study comparability using total compensationas the
benchmark. It is moreusefulto studysalariesasa standalonefactor and
thenview benefitpackagesseparatelyin termsof thecomponentsoffered
within a packagebetweenAgenciesasopposedto thecostofeachofthe
componentswithin the individualpackages.

3. Numberofmatchesrequired for a goodcomparison: How many
marketmatchesarerequiredfor thedatato beconsidereddeepenoughto
usein ouranalysis?Staffhasno realopinionon this matterexceptthat in
somecases,ourpositionclassesarebroaderthanmanyofour comparators
sincewehaveintentionallykept ourstaffing levels low, therefore,it can
be difficult to obtain a largenumberof matchesin our market. What
procedureshould be usedwhenthe minimum numberof matchesis not
ableto beobtainedfor aparticularposition?

4. Retroactivity: When a salary survey is conductedand it takes
longer than the beginningof a new fiscal year to completeand adopt,
should resultsbe applied retroactivelyto the beginningofthe first fiscal



yearthatoccursafterthesurveywas initiated? This hasbeenpastpractice
andstaffwould like to havethis pointclarified forfutureapplication.



Employment Policies
Policy No. 20.100

SECTION: SALARY AND PAY ADMINISTRATION
TOPIC: Compensation Policy Revised Effective Date: May 1, 2004

Policy
It is the policy of the City of Keizerto provide acompensationpackage,that includessalaryand
benefits, which is consistent and fair for represented and unrepresented employees (within the
constraints ofratified union contracts) and is a wise use of taxpayer funds.

II. Scope - This policy applies to all full-time and part-time employees, except those individuals who are
in a collective bargaining unit.

III. Purpose— To provideuniform and objective procedures for the compensation administration within
the City of Keizer and to provide City employees with competitive and equitable wages.

IV. Responsibility
The City Manager is responsible for this policy as it relates to the overall financial integrity of the
City. The administration of this policy is the responsibility ofthe [-luman Resources Director,
including annual salary matrixadjustments.

V. GeneralProvisions
A. Salary Matrix

The City Council recognizes that fluctuations in the state’s economy will affect the market value
of salaries. The salary matrix shall automatically be amended each calendar year in July to reflect
these fluctuations by incorporating any increases necessary into the matrix as determined by the
CPI-W (Consumer Price lndex-W) for the prior year (January-December). Notwithstanding,
these CPI increases will be subject to a minimum increase of one percent (1.0%) and a maximum
increase ofthree percent (3.0%). If the Portland CPI-W indicates a reduction, no change will be
made to the matrix. The initial salary matrix shall be constructed by using the current minimum
wage for Range 1/Step I and allowing for three percent (3%) increases between Steps and five
percent (5%) increases between Ranges.

All unrepresented employees will be placed within a range and step within the Salary Matrix as
determined by the average comparison of a like position in a comprehensive salary survey of
corresponding governmental jurisdictions. The initial placement ofemployees within the Salary
Matrix shall be made by the Human Resources Director, as approved by the City Manager.

These comparibles, based on jurisdictions that are within the recruitment basin who are
considered viable recruitment competition, and/or which have comparable size, will be:

Albany McMinnville Oregon City Tigard
LakeOswego Milwaukie Salem Tualatin
Marion County Newberg State ofOregon Woodburn

Salary surveys for all classifications will be performed on a schedule ofno less than every three
years.

Individual classifications may be surveyed by request ofthe majority of incumbents within that
classification in intervalsof no less than twelve (12) months. Individual classifications may also
be surveyed at the discretion of the City Manager.

PersonnelPolicies— 20.100 CompensationPolicy Page1 of 2
Effective Date: May 1, 2004



All salary surveyswill beconductedby anindependentcontractorselectedby theCouncil
throughthe REP process.Surveyswill compare position descriptions and duties.

B. SalaryIncrease
Employees may receiveincreasesin their salaryby:

I. A new employee may receivean increaseupon successfulcompletionof six continuous
months of employmentand a successfulperformance appraisal. If the performance appraisal
rating indicatesthat the employee’s performance meetsor exceeds expectations, an increase
in basepaymaybeauthorized.

It is the expectationthatall newhireswill startat StepOneofthe SalaryMatrix, Department
Headshavethediscretionof startingnewhiresup to StepThree. TheCity Manageris
authorizedto startnew hiresup to themedianrange(upto Step5) ofthe Salary Matrix for
eachposition. For newemployeeshiredat asalaryabovethemedianrange(Steps6 -~ JO),
theCity Managerwill makeareportto theCity CouncilManagementCommittee.

2. Receivingannualcostof living increases.

3. Receivingannualstepincreases,basedon satisfactoryjob performanceuntil theyreachthe

maximumstep(10)

4. Discretionarymerit increasesas approvedby the City ManagerandCity Council.

5. Re-classof aposition into ahigherrangewithin the salarymatrix basedon the mostrecent
salarysurvey. Placementof employeeswithin thesalarymatrixshallbemadeby the Human
ResourcesDirectoras approvedby the City Manager.

7. All increasesaresubjectto availability offu~ds.

C. PayDecrease
In ademotionor voluntarymovewhereajobchangesto apositionthat is gradedlower thanthe
previouslyheldposition,apaydecreasemayoccur.

D. Promotion
Upon promotion,an employeeis eligible for apayadjustmentto at leastStepOneofthenew
range. If theemployee’spayalreadyexceedsStepOne,theemployeewill be placedatthenext
stepofthenewrangewhich resultsin atleasta threepercentincrease(3.0%).This increasemay
bedelayedordeferredattheCity’s discretionpendingdemonstrationby theemployeeof his or
herability to satisfactorilyhandlethe responsibilitiesof thenewposition. Thisperiodis limited
to ninetydays.

E. Transfer
Whenanemployeeis appointedto apositionin adifferent classificationwhich hasthesamepay
rangeor to adifferentposition in thesameclassification,the rateof paywill remainthesame.

F. Additional Compensation
Any city employeeis eligible to receiveasecondlanguagedifferentialof two andone-half
percent(2.5%)if heorsheis requiredto acquirethis skill or if theCity Managerdeterminesthat
thesecondlanguageis ofbenefitto theCity. Employeemustbefluentin the languageas
determinedby theCity Manager,baseduponastandardandtestingprogramin assistancewith
local areacollegesand/orcourtapprovedtranslators.

PersonnelPolicies—20.100CompensationPolicy Page2of 2
Effective Date: May 1, 2004



EXHIBIT ~‘A

City of Keizer
PersonnelPolicies

PolicyNo. 100.000

SECTION: Compensation
TOPIC Salary EffectiveDate July 1, 2000

It is thepolicy oftheCity ofKeizerto providea compensationpackage,that includessalary
and benefits,which is consistentandfair for representedandunrepresentedemployees(within
the constraintsof ratified unioncontracts)andis awiseuseof taxpayerfunds.

TheCity Councilrecognizesthat fluctuationsin thestate’seconomywill effect the
market valueofsalaries.Thesalarymatrix shallautomaticallybe amendedeach
calendaryearm July to reflectthese fluctuationsby Incorporatingany Increases
necessaryinto thematrix asdeterminedby theCPI-W (ConsumerPriceIndex-w)for
theprior year(January-December).If theCPI-W indicatesareduction,no change
will bemadeto thematrix. Theinitial salarymatrixshallbeconstructedby usingthe
currentminimumwagefor Range1/Step1 andallowingfor threepercent(3%)
increasesbetweenStepsand fivepercent(5%) increasesbetweenRanges.

II. All unrepresentedemployees.willbeplacedwithin arangeandstepwithin thesalary
matrucasdeterminedby theaveragecomparisonofa like positionin acomprehengive
salarysurveyofcorrespondinggovernmentaljurisdictions Theinitial placementof
employeeswithin thesalarymatrixshallbemadeby theHumanResourcesManager
asapprovedby theCity Managerand thePersonnelCommittee.

(A) Thesecomparibles,basedonjurisdictionsthat arewithin therecruitmentbasin
who areconsideredviablerecruitmentcompetition,and/orwhichhavecomparable
size,will be:

Albany Milwaukie StateofOregon
LakeOswego Newberg Tigard
MarionCounty OregonCity Tualatin
McMirmville Salem Woodburn

(B) Salarysurveysforall classificationswill beperformedon ascheduleofno less
thaneverythree(3) years.

(C ) Individual,classificationsmaybe surveyedby requestofthemajority of
incumbentswithin thatclassificationin inter’~a1~ofno lessthantwelve (12)months.
Individual classificationsmayalso be surveyedat thediscretionoftheCity Manager.

(D) All salarysurveyswill be conductedby an independentcontractorselectedby the
Council throughtheRFP process.Surveyswill comparepositiondescriptionsand
UULtC~.



III. Salariesofall newhires can be authorized by theCity Managerup to the median
rangeof the salary matrix for eachposition. New employeeshired at a salary
abovethe median range (Steps6 — 10), the City Manager will makea report to
the City Council ManagementCommittee.

IV. Employeesmay receiveincreasesin their salary by;

(A) receiving annual costof living increasesbasedon 100.000(I)

(13) receivingannualstep increases,basedonsatisfactoryjob performanceuntil they
reachthemaximumstep(10).

(C ) discretionarymerit increasesasapprovedby theCity ManagerandCity Council.

(D) re-classoftheirpositioninto ahigherrangewithin thesalarymatrix basedon the
mostrecentsalarysurvey. Thesalaryrecommendationsfrom theinitial surveyshall
be retroactiveto January1, 2000. Basedon the initial salarysurvey,theplacementof
employeeswithin thesalarymatrix shall bemadeby theHumanResourcesManager
asapprovedbytheCity ManagerandthePersonnelCommittee.Placementof
employeesshallbe donebasedon subsequentsurveysin thesamemanner.

V All bargainingunit employeessalarieswill be determinedbasedon thetermsoftheir
currentcontract.

VI Any city employee(representedandun-represented)is eligible to receivea second
languagedifferentialof2.5% if they arerequiredto acquirethis skill or if theCity
Managerdeterminesthat thesecondlanguageis ofbenefitto theCity. Employeemust
be fluent inthe languageasdeterminedby theCity Manager,baseduponastandard
andtestingprogramin assistancewith local areacollegesand/orcourt approved
translators.



SECTION 4.5. WORKINGOUT OF CLASSIFICATION.

Any employee designated by the City as acting~ in a capacity
in a higher position and performing all the duties of the higher
position than the employee’s regular classification shall receive
the pay for that position after ten (10) working days in such
assignment for the remainder of the assignment.

SECTION 4.6. MAINTENANCEOF THE CLASSIFICATION PLAN.

4.6.1. The City Manager is responsible for maintaining
the classification plan through periodic review.
Based on these reviews, recommendations are made
to the City Council to establish new classes or to
make revisions to current classes.

4.6.2. Department heads are responsible for notifying the
City Manager of any regular and ongoing changes in
positions. An employee may also request of the
department head or City Manager that his/her
position be reviewed to determine whether it is
properly classified. The City Manager will make
the necessary investigation of any such request
and any changes in lob classification will be
documented in written form.

4.6.3. The City Council may abolish an office, position
or class in the City and layoff, transfer, demote

TOr ~èc1ä~if~T the empIoy~(~Y~hoiding~ffected
positions.

ARTICLE 5 - PAY AND COMPENSATION

SECTION 5.1. POLICY.

The policy of the City of Keizer is to recruit and retain the
most qualified employees available with due regard to wages paid
by similar employers in a comparable labor market, to compensate
the employees based upon their duties and responsibilities and to
acknowledge those employees who have performe.d successfully. To
this end, the City will develop a pay plan which:

— Compensates employees according to the level of tasks1
responsibilities and other relevant job evaluation
factors; and

— Provides a system to acknowledge successful pei~formance
based upon the evaluation of the employee by the
employee’ s supervisor.
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SECTION 5.2. PREPARATION AND ADOPTION OF THE PAY PLAN.

5.2.1. The City Manager will recommend to the City
Council for adoption by resolution, a pay plan
covering all classes of positions, including the
minimum and maximum rates of pay and such
intermediate rates as are appropriate (salary
ranges).

5.2.2. The salary range assigned to each classification
will be established to reflect the differences in
the duties and responsibilities between it and
other classifications and to take into
consideration salary rates and benefits paid by
other employers for similar work in relevant
public and private employment, the City’s
financial condition, unusual problems of
recruitment and turnover and any other relevant
factors,

5.2.3.. The City Manager shall advise the City Council
concerning a compensation structure that is
reasonable. The City Manager may initiate salary
and compensation studies at any time.

SECTION 5.3. RATES OF PAY..

- - ~ 1~- ~ E~h-~mpleye~ w~U~be p~i&~t o~
of the steps of the ráñge prescribed fOr the
classification to which assigned, except as
provided for in the resolution adopting the plan.

5.3.2. Entrance salary: Normally an employee will be
appointed or reinstated at the first step (step 1)
of the range established for the classification.
Where economic conditions, unusual employment
conditions, availability of applicants or
qualifications of the candidate suggest a higher
starting rate; the City Manager may approve
employment at a higher rate of the appropriate
salary range.

5.3.3. Promotion: When an employee is promoted or
recla~sified to a higher classification, he/she
will be paid the minimum rate of the appropriate
pay range or at the step within the new range
which provides for an increase in salary,
whichever is greater.

5.3.4. Demotion: If an employee is voluntarily or
involuntarily demoted or reclassified to a class
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Jurisdiction Survey Information Comparables Used

Albany No written policy. Compensation is market driven with a review for Use population and labor market to determine comps. Generally compare
internal equity. Conducted salary survey in 2006 (LPG~)and used other cities having approximately the same population (plus and minus 50%)
total compensation, including wages, PERS, and health insurance which includes Keizer. 2006 survey also included some larger cities, such
contributions (only what the employer paid). as Gresham, Hilisboro, Beaverton, Eugene and Salem. Depending upon the
No policy states how often - verbally was told every 5 yrs. position, they use some counties, states agencies, and special districts.
Spot survey as necessary - in-house

McMinnville No written poficy. Last survey conducted in 2000 and was “...not sure which cities will be used (for current survey)
implemented over a 3-yr period (fiscal decision). in the process1’ (LGPI determines)
Median used.
Currently ~nthe process of a salary survey (LGPI) for
exempt employees and other selected posrtions.

Milwaukie No written policy. Compensation Is market driven with review for Look at proximity in location, number of employees
Internal equity. Review salaries only. Median used. population of City and size of general fund.
Normally use Miltiman Salary Survey ($600Fyr) Determined by HR Director

Oregon City As a result of a 2004 survey, conducted by outside consulting firm, Comparable cities are selected by using size, complexity, nature and scope
managementstaff were put on a pay-for-performance compensation. of services, economic character, and geography. Comp. cities are
Median Used as determined by City Commission Milwaukie, Gladstone, West Linn, Lake Oswego, Gresham, Hood River,

McMinnville, Newberg, Wilsonville, Yamhill, Hilisboro, Tigard, Portland
Clackamas County, and Yamhifl County.

Tualatin Unwritten policy verbally stated by previous City Manager, is Comparables were established by a committee of management and labor
that management salaries will be reviewed every 3 yrs. Which representatives in 1987 and again validated for the 2000 study. Comps are:
(corresponds with 3-yr bargaining unit agreements). If results are Lake Oswego, Tigard, Wilsonville, West Linn, Mitwauke, Oregon City and
questioned, an outside consultant is used to validate data. either Sherwood or Forest Grove, depending upon positions.
Median used.

9/7/2007
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Memo
To: Mayor Christopher, City Council
From: H. M. Adams Chief of Police

Via: Chris Eppley, City Manager

Date: 917/2007

Re: City Salary Survey Policy

Whenever there are substantial salary increases in the publicsector the public will always demand to
know the reason Ihechallenge is to create a compensation programthat acknowledges the publics
need to know and is based on quantifiable measures. The City of Keizer needs a system to ensure
appropriate compensation design and organization effectiveness. To ensure appropriate
compensationdesign and organization effectiveness the methodology used should evaluate jobs using
the job descriptions for each position. The process should use fundamental factors such as Know-How,
Problem Solving and Accountability to establish compensation.

A major goal of the City of Keizer compensation program is to provide compensation which is
consistent with the external labor market In order to attract, retain and motivate a sufficient number of
qualified employees. The salary survey currently used is conducted once every three years to provide
the primary data for use in establishing salaries, analyzing trends among similar jobs, and for
determining the appropriate market position (target). The City of Keizer has set our target at the
median salary range for the matching job descriptions of other government agencies within our
geographical area. This policy has repeatedly enabled management to successfully negotiate
collective bargaining contracts without having budget-crippling salary adjustments.

The collective bargaining agreement between the City and the Keizer Police Association list the
following agencies as our comparative Labor market Salem, Marion County, State of Oregon, Tualatin,
Woodbum, i0dbany, Lake Oswego, McMinnville, Newberg, Oregon City and Tigard. In the case of Utility
Billing often public utilities are a separate distnct from the city so our survey should also include these
districts when appropriate.

In addition to labor market compansons we need to focus on internal equity to ensure process equity in
the administration of the compensation system for job classifications with similar know-how, problem
solving and accountability in accordance with accepted industry standards.

Another important elementof our compensation program is to recognize and reward employees for
exceptional performance. Our nianagers are expected to set and achieve challenging performance
goals and we are held accountable with consequences for poor performance. A pay for performance
system encourages organizational cooperation and collaborative pursuit of City wide goals and
objectives,

I



The Police Department has had past success in recruiting talent and in most cases keeping the talent
on board, We are surrounded by numerous larger entities thatoffer higher pay and regularly recruit
members of our staff. In addition to the pressures of keeping our talent we are seeing a decline in the
number routinely of talented applicants responding to our recruitments. In the Police Department
where we use to routinely have 100 applicants for an opening our last two recruitments have been
much smaller. The last recruitment resulted in only 13 applicants.

In recent years the Planning Department and the Finance Department have experienced great difficulty
in attracting experienced candidates to fill vacancies. In recent years the Planning Department had to
conduct two separate recruitments to fill one position. In some cases the City has been only able to
recruit entry level employees and then train them to meet the broader needs of the City.

The City of Keizer management has worked hard to find just the right fit for our various positions. We
have staff members that routinely perform ahybrid of job duties. Where other cities may have
dedicated specialist for differentjobs, we have talent that performs the various skill sets with one
employee. One example of this process is the Keizer Police Department~sPolice Sergeants. Our
sergeants perform a blend of duties that include both front line police supervision and mid-level
management duties. A Keizer Police Department Police Sergeant~sjob description is a blend of a
Salem Police Department job description of a sergeant and a lieutenant

Keizer has grown into a medium size city and we have personnel policies that have aflowed us to be
successful with fewer but talented staffs. I encourage the City Council to continue our policies regarding
salary surveys and continue to make decisions based on data and not the emotions of a few
uninformed citizens or newspaper editors.
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