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BACKGROUND

The Mid-Peninsula Water District contracted with Koff & Associates, Inc. to conduct a

comprehensive compensation study. Compensation findings, internal salary relationships, and
implementation factors and options are discussed in this report.

This compensation review process was precipitated by:
» The need for a Compensation Plan to address changes in service performance levels by
staff, ensure salaries are reflective of assigned duties, provide justifiable pay differentials

between individual classes, and maintain parity with relevant labor markets.

» The interest to ensure that internal relationships of salaries are based upon an objective

analysis including both quantitative and qualitative factors, resulting in equity across the
District.

STuDY PROCESS

Eenchmarking Classifications

All ten (10) of the District's classifications were selected to collect compensation data for within
the defined labor market. Survey classes that had the most consistent and useful survey data
were used as “benchmarks” in building the compensation plan. Benchmark classes are those
classes that are tied directly to market salary data during the salary setting process. These

classes are used as a means of anchoring the District's overall compensation plan to the
market.

The survey classifications included:

Administrative Services Manager
Customer Service Representative
Engineering Technician

General Manager

Maintenance Superintendent
Maintenance Worker
Mechanic

Project Coordinator

YVVYY
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Maintenance Foreman Pump-Regulator Specialist

When we contact the comparator agencies to identify possible matches for each of the
benchmarked classifications, there is an assumption that we will not be able to find comparators
that are 100% equivalent to the classifications at the District. Therefore, we do not just go by
job titles, which can often be misleading, but we analyze each class description before we
consider it as a comparator. Our methodology is to analyze each class description according to

the factors listed on page 4 and we require that a position’s “likeness” be at approximately 70%
of the matched position to be included.

When we do not find an appropriate match with one class, we often use “brackets” which can be
functional or represent a span in scope of responsibility. A functional bracket means that the job
of one classification at the District is performed by two classifications at a comparator agency.
A "bracket” representing a span in scope means that the comparator agency has one class that
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is “bigger” in scope and responsibility and one position that is “smaller,” where MPWD’s class
falls in the middle.

In all, of the ten (10) benchmarked classifications identified, we were able to collect sufficient
data from the comparator agencies on all ten (10) of the classifications. We consider fewer than
four (4) comparison matches to be insufficient for analysis because fewer matches make
variations in market salaries more significant and results may not accurately reflect the market.
None of the benchmarked classifications had fewer than four comparison matches.

| Benchmarking Comparator Agencies |

The second, most important step in conducting a market salary study is the determination of
appropriate agencies for comparison.

In considering the selection of valid agencies for salary comparator purposes, a number of
factors should be taken into consideration:

1. Organizational type and structure — We generally recommend that agencies of a similar
size, providing similar services to that of the MPWD be used as comparators. The
comparators chosen were comprised of six (6) cities, and seven (7) special districts that all
provide water distribution services.

When it comes to the more technical types of classes, such as those specializing in Utilities
or Wastewater, the size of an organization is not as critical, as these classes perform fairly
similar work due to its technical nature regardless of the size of the organization, i.e., no
matter whether at a city of a special district, for example.

The difference in the size of the organization becomes more important when comparing
classes at the management level. The scope of work and responsibility for management
becomes much larger as an organization grows. Factors such as management of a large
staff, consequence of error, the political nature of the job, and its visibility all grow with larger
organizations. For example, it may not be appropriate to compare an Administrative
Services Manager position at a special district with a staff of only a few employees with an
Administration Department Director position at a large agency in charge of multiple divisions,
each with a large staff and with several managerial and supervisory levels reporting to that
position. In this case, we often look to the next lower and/or other classifications as a
compromise. : '

2. Similarity of population, staff, and operational budgets — These elements provide
guidelines in relation to resources required (staff and funding) and available for the provision
of services. Both larger and smaller agencies were selected as comparators.

3. Scope of services provided and geographic location — Organizations providing the same
services are ideal for comparators and most comparator agencies surveyed provide similar
services to the MPWD, including water storage and distribution.
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When it comes to management and executive classifications, the types of services provided
by an agency become less important, as each agency still needs administrative, financial,
and program-related leadership classifications. At the management level, differences in size
and scope of services are more critical when considering comparators, as explained above.

4. Labor market — In the reality that is today’s labor market, many agencies are in competition
for the same pool of qualified employees. Individuals often don't live in the communities
they serve. As mentioned above, the geographic labor market area, where the MPWD may
be recruiting from or losing employees to, was taken into consideration when selecting
comparator organizations. Furthermore, by selecting employers within a geographic
proximity to the District, the resulting labor market data generally reflects the region’s cost of
living, housing costs, growth rate, and other demographic characteristics to the same extent
as competing employers to the District.

5. Compensation Philosophy — Does the organization regularly conduct a market survey,
and, once completed, how is this information applied? Many agencies pay to the median,
some pay to the average, others may pay to a different percentile. In addition, salary ranges
may be set strictly upon market base salary values or may include the total value of salary
and benefits when developing a compensation policy.

All of the above elements should be considered in selecting the group of comparator agencies.
The District agreed on a list of comparator agencies and the following thirteen (13) agencies
were used as comparators for the purposes of this market study:

Alameda County Water District
City of Burlingame

City of Daly City

City of Foster City

City of Millbrae

City of Redwood City

City of San Bruno

Coastside County Water District
Dublin San Ramon Services District
North Coast County Water District
Purissima Hills Water District
Santa Clara Valley Water District
Westhorough Water District

YVVVVYVVVYVYVY

| Data Collection

Data was mostly collected in March of 2014 through websites, planned telephone conversations
with human resources, accounting, and/or finance personnel at each comparator agency, and
careful review of agency documentation of classification descriptions, memoranda of
understanding, organization charts, and other documents.

We believe that the salary data collection step is the most critical for maintaining the overall
credibility of any study. We rely very heavily on the MPWD’s classification descriptions, as they
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are the foundation for our comparison. Personnel staff of the comparator agencies were
interviewed by telephone, whenever possible, to understand their organizational structure and
possible classification matches.

In identifying appropriate comparisons for MPWD’s classifications, we use the same factors and
criteria that we analyze when updating the District’s classification plan structure and determining
the proper allocation of each position during the classification study process. Factors that we
consider include:

Education and experience requirements;

Knowledge, abilities, and skills required to perform the work;

The scope and complexity of the work;

The authority delegated to make decisions and take action;

The responsibility for the work of others, program administration, and for budget
dollars;

Problem solving/ingenuity;

Contacts with others (both inside and outside of the organization);

Consequences of action and decisions; and

Woaorking conditions.

VVVY VVVVYY

All salary survey and benefit information can be found in Appendix Il and a summary of the
results can be found in Appendix |. For each surveyed class, there are three information pages:

» Market Base (Top Step) Salary Summary Data
» Benefit Detail (Monthly Equivalent Values)
» Monthly Total Compensation Cost Summary Data

Our analysis includes the mean (average) and median (midpoint) comparator data for each
benchmarked classification (assuming we were able to identify at least four matches). In
agreement with industry best practice, our firm recommends reviewing the median, rather than
the average, when evaluating the data. The median is the exact midpoint of all the market data
we collected, with 50% of market data below and 50% of market data above. We recommend
using the median methodology as it is not skewed by extremely high or low salary values (unlike
the mean).

MARKET COMPENSATION FINDINGS

As mentioned above, all of the compensation data can be found in Appendix Il of this report.
The market base compensation salary findings for each class surveyed are listed below, using
the median results, arranged in descending order from the most positive percentile (above
market) to the most negative (below market). The market base total compensation findings are
also listed below. The percentile represents the difference between the District's current base
salary/total compensation for each classification and the median base salary/total compensation
of the comparator agencies.
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% above or 5 i
ey dt %o above or
Classification b:;gmi':'l;p below Total
Median Comp Median
Administrative Services Manager 5.9% 9.1%
Maintenance Superintendent 1.8% 7.2%
Project Coordinator -0.8% -4.5%
Maintenance Worker -2.4% -0.7%
Mechanic -4.0% 2.8%
Engineering Technician -5.0% 0.9%
Pump/Regulator Specialist -8.1% 0.0%
Customer Service Representative | -9.9% -3.4%
General Manager -10.2% -4.8%
Maintenance Foreman -16.7% -9.3%

Market base salary results show that out of ten (10) benchmarked classifications two (2) are
paid above the market median. One (1) class is paid above the market median by 5% or less
and one (1) class is paid above the market median by more than 5% and less than 10.

Of the ten (10) benchmarked classifications, eight (8) are paid below the market median. Four
(4) classes are paid below the market by 5% or less, two (2) classes are paid below the market

by more than 5% and less than 10%, and two (2) classes are paid below the market by more
than 10% but less than 20%.

Generally, we consider a classification falling within 5% of the median to be competitive in the
labor market for salary survey purposes because of the differences in compensation policy and
actual scope of work and position requirements. However, when considering implementation
options, MPWD could adopt a closer standard.

Market total compensation results show that four (4) of the benchmarked classifications are paid
above the market median. Two (2) classes are paid above the market by less than 5% and two
(2) classes are paid by more than 5% and less than 10%.

Five (5) benchmarked classifications are paid below the market median. Four (4) classes are
paid below the market median by less than 5%, and one (1) class is paid below the market by
more than 5% and less than 10%.

One (1) classification is paid at the market median.

Overall, these differences between market base salaries and total compensation indicate that
the MPWD’s benefits package, in terms of cost, is greater than that of the market. Further
analysis indicates that, on average, classifications are 4.9% below the market median for base
salaries, while that figure changes to 0.3% below market based on total compensation, which is
a 4.6% difference on average.

A more in-depth analysis of each benefit component shows that the difference in MPWD's
benefit cost compared to the market is mostly due to the much greater cost of its medical,

KofAssociates ”-. -.” | 5
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dental, and vision insurance plans. This is not uncommon for smaller organizations with small
group plans that can often be more expensive than large group plans. The age of the workforce
often drives the cost of small group plans up as well, and the District has many long-term
employees who are older. At the same time, higher medical premiums do not always translate
in to greater benefits for employees.

Due to the fact that the greater cost of MPWD's benefits package is mostly driven by the cost of

its insurance plans, we will base our salary recommendations on base salaries versus total
compensation.

| Additional Benefits Information

The District requested the collection of additional benefits information, from the comparator
agencies specifically retiree health benefits, uniform allowance, safety incentive programs,
certification pay, and employee recognition programs. The results of our findings could not be
quantified in our benefits data spreadsheets but can be found in Appendix V of this report.

INTERNAL SALARY RELATIONSHIPS

In addition to determining salary levels for the surveyed classes based on market data, internal
salary relationships were considered and consistently applied in order to develop specific
salaries to be considered for all classes. Appendix IV presents proposed salary range
placements for each classification at MPWD that factor in market data, as well as, the current

internal salary relationship guidelines. Our proposal is just one option for the District's
consideration.

In addition, when considering an appropriate salary range level, there are certain standard
human resources practices that are normally applied, as follows:

» As mentioned above, a salary within 5% of the market average or median is considered
to be competitive in the labor market for salary survey purposes because of the
differences in compensation policy and actual scope of the position and its requirements.

» Certain internal percentages are often applied. Those that are the most common are:

% The differential between a trainee and experienced class in a series (//Il or
Trainee/Experienced) is generally 10% to 15%;

% A lead or advanced journey-level (lll or Senior-level) position is generally placed
10% to 15% above the next lower experienced level; and

% A full supervisory position is normally placed at least 10% to 25% above the
highest level supervised, depending upon the breadth and scope of supervision.

We can also make internal equity adjustments between classifications such as
Superintendent and Foreman, for example, especially within one department.

» When a market or internal equity adjustment is granted to one class in a series, the other
classes in the series are also adjusted accordingly to maintain internal equity.
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Internal equity between certain levels of classification is a fundamental factor to be considered
when making salary decisions. When conducting a market compensation survey, results can
often show that certain classifications that are aligned with each other are not the same in the
outside labor market. However, as an organization, careful consideration needs to be given to
these alignments because they represent internal value of classifications within job families, as
well as across the organization.

All ten (10) MPWD classifications were benchmarked for the study. It is important to analyze
market data and internal relationships within class series as well as across the organization, and
make adjustments to salary range placements as necessary based in the needs of the
organization.

MPWD may want to make other internal equity adjustments as it implements a compensation
strategy. This market survey, report, and recommendations are only a tool to be used by the
District to determine market indexing and salary determination. Detailed information regarding

each class’ current salary and the percentage difference to the market median is found in
Appendix | of this report.

IMPLEMENTATION FACTORS AND OPTIONS

1 Pay Philosophy |

The District has many options regarding what type of compensation plan it wants to implement.
This decision will be based on what the District's pay philosophy is, at which level it desires to
pay its employees compared to the market, whether it is going to consider additional alternative

compensation programs, and how great the competition is with other agencies over recruitment
of a highly-qualified workforce.

Another consideration will be the cost of MPWD’s pay philosophy. Bringing all employees to the
market median would denote an increase of MPWD's payroll expenses and may not be feasible
to accomplish with one immediate adjustment.

| Monthly Salary Plan |

The current District salary structure consists of 5 steps that are 5% apart from each other. It
has not been the District’s practice to use the step system for a number of years. When
performance-based merit increases are given, the District places employees in-between the
steps of the current range system, if necessary based on the implemented percentage salary
increase. We therefore recommend a salary structure that consists of ranges without steps that

only have a minimum and maximum. Appendix lll contains the proposed salary schedule, -

should the District choose to move towards this compensation model.

Salary Range Placements |

Should the District choose to implement a compensation plan that combines the market data
results and internal alignment factors, Appendix IV illustrates the proposed salary range
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placement for each classification based on our analysis of market data and internal
relationships. This proposal is just one option for the MPWD's consideration. The range
placements were based on the District's current compensation philosophy. Each benchmark
classification was placed into the salary range schedule closest to its market base salary
median. The spreadsheet also includes our rationale for each proposed placement and the
projected percentage change.

In the future, if MPWD decides to implement annual across-the-board Cost of Living
Adjustments (COLAs), the salary schedule needs to be increased by the appropriate
percentage and each individual salary range will move up with this adjustment. This will ensure
that the internal salary relationships are preserved and the salary schedule remains structured
and easily administered.

| Options for Implementation

While MPWD may be interested in bringing all salaries to its market philosophy this goal may
not be reached with a single adjustment due to fiscal considerations. In this case, one option is
to use a phased implementation approach. Normally, if the compensation implementation
program must be carried over months or years, the classes that are farthest from the market
median should receive the greatest equity increase (separate from any cost of living increase).
If a class falls within five percent (5%) of the market median, it would be logical to make no
equity adjustment in the first round of changes. However, if a class is more than 5% (or in this
case, more than 10%) below the market median, a higher percentage change may be initially
warranted to begin minimizing the disparity.

For example, if the District decided to implement the proposed salary range placements over a

three (3) year period, then the following guidelines could be applied for the initial increase of the
three-year implementation plan:

Market Disparity % Increase

0 to 4.99% 0 to 2.49%
5.0% to 9.99% 2.5% to 4.99%
10% to 14.99% 5.0% to 7.49%
15.0% to 19.99% 7.5% to 9.99%
20.0% and above 10.0%

The initial first year adjustment represents the adjustment needed in order to provide a portion
of the equity increase and to place the class into the newly recommended salary range.
Subsequent increases would be spaced on a similar schedule (at annual intervals) based upon
the remaining disparity after each adjustment.

Please note that typically, for those classes that had a market disparity of 0 to 4.99%, we
recommend a 0% increase in the first year and an adjustment in the second year. Depending
upon the District’s financial situation, which will have to be reviewed before each further
adjustment is made, all market disparity adjustments are intended to be completed by the third
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year. The District may also consider a similar implementation plan over a longer period of time,
such as a five (5)-year implementation plan.

Another option is to move employees into the salary range that is recommended for each class
based on this market study and to the place within the new range that is the same as their
current compensation. This would mean that no adjustments to actual employee salaries are
made but employees would then have more room to grow in their new salary range. If
employees’ current salaries are so far below market that their current compensation falls below
even the bottom of the newly recommended range, then larger adjustments may need to be
considered to move those employees at least to the bottom of the new salary range.

The District may spend additional time to go through a process of deliberation and decision-
making as to what compensation philosophy it should implement to attract, motivate, and retain
a high-quality workforce.

One implementation option for MPWD would be to Y-rate employees who are at a salary above
their current market salary range until the market numbers “catch up” with their current salary.
This will result in no immediate loss of income, but will delay any future increases until the
incumbent’s salary is within the salary range.

Other options to “freezing” a class’ salary in place until the market catches up are:

» “Grandfathering” of salary ranges: this means that the salary range for the classification
is adjusted down to what the market numbers are. However, current incumbents would
continue being paid at the current rate of pay (which would put them outside of the new
and adjusted salary range for the class) until they leave the District or retire. Any new-
hires would be paid within the newly established salary range.

» Single-incumbent classes: if a class only has one incumbent, an option would be to wait
until the person leaves or retires from the District and then adjust the salary range for the
class according to the market.

Another option, of course, is to actually reduce salaries down to where the market numbers are.
However, from a legal as well as an employee relations perspective, it is highly questionable
whether that really is a viable option. Legal representation for different agencies has various
interpretations of the legality of reducing salaries.

UsING MIARKET DATA AND THIS REPORT As A TooL

We wish to reiterate that this report and our findings are meant to be a tool for the MPWD to
create and implement an equitable compensation plan. Compensation strategies are designed
to attract and retain excellent staff. However, financial realities and the District's expectations
may also come into play when determining appropriate compensation philosophies and
strategies. The collected data represents a market survey that will give the District an
instrument to make future compensation decisions.

It has been a pleasure working with the Mid-Peninsula Water District on this critical project.
Please do not hesitate to contact us if we can provide any additional information or clarification
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Respectfully Submitted,
Koff & Associates

WS({)}W

Georg Krammer
Chief Executive Officer
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Mid-Peninsula Water District

Koff & Associates

Appendix Ill

Proposed Monthly Salary Plan
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Appendix Il

Mid-Peninsula Water District
Proposed Salary Schedule
Effective May 2014

Monthly Salary Range

ol Min Max
........... Ve 83004l .$3905
........... 2 83079l %4003
........... e 83054 %4700
........... 4 83233 L .84203
........... S 83312 .. %4305
........... 6 el 83395 %4413
........... L el 33479 | 84523
........... 8 |l 83584 %4834
........... 9 el 336093l 84749
A0 83,743 ] $4,865 ...
I SO | I $3,836 | $4.987 ..
A2 $3,930 o $5,109 ...
N I — $4,028 | $5,236 ...
.......... M4 ..84026 ... $5364
N - JOURY | IS $4,229 | $5,498
— N $4832 o $5632 ..
N AR ISR $4441 e $5,773 ...
A - S | I $4,549 o] $5,914 ..
I L SN | USRR $4,663 ol $6,062 ..
.......... 20 e BT ) $6210
.......... 21 o f.........$48% | . $6365
__________ 22 fl........86018 | . ...86520
.......... 23 el 38040 ... 86883
.......... 24 o fl.........85286 | . $6846
.......... 25 iMoo 88398 $TO17
.......... 26 fl.........86529 ... ...§r188
.......... 27 fl........85688 | ... . §$7368
.......... 28 o Jee......85806 | $7548
__________ 29 ... 85851 ... .87736
.......... 0 ... %60% ... 87925
.......... 3 fl.........%6249 f $8123
.......... 32 o |........S6a400 N . $8321
__________ 33 |l %6561 | . ...$8529
__________ 4 %672 88737
.......... 35 el 56889 ). $8956
.......... 36 o fl......87.057 o |...89174
_________ 37 M. 8r234 | %9404
__________ 38 ee....%740 ) ..%9633
__________ 39 ol 87595 |....899874
.......... a0 o snre 810115
.......... Al 8ers | $10,368
.......... 2 .80 | §10820
__________ 43 fl......883ra | . $1088
.......... 44 o fl........s8b78 ... $1as1
45 $8,792 $11,430

Proposed Salary Schedule
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Appendix IV

Proposed Salary Range Placement
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Appendix V

Additional Benefits
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Koff & Associates
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