
UNIVERSITY CITY COUNCIL

JOINT STUDY SESSION

5th Floor of City Hall

6801 Delmar

January 14, 2019

AGENDA

Requested by the City Manager

1. MEETING CALLED TO ORDER

The Joint City Council Study Session was held in the Council Chambers on the fifth floor of City Hall, on Monday, January 14, 2019.  Mayor Crow called the Study Session to order at 5:30 p.m. 

In addition to the Mayor, the following members of Council were present:





Councilmember Steven McMahon





Councilmember Paulette Carr





Councilmember Jeffrey Hales




Councilmember Tim Cusick




Councilmember Stacy Clay; (arrived at 5:35 p.m.)                                  






Councilmember Bwayne Smotherson
Also in attendance were City Manager, Gregory Rose; City Attorney, John F. Mulligan Jr.; HR Director, Yolanda Howze. Civil Service Board Members James Stephenson and Michael Waxenberg. 
2. CHANGES TO REGULAR COUNCIL AGENDA

Mr. Smotherson questioned whether it would be appropriate for Council to have a discussion on Bill Number 9379; the Redevelopment Agreement since this is only the first reading?   Mayor Crow stated the standard protocol is to entertain a discussion by Council during the second and third readings, although members have the right to ask questions at any time.  
Mr. Mulligan noted that a few non-substantive changes to Bill Number 9376 has been recommended by Special Counsel and provided to Council.  
Ms. Carr moved to approve the agenda as presented, it was seconded by Mr. Hales and the motion carried unanimously.

3. Compensation and Classification Study 



Presentation:  Talent and Compensation Solutions by CBIZ
Mr. Rose stated tonight's presentation is designed to provide Council with information regarding the final results of the City's Class and Compensation Study and garner input on what market percentile they believe City employees should be positioned in.  He stated although his recommendation is the 75th percentile, Council will be presented with information on the 50th, 65th, and 75th percentiles in order to paint a clear picture of the available options.  Mr. Rose stated staff's intent is to present an Ordinance reflecting Council's determination on the January 28th agenda.  
HR Director, Yolanda Howze, introduced Joe Rice and Taylor Sprague of CBIZ, who prepared tonight’s presentation.  
Recap:
Mr. Rice stated the purpose of this study was to analyze and review the City's compensation schedule to determine its market competitiveness.  As a part of that process, CBIZ utilized peer survey data to compare job descriptions, a job analysis questionnaire completed by U City employees, and internal market data, to understand and design a class and compensation package that helps drive the organization's success.  

CBIZ met with staff and shared their preliminary results.  Both parties acknowledged that no matter how good your market data is, there could be some internal equity relationships the City values that the data might have broke.  Mr. Rice stated there was some feedback where a position would either move up or down in order to maintain internal equity which he and members of staff worked through internally.  
Results and Findings:
Market Analysis

The chart on page 22 compares the City's pay rate to market data.  

· Horizontal Axis 


= market base salary at the 75th percentile

· Vertical Axis 



= the City's current pay rate
· Blue Dots 



= a specific job
· Drawing a straight line down from the Blue Dot reveals what that job's pay rate at the 75th percentile

· Drawing a line to the left represents what that job's current rate of pay is
· Gold Dots



= market data

· The two (2) trend lines 

= how changes in the market translate to internal changes in pay.  
· Pay rates are competitive initially, but as you move up the lines that competitiveness starts to lag.  When looking at the market 75th percentile the chart illustrates a lag in the internal pay rates.
Total Cash Compensation Chart: 

Page 23 depicts the sum of base pay and any variable pay, i.e., bonuses and incentives.
· U City's base pay is the same as total cash compensation.  However, since variable pay is available in the market it causes a slight increase to the City's lag.

Total Compensation Chart:
Page 24 depicts the sum of base pay and any benefits;
· Medical

· Retirement

· Paid Time off

· While the chart illustrates that in total, the City's benefits are greater than the market, it is not enough to close the gap at the market 75th percentile.
Pay Structures:

Page 25 evaluates the salary structures and develops four pay structures.

· The first three structures are step-based; grades comprised of minimum, midpoint, and maximum steps that are dispensed automatically based on an employee's anniversary date or another significant milestone.
1. General 
= (step-based)

2. Police

= (step-based)
3. Fire

= (step-based)
4. Executive 
= (open range)
The General Structure:
Page 26 models a typical structure with a 5% differential between the minimum, midpoint and maximum steps.

· Each grade is comprised of jobs with a similar value.

· The objective is to find the closest relationship between the market data and the salary structure.

The Police Structure:
Page 27 models a typical structure with a 5% differential between each step.

· When analyzing public safety it's important for pay to be competitive at the entry level. 

· CBIZ looked at participating organizations to understand their structure for entry level pay and 5% step differentials.

The Fire Structure: 
Page 28 models a typical structure with a 5% differential between each step and looks at the minimums/maximums between peer organizations, the number of steps and 5% step differentials.
The Executive Structure:
Page 29 establishes the minimum, midpoint, and maximum benchmarks for competitive entry-level pay, along with the appropriate maxed-out pay.  However, since this is not a Regis System which dictates where an employee would fall within that structure based on their years of experience, it has some flexibility.   
Results of the Slotting Process:

· Page 30 illustrates the relationship between the market data and the midpoint salary range for each specific pay structure.  

· Page 31 illustrates completion of the General Structure.

· Page 32 illustrates completion of the Police Structure
· The police structure includes some additional job titles that have been highlighted.
· Page 33 illustrates completion of the Fire Structure

· Page 34 illustrates completion of the Executive Structure

· Based on CBIZ's review this process indicates the positions that fall under the executive classification, as well as the grade assignment.

Series of Charts:
Page 35 provides models based on current pay and the salary structure parameters previously discussed.
· Gold Bars 
= the salary range minimums and maximums; (grades are listed in the center)
· Green Dots 
= an employee 
· Each employee is slotted based on their pay and where their current salary is within that spectrum.
Chart:  General Structure

· A number of jobs identified as being below the salary range minimum can be found on the left-hand side.  These are jobs that the City could be at-risk of losing due to pay.

· When looking at this chart and CBIZ's recommendation to bring anyone below the minimum up to the minimum, you may notice a slight difference in pay between employees who have been in their role for a number of years and a new employee.  Although CBIZ does not have a specific recommendation for how to address these compression issues, the employees who fall into this category have been highlighted. 
Chart:  Police Structure

Page 36 illustrates that as the numbers shift, several employees will fall below the salary range minimum.
Chart:  Fire Structure Chart

Page 36 illustrates that although there are only a handful of employees falling below the salary range minimum, this is where you will start to see some of the compression issues.
Chart:  Executive Structure
Page 37 illustrates that only a few positions will fall below the salary range minimum.

Chart:  Compa Ratio
Page 38 defines Compa ratio as the comparison of an employee's salary divided by the market benchmark.  This chart utilizes the market 75th percentile as the benchmark and illustrates that if an employee's compa ratio is 100% then they are being paid exactly at that benchmark.
Cost of Implementation:
Page 39 documents; at a high level, the cost of implementation for the different market benchmarks.

· Salaries were compared at the market 50th percentile; (half of the peer organizations pay more/half pay less), the market 65th percentile, and the market 75th percentile; (25% of the organizations pay above this amount and 75% pay less).

Page 40 captures the employees below the salary range minimum for each benchmark.

· 38 employees below the 50th percentile

· 46 employees below the 65th percentile

· 65 employees below the 75th percentile

Page 41 illustrates different costs for implementing these structures. 
1. Bringing employees to the range minimum
2. Employees need to be placed in a step. (This is a rounding process where employees round up to the nearest step)

Total Cost of implementation for each benchmark:  
· 50th percentile
= 
$388,419

· 65th percentile
=
$412,000

· 75th percentile
=
$419,000

· You can see some odd dynamics as you move up the different percentiles; cost to the minimum goes up, but the rounding goes down.  So they somewhat offset each other.
· The percentage of payroll is captured at the bottom of this page, which is between 2.8% and 3% depending on the scenario.
Compra Ratios:
· 50th Percentile
=
94.3% or 5.7% below market

· 65th Percentile
=
89.4%

· 75th Percentile
=
86.2%

· These ratios measure how competitive the City's salaries are when compared to each benchmark.

City Departments:

Page 42 looks at these scenarios in more detail.  Some City departments will require more costs than others, both in absolute dollars or as a percentage of payroll.
Market Overview:
Page 43 looks at the City's benefits and illustrates the relationship of where the City is low to the market versus where it is high to the market.
· The City is behind the market on base salary and total cash compensation.

· The City is above the market with respect to benefits; this benchmark is at market within 5%.
· CBIZ will follow up on this area and obtain additional details from the participating organizations in order to dig in a little more.

· The City is high in the market with respect to retirement benefits.
· While there is always some variability, intuitively this analysis does not seem to make a lot of sense when compared to other peer groups.  CBIZ is still trying to dig in to determine what factors may have contributed to this outcome.  

Conclusion:

In spite of the above market benchmark for benefits, all totaled, it is not enough to bring the City up to the market 75th percentile level.
Recommendations:

· Increase compensation for any employee shown to be below the range minimum.  
· At-risk of losing due to pay.
· Implementation of any adjustments should be completed across the board rather than departments.

· Pay freezes; until the market data catches up, for those employees identified as being above the salary range maximums.   Once this has occurred, employees can once again be deemed eligible for increases.
· Compression-based pay increases should be considered as a next step.

· Adjust the four structures identified in the presentation annually.  
· CBIZ will provide the City with salary structure updates that document what other organizations are budgeting for their salary increase adjustments to these structures.

Mr. Rose stated the next step would be to provide Council with an Ordinance that modifies the staffing pattern to the market 75th percentile.  However, since it is difficult to establish a fair and equitable policy to address the compression issues, the intent is to handle them on a case-by-case basis and encourage employees to contact the HR Director who can assist them in making a fair analysis.  
Ms. Carr asked Mr. Rose if staff would present Council with any recommendations on how to make the adjustments outlined in this presentation to the current budget?

Mr. Rose stated staff was aware of this study during the budgeting process and cognizant of the fact that the City was lagging.  The only question that remained unanswered was exactly how far the City was behind in the market.  So the strategy was to set aside monies from the Prop P and General funds to ensure that the budget could absorb any additional costs associated with this study.     
Mayor Crow questioned whether a part of this process would include a review of the pension plan and any impact these adjustments might have going forward?  Mr. Rose stated once Council makes a decision regarding the preferred percentile, the next step will be to evaluate any impacts to the pension fund.  Of course, this is a broader issue that will not only entail the impact of any adjustments but also, what amount the City should be contributing in order to get caught up.  So, staff's intent is to provide Council with options for subsidizing the pension fund at 80%, 85%, 90%, and 95%, since it's rare that any pension plan is funded at 100%.
Civil Service Board Member, James Stephenson, asked whether the adoption of these recommendations had to be implemented all at once or whether they could be extended over a period of time until you reach the desired point?  Mr. Rice stated he has seen it done both ways because it really depends on a company's budget and ability to absorb this kind of an adjustment.  Some companies have used a multi-step approach where increases are made to achieve the minimums and any compression issues are addressed later.  And in other cases where the company simply can't afford it, CBIZ has helped them to design multi-year or structure adjustments that make it more affordable.  
Mr. Smotherson questioned the importance, if any, of bringing the City's medical benefits up to the market rate?  Mr. Rice stated medical benefits have a lot of give and take.  So, while there is always an opportunity to make adjustments there was nothing to indicate that this area needed any immediate attention.   
Mayor Crow stated he would welcome a motion to go into a Closed Session.

Roll-Call vote to go into a Closed Council Session according to RSMo 610.021(1);  legal actions, causes of action or litigation involving a public governmental body and any confidential or privileged communications between a public governmental body or its representatives and its attorneys.
Ms. Carr moved to go into a Closed Session; it was seconded by Mr. Hales.

Roll Call Vote Was:

Ayes:  Mr. McMahon, Mr. Hales, Mr. Cusick, Mr. Smotherson, Mr. Clay, Ms. Carr, and Mayor Crow.

Nays:  None.
4. ADJOURNMENT

Mayor Crow thanked Joe and Taylor for their presentation and closed the Joint Study Session at 6:01 p.m. to go into a Closed Session on the second floor.  The Closed Session was adjourned at 6:28 p.m.  
LaRette Reese

City Clerk
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