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Introduction

Rollie O. Waters, CMC, President and Founder
Wage and Salary Administration, Compensation System Design and Development, Organizatio
Design/Strategic Planning, Performance Appraisal System Development, Alternative
Compensation System Development such asl&k#éd Pay and Competenbgsed Pay

Spoken before such organizations as the American Management Association, Southern
Methodist University, the University of Maryland, California Institute of Technology, the Texas
Municipal LeaguelML), the International Personnel Management AssociatiftMAHR),

several international companies and trade associations based in Great Britain, and various U.S.
public sector agencies and organizations
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University of South Carolina. In addition, he is a Certified Management Consultant (CMC)

Ruth Ann Eledqge, Vice President and Senior Consultant
Wage and Salary Administration; Organizational Design/Strategic Planning; Performance
Management System Development; Alternative Compensation System Design (Heasekll
pay and competenchased pay)FLSAnd ADA Audits; Point Factor Job Evaluation; and all
elements of Comprehensive Compensation Studies

Lead consultant on Del Mar College and Northeast Community College projects
Retired Director of Human Resources for the City of Austin, Texas

Professional affiliations with the Society of Human Resource Manage/8eiRNl and
International Personnel Management AssociatitiMA

Master of Public AdministratiorMPA
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Who is WCG?

The Waters Consulting Group, Inc., (WCG) is a managen
consulting firm specializing in:

Services to municipalities, counties, and other public and
private sector entities nationwide since 1988

Local government compensation and related HR systems
Comprehensive Wage & Salary Studies
Development of Alternative Compensation Programs

Innovative Performance Management Systems
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Part |- Personnel File Management
Why keep a personnel file
What to keep in a personnel file

Part [I- Compensation and Benefits Trends
Past
Present
Future
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Opening Comments:
Personnel File Management

'y SYLX 28SSQa LISNR2YY St FAES
belonging to you, the employer and the employee.

Why keep a personnel file
Organization
Evidence for lawsuits brought employees and former
employees
Required by state and/or federal law

What to keep in a personnel file
all periodic evaluations, raises, commendations, and
disciplinary actions
A good rule of thumb: Don't put anything in a personnel fil
that you would not want a jury to see
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What is in your Personnel Files?

Important Jokrelated Documents

Employment
Request for application
Employee's original employment application
Prescreening application notes
College recruiting interview report form
Employment interview report form
Education verification
Employment verification
Other background verification
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What is in your Personnel Files?

Important Jobrelated Documents (continued)

Employment
Rejection letter Employment offer letter
Employment agency agreement if hired through an agenc
Employee Handbook acknowledgment form showing
receipt of Handbook
Checklist from new employee orientation showing subject:
covered
Veterans/Disabled selflentification form
Transfer requests
Relocation offer records
Relocation report
Security clearance status
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What is in your Personnel Files?

Payrelated Information

Payroll
W-4 Form
Weekly time sheets
Individual attendance record
Pay advance request record
Garnishment orders and records
Authorization for release of private information
Authorization for all other payroll actions
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What is in your Personnel Files?

Payrelated Information (continued)

Wage/Salary Administration
Job description form
Job analysis guestionnaire
Payroll authorization form
Fair Labor Standards Act exemption test
Compensation history record
Compensation recommendations
Notification of wage and or salary increase/decrease

Job Classification: MC2
unting Clerk 11
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What is in your Personnel Files?

Employee Benefits Information

Benefits
Emergency Contact Form
Medical/Dental/Vision coverage waiver/drop form
Vacation accrual/taken form
Request for normedical leave of absence
Retirement application
Payroll deduction authorizations
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What is in your Personnel Files?

Employee Benefits Information (continued)

Benefits
COBRA notification/election
Hazardous substance notification and or reports
Tuition reimbursement application and or payment records
Employer concession and or discount authorization
Annual benefits statement acknowledgment
Safety training/meeting
Attendance/summary forms
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What is in your Personnel Files?

Job Performance Related Materials

Performance Appraisals
New employee progress reports
Performance appraisal forms
Performance improvement program records
‘\,/
Training and Development
Training history records
Training program applications/requests
Skills inventory questionnaire
Training evaluation forms
In-house training notification letters
Training expense reimbursement records
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What is in your Personnel Files?

Employee Relations Documentation

Employee Relations
Report of coaching/counseling session
Employee Assistance Program consent form
Commendations
Employee written warning notice
Completed employee suggestion forms
Suggestion status reports
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What is in your Personnel Files?

Employee Separation Documentation

Employee Separations
Exit interview form
Final employee performance appraisal
Exit interviewer's comment form
Record of documents given with final paycheck
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What is in your Personnel Files?

Do not put anything in a personnel file
that you would not want a jury to see.
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A few words about

Health Insurance Portability and Accountability Act of 1996IPAA

Controls how a health plan or covered health care provider
discloses protected health information to an employer,
including managers and supervisors.

Employment records, even those that are heaiated, are
not protected undeHHIPAA

Human Resources, supervisors and managers can request a

R2O02NXRa y20S 2NJ 20KSNJ AYyF2N
health if the information is necessary to administer sick leave,
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insurance.
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care provider without an employees authorization.
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What should not be In a Personnel Filesg

Health Insurance Portability and Accountability Act of 1996 (HIPAA)
Requires that all medical documents be filed separately from personnel
records. The following items must be in a separate file:

Health insurance application form

Life insurance application form

Request for medical leave of absence regardless of reason
Personal accident reports

Workers' compensation report of injury or iliness

OSHA injury and illness reports

Any other form or document which contains private medical
information for a specific employee

La

CHRTRIRNN.
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Examples of HIPAA Records

Medical Records (PHIProtected Health Information)
Physician records of examination
Diagnostic records Laboratory test records
Drug screening records

|

©2009 The Waters Consulting Group, Inc.



What should not be in a Personnel Filesg

Form I9s- Put all Form-Bs into one folder. The government
IS entitled to inspect these forms but should not have access
to the rest of the employee's personnel filBIOTE: Make

sure you are using the current version of th8.l Using an
outdated form or errors on the form can result in a $1000
fine per occurrence.

ONB Ne. 16150047, Expires 083112

Departmest of Homeland Security Form I-9, Employment
US. Citizenthip and TmmizrySion Sarvices Eh’ﬂi' bility Verification

Read imstruction: carefully before completing thiz form. The inztrecton: must be svaiable during completon of thiz form.

ANTI-DISCRIMINATION NOTICE: It is llegal to discriminate against work-authorized individuals. Employers CANNOT
ﬁﬁv wigch docgment(s) (mv wall ““g'im ?mungo\u. The refusal to hire an individual because the documents kave a
€ expiration date may also constitul nifmation.

Section 1. Emplovee Information and Verification (To be completed and signed by employee ar the mme enpigyment beguns.)
Primi Naees: Lot First Middle Esitial | Maides Name
Adlera (Sreet Name and Namivr) Ap 3 Diddz of Birth (mondh ik ey

= sisd Sox

1 am aware that federal law provides for
imprisonment and/or fines for false statements or
use of false documents in conpection with the
completion of this form.

Fuployess Syt

Section 2. Emplover Keview and V er‘B(anon {10 Do compieted and 1gmed By empioyer. Examme one cocument from List 4 O
examine one document from Lizt B and one from List C, as listed an the reverse of this form, and recard the titie, niamber, and
axpiration dase, {f any, of the document(s).) 20
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What should not be In a Personnel Filesg

Investigation Records
Discrimination complaint investigation information
Legal case data
Accusations of policy/legal violations

XA
&
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What should not be in a Personnel Filesg

Security Clearance Investigation Records
Background investigation information
Personal credit history
Personal criminal conviction history
Arrest records
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What should not be in a Personnel Filesg

Insupportable Opinions

Any notes or documentation that indicates management

bias or discrimination (e.g. comments on age, Ssex,
physical appearance)
Unsubstantiated comments

©2009 The Waters Consulting Group, Inc.
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What can the Employee view?

Your organization should have a policy regarding access to
employee files that complies with Louisiana records laws
(consult with your Labor attorney).

A supervisor should be present when the employee is
reviewing their file to ensure nothing is removed or altered.

You can allow the employee to insert rebuttals/comments to
iInformation in their file they disagree with.

©2009 The Waters Consulting Group, Inc. 24



What can the Employee copy?

Employees may be able to have a copy of any document the
have signed. Comply with Louisiana records laws (consult

with your Labor attorney).

You should make the copies for the employe#o not give
the documents to the employee to make copies.

25
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Who should be able to view the file?

Limit access to who see employee files to those who have a
legitimate business need to access the files.

Human Resources
The Employee*
Supervisors/Managers*

Store files in a secure location and/or keep employee files in a
locked cabinet.

*Remember: All access to personnel files should be under the
supervision of Human Resources and there should be limited
access to the file documents.
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EEOC & ADEA Recordkeeping Require

EEOC Regulations require that employers keep all personnel
or employment records for one year.

If an employee is involuntarily terminated, his/her personnel
records must be retained for one year from the date of
termination.

Under ADEA (Age Discrimination in Employment Act)
recordkeeping requirements, employers must keep all
payroll records for three years.

Employers must keep on file any employee benefit plan
(such as pension and insurance plans) and any written
seniority or merit system for the full period the plan or
system is in effect and for at least one year after its
termination.
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Fair Labor Standards Act (FLSA)
Recordkeeping Requirements

Under Fair Labor Standards Act (FLSA) recordkeeping
requirements applicable to the EPA (Equal Pay Act),
employers must keep payroll records for at least three years.

In addition, employers must keep for at least two years all
records (including wage rates, job evaluations, seniority and
merit systems, and collective bargaining agreements) that
explain the basis for paying different wages to employees of
opposite sexes in the same establishment.

These requirements apply to all employers covered by
Federal antdiscrimination laws.
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Economic Impact:
The 6 0O0cl ock N
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State and Local Go
Taking it on the Chin

The combined budget gap for fiscal years 2010 and 2011 is
estimated to total at least $350 billidn

At least 41 states and the District of Columbia have cut services
(public health, programs for the elderly and disabled, education,
and workforce) since the recession bedan.

1 Center on Budget and Policy Priorities -
2 Center on Budget and Policy Priorities -

32
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Talking Points:
Pension Benefits
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State Retirement Benefits

Pensions

$2.35 TRILLION will be spent on pensions over the next 30 yejlis %

As of 2006, only $1.99 TRILLION has been funded for pensio
(approximately 85%);
$361 BILLION is still needed

Twenty states have less than 80% of the funds needed to cove
long-term pension obligation's

Many states have experienced reductions in funding réatios

1 Pew Charitabl e PromisestWeh@P&® 07 report

34
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Talking Points:
Non-Pension Benefits
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At the State Level

Non-Pension Benefits
$381 BILLION will be spent on Ap@nsion benefits
(healthcare, dental, etc.) over the next few decades

Only 3% of the funds have been earmark&370 BILLION is
needed

Non-pension benefits constitute a disproportionate share of
a0l G0SaQ dzyFdzyRSR NBUANBYSY

These are CONSERVATIVE ESTIMATES

For states employees ongynot teachers and local
government employees

Non-Pension Benefits will continue to groviigher
numbers of retirees with longer life expectancies

© 2009 The Waters Consulting Group, Inc.



The Big Picture:
Rising Costs, Decreasing Benefits

Average annual medical cost is expected to increase 10% in
2009" °

In 2007, National healthcare spending reached $2.3 TRILLIO
approximately 16% of the U.S. GDP (Gross Domestic Produc

Could reach $4.2 TRILLION by 2016, or approximately 20% ¢
the GDP (Gross Domestic Product)

Reuters -
PNHP.org -

37
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The Big Picture:
Average Medical Costs

Milliman Medical Index- Average Medical Cost for a
Family of Four

Dollars

Actual 2004 Actual 2005 Actual 2006 Actual 2007 Actual 2008 Proj. 2009
Year

Milliman -
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The Answer to Rising Health Care Cost:

According toSHRMhe current trends in benefit packages
for 2010 are:

1.  Higher outof-pocket costs; higher deductibles, cpayments
and outof-pocket maximums because of the economic crisis

2. Greater use of incentives to stay healthyncentives like gift
cards, cash and discounted premiums for undergoing a health risk
assessment or participating in smoking cessation, weight
management or fithess programs.

©2009 The Waters Consulting Group, Inc. 39




The Answer to Rising Costs?

Trendsin benefit packages for 2010 (continued):

3. Consolidation of health plan offeringsemployers plan to reduce
the number of health plan options they offer to workers.

4.  Prescription drug benefits prescription drug benefit option for
100 percent coverage on a preventive medications and value
based designs that include zero-pays on certain prescription
drug therapies that are known to help lower health costs and
reduce hospitalizations.

5. Closer eye on spousal and dependent coverggeviewing
spousal and dependent coverage in their efforts to control costs.

©2009 The Waters Consulting Group, Inc.



Talking Points:
Direct Pay
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National Salary Budget Increases

Compared to Consumer Price Index Increas

%__' S R N
N

2009 2010
2000 2001 2002 2003 2004 2005 2006 2007 2008 | Actual |Projected

4.30% 3.70% 3.50% 3.50% 3.60% 3.70% 3.80% 3.80% 2.10% 2.80%

Non-Exempt 4.30%
Exempt 4.60% 4.60% 3.90% 3.60% 3.60% 3.70% 3.80% 3.90% 3.90% 2.20% 2.80%
Executives 4.80% 4.70% 4.00% 3.60% 3.60% 3.80% 3.90% 4.10% 4.00% 2.00% 2.80%
4.10% 2.40% 5.60% -2.10% 2.85%

Consumer Price Index (CPI) 3.70% 2.70% 1.50% 2.10% 3.00% 3.20%

42
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Compensation Philosophy
By Employee Group

90%
80%
70%
60%
0,
50% m Non-Exempt
40% m Exempt
Hm Executives
30%
20%
10%
0%
Pay At Market Pay Above Market No Formal Policy Pay Below Market
I\Inn_I:vnmpf I:vnmpf Executives
Dny At Market 8304 8494 7504
Dny Abhove Market 794 Q04 1604
No Earmal Dnlir‘y 794 [N/A (04
Dny Below Market 204 204 204

43
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Revised LMA 2009 Projections

Projected
Actual 2005 Actual 2006 Actual 2007 Actual 2008 2009 Actual 2009*
South Urban CPI (‘h:\ngn 3 0804 3.4% 2 Q04 4. 204 3.3% =1.804
] S A\/g innr\][ lncrease 2 704 3.8% 3 904 4.004 3.9% 2. 1904
MA Ava Salarv lncrease 3 104 3.8% 4104 A A04 3.8%
) Y
ul Thnllgh anfnmhnr 2009
e — ‘\.
——

LMA 2009 Projection developed from trend of 2005 to 2008 Actuals

* Through September 2009
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Revised LMA 2009 Projections

Actual 2005 Actual 2006 Actual 2007 Actual 2008 Projected 2009 Actual 2009*
South Urban CPI (‘h:\ngn 3 0804 3 404 2 004 4.2% 3 304 =1 804
] S A\/g innr\][ lncrease 2 704 3 804 32 904 4.0% 3 004 2104
MA Ava Salarv lncrease 2 104 3.8% A 104 A A04 3.89% 2 004
5 4
ul Thnllgh anfnmhnr 2009
——

LMA 2009 Projection developed from trend of 2005 to 2008 Actuals

* Through September 2009
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Compensation Gap

For Public and Private Employees

Employer Cost Per Hour Workea

Total Wages and Employee
Sector Compensation Salaries Benefits
Public $39.51 $25.97 $13.53
Private $27.46 $19.45 $8.02

According to the Bureau of Labor Statistics Employer Costs for Employee Compensation i March 2009
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The Fix:
Direct Pay
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