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Who is WCG?

The Waters Consulting Group, Inc., (WCG) is a management 

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 I - Personnel File Management
Why keep a personnel file
What to keep in a personnel file

Part II - Compensation and Benefits Trends
Past
Present
Future

Todayõs Discussion
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Personnel File Management
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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 file 
that you would not want a jury to see

Opening Comments:  

Personnel File Management

!ƴ ŜƳǇƭƻȅŜŜΩǎ ǇŜǊǎƻƴƴŜƭ ŦƛƭŜ ǎƘƻǳƭŘ ōŜ ǾƛŜǿŜŘ ŀǎ ǇǊƛǾŀǘŜ ǊŜŎƻǊŘǎ 
belonging to you, the employer and the employee.
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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 

What is in your Personnel Files?

Important Job-related Documents
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Employment 
Rejection letter Employment offer letter 
Employment agency agreement if hired through an agency 
Employee Handbook acknowledgment form showing 
receipt of Handbook 
Checklist from new employee orientation showing subjects 
covered 
Veterans/Disabled self-identification form 
Transfer requests 
Relocation offer records 
Relocation report 
Security clearance status 

What is in your Personnel Files?

Important Job-related Documents (continued)
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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 

What is in your Personnel Files?

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

What is in your Personnel Files?

Pay-related Information (continued)
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Benefits
Emergency Contact Form  
Medical/Dental/Vision coverage waiver/drop form 
Vacation accrual/taken form 
Request for non-medical leave of absence 
Retirement application 
Payroll deduction authorizations 

What is in your Personnel Files?

Employee Benefits Information
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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

What is in your Personnel Files?

Employee Benefits Information (continued)
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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 

What is in your Personnel Files?

Job Performance Related Materials
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Employee Relations
Report of coaching/counseling session 
Employee Assistance Program consent form 
Commendations 
Employee written warning notice 
Completed employee suggestion forms 
Suggestion status reports 

What is in your Personnel Files?

Employee Relations Documentation
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Employee Separations
Exit interview form 
Final employee performance appraisal 
Exit interviewer's comment form 
Record of documents given with final paycheck

What is in your Personnel Files?

Employee Separation Documentation
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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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Health Insurance Portability and Accountability Act of 1996 (HIPAA) 

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 health-related, are 
not protected under HIPAA.

Human Resources, supervisors and managers can request a 
ŘƻŎǘƻǊΩǎ ƴƻǘŜ ƻǊ ƻǘƘŜǊ ƛƴŦƻǊƳŀǘƛƻƴ ǊŜƎŀǊŘƛƴƎ ŀƴ ŜƳǇƭƻȅŜŜΩǎ 
health if the information is necessary to administer sick leave, 
ǿƻǊƪŜǊǎΩ ŎƻƳǇŜƴǎŀǘƛƻƴΣ ǿŜƭƭƴŜǎǎ ǇǊƻƎǊŀƳǎΣ ƻǊ ƘŜŀƭǘƘ 
insurance.

9ƳǇƭƻȅŜǊΩǎ Ŏŀƴ ƴƻǘ ǊŜǉǳŜǎǘ ƛƴŦƻǊƳŀǘƛƻƴ ŘƛǊŜŎǘƭȅ ŦǊƻƳ ŀ ƘŜŀƭǘƘ 
care provider without an employees authorization.

©2009 The Waters Consulting Group, Inc. 17

A few words about HIPAAé
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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 illness 
OSHA injury and illness reports 
Any other form or document which contains private medical 
information for a specific employee

©2009 The Waters Consulting Group, Inc. 18

What should not be in a Personnel Files?
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Medical Records (PHIτProtected Health Information)
Physician records of examination
Diagnostic records Laboratory test records
Drug screening records

Examples of HIPAA Records
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Form I-9s - Put all Form I-9s into one folder. The government 
is entitled to inspect these forms but should not have access 
to the rest of the employee's personnel file.  NOTE:  Make 
sure you are using the current version of the I-9.  Using an 
outdated form or errors on the form can result in a $1000 
fine per occurrence.

What should not be in a Personnel Files?
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Investigation Records  
Discrimination complaint investigation information
Legal case data 
Accusations of policy/legal violations 

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

What should not be in a Personnel Files?
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Insupportable Opinions
Any notes or documentation that indicates management 
bias or discrimination (e.g. comments on age, sex, 
physical appearance)
Unsubstantiated comments

What should not be in a Personnel Files?



THE WATERS

CONSULTING

GROUP, INC.

©2009 The Waters Consulting Group, Inc. 24

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 
information in their file they disagree with.

What can the Employee view?
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Employees may be able to have a copy of any document they 
have signed.  Comply with Louisiana records laws (consult 
with your Labor attorney).

You should make the copies for the employee ςdo not give 
the documents to the employee to make copies.

What can the Employee copy?
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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.

Who should be able to view the file?
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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.

EEOC & ADEA Recordkeeping Requirements
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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 anti-discrimination laws.

Fair Labor Standards Act (FLSA) 

Recordkeeping Requirements
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Part II 

Compensation and Benefits Trends 

Past, Present and Whatôs to Come



ά²ƘŜǊŜ ȅƻǳ ǎǘŀƴŘ 
depends on 
ǿƘŜǊŜ ȅƻǳ ǎƛǘΦέ

-Miles First Maxim

ά²Ƙŀǘ ȅƻǳ ǎŜŜ 
depends on 

ǿƘŜǊŜ ȅƻǳ ƭƻƻƪΦέ

ά²Ƙŀǘ ȅƻǳ ƘŜŀǊ
depends on who you 

ǘŀƭƪ ǘƻΦέ

© 2009 The Waters Consulting Group, Inc. 30
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Economic Impact:

The 6 Oôclock News
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The combined budget gap for fiscal years 2010 and 2011 is 

estimated to total at least $350 billion1

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 began.2

1 Center on Budget and Policy Priorities - http://www.cbpp.org/cms/?fa=view&id=711

2 Center on Budget and Policy Priorities  - http://www.cbpp.org/cms/?fa=view&id=1214

State and Local Governmentsé

Taking it on the Chin

© 2009 The Waters Consulting Group, Inc.
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Talking Points:

Pension Benefits
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State Retirement Benefits

$2.35 TRILLION will be spent on pensions over the next 30 years1

As of 2006, only $1.99 TRILLION has been funded for pensions 
(approximately 85%);
$361 BILLION is still needed1

Twenty states have less than 80% of the funds needed to cover 
long-term pension obligations1

Many states have experienced reductions in  funding ratios1

1 Pew Charitable Trustsô 2007 report Promises With a Price

Pensions

© 2009 The Waters Consulting Group, Inc.
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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 non-pension benefits 
(healthcare, dental, etc.) over the next few decades

Only 3% of the funds have been earmarked - $370 BILLION is 
needed

Non-pension benefits constitute a disproportionate share of 
ǎǘŀǘŜǎΩ ǳƴŦǳƴŘŜŘ ǊŜǘƛǊŜƳŜƴǘ ƭƛŀōƛƭƛǘƛŜǎ 

These are CONSERVATIVE ESTIMATES

For states employees only ςnot teachers and local 
government employees

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

© 2009 The Waters Consulting Group, Inc.
36
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The Big Picture:  

Rising Costs, Decreasing Benefits

Average annual medical cost is expected to increase 10% in 

2009 1, 2

In 2007, National healthcare spending reached $2.3 TRILLION, 

approximately 16% of the U.S. GDP (Gross Domestic Product)

Could reach $4.2 TRILLION by 2016, or approximately 20% of 

the GDP (Gross Domestic Product)

Reuters - http://www.reuters.com/article/pressRelease/idUS127422+17-Jun-2008+PNW20080617

PNHP.org - http://www.pnhp.org/blog/2008/08/15/health-care-cost-increases-continue-to-plague-employers/

37
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The Big Picture: 

Average Medical Costs

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

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

Year

D
o

lla
rs

Milliman - http://www.milliman.com/expertise/healthcare/products-tools/mmi/pdfs/milliman-medical-index-2008.pdf

© 2009 The Waters Consulting Group, Inc.
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According to SHRMthe current trends in benefit packages 
for 2010 are:

1. Higher out-of-pocket costs ςhigher deductibles, co-payments 
and out-of-pocket maximums because of the economic crisis

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

The Answer to Rising Health Care Costs?
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Trends in benefit packages for 2010 (continued):

3. Consolidation of health plan offerings - employers 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 co-pays on certain prescription 
drug therapies that are known to help lower health costs and 
reduce hospitalizations.

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

The Answer to Rising Costs? 
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Talking Points:

Direct Pay
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National Salary Budget Increases

Compared to Consumer Price Index Increases

2000 2001 2002 2003 2004 2005 2006 2007 2008

2009 

Actual

2010 

Projected

Non-Exempt 4.30% 4.30% 3.70% 3.50% 3.50% 3.60% 3.70% 3.80% 3.80% 2.10% 2.80%

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%

Consumer Price Index (CPI) 3.70% 2.70% 1.50% 2.10% 3.00% 3.20% 4.10% 2.40% 5.60% -2.10% 2.85%

© 2009 The Waters Consulting Group, Inc.
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Compensation Philosophy

By Employee Group

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

Pay At Market Pay Above Market No Formal Policy Pay Below Market

Non-Exempt

Exempt

Executives

Non-Exempt Exempt Executives

Pay At Market 83% 84% 75%

Pay Above Market 7% 9% 16%

No Formal Policy 7% 5% 6%

Pay Below Market 3% 2% 3%

© 2009 The Waters Consulting Group, Inc.
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Revised LMA 2009 Projections
COMPARISON - ANNUAL CPI AND AVERAGE SALARY CHANGE PERCENTS

Actual 2005 Actual 2006 Actual 2007 Actual 2008

Projected  

2009 Actual 2009*

U. S. Average CPI Change 3.4% 3.2% 2.8% 3.8% 3.2% -1.3%

South Urban CPI Change 3.6% 3.4% 2.9% 4.2% 3.3% -1.8%

U.S. Avg Salary Increase 3.7% 3.8% 3.9% 4.0% 3.9% 2.1%

LMA Avg Salary Increase 3.1% 3.8% 4.1% 4.4% 3.8% ?

* Though September 2009

LMA 2009 Projection developed from trend of 2005 to 2008 Actuals

* Through September 2009
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Revised LMA 2009 Projections

LMA 2009 Projection developed from trend of 2005 to 2008 Actuals

* Through September 2009

COMPARISON - ANNUAL CPI AND AVERAGE SALARY CHANGE PERCENTS

Actual 2005 Actual 2006 Actual 2007 Actual 2008 Projected  2009 Actual 2009*

U. S. Average CPI Change 3.4% 3.2% 2.8% 3.8% 3.2% -1.3%

South Urban CPI Change 3.6% 3.4% 2.9% 4.2% 3.3% -1.8%

U.S. Avg Salary Increase 3.7% 3.8% 3.9% 4.0% 3.9% 2.1%

LMA Avg Salary Increase 3.1% 3.8% 4.1% 4.4% 3.8% 2.0%

* Though September 2009
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Compensation Gap

Employer Cost Per Hour Worked

Sector

Total 

Compensation

Wages and 

Salaries

Employee 

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 ïMarch 2009

For Public and Private Employees
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Dallas ÁSeattle ÁAustin ÁCleveland

800.899.1669  www.watersconsulting.com

Building Effective Compensation, Classification and Performance 
Management Systems to Attract and Retain Talented Employees

THE WATERS

CONSULTING
GROUP, INC.

THE WATERS

CONSULTING

GROUP, INC.

The Fix:  

Direct Pay
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Sample Conglomerate Org Chart
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