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Steve Nasby 
City Administrator 
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snasby@windom-mn.com 

VIA EMAIL 

Re: Classification and Compensation Study for the City of Windom Supervisory 
Employees 

Dear Mr. Nasby: 

As requested by the C ity of Windom (City), we are pleased to submit this Classification and 
Compensation Study Report on the classification and compensation study we conducted for the 
City supervisory employees. 

This study identifies findings and makes recommendations related to classification and 
compensation for City supervisory employees. A proposed job evaluation system and base pay 
structure are provided in the study based on the analysis conducted throughout the study. 

More specifically, Flaherty & Hood, P.A. analyzed results from the following processes 
conducted as part of the classification and compensation study: 

• Job Analysis 
• Job Evaluation 
• Market Survey 
• Creating the Base Pay Structure 

Thank you for retaining Flaherty & Hood, P.A. to assist the City in completing this requested 
classification and compensation study. We have enjoyed the opportunity to work with the City 
staff on this matter. 

Please contact us at (65 l) 225-8840 or via email at clloncar@flaherty-hood.com if you have any 
further questions related to th is study. 
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Very truly yours, 

FLAHERTY & HOOD,P.A. 

(!a«JI c( ~~ 
Carol L. Loncar, MAOL, SPHR 
Human Resources Project Manager 

Brandon M. Fitzsimmons, 
Shareholder Attorney 
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DATA PRACTICES DISCLAIMER 

Attachments to this report labeled as "PROTECTED NONPUBLIC DATA" are not public data at 
this point under various provisions of the Minnesota Government Data Practices Act (Minn. Stat. 
§§ 13 .01 et seq.) (MGDPA). See, e.g., Minn. Stat.§§ 13 .37, subd. 2 (trade secret information and 
labor relations information); 13.393; and 13.435. Therefore, disc losure, distribution or 
discussion of such attachments or data included in them with or to any individual not receiving or 
preparing this repot1 as indicated in the cover letter on pages ii and iii herein is prohibited by law. 
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SECTION 1. EXECUTIVE SUMMARY 

1.1 Purpose and Scope 
A city's success depends on its employees ' performance. To recruit and retain a productive and 
reliable workforce, cities need to sufficiently compensate employees. In establishing employee 
compensation, cities must ensure that each job in the city interrelate to each other so that a city 
can: optimize achievement of the city' s mission, goals and objectives; determine the relative 
worth and appropriate pay rate for jobs; and comply with the Minnesota Pay Equity Act (PEA), 
Minn. Stat.§§ 471.991-.999, which requires that every Minnesota city establish compensation for 
female-dominated classes that is not consistently below the compensation for male- dominated 
classes of comparable value of work measured byth skill, effort, responsibility, and working 
conditions normally required in the performance of the work. To achieve these objectives, 
Minnesota cities need to establish job classification and compensation systems, which set job 
ratings and pay for each position in the city. 

Job classification involves the systematic study of jobs to determine which activities and 
responsibilities they include, the personal qualifications necessary for performance of the jobs, 
the conditions under which the work is performed, and each job's relative importance and worth 
to other jobs internally and externally. 

Compensation includes the wages and salary paid by employers to employees in exchange for 
work (a.k.a. , base pay); variable pay in the form of short and long-term incentives, such as 
promotions and pay increases; and other pay, such as premium pay above regular wages and 
salary for doing additional work or working additional hours. Compensation establishes the 
standard of living for employees and is the primary indication of the value the city places on a 
position within the organization. A compensation system involves establishing how the city 
manages compensating employees. 

1.2 Process 
Flaherty & Hood, P.A. ' s Job Classification and Compensation Study for the City of Windom 
supervisory employees included the following steps in updating the City ' s classification and 
compensation system. 

1.2.1 Position Analysis 
The first step in the job classification and compensation study was conducting a job analysis. 

"Job analysis is a systematic process for obtaining important and relevant information about each 
distinct role played by one or more employees" (WorldatWork, 2011). A position ' s duties, 
responsibilities, and required worker characteristics are particularly important for compensation 
purposes. This information is used to accurately review each position ' s worth internally and 
externally and ultimately build the organizations base pay structure. 

For Windom, Flaherty & Hood, P.A. reviewed the City' s current job classification and 
compensation system including job descriptions, Fair Labor Standards Act (FLSA) exempt status 
for employees in the study, and the City ' s pay equity report. Any changes or additions are listed 
in Attachment A. In addition, information on each position ' s activities and responsibilities, the 
personal qualifications necessary for performance of the jobs, the conditions under which the 
work is performed were compiled from current employees and their supervi sors through a Job 
Analysis Questionnaire. 
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Communication is important when conducting a job analysis to ensure there is an understanding 
of what information is needed from each individual throughout the organization. A 
comprehensive memorandum was drafted to inform employees about the scope of the 
classification and compensation study and their role within the study. Documentation ( e.g. , 
project guides and frequently asked questions) was also provided to management to respond to 
any questions from employees throughout the study. 

1.2.2 Job Descriptions 
The second phase of the study included reviewing existing job descriptions to ensure they are 
current, accurate and complete, compliant with Federal and State regulations pertaining to 
compensation standards, including but not limited to Americans with Disabilities Act (ADA), 
Fair Labor Standards Act (FLSA), and pay equity legislation. This phase is directly linked, and 
sterns from , the results of the job analysis. 

Job documentation has become especially important due to the increasing amount of 
employment legislation and employee litigation. Job descriptions are the most common type of 
job documentation. Job descriptions should capture the core and essential features of a job, 
including " the general nature and level of the work performed, specific duties and 
responsibilities, and the minimum job specifications required to perform the job" (WorldatWork, 
2011 ) . Job descriptions should describe and focus on the job itself and not on any specific 
individual who might fill the job. There are many ways in which job descriptions can be used 
administratively when they are properly developed. 

In addition, Flaherty and Hood determined that job descriptions should include the following: 

• Classification information (e.g. title, department, Fair Labor Standards Act (FLSA) 
exempt status, union status) 

• Position summary 
• Core and essential job duties 
• Minimum and desired qualifications (e.g. education, experience, trainings, certificates, 

and licenses) 
• Complexity and responsibility statements 
• Required physical abilities and working conditions 

1n reviewing the City of Windom ' s supervisory job descriptions, we concluded that their job 
descriptions include most of the above job factors . We suggest adding, however, complexity and 
responsibility statements to future job descriptions or when they are next updated . Flaherty & 
Hood has already or will provide a Job Description Drafting Guide. Please refer to sections 6 and 
7 for suggestions on complexity and responsibility statements for use in conjunction and reference 
with the Job Analysis Questionnaires. 

rt is also important to keep records of any future position classification changes. During this class 
compensation study, there were no proposed changes to either position titles or FLSA exempt 
status as the job titles were felt to appropriately describe their function and position. 
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1.2.3 Job Evaluation 
Job evaluation is a systematic method and process for determining and comparing the relative 
value of one job to others. Job evaluation enables the creation of a job worth hierarchy within the 
organization. 

The main purpose of job evaluation is to develop internal standards of comparison and measure 
relative job worth within the organization . Due to the PEA, the internal worth of a position is just 
as important as the position ' s external competitiveness. This also ensures that employees feel they 
are fairly compensated compared to their coworkers within the organization and compared to the 
market. (WorldatWork, 2011) 

After discussion with the City of Windom management, it was decided that the supervisory 
positions would be evaluated using the Minnesota State Job Match Job Evaluation System (State 
Job Match) as this is the process currently utilized by the City. The State Job Match is "a tool to 
help local governments effectively analyze the jobs in their jurisdictions by matching up job 
descriptions with descriptions for state jobs that have already been rated . Once the descriptions 
have been matched, a rating or 'job points ' can be assigned to the local government job." (MMB, 
2009) Using responses from the job analysis process and old and new job documentation, each 
position was evaluated using the Minnesota State Job Match process. More information on the 
job evaluation system can be found in Section 3 of this report. 

A copy of the job evaluation ratings (points) assigned to each position is included in Attachment 
C. 

1.2.4 External Market Analysis 
In addition to evaluating the jobs internally using the State Job Match process, a market study 
was conducted to collect and evaluate data from market entities to help align compensation 
decisions with the external market. 

The market study included identifying comparable entities and other survey sources and collecting 
and organizing their data. 

Once all of the wage data was gathered and analyzed, a market pay rate was determined for all 
jobs where enough data was available. These market pay rates were then used in conjunction 
with the job evaluation points for each position in developing the base pay structure. 

More information on each survey source can be found in Section 4 of this report. A copy of the 
market study results is included in Attachment D . 

1.2.5 Base Pay Structure 
Once the job evaluation process and market study w re completed, the results were used in 
developing a proposed updated base pay structure for the City supervisory employees. Base pay 
structures are "administrative tools designed to provide pay levels and pay opportunities that are 
internally fair, externally competitive and cost-effective" (WorldatWork, 2010). 

The job evaluation points and market pay rates were used to create a linear regression (i .e. a statistical 
approach to show the relationship between these two variables). Each pay grade includes steps for 
employees to move within the pay range of the grade . 
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The analysis of developing the predicted pay line is included in Attachment F. A copy of the 
2017 Proposed Base Pay Structure is included in Attachment G. 

1.2.6 Minnesota Local Government Pay Equity Act Testing 
After developing the proposed base pay structure, the structure was tested and it was determined 
that it meets the requirements of the Pay Equity Act (PEA). 

The PEA requires local government entities to evaluate every job in their organization to ensure 
fair compensation relationships between male and female dominated job classes. Minn. Stat. §§ 
471.991-.999. To do this, organizations must evaluate and assign numerical job evaluation points 
and issue a report to the State every three years to show that they are in compliance. If an 
organization does not meet this requirement, it can receive substantial monetary penalties (League 
of Minnesota Cities, 2013). 

The report each local government entity is required to submit is analyzed using a program 
provided by the State of Minnesota, Department of Management and Budget. This program runs 
a variety of tests on the information submitted in the report to determine whether there is a pattern 
of inequity in the organization 's pay structure (Minnesota Management & Budget, 2015). 

The City last reported for pay equity at the beginning of2016 for calendar year 2015 data and 
passed. They are required to report at the beginning of 2019 for the calendar year 2018. Pay 
equity testing was completed for calendar year 2017 using the proposed base pay structure, 
considerations listed in the recommendations for implementation attachment, and other 
information provided by the City. Since the proposed base pay structure is proposed to take 
effect January 1, 2017, the City would be reporting at the beginning of 2019 based on their 
current structure in place in 2018 . 

1.2.7 Variable Pay 

Variable pay is a growing trend in trying to increase employee productivity in the workplace. 
1Increasing employee ' s base pay alone is not enough to improve employee performance. Variable 
pay involves "tying pay to productivity or some measure that can vary with [a city's revenues] ".2 
Using variable pay systems can tie employee 's perfi rmance to how they are rewarded. Variable pay 
systems are most suited for organizations and positions within those organizations that put an 
emphasis on rewarding high performers. 

1.2.8 Implementation 
Implementation is the last step in the classification and compensation study. When implementing 
the recommendations described in this report, various policies and governing documentation must 
be reviewed, complied with, or changed based on the recommendations with which the City 
chooses to move forward. 

Based on the findings of the study and discussions with the City management; we developed 
recommendations for implementation of the City' s job classification and compensation system 
for calendar year 2017, along with the estimated financial implications for the recommendations 
for implementation. The City always has the option to not take action on any of the 

1 Henderso n, R. I. (2006). Compensation Management in a Knowledge -Based World. Upper Saddl e River: Pearson 
Educati on, Inc. 

2 Henderso n, 2006 
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recommendations proposed throughout this study. More information on the proposed 
recommendations for implementation is detailed in section 6 and Attachment I, along with other 
considerations to take into account. Please refer to Section 5.2.4 for information on a Variable Pay 
Plan. 

Effective implementation and maintenance of the classification and compensation system are 
important to its continued use over the years. Tools such as the Job Analysis Questionnaire, Job 
Description Drafting Guide, and Classification and Compensation System Manual have or will 
be provided to management for use in the implementation and maintenance of the system. A list 
and descriptions of all of these tools are included in section 6.3 of this report. 

SECTION 2. JOB ANALYSIS 

2. 1 Job Analysis Information Collection 
The job analysis for each City supervisory job classification was conducted through the use of a 
Job Analysis Questionnaire. The Job Analysis Questionnaire required the incumbent employee, 
supervisor and the department/division head to co, plete and comment on questions relating to 
the eight different subsections in the questionnaire for the job classification, which included: 

a) Supervision 
b) Position summary 
c) Employee functions 
d) Minimum qualifications 
e) Desired qualifications 
f) Complexity 

g) Responsibility 
h) Physical abilities 

The supervisor and City Manager reviewed employee responses and commented on the responses 
provided for each position. 

The Job Analysis Questionnaires were distributed, and each individual that was required to 
complete and comment on a questionnaire was given one full week to complete and submit their 
sections. This time period was increased for individuals that needed additional time to complete 
their portion of the Job Analysis Questionnaires. 

Once the Job Analysis Questionnaires were collected by Flaherty & Hood, the information was 
organized and analyzed. The information collected was then audited by Flaherty & Hood and the 
City's management to ensure the most accurate pict re of each position in relation to the rest of the 
management group was captured and utilized . These responses were then used throughout the 
remainder of the study for job documentation and evaluation purposes. 

2.2 Changes to Job Classifications 
Part of the job analysis process was reviewing responses from the job analysis process and 
industry standards and identifying changes that need to be made in the classifications of each 
position as well as the organization of the City. There were 2 new positions included in the 
study and are noted in Attachment A. Industry standard sources were those such as League of 
Minnesota Cities, O*Net Online, and WorldatWork. 
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The Fair Labor Standards Act (FLSA) exempt status of each employee was reviewed based on 
the information gathered through the job analysis of each position. Based on our analysis, the job 
evaluation results are included in Attachment A. 

SECTION 3. JOB EVALUATION 

3.1 Minnesota State Job Match 
Through discussion with the City of Windom City Administrator, it was decided that the City of 
Windom would continue to use the Minnesota State Job Match for job evaluation. See 
Attachment B for a summary of the Minnesota State Job Match process. 

3.2 Job Evaluation Points 
The current job descriptions and the audited responses from the Job Analysis Questionnaires 
completed by employees, supervisors, and management within the organization were used in the 
job evaluation process. Flaherty & Hood , P.A. appl ied the Minnesota State Job Match process to 
each position ' s job analysis responses and the current job descriptions and assigned a consistent 
and unbiased job evaluation rating for each position. All proposed job evaluation points are 
subject to review, comment and approval by the City Management and the Council. 

Since the last job analysis and job evaluation of each position for the City, there are a couple of 
movements in rankings of current positions within the proposed job evaluation points. In 
addition, there are new positions. 

A spreadsheet with the job evaluation points assigned to each position is included in Attachment 
C. 

SECTION 4. EXTERNAL MARKET ANALYSIS 
The external market analysis included conducting a market survey that identified comparable 
cities and additional selected sources and we collected and organized their data. 

Positions with usable market pay rates were utilized in the regression analysis (i.e. a statistical 
approach to show the relationship between two variables, which, in this case are market pay and 
job evaluation points) to determine a predicted pay line explained in section 5.1. A list of these 
positions and the market survey results for these positions is included in Attachment E. 

4.1 Survey Sources 
Flaherty & Hood, P.A. ' s conducted a "C luster Analysis" to identify cities comparable to the City 
of Windom for use in the market survey portion of the Job Classification and Compensation 
Study. In addition, through discussion with City of Windom management, they proposed an 
additional set of comparable cities, counties and entities. This set of comparable cities, counties 
and entities is to be used for establishing Windom 's nompensation structure. Any other 
comparable cities, counties or entities used by Windom for other purposes or for a specific 
department, position or employee group (e.g. , union) within Windom may still be utilized for such 
purposes. 

C luster Analysis is a statistical data analysis tool for solving classification problems. This 
analysis tool can be used to combine cities into various subgroups based on various factors until 
the subgroups form one of the several clusters. The number of cities being compared determines 
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the number of clusters formed. Cities that are most comparable are located in the same primary 
subgroup/cluster. Therefore, its purpose is to sort cases (in this case, cities) into groups or clusters 
in which the degree of association is strong between members of the same cluster and weak 
between members of different clusters. 

Because it is more statistically objective than side-by-side comparisons, Cluster Analysis is 
common for statistical models that describe or identify groups. For purposes of this study, 
Cluster Analysis is valuable because it objectively reveals associations in data that may not be 
initially evident. 

More details on this analysis and the comparable entities identified are included in Attachment D. 

4.2 Integrating Survey Source Data 
The market data collected from each comparable city, county or other source was organized and an 
overview of the data is included in the spreadsheet in Attachment E. 

SECTION 5. BASE PAY STRUCTURE 

5.1 Predicted Pay Line 
A predicted pay line identifies the predicted pay for all positions in an organization using internal 
and external factors. The predicted pay line is calculated by performing a linear regression analysis 
on the (internal) job evaluation points paired with the (external) market survey data collected for 
each position. 

Using the equation of the predicted pay I ine, the job evaluation points for all of the organization's 
positions were used to calculate a predicted pay rate for each position. More information is included 
in Section 5.2 below. 

5.2 Characteristics of the Base Pay Structure 

5.2.1 Compensation Philosophy 
Base pay structures for an organization should be based on the organization ' s mission and 
compensation philosophy. A compensation philosophy is: 

A statement of what the organization believes about how people should be paid. It 
should support the business strategy and be a good fit with the organization's 
culture. A key component is how the organization intends to pay relative to its 
competitors for people - i.e. , the desired market position . 

(WorldatWork, 20 I L) 

As part of the Classification and Compensation Study conducted for the City, the City' s current 

governing documentation was reviewed for any current mission or compensation philosophies. 
No formal documented mission or compensation philosophy was in place for the City. 

II FLAHER TY I HOOD P.A. 8 



As a best practice, the City should develop and utilize a compensation philosophy when making 
classification and compensation decisions. Based on discussions and feedback from management 
and generally accepted ideals included in compensation philosophies, a recommended 
compensation philosophy was developed for the City. The recommended compensation 
philosophy states: 

The City of Windom is committed to a providing a 
compensation program designed to : 
• Attract and retain highly a qualified and dedicated group of 

individuals 
• Provide equitable salaries based on market conditions and job 

worth 
• Motivate employees to perform at the best of their 

competencies, abilities and skill sets 
• Promote teamwork and foster an environment of personal and 

professional growth for all employees 
• Relate to other human resource programs and City objectives 
• Consider the City's financial position and provide for the 

equitable distribution of compensation throughout the City 
• Retain key talent 
• Maintain compensation that is i line with the City' s external 

market for qualified labor 

All City of Windom employees shall be equitably compensated for 
assigning duties and responsibilities without regard to race, color, 
religion, gender, age, national origin, marital status, or sensory, 
physical or mental disability, veteran status or any other basis of 
discrimination prohibited by local , state and federal law. 

5.2.2 Current City Pay Structure 
The following paragraph briefly explains the current pay structures in place for the Supervisory 
group within the City. 

The City of Windom Management has an approved list of2016 Supervisory Wage Rates listed by 
grades 1 through 23 and Steps 1 through Step 12 within each grade. This list included a 2% 
increase over the 2015 Supervisory Wage Rates. Employees can reach Step 12 within 12 years by 
moving a step annually, depending on where the employee is placed when they are hired . 

5.2.3 Recommended Base Pay Structure 
Based on the City' s mission and compensation philosophy and feedback from management on 
their preference for the City's pay structure, a proposed base pay structure was developed for the 
City. The proposed base pay structure includes all positions in a uniform base pay structure. The 
Proposed 2017 Windom Base Pay Structure is included in Attachment G. 

The proposed base pay structure is uniform for the City' s positions with the exception of the part
time employees. The pay range for each pay grade i set around an established differential 
between pay grades using predicted pay. Details on how the predicted pay is calculated are 
explained in Section 5. L of this report. A maximum pay rate for each pay grade was set at I 00 
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percent of the predicted pay and the minimum of the range was set at 80 percent of the maximum 
of the range. 

Each pay grade includes steps with specified pay at each step. The first step pay is at 80% of the 
maximum pay of the pay grade with the last step pay at the maximum pay of the pay grade. 
Then, job evaluation points that corre late to the predicted pay for each grade were established. 

5.2.4 Proposed Variable Pay Option 

During discussions of the implementation of the Classification and Compensation study, the City of 
Windom management inquired ifthere were any additional forms of variable pay that could be 
incorporated into the City of Windom ' s compensation plan. As a result, this section was prepared 
which explores and provides additional variable pay options that could be incorporated into the City 
of Windom 's compensation plan based on the research presented through this section and 
preferences expressed by management. 

This section is organized as follows: 

• Overview of Variable Pay Systems 
• Examples of Variable Pay Systems 
• City of Windom Compensation Options for Consideration 

Overview of Variable Pay Systems 

Variable pay is a growing trend in trying to increase employee productivity in the workplace. 
Increasing employee ' s base pay alone is not enough to improve employee performance . Variable 
pay involves " tying pay to productivity or some measure that can vary with [a city' s revenues] " .4 

Using variable pay systems can tie employee ' s performance to how they are rewarded . Variable pay 
systems are most suited for organizations and positions within those organizations that put an 
emphasis on rewarding high performers. 

Before establishing variably pay, each organization should have a compensation philosophy that 
drives the development and implementation of the compensation plan for the organization. Refer to 
Section 5.2.1 for the proposed compensation philosophy for the City of Windom. Similarly, when 
developing a variable pay system, the organization ' s compensation philosophy should drive the 
development and implementation of the variable pay system. 

In addition, each organization should have a compensation plan document that includes details 
regarding the organization ' s pay strategies, policies, and administration. This document should be 
separate from the organization ' s personnel policies. If an organization utilizes a variable pay 
system, the organization should include details on the variable pay system in their compensation 
plan document. 

The compensation plan document should include at minimum the following sections: 
• Compensation philosophy 
• Objectives of the plan 
• Compensation policies 

Henderson, 2006 
4 Henderson. 2006 
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• Administration of the plan 
• Reviewing, updating, and maintaining the plan 

Several types of variable pay systems are outlined in this memo including: merit pay plans, 
performance incentive pay plans, skill or competency-based pay plans, and combination pay plans. 
These are all variable pay plans that can be utilized by Minnesota public entities to incorporate 
variable pay into how they reward employees for performance. 

Merit Pay Plan 
Merit pay plans are developed and utilized to reward employees for their performance in their 
position. Merit pay is "an adjustment to base pay that relates directly to the employees 
performance"5

. One of the main purposes of merit pay plans is to reduce the feeling of entitlement 
by employees. An effective merit pay plan will ensure that increases given to the highest performers 
are larger than increases given to satisfactory or less-than-satisfactory performers.6 

Generally, merit pay plans provide increases that are built into an employee' s pay or pay range. 
This practice allows for the value of the increases to stay with the employee over the years and is 
compounded over time as additional increases are given. If the organization utilizes pay ranges, the 
merit increases would stop once the employee has reached the pay range maximum for their 
position . Often times, merit pay plans are set up similar to step pay plans, with the exception that 
the step increases are given only on the basis of an employee' s performance.7 This type of step pay 
plan would be considered a merit step pay plan. 

With merit pay plans, a formal performance evaluation method is typically utilized as the 
measurement tool for performance on which increases will be based.8 An example of this would be 
awarding a higher increase to an employee that earns an "exceeds" performance rating compared to 
an employee that earns a "satisfactory" performance rating. 

Merit pay plans are currently not commonly utilized in Minnesota local government public entities. 
The primary barrier for merit pay plans gaining momentum in the Minnesota public sector is the 
way employee performance is measured and managed. Merit pay plans are frequently criticized as 
not providing objective ratings between employees. Critics see merit pay plans as an opportunity for 
supervisors to " reward employees they like and pun ish employees they don ' t like through merit 
pay"9.When developing and implementing a merit pay plan, it is important to develop a fair and 
unbiased method to measure performance that is going to be tied to the merit pay plan . 

The conditions that need to be built into a performance evaluation system that is being used to 
determine merit increases provided to employees are: 

• The differences in employee performance must be quantifiable and measured. 
• Employees must understand the performance evaluation system and understand how to 

increase their performance ratings. 
• The individuals that provide performance ratings must understand the system and be given 

the tools to decide the appropriate performance rating for each employee . 

5 Hend erso n, 2006 
6 WorldatWork. (20 l 0). Base Pay Administration and Pay for Petfonnance. Scottsda le: WorldatWork. 
7 League of Minnesota C iti es. (20 l 5, March 3 ). Human Resource Ref erence Manual. Retri eved 20 15, from League of 

Minnesota C iti es: http ://lmc.o rg/medi a/document/ l/co mpensationchapter.pdf? inl ine=true 
8 League of Minnesota Cities, 2015 
9 League of Minnesota Cities, 20 15 
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Performance Incentive Pay Plan 
Performance incentive pay plans are developed and utilized to reward employees for meeting a 
specific performance goal. An incentive is "a motivating influence to induce effort above normal" 10

• 

Incentives are most commonly provided as either long-term or short-term incentives. Short-term 
incentives are " inducements offered in advance to influence short-range (annual) results" 11

. Long
term incentives last longer than a year. For Minnesota local government public entities, short-term 
incentives are more easily administered. An example of a short-term incentive is offering an 
employee incentive pay based on meeting a pre-set and measurable performance goal. The goal 
could be set for the individual , the individual 's team, the individual 's department, or the 
organization as a whole. 

Performance incentive pay plans usually provide incentive pay in the form of a one-time, lump sum 
payment made to an employee. A lump-sum payment is a one-time payment given to an employee 
instead of, or in addition to , a traditional base pay increase. These payments are normally delivered 
once a year during a performance evaluation when employee goals are reviewed . 

If performance incentive pay plans are utilized, Minnesota local government public entities need to 
ensure that the payment is allowable under Minnesota state law. The lump sum payment needs to be 
determined by a performance incentive that is tied to job performance. If the lump-sum payment is 
found to be considered a "bonus" it may also be considered a gift 12 which is considered an unlawful 
expenditure by a Minnesota local government public entity 13

. The League of Minnesota Cities 
provides the following three measures for Minnesota local government public entities to utilize 
when setting up a performance incentive pay plan to ensure it is lawful 14

: 

• Establish specific criteria or goals in advance that must be met in order to 
receive the incentive pay-preferably at the beginning of the year or 
performance evaluation period. 

• Have the [governing body, in this case - the City of Windom City 
Council] approve the pay incentives as a formal part of the employee 
compensation plan for the year. 

• Document that employees know about the incentive pay and know how 
they can go about earning it. 

Skill or Competency-Based Pay Plan 
Skill or competency-based pay plans are developed and utilized to reward employees for gaining 
new skills or competencies. These skills or competencies are typically in the form of additional 
degrees or certifications but can be in the form of a I ist of skills or competencies identified for each 
position by the organization. Examples could include an employee in an engineering position 
attaining a professional engineer certificate, or an employee in a line worker position learning how 
to operate a new type of electrical system. Skill or competency-based pay plans allow the 
organization to reward employees that are attaining specific skills and competencies the 
organization values in the employee's specific positon. 

10 Henderso n, 2006 
11 Henderson, 2006 
12 A.G. Op. I 07-A-3 (Jan. 22, 1980). 
13 Minn. Stat. § 471.895. 
14 League of Minnesota Cities, 20 15 
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Appropriate rewards need to be estab lished that correspond to the skills and competencies 
established for each position . This may be in the form of a pay increase or one-time or routine 
lump-sum payment. A reward could also be in the form of a promotion which could lead to a pay 
increase. This type of reward may also help develop career paths for certain positons. A career path 
is " the progression of jobs in an organization ' s specific occupational fields ranked from lowest to 
highest in the hierarchal structure". 15 Career paths are used to promote employees within the 
organization and can provide incentive to employees to stay within the organization. 

Combination Plans 
Due to the advantages and disadvantages of each type of variable pay system, multiple types can be 
utilized by organizations in one combination pay plan . A combination pay plan can use functions of 
different types of plans to cater to what motivates employees in different types of positons. An 
example of this could be utilizing a merit step pay plan until an employee reaches their position ' s 
pay range maximum to incent for high performance ratings, and at the same time utilizing a short
term performance incentive pay plan for employees to incent completing specific individual or 
group goals. 

Examples of Variable Pay Systems 

Although variable pay systems are still rare in Minnesota public sector entities, a few organizations 
have developed and successfully implemented variable pay structures. Three of these organizations 
are included below with a description of their variable pay structures. 

Scott County1 6 

Scott County developed and utilizes a variable pay system which they label a Pay-For Performance 
system. The system was developed and modified over the course of fifteen years (1995-2010). Scott 
County is located just south of the Twin Cities. At the time of developing the system (2004-2005), 
they were the fastest growing county in Minnesota, employed 950 employees (711 full time 
equivalents), had 9 labor unions, and had five conservative commissioners . They approached the 
project in three phases: 

• Phase 1 ( 1994-2005): Design, develop, and i plement a merit-based pay plan . 
• Phase 2 (2005-2008): Transition to a market-anchored pay system and update the pay-for

performance matrix. 
• Phase 3 (2009-moving forward): lmplement performance metrics and enhance participatory 

appraisal process 

Prior to 1996, Scott County utilized a grade system with 89 different grades, and a step system with 
9 steps. They utilized an annual performance appraisal utilizing 10 rating factors with an A-F 
grading system. Employee' s needed higher than a D to move to the next pay step . Scott County felt 
there were various issues with the system which prompted them to look into redesigning their pay 
and performance evaluation system. One issue they identified was that their system acted as a pass 
or fail system which did not recognize or reward superior performance. The pay system was 
essentially tied to tenure rather than contributions employees had on the county' s success. Also, 
once employees reached the ninth step there were no financial incentives to motivate employees 
beyond the across the board increases provided to all employees. These issues led to a push for 
change in the county' s compensation, classification, and performance appraisal practices. 

15 
Society fo r Human Reso urce Management. (2015 ). HR Terms. Alexandri a, Virginia, USA. 

16 Scott County. (2010). Scott County's Co mpensatio n and Pay -For-Perfo rmance (PFP) System. 
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In 1995, the county organized two non-union work groups to redevelop the county' s performance 
evaluation system. This included determining how performance expectations should be defined, 
develop evaluation forms, and developing a rating scale. The rating scale they developed included 
the following ratings: 

• Less than satisfactory 
• Fully Satisfactory 
• Exceeds Expectations 
• Outstanding in all respects 

The "exceeds expectations" rating was based on exceeding planned outcomes on two or more 
difficult objectives or one or more challenging objectives. The "outstanding in all respects" rating 
was based on exceeding planned outcomes on all challenging objectives. 

In 1996, the county redesigned its pay system . The new system utilized a grade system with 21 pay 
grades, pay ranges were expanded to include an additional portion of the pay range only for 
performance increases, and it appears steps were eliminated. At this time, non-union employees 
were transitioned to the pay-for-performance system. The system was tied to the performance 
evaluation system developed by the two non-union work groups. Two types of rewards were given, 
which included a base pay adjustment and a lump-sum amount. Both types of rewards were given 
as a percentage of the employee' s pay. The county developed and implemented various percentage 
amounts for each type of reward at each level from 1996-2005 in their Merit Increase Matrix in 
addition to across-the-board increases to pay ranges. 

The county' s Merit Increase Matrix is established by the Scott County Board of Commissioners 
(County Board) and identifies the available percentage increases for each level of employee 
performance. Each matrix cell identifies compensation adjustment options based upon the 
evaluation of employee performance. Each matrix cell contains two types of compensation 
adjustment options. The first option is an increase as a percentage of the employee's base rate of pay 
(Base Adjustment); the second reflects the percentage available in lump sum payment (Lump Sum). 
Guidelines for the matrix are reviewed on an annual basis by the Employee Relations Director. 
Recommendations for adjustment of the base rate or lump sum adjustment factors can be made 
based on market conditions or other relevant factors to the County Board for approval. 17 Chart l 
depicts the merit increase matrix developed for 2005. 

Chart 1 I Scott County 2005 Merit Increase Matrix 

Less Than Fully Exceeds 
Outstanding 

Satisfactory Satisfactory Expectations 
Base Ad_justment 0.0% 4.0% 4.5% 5.0% 
Lump Sum 0.0% 0.0% 1.0%-1.0% 1.0%-1.0% 

The labor unions were hesitant to transition onto the merit pay plan. This was due to the proposed 
change from a guaranteed step increase of approximately 4.3% to no steps with a potential no 
increase (except for across-the-board increases to pay ranges), lesser, or greater increase based on 
performance. rt was also due to the potential for supervisor subjectivity and favoritism. 

17 Scott Co unty. (2011 ). Retri eved 2015 , fro m Scott County: 
http ://www.co.scott.rnn .us/Co untyGov/countyboard/Documen ts/Cornpensati on%20P1an%20Policy. pdf 
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Eventually, the labor unions transitioned onto the merit pay plan by 2006, with three labor unions 
making the switch in 200 I, two making the switch in 2002, and two more making the switch in 
2006. 

From 2005 to 2008, Scott County conducted a market survey to assess how their salaries compared 
to the market. This was spurred by concern that they showed up very low in compensations surveys, 
needed to reduce minimum qualifications to recruit ew talent, needed to hire new employees at the 
top of pay ranges, and new employees were being paid more than those they replaced. As a result of 
the survey, the county increased and restructured their pay structure so it wa competitive and was 
tied to the market. Part of this change included anchoring the pay structure to the market which 
would be re-looked at annually using published survey data. The anchor point was the pay range 
midpoint that correlated to the market midpoint. 

In addition to tying the pay structure to the market, the county redeveloped their performance 
evaluation system. It moved back to evaluating performance evaluation categories including job 
tasks and work behavior and redefined their "exceeds" and "outstanding" performance ratings. As a 
result of the pay structure being tied to the market, Scott County decided to incorporate where 
employees fell within their pay range as a factor into the increases given in their merit increase 
matrix. Chart 2 depicts how the county incorporated this factor into their merit increase matrix. 

Chart 2 I Scott County 2008-2010 Merit Increase Matrix 

Between 
Less Than Fu lly Exceeds 

Minimum and Outstanding 
Market Midpoint 

Satisfactory Satisfactory Expectations 

Base Adjustment 0.0% 2.5% 4.0% 6.0% 
Lump Sum 0.0% 0.0% 0.0% 0.0% 

Between Market 
Less Than Fully Exceeds Midpoint and Outstanding 

Maximum 
Satisfactory Satisfactory Expectations 

Base Adjustment 0.0% 1.5% 3.0% 5.0% 
Lump Sum 0.0% 1.0% 1.0% 1.0% 

Between 
Maximum and Less Than Fully Exceeds 

Outstanding Performance Satisfactory Satisfactory Expectations 
Maximum 

Base Adjustment 0.0% 0.0% 0.0% 1.0% 
Lump Sum 0.0% 2.5% 4.0% 5.0% 

In addition to the changed merit increase matrix, the county again added to their job evaluation 
system by adding specific descriptors of what each level of performance looks like. 

Currently, Scott County still utilizes the same type of merit pay plan established in 2008. Although 
the structure has stayed the same, the rates in the merit increase matrix are updated and approved by 
the County Board each year. 

Scott County documents the details of their entire compensation plan, including their Pay-For
Performance pay plan, in a compensation plan policy separate from their general personnel policy. 
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University of Minnesota 18 

Although the University of Minnesota (UofM) is exempt from Minnesota's local government pay 
equity act and other laws that pertain to Minnesota I cal government agencies, the UofM 
incorporates systems that comply with many of these laws. Since the UofM operates using systems 
that comply with many of these laws it was included as an example for the purposes of this memo. 

The UofM developed and utilizes a variable pay system which they label a Merit Pay Program. The 
UofM defines their merit pay program as "a compe sation program where base pa(g increases are 
determined by individual performance (as opposed to across the board increases)" 9

. The merit pay 
program is able to be implemented for all employee groups in each university unit, department, or 
college (unit) . Each unit of the UofM is responsible for developing and implementing the merit pay 
program for their group based on policies and guidelines set by the UofM as a whole. 

Currently, the Professional and Administrative staff across all units take part in the merit pay 
program. By 2015, the UotM had the goal to move all employees to the merit pay program. 
The primary policies set for developing and implem nting a merit pay plan for a unit are the 
following: 

• Employees pay must stay within the position' s pay range 
• Instead of total base pay increases, emp loyees at the top of their pay ranges can receive 

some or all of their merit increases in the form of a lump-sum payment. 
• All employees that will be subject to the merit pay plan must receive communication and/or 

training on the merit pay plan 

Merit Pay Plan Options 
The UotM offers two types of merit pay plan models for units to decide between . These models are 
described in more detail in the sections that follow. After deciding on a model , the model can then 
be customized further based on the needs of the unit and budget restrictions. These customizable 
features include the size and format of increases (i .e. increase amount, dollar amount versus percent 
increase, and base pay adjustment versus lump sum payment), timing (i.e. performance review 
cycle, alignment with other increases and promotions, and eligibility), and delivery of increases (i.e. 
merit pool distributions between units, delaying increases for performance improvement). 

Model 1: Performance Only 
The first model allows the unit to assign increase amounts for each performance rating. This model 
bases merit pay increases on one factor, which is the performance rating earned by an employee. 
This merit pay plan is similar to Scott County' s 2005 merit pay plan that provided merit increases 
based solely on performance ratings. The UofM " Merit Pay Planning and Implementation Guide" 
states the reason you would utilize this pay plan is because it is "easy to communicate, sends a 
strong performance message, and does not require you to have identified pay targets for all your 

positions."20 An example of this model provided by the UofM is depicted in Chart 3 below. 

Chart 3 
UofM Model 1: Performance Only Merit 
r ncrease Chart 

18 Uni versity of Minnesota. (201 3, December 3 ). Merit Pay Programs. Retri eved 2015. from Uni versity of Minnesota: 
htt p://www 1 . umn .ed u/ohr/too I ki t/performance/meritpay /index . htm I 
19 Uni versity of Minnesota, 2013 
20 Uni versity of Minnesota, 201 3 
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Performance Score Increase 
5 - Outstanding 5.0% 
4 - Exceeds Expectations 3.5% 
3 - Proficient 2.25% 
2 - Requires Improvement 1.5% 
1 - Unsatisfactory 0% 

Model 2: Performance and A-f arket/Equity 

The second model allows the unit to assign increase amounts performance ratings for employees 
that are at different levels of their pay ranges (as the ranges relate to the market rates). This model 
bases merit pay increases on two factors including the performance rating earned by an employee 
and the employee ' s placement in their pay range. This merit pay plan is similar to Scott County' s 
2008-2010 merit pay plan that provided merit increases based on both the placement of the 
employee within their pay range and the employee's performance ratings. The UofM "Merit Pay 
Planning and Implementation Guide" states the reason you would utilize this pay plan is if you 
wanted to " reward employees based on their performance but you also want to consider external 
market value for similar positions and how employees are paid in comparison to each other in your 
unit."21 An example of this model provided by the UofM is depicted in Chart 4. 

Chart 4 
I UofM Model 2: Performance and Market/Equity Merit Increase 

Chart 
Performance Score Com pa-Ratio* Increase 

105% + 3.0% 
5 - Outstanding 95-105% 4.0% 

< 95% 6.0% 
105% + 2.5% 

4 - Exceeds Expectations 95-105% 3.0% 
< 95% 4.0% 
105% + 2.0% 

3 - Proficient 95-105% 2.5% 
< 95% 3.0% 
105% + 0% 

2 - Requires Improvement 95-105% 0% 
< 95% 1.5% 

l - Unsatisfactory 0% 

*Com pa-Ratio: Calculation of where an employee is located in their range compared to the range ' s 
midpoints, expressed as a percentage. 

21 Uni vers ity of Minnesota, 201 3 
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Dakota Count/2 

The Dakota County philosophy regarding compensation systems and wage and salary 
administration flows from a belief that all employees are to be provided competitive rewards for 
achievement. Embodied in this statement are the concepts of output or results-based merit pay in 
the context of market driven compensation structures. Contained within this broad statement are 
the County' s compensation goals, including l) attraction and retention of personnel, 2) 
rewards for excellence, 3) facilitation of compensation equity, 4) equitable distribution of limited 
County compensation resources, 5) achievement of pay/performance and contribution 
relationships, 6) possibility of salary differentiation from the highest to the lowest level of 
performance and contribution, and 7) clear communication of these objectives to all affected 
employees. The elements of Dakota County's compensation program have been structured to 
support and advance these objectives. 

Participation 
The provisions of this Plan apply to all Dakota County employees unless specifically addressed 
in a collective bargaining agreement. All Dakota County employees who are not represented by 
a collective bargaining unit, or are not participants in the Unclassified Employees' 
Compensation Plan, will participate in the Dakota County Merit Compensation Plan . New 
employees will participate immediately upon employment. 

Plan Update 
The Employee Relations Director will annually review all aspects of the Plan, including 
salary ranges and grade structure, salary increase matrixes, and administrative guidelines. Any 
recommended changes due to internal organization modifications, external market factors, 
strategic programmatic and administrative considerations, or other relevant issues will be 
proposed to the County Board in a timely fashion. 

Salary Structure 
The County salary structure consists of 17 salary grades with a corresponding salary range 
for each grade. Salary ranges are formulated around a midpoint, and a salary range spread is 
calculated. Salary ranges are segmented into four quartiles. The structure is midpoint-driven 
which means the market rate for County position is approximately the midpoint of the salary 
ranges. Market rate is defined as what comparison jurisdictions are actually paying employees. 
Movement beyond the market rate is dependent upon high performance ratings and tenure in 
position . 

Salary ranges are analyzed and may be adjusted each year based on a number of factors 
including relative changes in the labor market, inflationary measures, budgetary impact as well 
as fluctuation in the prevalence of certain job skills in the marketplace. 

Performance Reviews 
Supervisors shall conduct one informal interim performance review to occur mid-review 
cycle and one formal performance review to occur at the conclusion of the employee ' s 
performance review cycle. The annual formal performance review is used to assess the 
employee ' s contribution to organization results, to assess the employee' s career growth and 
development and in years when a compensation increase is available, to determine the 
employee' s eligibility for a merit increase. Performance reviews are assessed based on the 

22 Dakota County Merit Compensati on and Policy Pl an 
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performance objectives and competencies appr ved by Employee Relations for the job 
classification. 

The interim review is intended to ensure employees understand how they are performing 
against established objectives and competencies and provide the opportunity to discuss mutual 
expectations and make any necessary mid-year corrections. The interim review identifies 
strengths and areas for improvement. Interim reviews are documented in dated summary 
memorandum(s) and maintained by the department. 

The formal performance review is conducted within 15 days of employees' annual 
performance review dates. Prior to the conclusion of the evaluation period, employees are 
expected to complete a self-assessment and to transmit the self-assessment to the appraising 
supervisor for use in completing their performance review. 

Completed performance review documents are signed by the supervisor, the employee and the 
next higher level of management. The employee's signature indicates that the appraisal has been 
discussed with the supervisor, but does not necessarily indicate agreement with document 
content. Employees shall be provided adequate time to review and provide summary 
comments to the final review document. If an employee refuses to sign the document, it is 
so noted and the review is processed. Completed performance review documents are retained 
by Employee Relations consistent with the County retention schedule and related policies. 

At the discretion of management, a supervisor's salary increase may be delayed until all 
scheduled performance reviews are completed. The performance review process combines an 
assessment of objective success measures and position competencies. 

Exceptional Performance - is reserved for rare achievements. Employees who receive this 
level of performance have performed at a level that is well beyond the performance of their top 
performing peers in a given year. These employees have developed, implemented, or created 
processes or work results that surpassed all others and brought great value to the County. 

Greatly Exceeds Performance Standards - is reserved for a limited number of employees who, 
in a given year, demonstrate extraordinary perfor ance. This rating may result from especially 
noteworthy accomplishments and/or exceptional performance during the review period that 
exemplifies organizational excellence. 

Exceeds Performance Standards - is to recognize a pro-active performer. Results of 
assigned responsibilities consistently meet and frequently exceed baseline expectations. 
Routinely evaluates priorities and maximizes opportunities for improvement and collaboration; 
is pro-active and effective in performing for group success, integrating change, learning and 
sharing information , understanding and sustaining organizational values and objectives; serves as 
an example of professionalism and excellence. 

Meets Performance Standards Performance - is to recognize a reliable, responsive 
performer. Results of assigned responsibilities meet baseline expectations, regularly or with 
minimal training or coaching. Takes the steps needed to accomplish tasks, can integrate change 
as proscribed, complies with group needs while performing individual tasks, and can learn and 
apply specified information when necessary. Demonstrates conduct appropriate for the workplace 
and acts consistently within organizational values and objectives. 
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Below Performance Standards - does not achieve baseline performance expectations due to 
insufficient skill or effort. Results of some or all assigned responsibilities fail to meet baseline 
expectations. Frequently requires assistance, coaching or regular oversight to complete 
basic/routine job responsibilities. May be inconsistent in the demonstrated ability to adapt to 
change and apply new information to assigned tasks or roles and their performance may slow or 
damage group productivity, functioning or credibility. 

Employees who receive a Below Standards rating will receive formal performance reviews at six
month intervals until documented performance warrants a Fully Meets Standards rating. If after the 
six-month review the employee receives a Meets Standards or above rating, a full merit increase is 
processed and the review date is adjusted to twelve months after that date. Employees who receive 
multiple or consecutive Below Standards ratings will be subject to disciplinary proceedings, up to 
and including discharge. 

Individual Development Plans 
As part of the County' s formal performance review process, supervisors and employees are 
encouraged to jointly complete an Individual Development Plan (IDP) . Formal discussions of job 
and career objectives, position enrichment and development may also be included. 
Development or career objectives should be tied to departmental and County-wide goals. 

Completion of an IDP is required if the employee is planning to request tuition 
reimbursement or if a supervisor has determined that the employee is to complete one. 

Salary Increase Matrix 
The County Merit Matrix is based on the princip le that salary range position and performance 
as reflected in organizational contribution bear a direct relationship and that gravitation toward 
the market rate (Q2) should occur. 

For purposes of the salary increase matrix, salary range position is identified by com pa-ratio. This 
figure represents participants' actual compensation expressed as a percentage of Q2 of the assigned 
salary range (i .e. compa-ratio of 100.0 = actual compensation at Q2 of the salary range). 

The structure of the annual merit matrix reflects percentage increases based on two dimensions: 
range position (Quartile l , 2, 3 & 4) and performance rating. When a merit increase is 
available, a high performer in a low segment of the salary range may receive a greater base 
salary increase than an equivalent performer in an upper portion of the salary range. Note that 
employees, whose performance is rated as Below Standards, are in no case eligible for an increase 
to base salary or a lump sum payment. In no instance will an employee' s base salary be increased 
above the range maximum. 

The Merit Matrix guidelines provide maximum recommended percentage increases for each level 
of performance and for each of the four salary quartiles. Contained within each matrix cell is a 
recommended base salary adjustment. All below Q2 salary actions are a percentage of the Q2 rate. 
All above Q2 salary actions are a percentage of the employee' s base salary. 
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PERFORMANCE RATING 

Exceptiona Greatly Exceeds Meets Below 
Salary I Exceeds Standards Standards Standards 
Range Performan Standards 

+ 1.0% 2.5% base+ 2.5% base + ~.5% base+ 0% 
R4 IJ,ump sum 4.0% lump sum 3.0% lump ~.0% lump 

sum sum 

+ 1.0% 3.5% base+ 3.5% base+ 2.5% base + 0% 
RJ [ump sum 3.0% lump sum 2.0% lump 2.0% lump 

sum sum 

+ 1.0% 6.5% base 5.5% base 4.5% base 0% 
Q2 [ump sum 

+ 1.0% 6.5% base 5.5% base 4.5% base 0% 
Ql Lump sum 

Administering an effective performance-based, market system requires a commitment to truly 
differentiate performance. There is no expectation that every employee wi ll reach the salary 
range maximum. Appropriate ratings differentiation is expected . Those employees who perform 
at higher levels receive greater rewards. 

Extra Meritorious Award 
The Extra Meritorious Award provides up to a 2% lump sum payment of the employee ' s 
salary for recognition of special achievements outside the normal expectations of a non- union 
employee' s position. Employees are eligible for an Extra Meritorious Award once per calendar 
year. Extra Meritorious Awards are approved or disapproved by the County Manager after 
review and consultation with Employee Relations. 

Promotion 
A promotion is defined as the se lection of an internal candidate through the compet1t1ve 
recruitment process into a position at a higher salary grade. At the time of a promotion decision, the 
affected employee receives a performance review of the time worked in the current position since 
the most recent performance appraisal. Upon promotion, employees are eligible for an increase of 
up to l 0% of their actua l base salary, or placement at the new salary range minimum, 
whichever is greater. If the employee's resulting base salary is below Quartile I of the new 
salary range, internal equity and the employee's appropriate placement within the salary range 
may be considered when implementing a promotional salary action and an additional increase 
may be proposed. All promotional salary actions require approval by Employee Relations. 

Employees promoted into a supervisory position will typically not earn less than 90% of the 
highest paid subordinate employee in the work unit unless unique circumstances exist. All 
promotional salary increases will be approved by Employee Relations and reviewed with the 
Department Director prior to a promotional job offer being extended. 
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Reclassification 
A reclassification is defined as movement to another salary grade or classification as a result of 
approved changes in job duties significantly modifying the position responsibilities. When a 
position is reclassified to a higher salary grade, employees are eligible for an increase of up to 
5% of their actual base salary or placement at the new salary range minimum, whichever is 
greatest. 

Through the periodic job description review process, the County ensures job descriptions are 
reviewed and updated regularly as changes to services, processes and related job duties 
occur. When a department plans a substantive structural or work process change they are urged 
to contact Employee Relations to determine if a reorganization review is needed to ensure 
classification consistency is maintained and the proposed changes are cost neutral. 

Positions may be reclassified with no change in salary grade, upward (higher salary grade); or 
downward (lower classification/salary grade). If the affected employee's current salary is below 
the new salary range minimum, their salary is increased to the range minimum. 
Reclassification downward generally results in no immediate change to the employees' 
salary. If the employee ' s salary is above the salary range maximum for the new classification, 
their salary is frozen until such time as the salary is within the new salary range. When the 
employee's salary is within the new salary range and in years when a merit opportunity is 
available, the employee will be eligible on their normal performance review date for a merit 
increase based upon documented performance rating. Reclassification of a job class does not 
change the employee's review date or seniority date. 

Working Out of Grade 
Out-of-grade pay may be requested whenever an employee is designated by their supervisor to 
perform all of the duties and responsibilities of a position in a higher salary grade for a period 
of 10 consecutive work days or more. Employee Relations reviews the proposed out-of-grade 
request prior to an appointment and approvals shall be limited to a period not to exceed six
months, however extensions may be requested. Generally, working out-of-grade is the result of a 
temporarily vacant position. In such a case and for the duration of the out-of-grade 
assignment, the employee is eligible for a payment of up to 5% of their actual base salary, or 
placement at the higher salary range minimum, whichever is greater. The out-of-grade payment 
will be retroactive to the first day the employee worked in the higher classification and may be 
paid as an adjustment to the hourly rate or paid in a lump-sum at the conclusion of the out-of
grade assignment. Employees being considered for an out-of-grade assignment must meet the 
minimum qualifications of the position in the higher classification. 

Whenever an employee is directed to temporarily perform most, but not all, of the duties and 
responsibilities of a position in a higher salary grade as defined above for a period of 10 
consecutive work days or more, the employee is eligible for a partial out-of-grade -s-payment of up 
to 3% of their actual base salary to be paid in a lump-sum as indicated in paragraph one of this 
section. 

If an employee's review date occurs during the time they are working in an out-of-grade 
assignment, a salary adjustment consistent with the Merit Compensation Plan is computed based 
upon the employee' s regular position, as defined in this policy or applicable labor contract. 
The out-of-grade rate is then added to the employee ' s new base salary. When the employee 
returns to their regular position, they are compensated at their regular rate and they no longer 
receive the temporary payment received for the out-of-grade assignment. 
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lf the employee is promoted to the out-of-grade pos1t1on, the time since the employee ' s last 
performance review is "closed out" by conducting a performance review for the period in 
question . The employee then serves a six month probation period. The salary of the 
promoted employee shall be no less than the rate of pay while serving in the out-of grade 
assignment. 

If a classified employee is temporarily appointed to an unclassified position, these guidelines may 
be adjusted to fit the circumstances, subject to review by Employee Relations. 

Approval Process 
All performance review and salary increase materials and documentation require two levels of 
approval signatures. Consistent with County policy, individual Divisions/Departments may 
require additional approvals. After appropriate Division/Department approval, all review 
materials are forwarded to Employee Relations in advance of the payroll deadline, for final 
approval and processing. 

Market Adjustment 
When a market analysis for a specific job class indicates the assigned salary range mid- point 
deviates, positively or negatively, from the market by more than l 0%, the job class may be placed 
at an established salary grade that most closely corresponds to the applicable market rate. The 
job class is administered in the context of the adjusted grade. All market adjustments will be re
evaluated on a regular basis. 

City of Windom Compensation Options for Consideration 

General Compensation Plan 
The following sections describe various aspects of City of Windom ' s compensation plan that relate 
to incorporating a variable pay system into the City' s overall compensation plan. 

City of Windom Philosophy 

The proposed compensation philosophy for the City of Windom for all employee groups is the 
following: 

It shall be the policy of the City of Windom to provide a fair 
compensation plan. The City of Windom holds a firm commitment 
that fair compensation based on entity comparisons is in the best 
interest of the community. The retention of our most valuable asset, 
human resources, is essential for the long-term well-being and 
continued success of the City of Windom and its employees and 
community. 

If variable pay is included into the compensation plan, the City of Windom should consider 
including text in their compensation philosophy reflecting their intent to drive performance with a 
variable system. If the City of Windom feels that compensation should not be utilized to drive 
performance, the organization should consider not implementing a variable pay system. 

Compensation Plan Document 

The City of Windom currently does not have a separate compensation plan document from the City 
of Windom personnel policies. The City of Windom should develop a compensation plan document 
that includes detail s regarding the organization 's pay strategies, policies, and administration. This 
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document should be separate from the organization ' s personnel policies. If the City of Windom 
implements a variable pay system, the City of Windom should include details on the variable pay 
system in their compensation plan document. The compensation plan document should include at 
minimum the following sections: 

• Compensation philosophy 
• Objectives of the plan 
• Compensation policies 
• Administration of the plan 
• Reviewing, updating, and maintaining the plan 

Proposed Variable Pay System and Options for Consideration 
The proposed variable pay system and options for additions to the proposed variable pay system are 
described in the sections that follow. The current proposed variable pay system and the options for 
consideration are for the Management Employee group which includes only non-union employees. 
This is due to the complexities and uncertainty of getting labor unions to agree to the adoption of a 
variable pay system. In the Scott County example provided, the process of implementing a variable 
pay system can take many years and can take different shapes as the organization changes. It took 
approximately ten years to get some of their labor unions to start using their variable pay system. 
The City of Windom should continue to work on implementation of a variable pay system with the 
Management Employee group, and may wish to consider expanding the participation to the union 
employee groups eventually. 

Proposed Merit Pay Plan 

The 2017 Proposed Base Pay Structure in Attachment G includes using a merit pay plan for the City 
of Windom Supervisory Employee group. The study included designing a variable pay system 
(performance pay, merit pay and/or skills or competency pay), which is described in the following 
sections. Ideas on how to tie the variable pay plan to the City of Windom performance evaluation 
system were not included in the scope of the study but are addressed in the sections below. 

Pay Plan Structure Design 
During the study, it became apparent that many of the Management Employees felt they were not 
moving through their pay ranges to attain internal equity among employee groups or external equity 
with comparable jobs in the market. The proposed merit pay plan is set up in the form of a merit 
step pay plan. The merit pay plan is built into the step system so employees will move through their 
pay ranges at a constant rate based on satisfactory performance and have the ability to earn an 
additional step by achieving a certain level of performance. The increases are given to the 
employee ' s pay which allows for the value of the in creases to stay with the employee over the years 
and compounded over time as additional increases are given 

The proposed exempt pay structure contains seven steps (including the start step). The start step is 
set at the minimum of the range (80 percent of the range maximum) and increases (3.33 percent) 
after the first six months, and (3.33 percent) for each step thereafter. After the first six months in a 
position, and upon satisfactory performance, the next step may be awarded. After the first year in a 
position, upon satisfactory performance, an annual step increase may be awarded until the range 
maximum is reached. After the first six months, an additional step may be awarded each year based 
upon meeting a specific pre-set performance goal or outstanding performance. 
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Tying Merit Pay to Performance 

As part of the study, the performance based pay structure was developed. However, tying the merit 
pay system to the performance evaluation system was not included in the study. The merit pay plan 
should use the following option to tie the Management Employee merit pay plan to employee's 
performance. 

The most common option for tying a merit pay plan to performance is through the use of an annual 
performance evaluation rating method. One option the City of Windom could use to tie the 
proposed merit step pay plan to the employee' s performance is to award the additional merit step 
based on reaching an above satisfactory performanc rating at the employee ' s annual performance 
review. In addition, this would not cause extra work administratively, since the initial step is 
provided based on a satisfactory performance rating. It is important that the conditions listed in the 
last paragraph of Section II.A labeled Merit Pay Pia are incorporated in the performance 
evaluation method. 

Sections 3.A and 3.8 of the attached Annual Performance Evaluation Template, Attachment H, 
provide examples that can be used for the annual performance rating method for the merit pay plan. 

Proposed Performance Incentive Pay Plan 

Based on the research presented through this memo and preferences expressed by management, the 
following sections outline an option the City of Windom can use as an additional variable pay plan 
to supplement the proposed merit pay plan. 

Pay Plan Structure Design 
A performance incentive pay plan would be the best option for an additional variable pay plan. This 
would allow the City of Windom to reward employees for completing specific projects individually 
or as groups. A performance incentive pay plan wo Id also give the City of Windom flexibility to 
reward employees through lump sum payments once employees reach the top of their pay ranges. 

If implemented, the performance incentive pay plan should be structured to provide short-term 
incentives based on meeting a specific and measurable performance goal or goals set at the 
beginning of the calendar year or at the employee's annual performance review on their anniversary 
date. The performance goals can be set on an individual basis or based on the team achieving a 
collective goal. The pay plan should provide incentive pay in the form of a one-time, lump sum 
payment made to an employee based on completing the performance goal or goals. The lump sum 
payment should be set as a specific dollar amount or as a percentage of the employee 's base pay. 

One or multiple levels of payment amounts should be developed depending on if the City of 
Windom wants to use multiple factors to determine how much incentive pay employees are eligible 
for. The City of Windom can differentiate the paym nt amount based on the level at which the 
performance goal or goals were completed by the employee, or based on the employee's placement 
in their pay range . If multiple factors are utilized in etermining how much incentive pay employees 
are eligible for, an incentive pay chart should be established. If the City of Windom prefers to 
reward employees strict ly on the completion of the performance goal or goals, one level of pay 
should be available to employees. If the City of Wi dom prefers to reward employees based on the 
level at which the performance goal or goals were completed, multiple levels of pay should be 
established based on set parameters that describe the various levels of completion. If the City of 
Windom prefers to differ the amount of incentive pay eligible to employees based on the 
em ployee' s current placement in their pay range, multiple levels of pay should be established based 
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on the employees step placement in the merit step pay plan. The lump-sum payment should be 
provided in addition to, the merit step pay plan and any across the board increases given to the pay 
structure. 

When making decisions on the final design of the performance incentive pay plan, the City of 
Windom mission and compensation philosophy should be utilized to align the pay plan to the needs 
of the City. If implemented, the City of Windom should annually reevaluate the effectiveness of 
their performance incentive pay plan and make adjustments as need that best fit the needs of the 
organization. 

Tying Additional Variable Pay Structure to Performance 
If a performance incentive pay plan is utilized, the City of Windom needs to ensure that they legally 
provide incentive pay so it is not considered a "Bonus" . To do this, the City of Windom should use 
the measures provided by the League of Minnesota Cities when tying the performance incentive pay 
plan to the City of Windom ' s performance evaluation system. These measures include: 

• Developing the performance goal or goals at the beginning of the calendar year or at 
their annual performance evaluation. 

• Have the City of Windom City Council approve the performance incentive pay rate or 
incentive pay chart as a formal part of the employee compensation plan for the year. 

• Keep documentation on when each employee was informed of the performance 
incentive pay plan including how they can become eligible for the incentive pay. 

Section 3.C of the Annual Performance Evaluation Template (Attachment H) provides an example 
that can be used for goal evaluation method for a performance incentive pay plan. This example 
uses multiple ratings to determine the level at which the performance goal or goals were completed 
by the employee. Section 5 of the attached Annual Performance Evaluation Template provides an 
example that can be used for setting goals. 

Budgeting for Variable Pay 
In order to motivate employees, the variable increases or payment amounts need to be significant 
enough to differentiate the variable pay from the employee ' s base pay (e.g. , the increase must not 
be so trivial as to be deemed inconsequential).22 To do this, it is important the City of Windom 
accurately and effectively budgets for variable pay each year. Due to financial constraints of every 
public entity, funding a variable pay system will and should be a significant consideration. Public 
entities typically have a budgeted amount, or are required to budget a certain amount of money to 
be utilized for variable pay within their compensation budgets. This is generally separate from the 
amount budgeted for base pay. Due to the uncertainty as to the number of the employees that will 
earn variable pay, there are various ways that organizations can set this budget amount. 

One option is projecting which employees will meet performance goals, and setting the variable pay 
budget accordingly. Projections are typically set by identify past trends of the number of employees 
that will be awarded each type of variable pay and at which levels. Jf the variable pay system is 
fairly new, individual employee performance trends could be used to project the number of 
employees that will reach each of the variable pay levels. This may not be the most reliable source 
if the performance evaluation system has changed due to the implementation of the variable pay 
system, or since the purpose of utilizing a variable pay system is to promote higher performance. 

Another option is setting the variable pay budget at a certain percentage of the city' s compensation 
budget (e.g. , 2 percent of the city ' s compensation budget). This variable pay budget would then be 
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allocated among employees based on performance and meeting incentive goals. With this option, 
City Management and Supervisor would then be required to make judgments to limit the number of 
exceptional performance ratings if not enough money was budgeted. ff this happens, the system 
becomes more subjective and some employees that deserve variable pay may not receive it. This 
may result in decreased employee morale and mistrust in the variable pay system. 

When budgeting for the variable pay system, the City of Windom has the option to set variable pay 
rates at zero. This would result in no variable pay increases, but allow the City of Windom to 
maintain their variable pay systems in their compensation plan documents. Rates can then be 
increased when the organization has the means to award variable pay again. 

After considering the information and options in this memorandum, we recommend that the City of 
Windom contact us to discuss the options and the mechanics of implementing the desired option(s), 
if any. 

SECTION 6. CONCLUSION AND IMPLEMENTATION 
Recommendations for implementation were drafted based on the findings of the study, as well as 
discussions with and preferences expressed by the City's management. These recommendations 
for implementation are included in Attachment I. The financial implications and recommendations 
for implementation are also included in this attachment. The City always has the option to not take 
action on any of the recommendations proposed throughout this study. 

To assist management with implementing the recommendations included in this report, various 
tools have been, or will be, prepared and provided to management. The paragraphs below outline 
the tools and resources provided and how they should be used during the implementation and 
maintenance of the classification and compensation system. 

Job Analysis Questionnaire 
A copy of the Job Analysis Questionnaire (JAQ) has been provided to management to conduct a 
job analysis on any new or existing positions as needed. The JAQ should be used in conjunction 
with other materials provided to management to update the classification and compensation for 
positions. 

Job Descriptions 
We have provided a recommendation for the City of Windom to include complexity and 
responsibility statements in future revised job descriptions and future new job descriptions. 

Job Description Drafting Guide 
Management has been provided with this guide that can be used, in conjunction with the Job 
Analysis Questionnaire, to draft a new or updated job description for a City job. 

Compensation Plan 
This document establishes a plan to clearly, effectively, consistently and efficiently manage the 
classification of and compensation for City employees. 
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Classification and Compensation Manual 
A manual has been, or will be, provided to management on the overall classification and 
compensation system prepared by Flaherty & Hood for the City. The handbook contains details 
on understanding and maintaining job descriptions, job evaluation ratings (points), base pay 
structure, and records maintenance, along with electronic user-friendly documents to maintain 
such items. 

Fu rt her Consultation 
Flaherty & Hood is always available to answer questions and provide further classification and 
compensation or labor relations services that may be needed. To ensure an unbiased process, 
Flaherty & Hood is able to conduct job analysis and re-evaluate positions on an as needed basis 
for a flat per position fee. Flaherty & Hood is also able to conduct salary surveys on a repetitive 
basis to ensure the most up to date market data is collected and used in an unbiased manner. 
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Position Classification Change Worksheet 

The spreadsheet below contains any proposed changes to City of Windom position titles, current and propos~d FLSA exempt status (in ascending alaphabetlcal order by position title). Any changes or 

additions to a position are indicated by the proposed change or addition highlighted in yellow. All positions 1Aoithln this Position Classification study have been determined to be exempt positions. 

,. --
-- - - - - .. - ---- -- - .. .. - - -. - -

Administration Assistant City Administrator Assistant City Administrator New Exempt 

Police Assistant Police Chief Assistant Police Chief Exempt Exempt 

Bulldlng/Zonfng Building Official Building Official Exempt Exempt 

Administration City Administrator City Administrator Exempt Exempt 

Community Center Community Center Director Convnunity Center Director Exempt Exempt 

Economic Development Economic Development Director Ecoromlc Development Director Exempt Exempt 

Electric Electric Superintendent Electric Superintendent Exempt Exempt 

Electric Electric UtlHty Manager Electric Utility Manager Exempt Exempt 

Administration Finance Director/Controller Flna,ce Director/Controller Exempt Exempt 

Library Library Director llbr~ry Director Exempt Exempt 

liquor liquor Store Manager liquor Store Manager Exempt Exempt 

Police Pollce Chief Police Chief Exempt Exempt 

Public Works Public Works Director Public Works Director New Exempt 

Arena, Pool, and Recreation Recreation Director Recreation Director Exempt Exempt 

Streets & Parks Streets & Park Superintendent Streets & Park Superintendent Exempt Exempt 

Telecom Telecom General Manager Tele : om General Manager Exempt Exempt 

Water & Wastewater Water/Wastewater Superintendent Wat~r/Wastewater Superintendent Exempt Exempt 

Key: 

Exempt employees (e .g., executive, administrative, and professlcnal employees; etc.) are not subject to the provisions of the Fair Labor Standards Act (i.e., 

FLSA Exempt Status minimum wage and overtime pay). Nonexempt employees are covered by the provisions of the Fair Labor Standards Act (e.g., employees engaged In, or 

producing goods and services for, interstate commerce; employees of certain hotels, restaurants, or motels; governmetn employees, etc.). Glossary of 

Compensation Terms, U.S. Department of Labor (1998). 
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Minnesota - State Job Match Job Evaluation System Summary 

The following is excerpted from State Job Match Job Evaluation System (MMB, 2009), available at: 
https://mn.gov/mmb-stat/pay-eguity/2009-state-job-match-final.pdf. 

The purpose of the Local Government Pay Equity Act passed in 1984 is to correct historic gender
based wage discrimination in public employment in Minnesota. This is an ongoing process and 
requires ongoing compliance. The law requires that female classes not be paid consistently below 
male classes of "comparable value." Comparable value is the job evaluation rating or points assigned 
to a job class and the focus of this booklet. 

Establishing job evaluation ratings is the first step in the pay equity process. It is important to 
remember that comparable value or a job evaluati n rating does not include seniority or performance; 
rather it is an evaluation of job content. Job content is measured by the skill, effort responsibility and 
working conditions required of the job class. ln addition, job evaluation should not be interpreted 
strictly as a rigid "pay for points" system where each point is worth "x" dollars. Pay equity can be 
achieved and requirements of the law met even though some jobs with the same points do not receive 
exactly the same pay. The second part of the pay equity process is pay analysis and more information 
is available on this and compliance requirements at www.mmb.state.mn.us. 

The State Job Match System of job evaluation is intended as a straightforward, simple tool to help 
local governments effectively analyze the jobs in their jurisdictions by matching up job descriptions 
with descriptions for state jobs that have already been rated. Once the descriptions have been 
matched, a rating or ' job points" can be assigned to the local government job. Job evaluation is not 
an exact science and if done well, will involve thorough discussion and unbiased decisions. Job 
analysis must be completed before pay analysis is done. 

Description of the Job Match System & Website 

Job match is a simple, inexpensive way to assign points to jobs in your jurisdiction by matching them 
to descriptions of state jobs found in this booklet. To make it easier, this booklet is divided into 17 
job categories. In each category there are groupings of jobs. Within each group the state titles are 
listed from lowest to highest ranking. There are five columns on each page as follows: 

• Column 1: Titles of jobs typically found in local government. Note: PES Benchmark refers to 
a "Public Employment Survey" done by the state ' s job evaluation consultant, Hay and 
Associates. 

• Column 2: Titles of jobs found in state government. 
• Column 3: Job evaluation points assigned to state jobs using the Hay and Associates method 

of rating jobs. 
• Column 4: The range of points for the job that is listed . 
• Column 5: Overview and brief job description. 2 If you cannot find a match in this booklet, 

check our web site. There are approximately 1800 job descriptions and point ratings for state 
jobs on the Minnesota Management & Budget's (MMB 's) web site at www.mmb.state.mn.us. 
You can view job descriptions and classification at http://www.mmb.state.mn.us/staff
hr/class-specs. You can find corresponding Hay point ratings at 
http://www.mmb.state.mn.us/hay-ratings. 
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Proposed Job Eva luation Ratings 

Current Job 
Proposed 

Proposed Position Title 
State Job Matched Position 

Evaluation 
Job 

Department 
Title Evaluation 

Rating 
Ratings 

Administration City Administrator City Administrator 483 483 
City Clerk/Treasurer and City 

Administration Assistant City Administrator Manager New 396 
Public Works Director/ City 

Public Works Engineer Electric Distribution Supervisor New New 

Electric Electric Utility Manager Electric Distribution Supervisor 353 363 

Informat ion Technology 

Special ist 3 & Information 

Telecom Telecom General Manager Technology Specialist 4 342 360 

Admini stration Finance Director/Control ler Accounting Supervisor Senior N/A 353 
Police Po lice Chief Police Ch ief 353 3S3 

Economic Development Economic Development 

Economic Development Authority Director Coordinator New 342 
Police Assistant Police Chief Police Detective New 297 

Water/Wastewater 

Water and Waste Water Superintendent Water Plant Supervisor 291 291 

Highway Maint enance 

Streets and Parks Street/Park Superintendent Supervisor 301 301 

Li quor Liquor Store Manager Liquor Store Manager 291 291 
Building Services Manager and 

Institution Community 

Arena, Pool and Recreat ion Parks/Recreation Director Relations Coordinator 300 289 

Bui lding and Zoning Build ing Official Bu ild ing Offi cia l 282 282 

Library Library Director Librarian 166 224 

Electric Electric Utility Superintendent Power Plant Supervisor New New 

Community Center Community Center Director Building Services Manager 300 271 

Key: I 

Positions are listed in descend ing order based on the "Proposed Job Evaluat ion Ratings" from highest to lowest Job 

Evaluation Rating. Pos itions highlighted in ye llow have a change and/or either an increase or a decrease in points from 

the current Job Evaluation Points. Positions highl ighted in orange are new posit ions. 

Notes: 

MN State Job Match Eva luat ion System: All pos it ions were eva lLated using t he MN State Job Match Job Evaluation System 

(SJM). http://www.beta.mmb.state.mn.us/doc/comp/hay/StateJobMatch.pdf 
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Protected Nonpublic Data 

Windom External Sources 
The following describes Flaherty & Hood, P.A.'s proposed external market sources to collect and evaluate data 
from for use in the Wage/Labor Benchmarks/Market Pricing portion of the Job Classification and Compensation 
Study it is doing for the City of Windom. Any other market sources use by Windom for other purposes or for a 
specific department, position or employee group (e.g., union) within Windom may still be utilized for such 
purposes. Each source may be assigned a weight for the importance of the source in determining the market 
compensation that will be utilized to determine appropriate compensation for this study. 

Cluster Analysis 
Background 
Cluster Analysis is a statistical data analysis tool for solving classification problems. This analysis tool can be used 
to combine cities into various subgroups based on various factors until the subgroups form one of the several 
clusters. The number of cities being compared determines the number of clusters formed . Cities that are most 
comparable are located in the same primary subgroup/cluster. Therefore, its purpose is to sort cases (in this 
case, cities) into groups or clusters in which the degree of association is strong between members of the same 
cluster and weak between members of different clusters. 

Because it is more statistically objective than side-by-side comparisons, Cluster Analysis is common for statistical 
models that describe or identify groups. For purposes ofthis study, Cluster Analysis is valuable because it 
objectively reveals associations in data that may not be init ially evident. 

Cities Comparable to Windom 
Based upon a Cluster Analysis of Greater Minnesota cities with populations within 50% of Windom's population 
and within 150 miles of Windom, the following eleven cities have been identified as within Windom' cluster in 
descending order of population : 

Lesueur 4,073 73 648 $673.89 $48,407 6,317 
Cannon Falls 4,108 119 892 $643.00 $42,279 7,377 
Sauk Center 4,406 129 673 $630.42 $50,506 6,890 
St. James 4,604 26 297 $713.36 $43,533 7,402 
Luverne 4,704 57 535 $691.62 $38,351 4,953 
Princeton 4,732 139 626 $588.77 $35,743 6,147 
Redwood Falls 5,207 47 475 $757.48 $44,784 9,433 
Montevideo 5,327 80 443 $823.98 $44,503 7,825 
Morris 5,436 125 422 $690.89 $41,975 6,691 

Glenco 5,552 78 441 $629.10 $54,618 4,628 
Litchfield 6,741 91 523 $639.99 $50,668 5,456 

The input data for the comparable cities are summarized in the above-table. The factors utilized (as listed in the 
table) were the following: (1) Population (Minnesota State Demographic Center, 2014 Population Estimates), (2) 
Distance to Cluster City (Minnesota Geospatial lnformatior Office), (3) Taxable Tax Capacity Per Capita (League 
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of Minnesota Cities, 2015 Property Tax Report , 2015), (4) Minnesota State 2015 Local Government Aid Need per 
Person (Minnesota Department of Revenue, 2016 Local Government Aid Factor Values, 2015), (5) Median 
Household Income (U.S. Census American Community Survey, 2009-2013 estimates), and (6) Total Crime Rate 
per 100,000 people (Minnesota Department of Public Safety, "Uniform Crime Report" 2014) . 

Other Sources 
Based on the recommendations from City supervisors and managers, external market data will also be collected 
and evaluated from the following sources : 

Position(s) Additional Entity Additional Survey Sources 

• City Manager • Cities of Zimmerman and Cambridge 

• Electric Utility Manager • Cities of Blue Eart and Delano and • Minnesota Municipal 
the South Central Electric Utilities Association 
Association 

• Finance Director/ Controller • City of Isanti 

• Library Director • Cities of Slayton and Sleepy Eye 

• Liquor Store Manager • City of Litchfield 

• Parks and Recreation • City of Winona 
Director 

• Police Chief and Assistant • County of Cottonwood 
Police Chief 

• Telecom General Manager • Cities of Crosslake and Monticello, • Minnesota Telephone 
MN, Spencer and Algona, IA, and Association Salary Survey 
Reedsburg, WI; Lake Connections 
(Broadband Provider) in Two 
Harbors, MN and The Southwest 
Minnesota Broadband Services 
(SMBS) in Lakefield, MN 

• Water and Waste Water • City of Blue Earth • Minnesota Municipal 
Superintendent Utilities Association 

Sources Excluded 
The City of St. Louis Park was proposed as a market source for the Finance Director/ Controller. Because of the 
collective substantially larger size of St. Louis Park (i .e., over 48,171), substantial distance (i .e., over 140 miles) 
and location in the Twin Cities Metropolitan Area, Flaherty & Hood, P.A. did not include St. Louis Park as a 
market source. 

The counties of Jackson, Nobles, Redwood, Renville, and Watonwan were proposed as potential market sources 
for the Pol ice Department. As there were a sufficient number of comparable cities for th is employee group, and 
due to the fact that counties have different funding mechanisms, responsibilities, and structures, Flaherty & 
Hood, P.A. did not include the counties of Jackson, Nobles, Redwood, Renville and Watonwan as market 
sources. 
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City of Windom Market Survey Responses by Position/Entity 

This worksheet contains an alphabetical list of the Windom Supervisory Positions from the 2016 Classification 

study. Under each position is a list of the cities that responded to the Market Survey. 

Assistant City Administrator 

City of Litchfield 

Assistant Police Chief 

Cottonwood County 

City of Glencoe 

City of Litchfield 

Building Official/Planning & 

Zoning Officer/Fire Marshall 

City of Litchfield 

City of Luverne 

City of Redwood Falls 

City of Redwood Falls 

City of Sauk Centre 

City of St. James 

City Administrator 

City of Cambridge City of Morris 

City of Cannon Falls City of Princeton 

City of Glencoe City of Redwood Falls 

City of Lesueur City of Sauk Centre 

City of Litchfield City of St. James 

City of Luverne City of Zimmerman 

Community Center Director 

City of St. James 

Economic Development Authority Director 

City of Luverne I City of Sauk Centre 

City of Princeton !City of St. James 

Electric Utility Manager 

City of Blue Earth L&W ICity of Glencoe L&P 

City of Delano Utilities !City of Sauk Centre 
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City of Windom Market Survey Responses by Position/Entity 

Electric Utility Superintendent 

City of Blue Earth L&W City of Litchfield 

City of Delano Utilities City of Redwood Falls 

City of Glencoe L&P City of Sauk Centre 

City of Lesueur City of St. James 

Finance Director/Controller 

City of Cannon Falls City of Luverne 

City of Delano Utilities City of Morris 

City of Glencoe City of Princeton 

City of Isanti City of St. James 

Trico Tech ECTC 

City of Litchfield Crosslake 

Library Director 

City of Cannon Falls !City of Redwood Falls 

City of Morris I City of Sleepy Eye 

Liquor Store Manager 

City of Glencoe 

City of Litchfield 

City of Luverne 

City of Morris 

City of Princeton 

City of Redwood Falls 

City of St. James 

Parks/Recreation Director 

City of Lesueur !City of Redwood Falls 

City of Litchfield !City of Winona 

Police Chief 

City of Cannon Falls City of Morris 

City of Cottonwood County City of Princeton 

City of Glencoe City of Redwood Falls 

City of Lesueur City of Sau k Centre 

City of Litchfield City of St . James 
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City of Windom Market Survey Responses by Position/Entity 

Public Works Director/ City Engineer 

City of Cannon Falls City of Princeton 

City of Lesueur City of Redwood Falls 

City of Litchfield City of Sauk Centre 

South Central Electric 

City of Morris City of St James 

Street/Park Superintendent 

City of Glencoe 

City of Lesueur 

City of Luverne 

City of Redwood Falls 

City of St James 

Telecom General Manager 

Spencer IA Municipal 

Reedsburg, WI Util ity Utilities 

SW MN Broadband Services 
Trico Tech ECTC 

Crossla ke 

Water/Wastewater Superintendent 

City ofBlue Earth L&W City of Luverne 

City of Glencoe City of Princeton 

City of Lesueur City of Redwood Falls 

City of Litchfield City of St . James 
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PROTECTED NONPUBLIC DATA 

Market Survey Results 

The spreadsheet below contains the mean hourly and annual values from the 2016 market survey responses for the seventeen positions Included In the market survey port ion of 

the Ci ty of Windom Class ifi cation and Compensation Study. The market ma>cimum wage used for each posit ion s the Ann ual Market Mean Maximum Wages of the Cluster Ci ties 

Market and the addit ional sources wages. Where the words "Insufficient Data" is used for two positions, there was not a minimum of three responses. The remaining fi fteen 

positions had usable market pay rates assigned to them through the market survey. This is due to the uniqueness of specific positions and the response rates from the survey. 

•Assistant City Administrator 396 

Electric Utility Manager 363 
Telecom General Manager 360 
Police Chief 353 
Finance Director/Controller 353 
Economic Development Authority Director 342 

Streets & Park Superintendent 301 
Assistant Police Chief 297 
Water/Wastewater Superintendent 291 
liquor Store Manager 291 
Parks & Recreation Director 289 
Building Official 282 
Community Center Director 271 
Library Director 224 

.... Public Works Director/ City Engineer New 

... Electric Utility Superintendent New 

Key: 

Positions are listed in descending order based on job evaluation ratings. 

*Assistant City Administrator-Vacant Position 

•*Public Works Director-Vacant Position 

... Electric Superintendent-Vacant Positlon 

5/26/2017 

Insufficient Data Insufficient Octa $93,267 .20 

$50.98 $106,028.0(· $93,267.20 -$12,761 -13.68% 4 
$44.23 $91,989.15 $79,705.60 -$12,284 -15.41% 4 

$40.53 $84,309.60 $79,705.60 -$4,604 -5.78% 10 

$41.70 $86,728.44 $79,705.60 -$7,023 -8.81% 10 
$38.71 $80,507.57 $79,705.60 -$802 -1.00% 4 

$32.96 $68,560.35 $79,705.60 $11,145 13.98% 5 
$34.47 $71,697 .60 $67,828.80 -$3,869 -5.40% 5 
$35.21 $73,236.80 $79,705.60 $6,469 8.12% 8 

$28.86 $60,026.30 $62,275.20 $2,249 3.61% 7 

$35.09 $72,985.85 $60,382.40 -$12,603 -20.87% 4 

$36.59 $76,097.20 $79,705.60 $3,608 4.53% 3 
Insufficient Data Insufficient Data $60,382.40 

$29.40 $61,144.50 $47,361.60 -$13,783 -29.10% 4 

$39.90 $82,982.23 $93,267 .20 $10,285 11.03% 8 

$40.43 $84,100.67 $79,705.60 -$4,395 -5.51% 8 
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5/ 26/ 2017 

PROTECTED NONPUBLIC DATA 
Market Survey Results-Health Insurance (1) 

City Annual Contribution to lowest Prem1Lms Employee Annual Contr1lut1on to Lowest Premiums 

Comparable Enteties Single Coverage Family Coverage Single Coverage Family Coverage 

% $ % $ % $ % $ 
Algon:ll, IA 

Blue Earth L&P $563.00 $855.00 $64.00 $355.00 

Blue Earth 100% $817.50 53% S795.98 0% $0 00 47% $719.52 

· c.ambridge 90% $14,677.20 90% $14,677.20 10% $1,630.80 10% $1,630.80 
··c.annon F.:alls 100% 50% 0% 50% 
···cottonwood County 95% $720.00 64% $1,295.18 $37 50 $718 82 

Cross l.1ke 80% $7,243.20 80% S13,963.20 20% $1,810.80 20% S3,490.80 

Cross l.1ke Comm Broadb:md 

Oel::mo 100% $935.00 0% SO.DO 

Delano Utilit ies 100% $5,370.00 100% S21 ,744 .00 

Glencoe 100% S6,558.24 80% $14,426.64 0% SO.OD 20% S1 ,967 .16 

' ' "Glencoe l&P 100% 80% 0% 20% 
Is anti 100% S7,284.00 85% $18 ,228.00 0% SO.DO 15% S2,226.48 

L:lke Connections Telecom 

Les ueur 100% S449.00 80% $951.60 0% SD.OD 20% $237.90 

Litchfield 100% $5,849.28 80% S13,9S6.96 0% SO.DO 20% $3,600.00 

Luverne 75% 25% 25% 75% 

Montevideo 

Monticello 100% S15,000.00 87% $13,020 .00 0% SO.OD 13% S1 ,980.00 
Morris 100% $5,880.00 75% S11 ,070.00 0% SO.DO 25% S3,690.00 

Princeton 84% $6,936 .00 84% $15,732 00 16% $1,308.00 16% $2,982.00 
Redwood Fall s 90% $6,479.16 80% S14,707.44 10% $719.88 20% $3,676.92 
Reed sburg , WI 88% $7 ,177.44 88% 517,850.60 5% $322.56 4% $793.80 
Sauk Centre 100% $709.53 85% $1 ,146.53 0% $0.00 15% S202 33 
S2uk Centre Utilities 90% S304.31 90% $1,127.52 10% $33.81 10% S125.28 
Slayton 70% $4 ,179.00 70% $11,121.60 30% $1,791.00 30%, $4 ,766.40 
" " .. Sleepy Eye $0.00 $275.00 
S Centr21 Elec St James 

SW Mn Broadband Svcs 75% $5 ,373.72 25% S1 1,240 .16 64% $1,791 .24 36% $6,322.68 

••• ••Spencer IA Municipal Util 

Spencer IA 100% $6,438.84 78% $12,484 .80 0% SD.OD 22% $3,468.48 

St James 

Trico Tech ECTC Crossl2ke 80% 80% 20% 20% 

Winon2 89% $6,120.00 83% $16 ,080.00 11% $780.00 17% $3 ,288 .00 

Zimmerman 100% 85% 0% 15% 

Totals $115,064.42 s 226,474.4 1 $10,289.59 $46,517.37 

AVERAGES 93% $5,230.20 75% $10 ,784 .50 20% $935.42 23% $2,215.11 
WINDOM Windom offers one health insurance VEBA plan to all employees with "single" or "family" coverage only. 

Comments: 

• Cambridge: Premiums are the same for family, employee/spouse or s ingle coverage. Also, premium not only includes health insuraa.ce but dental insur;mce, v ision 
coverage, and short-term disability . 
.. Cannon Falls: Premiums based on age, they vary for e:tch employee. 
·•· cottonw ood County: Employer also contributes $135/mo single; $265.76/mo family towards HSA or VEBA. 
""Glencoe L&P: Only one plan offered thru BCBS ; rates vary per e2 ind ividu2! orfamity. 
•• ••• Spencer IA Municip.tl Util :SMU Contributes Annually: Single -1,120; SMU Contributes Annually : Family. 3,198.60 
' ''"'Sleepy Eye . Premiums are based on age 

Comparable Cities: Cities comparable to the city used for comparison purposes·. 

Premium: The amount paid for a health insurance plan. WorldatWork Glossary (2015). 

City Monthly Contribution t o premiums: Amount a Oty pays toward monthly premium. 

Employee M onthly Contribution t o premiums: Amount employee contributes to monthly premium. 

Single Coverage: Coverage for employee only. 

Family Coverage: Coverage for families. 

Health Reimbursement Arrangement (HRA): Tax-free health care reimbursement arrangem~nt established and exclusively funded by employus. Employees use funds in the 

account for general health care expenses prior to utilizing traditional health care coverage. 

Health Savings Account (HSA): A tax-advantage trust or custodial account created for the be-nefit of an employee covered under a high-deduc ib1e health plan . Contributions 

may be made by the employer or the employee. Amounts not distributed are carried forward. like an IRA, the HSA Is owned by the individual vho is the account beneficiary. 
WorldatWork Glossary (2015). 

Voluntary Employees' Beneficia ry Association (VEBA): As defined in Section 501(c)(9) of the Internal Revenue Code (IRC). a tax-exempt trust c: r nonprofit corporation providing 

benefits to members of an association, their dependents or beneficiaries. No part of net earnings accrues to the benefit of any private shareho<ler or individual other than the 

payment of benefits. WorldatWork Glossary (2015). 

S Above/Below: Refers to the S amount above or below the average for single or family coverage. 

% Above/Below: Refers to the% above or below the average for single or family coverage. 
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Windom Market Survey Res<it s-Health Insurance (2) 

City Annual Contribution to Highest Premiums Employee Arnual Contribution to Hrghest Premiums City Annual Contnbut1on to 
HRA/HSANEBA Total 

Comparable Enteties Single Coverage Family Coverage Single Co'l.erage Family Coverage Single Family Employer 
Cover:ige Coverage Annual 

% $ % $ % $ % $ $ $ c~~:,i::;on 
Blue 81rth L&P >2,500.00 ,s.000.00 

Blue E:uth 100% $1,076 50 80% $1,595 20 0% $000 20% $398.80 >1 .850 00 >3,700 00 $5,295 20 

· c -11mbridge 

· · c.:mnon F.:ill s 

' ' 'Cottonwood County $598 50 $998.18 

Crosslake 

Crosslake Comm Broadb.:and 

Oel::mo 
Delano Uti lities S2,S00.00 S5,000.00 

Glencoe $1 ,610 00 $3.220 00 

' ' ' ' Glencoe L&P $1,500.00 $3,000.00 

ls:mti 100% $7,284 00 0% $0 00 0% so 00 15% $2,226 48 
Wike Connections Telecom 

Lesueur 85% $431 80 75% $1,015.50 S76.20 25% $338.50 $75.00 $150.00 $1,165.50 

Litchfield 100% $7,126.44 83% $17,790.48 0% $0 00 17% $16.83 $1 ,277 .16 $3,833.52 $21 ,624.00 

Luvom e 75% 25% 25% 75% S1 ,000.00 $2,000.00 

Montevideo 

Mont icello 

Morris $1 ,500 00 S3,000.00 

Princeton $6,606.00 $14 ,988.00 

Redwood Fall s 

Reedsburg , W 88% S7,1n.44 88% S17,850 60 12% $978.72 12% 52,434 20 $17,850.60 

Sauk Centre $1 ,200 00 $1 ,200.00 

Sauk Centre Util ities 

S12}'ton 70% $4 ,179.00 70% $11 ,121 .60 30% S1 ,791.00 30% $4,766.40 $1 ,257.00 S2.157.00 $13,278.60 
.... . . Sleepy Eye $000 S275.00 S3,000 00 S7,500 00 

S Ccntr;il Elcc St James 

SW Mn Bro3db;11nd Svcs $660 00 $1 ,260.00 

S5,447 88 S11 .111 28 $27,744 96 
"'' 'Spencer IA Municipal Util 100% $6 ,653 40 70% $16,633 68 0% $000 30% $4,990 18 

Spencer IA 100% $8,040 36 76% $1 4,994.48 0% $0.00 24% $4,713.00 $14 ,994 48 

St J:iimes 

Trico Tech ECTC Cross lake 

Winona 69% $6,120.00 65% $16,080.00 31% $2,688.00 35% $8,604.00 $16 ,080.00 

Zimmerman gs· 
Tot.:i ls $48,088.94 s 97,081.54 $5,533.92 S28,763.39 $32,581 .54 $68,117.98 $118,033.34 

AVERAGES 89% $5,343 22 70% $12,135.19 25% $1,383.48 28% S2,876 34 $2,036 35 $4 ,257.37 $14,754 17 

W1NDDM S5,143 56 $13,251 .84 $1 ,588 20 $3,533.52 $1 ,n5.76 53,555 36 $16,807.20 

$ above/below -$199 66 $1 ,116.65 $204 .72 $657.18 -$260.59 -$702.01 $2,053.03 

% above/below -4% 9% 15% 23% -$0.13 -$0. 16 $0.14 
Ra nk 7 5 $700 $8.00 $4.00 

Convnents: 

• C~bridge: Premiums ;are the same for family, employee/spouse or sing le coverage. Also, premium not onlr includes health insurance but denbl insurance, vision cover2ge, :and short-term 
disability. 
··cannon Falls: Premiums b:tSed on ~ e, th ey vary for each employee. 
""Cottonwood County: Employer also cont ri butes $135/mo single; $265.76/mo family towards HSA or VEBA. 
"'"Glencoe L&P: Only one plan ottered thru BCBS; r:ates vary per e;i ind ividual or family. 
•••• •Spencer IA Munic ipal Util :S MU Contributes Annually: Single -1,120; SMU Contribute s Annua lly: Family - 3,198.60 
·· · · " S leepy Eye - Premiu ms a re based on age 

Compara ble Cit ies: C1t1es comparable 10 the ci ty used for com parison purposes. 

Premium: The amount paid for a hea lth insurance plan . WorldatWork Glossary (2015). 

City Monthly Contribut io n to premiums: Amount a City pays toward monthly premium. 

Employee Monthly Con tribution to premiums: Amoun t employee contribu tes to monthly premium. 

Single Coverage: Coverage for employee only. 

Family Coverage: Coverage fo r fam ilies 

Hea lt h Reimb ursement Arra ngement (HRAJ: Tax-free health care reimbursement a rrangeme nt established and exdu,,vely funded by e mployers. Employees use 

fu nds m the accou nt for genera l heah h care expenses puor to ut ilizi ng tra ditional healt h care coverage. 

Hea lth Savings Account {HSA}: A tax-advantage tru st or custod1al account created for the benefit of an employee covered under a high-deductible hea lth plan. 

Con tributions may be made by t he employer or the employee. Amounts not distributed are ca m ed forward Like an IR~, the HSA is owned by the individual who is 
the account beneficiary. World at Work Glossary (2015) 

Voluntary Employees' Be neficia ry Association (VEBA): As defined 111 Section 501(c)(9) of the Internal Revenue Code (II(), a tax-exempt trust or nonprofit 

corporalton prov1dmg benefits to members of an association, their depende nts or beneficiaries. No part of net earnings accrues to the benefit of any private 
shareholder or individual other than the payment of benefits. WorldatWork Glossary (2015). 

S Above/Below: Refers to the S amount above or below the average for smgle or family coverage. 

" Above/Below: Refers to the % above or below the average for single or family coverage 
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Comparable Cities 

Blue Earth 

Cambridge 

Cannon Falls 

Cottonwood County 
Crosslake 

Delano 

Delano Utilities 

Glencoe 

Glencoe L&P 

Isanti 

Lesueur 

Litchfield 

Luverne 

Monticello 

Morris 

Princeton 

Redwood Falls 

Reed sbu r11: Utilities 

Sauk Centre 

Slayton 

Sleepy Eye 

Southwest MN Broadband 

Spencer Iowa Utilities 

City of Spencer Iowa 

YES - To ta ls 

AVERAGES 

WINDOM 
S above / be lo w 

% abo ve/ b e lo w 

R a nk 

Steps 

Longevity Pay 

Performance P ay 

Vacat ion 

5/ 26/2017 

PROTECTED NONPUBLIC DATA 

Windom M arket Survey Results 

Steps, Longevi ty, Performance and Vacation Pay 

STEPS, LONGEVITY, PERFORMANCE AND VACATION PAY 
Steps 

Performance 
Maximum 

Time to Top Step longe vity 
Vacatio n Comments: 

# o f Steps Pay .. , 
Accumulation 

Months Yea rs 

"The Public Works Director is over the Waste Water Treatment Plant & the Public Works 

No No 
Department. Vacation carryover Is at l .SX the employees annual earnings of: l • 4 yrs. 80 

hours/5- 9 yrs. 96 hours/IO· 14 yrs. 120 hours/lS-20 y,s, 144 hours 

and ovM 20 yrs. 168 hours. 

10 12 No 240 
Longevity pay •. 0025 • base salary • number of years on staff. 

Max~ ofvea rs for calculation Is 25. 

12 No No 320 

12 No No 272 
Ye, No 240 No step pay 

12 No No 320 

12 No No Delano Utll1tles - unlimited maximum vacation accumulation 

No No 240 
No No 240 

a. After One (1) Yur: 6 Days/48hrs/yr urned vacation (Max Accumulation: 96 hours) 

b. After Two {2) Years: 12 days/96 hrs/yr earned vacation (Max Accumulation: 144 hours) ,. 
After Six (6) Years: 18 days/144hrs/yr earned vacation (Max Accumulation: 192 hours) 
d . After Ten (10) Years: 24 days/192hrs/yr earned vacation (Max Accumulation: 240 hours) 

12 No No e. After Fifteen (15) years 27 days/216hrs/yr earned vaca tion (Max Accumulation: 264 hours) 

Employees may request special permission from the Personnel Committee to extend thelr 

vacation hours. 

12 No No Special permission ls needed to rollover vacation 

No No Litchfield reported no steps. Special permission Is needed to rollover vacation 

Vautlon is accrued based on years or service. Exempt employees can carry over 80 hours 

19 12 18 Yes No 
over what they can accumulate in a year. Once an employee hits the maximum accrual, the 

hours are "use it or lose It". Time 10 top step varies, employees can receive "two steps• if 

they receive an exemplary performance evaluation. 

6.5 No Ye, All vaca tion Is PTO - use it or lose it at end of year 

No No 26 vacation days per year - can bank 35 vacation days per year 

No No 480 

7.5 No No 240 

Yes Yes 160 
6 No No 240 

18 25 No No 96 
12 160 No longevity or performance pay. 

Because of the newness of the General Manager position at SMBS; we currently do not have 

240 .a grade step scale in place. That Is something that we will hopefully be Implementing In the 

near fu ture. 

440 
Weare a municipality. After an employees achieves 440 hours - they no longer accrue PTO 

,and forfeit those hours 

11 No 200 Longevity pay is received after 10 years. 

2 

11 15% "" 258 

12 138 11.S NO ,., 200 Employees are eva luate d fo r performa n ce annu a lly. 

128 3 -58 

37.58% 1214.29" 33.55% ·22,48% 

13 

Fixed levels between the minimum nad maximum rates for an occupation in 3 wage progression system. Glossary of Compensation Terms, U.S. Department of 

Labor (1998). 

Specified increase In hourly pay rate, a lump sum payment or a form of bonu; paid to employees based upon their length of service. Glossary of Compensation 

Terms, U.S. Department of Labor (1998). 

Financial reward system for employees where some or all of their monetary compensation is related to how their performance is assessed relative to stated 

cnteria. htto://www.busmessdictionarv.comldefinitionloerformonce-reloted-oov.html. 
Time-off from work normally taken in days or weeks that provide employees with a rest or break from work. The amount of time-off may vary based on an 

employee's length-of-se rvice with the employer or it may be a fixed number :,f days or amount of days or hours given to an employee on an annual basis to use 

usually m order to relax or travel. http:(/www.bfs.gov/ncs/ocs/sp/ncbl0062.odf 
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S1 ,OOJ.00 

S120,<X1J.OO • • S100,<X1J.OO 

.. 580,000.00 

t. 
~ 

560,000.00 

54q000.00 

S2 ,000.00 

50.00 
0 

5/26/2017 

PROTECTED NONPUBLIC DATA 
Predict ed Pay Li ne Analysis 

Predicted Pay Analysis 

Mar et W ages 

• Prediaed P~ 

- Linear [Maricet Wages) 

5 10 15 20 

Job Evaluation fatin:s 
v= -1827 .2x+ 95433 
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2017 Proposed Base Pay Structure (Annual) 

Position 
Start 6mo. 12mo. 24mo. 36mo. 48mo. 60mo. 72mo. 84mo. 96mo. 108 mo. 

80.00"A; 82.00"A; 84.00"A; 86.00"A; 88.00"A; 90.00"A; 92.00"A; 94.00"A; 96.00"A; 98.00"A; 100.00% 
City Administ rator $ 90,SG0.01 $92,824.00 $9S,088.00 $97,3S2.00 $99,616.00 $101,880.01 $104,144.01 $106,408.00 $108,672.00 $110,936.00 $113,199.10 
Electric Utility Manager $ 86,S18.8S $88,681.82 $90,844.79 $93,007.76 $9S,170.73 $97,333.70 $99,496.68 $101,6S9.6S $103,822 .62 $10S,98S.59 $108,147 .69 
Telecom General Manager $ 7S,063.1S $76,939.72 $78,816.31 $80,692.88 $82,S69.46 $84,446.04 $86,322.62 $88,199.20 $90,07S.77 $91,9S2.36 $93,828.19 
Finance Director/Controller $ 73,601.22 $7S,441.2S $77,281.28 $79,121.32 $80,961.3S $82,801.38 $84,641.40 $86,481.43 $88,321.47 $90,161.SO $92,000.79 
Assistant City Administrator $ 68,943.51 $70,667.10 $72,390.69 $74,114.28 $7S,837.87 $77,S61.4S $79,28S.04 $81,008.62 $82,732.22 $84,4SS.81 $86,178.70 
Police Chief $ 68,796.63 $70,S l G.SS $72,236.46 $73,9S6.39 $7S,676.30 $77,396.21 $79,116.13 $80,836.04 $82,SSS.96 $84,27S.88 $8S,99S.11 
Electric Utility Superintendent $ 68,626.l S $70,341.80 $72,0S7.4S $73,773.11 $7S,488.76 $77,204.41 $78,920.07 $80,63S.72 $82,3Sl.37 $84,067.03 $8S,782.00 
Public Works Di rector/ City 

$ 67,713.SO $69,406.34 $71,099.17 $72,792.01 $74,484.SS $76,177.69 $77,870.S2 $79,S63.37 $81,2S6.20 $82,949.03 $84,641.19 
Engineer 
Economic Development 

$ GS,694.17 $67,336.52 $68,978.88 $70,621.24 $72,263.S9 $73,90S.9S $7S,S48.30 $77,190.GS $78,833.01 $80,47S.36 $82,117.06 
Authori ty Director 
Buildi ng Official $ 62,09S.32 $63,647.69 $6S,200.08 $66,7S2.46 $68,304.SS $69,8S7.23 $71,409.61 $72,962.00 $74,S14.38 $76,066.77 $77,618.53 
Parks/Recreation Di rector $ S9,SS6.4S $61,04S.37 $62,S34.27 $64,023.19 $6S,S12.10 $67,001.02 $68,489.92 $69,978.83 $71,467.7S $72,9S6.6S $74,444.97 
Assistant Police Chief $ SS,871.83 $60,343.63 $61,Sl S.43 $63,287.23 $64,7S9.01 $66,230.81 $67,702.61 $69,174.40 $70,646.20 $72, 118.00 $73,S89.21 
Street/Park Superintendent $ SS,94S.2S $S7,343.88 $S8,742.Sl $60,141.14 $61,S39.77 $62,938.41 $64,337.04 $6S,73S.66 $67,134.30 $68,S32.93 $69,931.00 
Water/Wastewater 

$ S9,761.23 $61,2SS.26 $62,749.29 $64, 243.32 $6S,737.3S $67,231.38 $68,72S.42 $70,219.44 $71,713.48 $73,207.50 $74,700.93 
Superintendent 
Li brary Di rector $ 49,893.91 $Sl ,141.26 $S2,388.61 $S3,63S.96 $S4,883.30 $S6,130.6S $S7,378.00 $S8,62S.3S $S9,872.69 $61,120.04 $62,366.89 
Liauor Store Mana~er ' 40,901.46 $50,205.99 $51,430.53 $52,655.07 $53,079.60 $55,104. 14 $56,320.67 $57,553.21 $50,777.76 $60,002.29 $61,226.33 , 
Community Center Director $ 48,046.96 $49,248.14 $50,449.31 $Sl,6S0.48 $52,SSl.66 $S4,0S2.83 $SS,2S4.00 $56,4SS.18 $S7,6S6.36 $S8,857.S3 $60,0SS.22 
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Note: 

- All step increases wil l be awarded condi tional upon satisfactory performance. 

- Employees starting in a position may be placed on any step at the discretion of t he employer. 

- Th is Base Pay Structure util izes the Market Survey Maximum Salary for each position as the top of t he range for Step 11. 

- To get the spread for the 11 steps, with 80% as the minimum, we divi ded the 20% differential between 80% and 100% by 10 -which gave an approxi mate 2% increase per year. 

- Per Windom Management, a 2% across the board increase was added to this spreadsheet. 

- Per the direction of the City of Windom Personnel Committee, an additional 4% increase was added to all steps for t he City Admi nistrator and Fi nance Di rector/Controller positions. 
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Note: 
All step increases will be awarded cond111onal upon satisfactory pe rform ance . 

• Employees starting in a position may be placed on any step at the discre tion of the employer. 
- This Base Pay Structu re u11l1zes the Marke t Survey Maximum Salary fo r each position as the top of the ra nge fo r 3tep 11. 
- To get the spread for the 11 steps, with S0%as the minimum, we divided the 20% differe ntia l between 80% and 100% by IO-which gave an approximate 2%increase per year. 
- Per Windom Management, a 2% across the board in crease was added to this spreadsheet. 
- Pe r the d1, ection of the City of Windom Personne l Committee, a n additional 4% increase was added to a ll steps tor the City Ad minist ra to r a nd Fina nce Director/Contro ller pos1t1ons. 
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WINDOM ~~ 
Annual Performance Evaluation 

Employee Employee Employee 

Name: Title: Department: 

Evaluator Evaluator Evaluator 

Name: Title: Department: 

Date of hire: Date of last evaluation: Time period covered in evaluation: 

Step/Merit/Performance increase YES -- NO -- NA -- Date of evaluation meeting: 
(check one) Specify: 

J Section 1. Background 

The City of Windom conducts annual performance evaluations of its employees to : 

a. 

b. 
C. 

J Section 2. 

Identify an employee's strengths and areas for improvement in meeting performance 
expectations for job duties and responsibil ities, workplace standards and goals and objectives; 
Establish performance goals and objectives for the upcoming year; and 

Fosters an employee's job development. 

Definitions of Ratings and Essential Duties and Responsibilities Factors and Ratings 

The following factors related to the essential duties and responsibilities used in Section 3 of this evaluation are 
defined as follows : 

• Quantity - quantity of work turned out and the promptness with which it is completed 

• Quality - thoroughness, accuracy, and clarity of work 
• Knowledge - technical knowledge and skills, analytical ability, problem-solving skills 

The following ratings used in Section 3 of this evaluation for the job duties and responsibilities, workplace 
standards and goals and objectives are defined as follows: 

• 4 - Exceeds expectations - consistently exceeds most or all expectations 
• 3 - Meets expectations - consistently meets most or all expectations 
• 2 - Meets some expectations - consistently meets some, but not most or all expectations 
• 1 - Does not meet expectations - does not consiste ntly meet or exceed some, most or all expectations 

The following terms related to the ratings are defined as follows : 

• Average - the mean score of all ratings in the respective subsection 
• Weight - the relative importance of the subsection i determining the Overall Rating 
• Weighted Average Rating - the weighted average rat ing of the subsection 
• Overall Rating - the weighted average rating of all subsections 
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Section 3. Ratings and Comments on Expectations 

Instructions for Evaluator 

Please insert an "X" next to the respective rating in the respective subsection for the emp loyee's expected 
performance of each of the essential duties and responsibilities of the employee's posit ion per their job 
description, workplace standards and goa ls and objectives for the year. You may also insert any comments in 
the respective box. For the respective Average Total, insert the rating number (to one decimal place) next to the 
closest rating, which is based on adding all ratings in the subsection divided by the total number of ratings. For 
the respective Weight, insert the number reflecting the importance of the subsection Average Tota l based on a 
total weight of 100 for all subsections combined . For the respective Weighted Average Rating, insert the product 
of the Average Total multiplied by the Weight. 

Subsection A. Essential Duties and Responsibilities 

[Insert most important essential job duties and responsibilities from job description with ratings and 
comments line for each and then number accordingly. See 1. example below] 

1. Act as the [entity]'s representative and as the public contact person in deal ing with the public, 
legislators, other government agencies and consultants. 

a. Quantity 

__ 4 - Exceeds expectations __ 3 - Meets expectations __ 2 - Meets some expectations __ 1 - Does not meet expectations 

b. Quality 

__ 4 - Exceeds expectations __ 3 - Meets expectations __ 2 - Meets some expectations __ 1- Does not meet expectations 

c. Knowledge 

__ 4 - Exceeds expectations __ 3 - Meets expectat ions __ 2 - Meets some expectations __ 1- Does not meet expectat ions 

I COMMENTS, 

TOTAL 
Average 

__ 4 - Exceeds expectations __ 3 - Meets expectations __ 2 - Meets some expectations __ 1 - Does not meet expectations 

Weight 

% 

Weighted Average Rat ing 
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Subsection B. Workplace Standards 

1. Decision-making - use of logica l and sound judgment 

__ 4 - Exceeds expectations __ 3 - Meets expectations __ 2 - Meets some expectations __ 1- Does not meet expectations 

COMMENTS: 

2. Dependability - reliability in completing assignme ts and meeting deadlines, attendance and punctuality 

__ 4 - Exceeds expectations __ 3 - Meets expectations __ 2 - Meets some expectations __ 1 - Does not meet expectations 

COMMENTS: 

3. Interactions - demeanor and attitude in working with subordinates, peers, supervisors, and the public; 
team player; sharing of information with others; resolving conflicts; reception to and receiving 
constructive feedback on own performance; and cooperation 

_ _ 4 - Exceeds expectations __ 3 - Meets expectations __ 2 - Meets some expectations __ 1 - Does not meet expectat ions 

COMMENTS: 

4. Adherence to Policy - complying with policies and procedures 

__ 4 - Exceeds expectations __ 3 - Meets expectations __ 2 - Meets some expectations __ 1 - Does not meet expectations 

COMMENTS: 

5. Initiative - wo rking independently, solving problems, assuming additional responsibility, and looking for 
more efficient and cost-effective ways 

__ 4 - Exceeds expectations __ 3 - Meets expectations __ 2 - Meets some expectations __ 1 - Does not meet expectations 

I COMMENTS, 
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6. Orderliness - caring for equipment, supplies and work areas 

__ 4 - Exceeds expectations __ 3 - Meets expectations __ 2 - Meets some expectat ions _ _ 1 - Does not meet expectat ions 

COMMENTS: 

7. Areas for improvement - improving in areas identified in the previous annual evaluation or during the 
time since such evaluation 

__ 4 - Exceeds expectations __ 3 - Meets expectations __ 2 - Meets some expectations __ 1 - Does not meet expectations 

I COMMENTS: 

TOTAL 

Average 

__ 4 - Exceeds expectations __ 3 - Meets expectations __ 2 - Meets some expectations __ 1 - Does not meet expectations 

Weight 

% 

Weighted Average Rating 

Subsection C. Goals and Objectives 

[Insert goals and objectives from previous year with ratings and comments line for each and then number 
accordingly. See 1. example below] 

1. Prepare and submit five press releases on [entity] projects to local media. 

a. Quantity 

__ 4 - Exceeds expectations __ 3 - Meets expectations __ 2 - Meets some expectations __ 1 - Does not meet expectations 

b. Quality 

__ 4 - Exceeds expectations __ 3 - Meets expectations __ 2 - Meets some expectations __ 1 - Does not meet expectations 

c. Knowledge 

__ 4 - Exceeds expectations __ 3 - Meets expectations __ 2 - Meets some expectations __ 1 - Does not meet expectations 
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COMMENTS: 

TOTAL 

Average 

__ 4 - Exceeds expectations __ 3 - Meets expectations __ 2 - Meets some expectations __ l - Does not meet expectations 

Weight 

% 

Weighted Average Rating 

Subsection D. Overall Rating 

Instructions for Evaluator 

Insert the rating number (to one decimal place) next to the closest rating (based on rounding up or 
down), which is based on adding all Weighted Average Ratings and dividing that sum by 100. 

__ 4 - Exceeds expectations __ 3 - Meets expectations __ 2 - Meets some expectations __ l - Does not meet expectations 

COMMENTS: 

I Section 4. Required Improvement 

Instructions for Evaluator 

Please identify specific essential duties and responsibilities of the employee's position per their job description 
and/or workplace standards the employee needs to improve, along with the improvement required . Attach 
additional pages, if necessary. 

Area to Improve Improvement Required 
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I Section 5. Goals and Objectives 

Instructions for Evaluator 

Please identify specific goals and objectives for the employee's performance for the upcoming year. 

I Section 6. Employee Comments 

Instructions for Employee 

You may include any comments related to this evaluation by completing the Employee Comments to Annual 

Performance Evaluation at the end of t his evaluation and submitting it to your Evaluator for his her receipt no 

later than seven calendar days after the date you acknowledge this evaluation below. 

I Section 7. Acknowledgments 

Instructions for Evaluator, Employee, Department Head and City Administrator 

Sign and date the evaluation below in the appropriate acknowledgment after completion of the 
meeting in which this evaluation is reviewed . 

Evaluator 

I acknowledge completing the appropriate parts of this evaluation. 

Evaluator Signature Date 

Employee 

I acknowledge that I received a copy of this evaluation and the above evaluator reviewed it with me. 

Employee Signature Date 

Department Head/Supervisor/Manager/Director 

I acknowledge reviewing this evaluation, along with any comments submitted by the employee . 

Department Head Signature Date 
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City Administrator 

I acknowledge reviewing this evaluation, along with any comments submitted by the employee. 

City Administrator Signature Date 
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Employee Comments to Annual Performance Evaluation 
Name: Title: Department: 

Evaluator Evaluator Evaluator 
Name: Title: Department: 

Date of evaluation meeting: 

I hereby submit the following comments to my above-refe renced annual performance evaluation: 

j Acknowledgments 

Instructions for Employee and Evaluator 

Sign and date below in the appropriate acknowledgment. 

Employee 

I acknowledge completing these comments on the date of my signature below. 

Employee Signatu re 

Evaluator 

Date 

I acknowledge that I received these comments on the date of my signat ure below. 

Evaluator Signature Date 
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PROTECTED NONPUBLIC DATA 
City of w·indom 

Recommendations for Implementation 

Recommendations for implementation for calendar year 2017 for City of Windom supervisory 
employees only are included in this Attachment. These recommendations are based on the 
findings of the study as well as discussions with and preferences expressed by City of Windom 
management. The estimated financial implications for the recommendation for implementation 
are also included in this attachment for calendar year 2017. The City of Windom always has the 
option to not take action on any of the recommendations proposed throughout this study. 

Recommended Actions 
• Approve proposed Classification Changes in Attachment A. 
• Confirm the continuation of using the Minnesota Job Match Process for job evaluation as 

contained in Attachment B. 
• Approve Proposed Job Evaluation Ratings for all positions as contained in Attachment C. 

Note: The job points were not used to determine the selected and approved base pay structure 
for the City of Windom. 

• Approve the 2017 Proposed Base Pay Structure (Annual) as contained in Attachment G on 
pages 51-52, effective January 1, 2017, which includes a 2% general wage increase to the 
2016 data that had been collected. 

• Effective January I , 2017, place employees on the step in their position's pay grade in the 
2017 Proposed Base Pay Structure (Annual) as contained in Attachment G that is the step 
that closest to , but not lower than, the employee ' s base wage they are paid as of December 
31 , 2016. 

• For employees with wages as of December 31 , 2016 above maximum pay for their positon ' s 
respective pay grade, wages for these employees should be frozen until their wage is within 
the pay range of the 2017 Proposed Base Pay Structure (Annual) as contained in Attachment 
G. Any future salary adjustments wou ld be determined by the City Council. 

• Move employees one step in their position ' s pay grade in the 20 17 Proposed Base Pay 
Structure (Annual) as contained in Attachment G on pages 51-52, effect ive on their 
anniversary date. 

• Consider the variable pay options presented in the City of Windom Final Report in Section 
5.2.4. 

Financial Implications 
Chart 1 below illustrates the dollar and percent increases between the cost for wages using 
current wages for the 2016 Supervisory Employees in the Classification and Compensation 
Study (2016 Current) for all of2016 compared to the cost for wages based on the 
recommendations above for all of 2017 (2017 Proposed). 

City of Windom Supervisory Employees Annualized Wages 

2016 2017 Proposed 

Annualized Wages Annualized Wages $ Above 2016 % Above 2016 

$1 ,007,908 $1 ,035,581 $27,673 2.7% 
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