OJAI VALLEY SANITARY DISTRICT
A Public Agency
1072 Tico Road, Ojai, California 93023
(805) 646-5548 « FAX (805) 640-0842
WWW.0jaisan.org

MEETING OF THE
BOARD OF DIRECTORS’
PERSONNEL COMMITTEE
Date & Time: Location:
November 15, 2011 OVSD Board Room
Tuesday, 9:00 a.m. 1072 Tico Road, Qjai
Members

William C. Murphy
George Galgas
John R. (Randy) Burg, Chairman

AGENDA
1. Public Comment - (Items not on the agenda - 3 minute limit)
2. General Review of District Employees’ Compensation & Bene-
fits Package
3. Discussion
a. Audience

b. Committee Members
c. General Manager

A staff report providing more detailed information is available for most agenda items, and
may be reviewed in the District office during regular business hours. Copies of individual
reports may be requested from Brenda Krout (646-5548).

ATTEST TO POSTING:

{Myﬂ [/t P S5 7 e,

Brenda Krout, Clerk of The Board Date & Time Posted At 7
District Office
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Memorandum
Ojai Valley Sanitary District

November 10, 2011

To: Personnel Committee — Randy Burg, Bill Murphy & George Galgas
From: Jeff Palmer — General Manag
Subject: GENERAL REVIEW OF DISTRICT EMPLOYEES' COMPENSATION &

BENEFITS PACKAGE

OVSD's Board and 19 full time employees provide sanitary service for an approximate
population of 20,000 people in the Ojai Valley. The District's facilities extend over 120
miles of pipelines, including pump stations, siphons and the Treatment Plant. The facili-
ties range in size from 6-inches to 24-inches and some are approaching 100 years old.
The Treatment Plant capacity is designed for 3 mgd dry flows, however, the average dai-
ly flows are approximately 2 mgd.

For comparison, Carpinteria Sanitary District has 16 employees, 40 miles of pipelines
and a Treatment Plant with a typical flow of 1.4 mgd and a Plant capacity of 2.5 mgd.

Both Districts utilize a residential flat fee for service approach, collected on the tax rolls
and a commercial flow/strength approach for businesses and more complicated users.

Typically, for a District such as ours, the cost of service is between 70% and 90% de-
pendant on fixed operational costs, with the remainder based on unit electricity charges
and chemicals. In our case, based on the size of the pump stations, utilization of si-
phons and biological treatment methods, our costs are closer to the 90% value.

Therefore, our user fees are directly related to the O&M costs, Capital Projects and Re-
placements, depreciation and future replacement costs, equipment and labor costs. Ef-
ficient management and planning out costs, in an even-flow and pay as you go process,
have regulated fluctuations in expenditures. Over the past 4 years, user fees have re-
mained stable without any increases.

Key to the operation and maintenance of the District and for discussions are the number,
experience level and costs associated with personnel. In addition, there are intangibles
related to the employees that are critical in the overall understanding, planning and
management of staff as it relates to District operations and costs.

While typical costs of employees include salary and benefits, there are intangibles in-
cluding experience, knowledge of the system and community, safety record, illness and
injuries, claims, right-of-way costs as well as items such as customer service. For each
of these intangibles, there is a cost or cost savings associated with the method in which
they are carried out or not carried out. For instance, rather than having to regularly pur-
chase right-of-ways for new or relocated lines, our relationships and customer service
with local residents has shown that property owners have been willing to sign right-of-
way deeds without direct monetary compensation. Our safety record also has an impact
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on the bottom line. We currently have not had a loss day of work due to work related
iliness or injury in 527 days. The District MOD rate, or comparative injury rating, value is
.76. A normal MOD rate is 1.0, with better safety records being lower and worse being
higher. That is significantly lower than comparative Districts or Agencies and is a testa-
ment to the approach of staff to their work. A higher MOD rate and even past minor inju-
ries have resulted in increased annual costs in the range of $50k to $70k per year.

The character and culture of our District employees is remarkable. Employees love their
jobs, their community and are a tremendous resource for the community. Good morale,
good attitude, a willingness to work hard and work together is an elusive “thing” to find
and keep. Itis however the cornerstone to a highly efficient, safe, pleasant workplace.
The community and our District is in many cases our family and one that staff works to
enhance and improve. The District employees have a combined 215 years experience,
just with the District. Key employees have anywhere between 8-35 years experience at
the District. Most employees have over 20 years experience in their respective fields.

Work environment and compensation is an important element of attracting and keeping
a highly experienced staff. The intangibles of the work environment and how we main-
tain a talented, dedicated, highly experienced and long-term team are important. Ero-
sion of the intangibles will lead to a less experienced, shorter term staff that functions
more like a training ground for larger, higher paying agencies. With less experienced
staff, additional supervision, training and operation changes would occur. The District
has not historically (and functionally cannot) compete with the salaries of many other
larger Districts and Agencies. However, the overall work environment, salary and bene-
fits package does collectively impact staff, morale, retention of employees and the quali-
ty and culture of the District. We should strive not to compare and compete with other
agencies and districts, but have a comprehensive approach that provides an environ-
ment to attract good employees, keep good employees and operate with a lean staff that
is efficient, cost effective, safe and with a high level of expertise and integrity.

The District compensation package and salary structure compares in a variety of ways to
comparable agencies and Districts. Some areas are on par, some slightly ahead and
some areas are less than comparable. Evaluation of each part of the package is im-
portant as well as the sum of the parts. In general, our overall package and structure is
below median as recent salary and benefits surveys have shown. Many of the employ-
ees are at the top of their current pay scale and stopped getting salary raises years ago.

Critical to the analysis of the overall staff related costs are a comparison and under-
standing of issues and trends in the local, regional and state economy. There are vari-
ous agencies, through lack of financial planning, management strategies, budgeting and
other choices have significant issues related to layoffs, outstanding liabilities for medical
and retirement benefits, cost projections and in some cases potential financial insolven-
cy. The discussions in the media highlight various issues regularly. Terms such as
pension spiking and pension holidays are part of the reguiar discussions in the media.
The Governor's office has proposed a massive measure to address Public Pension and
Retiree Health Benefits issues at the state level. The State of California has a projected
$60 billion deficit in unfunded retiree health liabilities and an estimated $60 billion in un-
funded retirement costs. In some agencies, there are regular discussions about adjust-
ing the adopted rate of investment returns for political reasons, thereby downgrading the
projections on funding shortfalls, solely to avoid additional deficits in funding.

WOVSD-ARCHIVE 1\My Documents\Committee Meetings\Comm-Personnel\201112011-11-15\Memo-
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OVSD does not have those issues. For example, our PERS costs are below 11% as a
percentage of salary vs. the State average of over 30%. In addition, the District's OPEB
(post employment benefits) outstanding or “back” liability is zero. The District is up to
date on PERS and OPEB payments and makes the required annual payments in full.
We are in compliance with current actuarial calculations using current rates of return.
There are no outstanding liabilities in these areas for the District. Enclosed is a spread-
sheet showing compensation and benefits costs over the past 4 years for comparison.
As shown, the costs are relatively stable, well in line with conservative values. There are
some minor fluctuations given staff changes, retirements, overtime and other related
costs. Of particular note is the PERS plan of 2% at 55. Various other agencies have
changed their plans to 2.5% at 55 up to3% at 55 and even 3% at 50. These more gen-
erous plan structures have significant higher actuarial costs. The overall conservative
position of the District as it relates to unfunded liabilities and financial positioning is very
good.

Attached is a copy of the District’s typical benefits structure and levels. As indicated,
there are various vesting schedules for vacation accrual and retirement costs. Benefits
are provided to each employee equally. There are no exceptions based on job title and
position. There are some special circumstances, but whether an employee is an entry
level position to a supervisor to management, the vacation accrual is the same, depend-
ing on the number of years service. There also isn't any distinction as to where the em-
ployee lives or what their family status is. This equality is consistent to public agencies
and special districts alike. There are some differences out there, particularly in the case
of specialized bargaining units such as firefighters or police. These groups have negoti-
ated custom packages to their membership that may be different from other groups in
the same agency.

The discussion related to the Compensation package provided by the District can be
broken into 6 categories:

Salary

Health insurance
Retirement

General Benefits
Vacation and Sick Leave
Other

A S o e

The District has generally completed a survey of compensation and benefits every 5
years or so. The last survey was completed in 2010. Below is a discussion of the sur-
vey categories conclusions:

1. Salary: The salary survey reviewed comparative resuits from 16 other Sanitary
Districts and Agencies. The salary recommendations were lower in some cases
than the median resuits. Enclosed are the results of that survey.

2. Health Insurance: In 1999, OVSD adopted a cafeteria plan type structure for
health and related insurance plan products. Employees have a set amount, usu-
ally adjusted annually, from which to purchase a range of products and plan lev-
els. Given the employee family status and specific needs, different plan leveis
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are available and can be selected annually during open enrollment and as family
size or dependants change. This approach provides a consistent benefit level to
all employees and gives them the control and choice to select a plan type and
level that fits their specific needs. This is a similar type program that is con-
sistent with many government agencies. The dollar value of the OVSD program,
currently $1,315 per month and the cash-out policy have been the source of
some recent discussion.

In terms of the dollar value, the OVSD value is a little generous per the Nash
Study results. The cash-out policy has also been discussed; however it is
somewhat standard to allow a cash-out type function whereby employees can
receive in cash any excess up to the $1,315 that is not used for health benefits.
All employees are required to be covered by a plan, either ours or for instance a
spouse’s plan. Vision and Dental plans are provided; however, typically these
plans are not available to individual employees. Usually, they are bought for all
employees at one price and plan level. There do not seem to be individually se-
lectable type plans available. In addition, a step up for these plans usually has
significant costs.

The recently adopted and current cafeteria plan cash-out policy consisting of an
established maximum of $650 per month has been reviewed as part of the over-
all benefits package. It has been looked at in terms of the policy structure, the
optics of the policy, the cost implications of the policy as well as the consistency
argument.

a. The policy of a cafeteria plan was established in 1999 and has been
operating effectively since then. Regular increases have been made
over time to address the increases in the costs of health care. The
cafeteria plan structure allows for an efficient way to provide benefits
to a wide range of employees, family size, health care needs and per-
sonal choices. A cafeteria plan type structure is very common in the
public agency arena. Many agencies and districts offer some sort of
cafeteria plan and many provide the un-used portion as cash back to
the employees.

b. The optics of the policy and the cash back has become very evident.
Given the increases in health care costs, the cafeteria plan benefit
level has become more than nominal. The wide range of employees’
specific needs is also great, that with the cash back option, the total
appears to be significant.

c. The cash back option was compared to the actual uses and personal
choices by employees. In reality, for 2011, establishment of the $650
cash back limit results in $719/mo. or $8,631/year savings. These
numbers could and may change as employees change their medical
plan choices due to family and health needs. With a couple of minor
changes in employee choices, the savings or reductions in cash out
payments could be reduced to under $1,000 a year.
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d. From a consistency perspective, offering similar benefits and choices
to all employees is generally a recommended policy. In some agen-
cies, there are benefits to some groups or individuals based on spe-
cial circumstances. For instance, reimbursement or payment for car-
pooling or using public transit is subsidized. Only those employees
who use it get paid. Tuition reimbursement is also a special case. It's
available to all, but only those who use it get the benefit.

In the case of the cafeteria plan and the cash-out policy, the issue appears to be
two-fold. First the cafeteria plan totals are somewhat more generous than other
districts or agencies. And, second, the cash-out option can result in relatively
higher additional compensation amounts to few or some employees. This is an
overall issue relating to benefit level, optics and consistency. From a consistency
level, we should provide the same benefits to all employees. From an optics
perspective, even one case of full cash-out appears excessive. From a benefits
level perspective, it is a little generous. Changes to the cafeteria plan and cash-
out option, should be reviewed both at the plan level and in terms of the overall
or collective benefit package level.

There are a few options. Reduce the benefit plan level for all employees. Re-
duce or eliminate the cash back option amount, or something in between. The
data indicates that the amount saved is nominal from the limits on the cash back
option. The plan level allows all employees to cover the wide range or plans,
choices and family size without employee contributions. Then there is the optic
of the cash out option. In reviewing then the optics of the cash-out option, the
issue then becomes a consistency discussion and as part of the overall compre-
hensive package that we offer.

3. Retirement: OVSD provides a PERS plan of 2% at 55. This is somewhat
standard in the industry; however, there is some movement by some agencies to
adopt enhancement plans such as 2.7% or 3% at 50.

4. General Benefits: Short term disability, long term disability, life insurance, uni-
form allowance, standby time, tuition reimbursement are a little generous but are
generally within standards for our industry.

5. Vacation and Sick Leave: OVSD provides 10 holidays, 12 is more acceptable.
OVSD is a little below median on the amount of vacation at each step (5 yr, 10
yr) and we do not have step increases past 10 years of service.

6. Other: Deferred comp, 457 plans, 125 plans vary and standard practices do not
show a consistent benefit level with other Districts or Agencies.
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Given the stable current position of the District financially, below is a summary of topics
for Committee consideration and discussion.

These positions represent a recommendation for approval from the General Manager.

1.

Continue to monitor actuarial calculations as it relates to OPEB and PERS. No
changes in the current policy or funding position. If trends or actuarial calcula-
tions indicate increases, restudy and review with the Board alternative approach
options to maintain a well managed budget and benefit balance.

Continue to monitor, enhance where appropriate issues relating to safety, work-
place illness and workplace safety.

Enclosed are the resuits of the compensation survey along with a salary adjust-
ment matrix with recommendations for each title/classification. This recommen-
dation for various positions represents a salary cost increase of $50,974.
Continue to monitor costs and applicability of general and other benefits. No
changes are recommended at this time.

Add 2 floating holidays on an annual basis. Floating holidays cannot be carried
over on a year to year basis and are “use it or lose it” basis and must be used
each year. No credit or cash out would be available.

Add a 15 year and 20 year step to the Vacation Policy. Include an additional 3
days (24 hours) of annual accrual at both the 15 year and 20 year point.
Continue the cafeteria plan at its current policy and plan level. Continue the cash
back option limit at $650 per month per employee. Monitor and review annually,
the cafeteria plan structure, level and cash back option and recommend changes
annually as necessary. This will address potential future unknowns in the area of
health care industry changes, plans and issues.

If you have any questions or need additional information please call me at 646-5548 or
340-5585.
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OJAI VALLEY SANITARY DISTRICT

GENERAL EMPLOYEES
BENEFIT SCHEDULE

HEALTH INSURANCE:

VISION INSURANCE:

LIFE INSURANCE:

SHORT & LONG TERM DISABILITY:

District provides $1,315 per month,
per employee to purchase health
insurance for the employee &
dependents

District provided for employee &
dependents

$45,000 Term Life (Misc.
Employees)

District provided for employee only.

SICK LEAVE; 8 hours per month

HOLIDAYS: 10 Paid per Year

RETIREMENT PLAN: Pers 2% at 55 Plan; District pays ¥ of the employee’s
7% contribution after 5 years of employment: full 7%
after 10 years of employment.

VACATION: 88 hrs. per year, First 5 years employed

128 hrs. per year, 5 to 10 years employed
168 hrs. per year, 10 years & over (annual leave can be
accrued up to 2 ¥ times the annual accrual rate)
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CURRENT CURRENT SURVEY Recc
Current Title MIN Max Current Low Q1 Med Q3 High al Med
Scule locrense Decreise
General Manager $ 6543 $ 6543 | 55761 $6543[$7450| 5 8682 $107.70 |
279 | 266 29 | 52 | 308 ] 92 134
Adminisirative Officer § 4342 § 5305 154646 $48.327]55305]3 6307 § 6819
258 | 245 249 258 275 283 258 0
Operations Superintendent $ 4342 § 33 154074 $50.991S5330[ 8 57.77 5 67.26
258 | 232 254 259 266 282 23y 1
Information Tech. Administrale $ 3572 $ 43.64 |$38.62 §43.19|$47.09] s s002 § 39.04
T 239 | 226 237 246 252 289 146 7
TP Supervising Operator $ 3572 § 43, $39.11 $40.49{$43.74]S 4535 $ 5040
239 | 227 231 239 242 253 | W (1
CS Supervising Operator $ 3243 5 3982 $3796 $39.90 15439815 4629 $ 5040
229 | 224 229 239 214 253 | 23y H
Sr. Cunstruction Inspector $ 3092 § 3796 $29.07 $34.64 | 535708 37.27 § 3796
225 | 198 215 218 223 224 | 218 T
Sr. TP Operxor 224
TP Operaltor 111 $ 2811 § 341 52887 $3451[$3585]5 3678 § .20
I 215 | 197 215 219 221 225 | 21y 4
Sr. CS Operator 214
Accounling Specialist $ 2680 $ 32.90 $267) $27.93|$3069($ 3245 & 3841
T 210 | 189 184 203 209 226 | 03 7
Lahoratory Technician II $ 2556 § 3138 53001 $3085]531.62]% 3384 $ 37.82
205 | 201 204 206 213 229 | 2 |
TP Operator Il $ 2556 % 3L $2747 $31.29]53225]8 3316 § 3RS0
205 | 191 205 208 211 225 | 208 3
C8 Operalor X $ 2437 $ 2992 $26.14 $29.36{$3087]8% 3391 § 3116
200 | 187 188 204 213 217 | k%] 4
TP Operator I $ 2343 5 2893 $24.24 $27.6] {52888 )5 2967 § 3348
[ 196 [ 179 193 197 200 212 | (L) )
CS Operator 11 $ 2114 § 2596 $24.26 $25.67[S27.01 1% 3070 $ 3361
186 | 179 185 191 203 212 | 1t 5
Customer Sves Represenlative $ 2114 $ 2596 $21.09 $24.22]$2569 S 2624 % 2751
186 | 165 172 185 187 192 ] 186 "
CS Operator 1 $ 1924 $ 2342 $22.07 $23.05[852445(8% 26.36 § 2895
177 _| 170 174 180 188 197 ] (bl 3
Administrative Clerk I $ 1851 § 2283 $1909 $21.84 3823008 2414 § 32.00
[ 172 T 158 169 174 179 207 | 174 2
C son R. dati
Recommended salary adjusiments bused on median value 10 be found in the Jast Iwo columns.
Special cases analysis:
Sr. Cunstruction Inspeclor Current incumbent is an experienced employee and a resy 1 ber of the
Recominend freezing current sulary.
R I changing title 1o Consi Insg and readjusting the salary scale at the lime of new hire.
Accounting Specialist Current tncumbent holds a Masters degree and performs stgnilicantly more complex and responsible duties than
un accounling specialist typically dues.
Reee d changing title 1o A ing Analyst to appropristely reflect the iocumbent's functions and qualifications.

Recommend no change 10 current salary scale as il is appropriate due to reasons listed.

IT Administrator Recommend changing FLSA status 10 EXEMPT:
positions like iT Admin should be and typically are cxempt under FLSA Professiunal Exemption catcgory.
100 hours of overtime constitsie 4.8% aanually. Recommended 7% increqse according to the survey.

89

Recommended
Ofai
range

32

23

28

9
2

22

2}

20



Name Yrs w/ Dist Current Title Recommended Title % change | Current Salary Proposed Salary |$ increase
Ron Sheets 35 Operations Superintendent Operations Superintendent 55.110| 55.11 0.0% $114,628.80 $114,628.80 $0.00
Brenda Krout 27 Administrative Officer Administrative Officer 55.110/ 55.11 0.0% $114,628.80 $114,628.80 $0.00
Jan Steenberg 17 Information Technology Administrator | Information Technology Officer 49.986, 49.986 0.0% $103,970.88 $103,970.88 $0.00
Mark Chauvel 8 Collection System Suprvising Operator |Collection System Supervisor 41.370, 45.507 10.0% $86,049.60 $94,654.56 $8,604.96
Bradshaw Pruitt 9 Treatment Plant Supervising Operator | Treatment Plant Supervisor 45.339, 45.339 0.0% $94,305.12 $94,305.12 $0.00
Jim Stallings 8 Sr. Construction Inspector Sr. Construction Inspector 39.440| 39.44 0.0% $82,035.20 $82,035.20 $0.00
Rick Simpson 9 Treatment Plant Operator Il Sr. Treatment Plant Operator 35.852| 39.437 10.0% $74,572.16 $82,029.38 $7,457.22
Karl Gamsby 7 Treatment Plant Operator Il Treatment Plant Operator IlI 32.597| 35.857 10.0% $67,801.76 $74,581.94 $6,780.18
Tom Hofteig 10 Collection System Operator |l Sr. Collection System Operator 31.085 35.748 15.0% $64,656.80 $74,355.32 $9,698.52
Lynn Rosenblum 10 Accounting Specialist Accounting Analyst 34.184 34.184 0.0% $71,102.72 $71,102.72 $0.00
Matt Funderburk 23 Treatment Plant Operator | Treatment Plant Operator i 32.597| 33.575 3.0% $67,801.76 $69,835.81 $2,034.05
David Harter 8 Laboratory Technician |i Laboratory Technician | 32.597| 32.597 0.0% $67,801.76 $67,801.76 $0.00
Dwight Woolwine 21 Collection System Operator |l Collection System Operator IlI 26.966, 32.09 19.0% $56,089.28 $66,746.24 $10,656.96
David Moore 6 Treatment Plant Operator | Treatment Plant Operator | 26.966, 28.045 4.0% $56,089.28 $58,332.85 $2,243.57
Justin Allen 10 Collection System Operator || Collection System Operator Il 26.966| 28.179 4.5% $56,089.28 $58,613.30 $2,524.02
Laurie Johnson 1 Customer Service Representative Customer Service Representative | 24.337 24.337 0.0% $50,620.96 $50,620.96 $0.00
Lisa Johnson 6 Administrative Clerk I Administrative Clerk Il 23.409, 23.877 2.0% $48,690.72 $49,664.53 $973.81
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13 Subtotal $1,276,934.88)  $1,327,908.17

Total Increase $50,973.29

per month increase $4,247.77

% increase 3.99%
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