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Report No: 

Meeting Date: 

Alameda-Contra Costa Transit District 

STAFF REPORT 

TO: Finance and Audit Committee 
AC Transit Board of Directors 

FROM: David J. Armijo, General Manager 

SUBJECT: Unrepresented Employees Merit Pay Plan 

BRIEFING ITEM 

RECOMMENDED ACTION(S): 

13-159B 
May 28,2014 

Consider receiving this report on the proposed amendments to Board Policy 201 concerning the 
implementation of a Merit Pay Structure for Unrepresented employees. 

EXECUTIVE SUMMARY: 

The Board of Directors received Staff Report 13-159A which included a proposed classification 
and compensation structure for unrepresented employees. The Board authorized the General 
Manager to begin the implementation of a merit pay system for unrepresented employees. This 
report outlines the components of the merit pay plan and general administration guidelines for 
the plan. The proposed merit plan links pay increases to performance evaluations. The overall 
performance rating is used to calculate the merit increase, taking into consideration where in 
the salary range the employee is at for his/her classification, months of service in the current 
review cycle and overall budget impact. 

BUDGETARY/FISCAL IMPACT: 

The General Manager has recommended a 3% merit pool for fiscal year 2014-15. The estimated 
cost is $235,000 for the upcoming fiscal year. 

BACKGROUND/RATIONALE: 

Performance Management is about improving organization performance by improving team 
and individual performance, and ensuring that the organization's strategy is executed and 
implemented. To that end, a merit pay plan is used to reward successful performance by 
employees. This Merit Pay Plan was developed for use for unrepresented employees who 
meet the eligibility requirement. 

Subject to availability of funds and Board approval, the General Manager will recommend a 
merit pool as part of the annual budget for each fiscal year. Once the budget is approved by 
the Board of Directors, merit increases will typically become effective on July 1st, at the 
beginning of the new fiscal year. 
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Merit Increase Guide 
The chart below shows the potential percentage merit increase an employee may receive. The 
actual merit increase may vary depending on budget availability and individual performance 
levels. For example if the majority of employees "exceeds" expectations, there would need to 
be an adjustment within the ranges noted to ensure that the increase remain within overall 
budget allocation. 

An employee whose pay is at the maximum of the salary range may not be granted an increase 
that would cause the base salary to exceed the maximum of the range for that classification. If a 
merit increase would result in pushing the employee's base salary above the maximum of the 
range, the employee may receive a smaller merit increase to bring him/her to the maximum of 
the range and the remainder may be paid out as lump sum. 

Eligible employees at the maximum of their ranges may be given a lump sum payment in lieu of 
a merit increase. The lump sum payment is based on the performance rating and will not 
exceed 2% of the employee's base pay. 
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Eligibility and Review Cycles 
To be eligible for a merit increase, an unrepresented employee (excludes Board Officers and 
employees with employment contracts) must have at least six months of continuous service in 
an unrepresented classification before the performance evaluation date. Employees with less 
than 6 months of service as an unrepresented employee at the time of the performance 
evaluation are not eligible for merit increases in that review cycle. 

Employees with at least six months, but less than a full12 months of service in a review cycle 
will receive a prorated merit increase. In some instances a newly hired/promoted 
unrepresented employee will need to wait longer than 12 months before he/she is eligible for a 
merit increase. In this situation, if an employee has more than 12 months of continuous service 
in an unrepresented classification and did not receive a merit increase in the previous review 
cycle; the employee may be eligible to receive an additional prorated amount. Please see the 
table below. This proration factor is multiplied by the percentage increase the employee is 
granted, based on his/her performance. 

Number of Full 
Proration Factor Comments 

Months 

18 1.5 
Employee who missed merit increase, would receive an increased 
using the proration factor. 

17 1.4167 
Employee who missed merit increase, would receive an increased 
using the proration factor. 

16 1.3334 
Employee who missed merit increase, would receive an increased 
using the proration factor. 

15 1.25 
Employee who missed merit increase, would receive an increased 
using t he proration factor. 

14 1.1667 Employee who missed merit increase, would receive an increased 
using the proration factor. 

13 1.0833 
Employee who missed merit increase, would receive an increased 
using the proration factor. 

12 1 This is the typical merit increase 

11 0.9167 
Employee with at least 6months of service but less than a full12 
months will receive a prorated increase using the proration factor 

10 0.833 
Employee w ith at least 6months of service but less than a full12 
months will receive a prorated increase using the proration factor 

9 0.75 
Employee with at least 6months of service but less than a full12 
months will receive a prorated increase using the proration factor 

8 0.667 Employee w ith at least 6months of service but less than a full12 
months will receive a prorated increase using the proration factor 

7 0.5833 
Employee with at least 6months of service but less than a full12 
months will receive a prorated increase using the proration factor 

6 0.5 
Employee w ith at least 6months of service but less than a full12 
months will receive a prorated increase using the proration factor 

Example 1: 
A typical employee who has been working at AC Transit in an unrepresented 
classification for 12 months at the time of the evaluation receives a satisfactory 
performance evaluation, which results in a 3% increase. The employee has 12 months 
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of service; therefore we would take the 3% and multiply that by a factor of 1.0. This 
would result in an overall increase of 3.0%. 

Example 2: 
An employee is promoted 6 months prior to the evaluation date into an unrepresented 
classification. The employee has only 6 months of service at the time of the evaluation 
and receives a satisfactory performance evaluation, which results in a 3% increase. We 
would take the 3% and multiply that by a factor of 0.5. This would result in an overall 
increase of 1.5%. 

Example 3: 
An unrepresented employee was hired three months prior to the evaluation date. The 
employee is not eligible for an increase in this current review period. In the next review 
period, if the employee demonstrates satisfactory performance and receives a 3% merit. 
The employee has 15 months of service; therefore we would take the 3% and multiply 
that by a factor of 1.25. This would result in an overall increase of 3.75%. 

Performance Reviews 
Employee performance is to be formally reviewed at least once each year. The focus of the 
review is to discuss the employee's performance for the period and review standards for the 
position. The final review must be completed by the employee's supervisors. The final review 
must be reviewed and approved by Human Resources and the department's executive. The 
performance evaluation will typically take place in the Month of April, prior to the award of 
merit increases. 

Determination of Merit Increase 
Best practices for salary administration of a merit pay plan indicate that the increase should be 
given in a progression. Typically, employees with a lower compa-ratio receive a higher 
percentage increase. Conversely employees with a higher compa-ratio will receive a lower 
percentage increase. The compa-ratio is calculated by taking the employee's current salary 
divided by the midpoint of the salary range for the position. An employee who is at 100% is at 
the midpoint, whereas an employee who is at 105% is 5% above the midpoint. The midpoint 
represents the District's estimate of the market rate for a given job. 

Based on the employee's overall performance rating a percentage increase will be calculated. 
The Human Resources Department will prepare increase recommendations based on the 
performance ratings. All department executives will be required to review and approve the 
recommendations before the increase recommendations are presented to the General 
Manager for final approval. Employees will be notified of their merit increases as soon as 
possible after all employee merit increases for the years have been approved. 

Appeals Process 
Within one week from the date the merit increases have been communicated, employees who 
wish to appeal their merit increase must do so in writing to the Chief Human Resources Officer. 
Appeals must state why the employee disagrees with his/her merit increase. The Chief Human 
Resources Officer will review the appeals, taking into consideration the employee's overall 
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performance rating and any new information. The Chief Human Resources Officer or designee 
will make a formal recommendation to the General Manager. The General Manager may 
choose to accept or reject the appeal. The final outcome will be communicated to the 
employee. 

Salary Range Administration 
To maintain market competiveness, staff recommends that the salary ranges be reviewed on 
annual basis. In most cases there will be no need for adjustments, but where the market 
shows noticeable increases compared to the District's current salary range, staff will prepare 
recommendations on how to adjust the range. This needs to be completed prior to the 
recommendation of a merit pool. 

Next Steps: 

Staff will prepare amendments to Board Policy 201 for Board Approval. 

ADVANTAGES/DISADVANTAGES: 

Advantages- this plan moves the District towards a pay for performance plan. This approach 
rewards individuals based on their performance rather than grant automatic step increases. 

Disadvantages -a merit pay plan is complex and difficult to administer. Additional staff time 
will be required to administer the plan. 

ALTERNATIVES ANALYSIS: 

There are many variations of merit pay systems. All systems have advantages and 
disadvantages. The plan presented in this report is fair and equitable; staff believes this model 
is fiscally responsible and sustainable. The plan may require ongoing adjustments as we gain 
experience using the new merit pay plan. 

PRIOR RELEVANT BOARD ACTIONS/POLICIES: 

Board Policy 201 
SR 13-159 
SR 13-159A 

ATTACHMENTS: 

1: Examples of Merit Increases 
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Department Head Approval: Kurt De Stigter, Chief Human Resources Officer 

Reviewed by: Denise C. Standridge, Interim General Counsel 

James Pachan, Interim Chief Financial Officer 

Prepared by: Due Le, Human Resources Manager 
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Examples of Merit Increases for Unrepresented Employees 
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I Job Well 
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$103,200.00 

$89,600.00 

$ 78,400.00 

102 

96 
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120 

82 

2.50% 10 

4.00% 12 

1.00% 12 

na - 1% 

lump sum 12 

6.00% 14 

0.833 

1 

1 

1 

1.1667 

SR 13-1598 
Attachment 1 

Prorated 

Increase% 

2.08% 

4.00% 

1.00% 

na - 1% 

lump sum 

7.00% 

$2,898.84 

$4,768.00 

$1,032.00 

$896.00 

$5,488.16 
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