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PROJECT OVERVIEW & BACKGROUND

The Archer Company was engaged by the Truckee Tahoe Airport District (TTAD) to update its pay
plan, which was originally put in place in 2005 by the Archer Company. The pay plan includes
eleven (11) classifications covering the District’s eighteen (18) employees. The current pay plan is
based predominantly on market placement, wherein pay ranges are set individually for each job title
based on the average of pay range maximums reported in the market; each pay range is divided into
10 steps with 2.5% between each step.

The purpose of the study was to review the pay plan for both internal and external equity to ensure
that: (1) classifications and their relative ranking are appropriate and reflect the work currently being
performed by employees; and (2) pay ranges for the District are competitive. Additionally, the
TTAD Board sought to have the District’s benefits reviewed and compared relative to those offered
by other organizations in the competitive market. The ultimate goal was to ensure that the District’s
overall compensation was appropriate for the market, providing for optimal recruitment and retention
of a qualified work force.

In order to ensure that our recommendations are consistent and relevant to the District’s needs, this
update was conducted using the same methodologies employed to develop the original pay plan by
consultants familiar with the District’s operations. The information contained herein represents the
results of the study completed for the District. In order to fulfill this agreement, the Archer Company
completed the following tasks:

1. Conducted a review of internal equity, to include job analysis and evaluation for all positions
and classifications covered by the pay plan;

2. Conducted a thorough market analysis to in order to identify the prevailing salaries, benefits,
and general compensation practices of the competitive market within which the District
competes for labor;

3. Recalculated the District’s pay ranges to reflect competitive market salaries in relation to our
findings; and

4. Conducted a comparative analysis of TTAD’s benefits and identified gaps between the
District’s package and that of its targeted market.

The information herein represents the consultant’s final report and recommendations. The Archer
Company will continue to work closely with the District’s management in order to ensure the
success and long-term viability of the pay plan and to facilitate the implementation of our
recommendations.
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PROJECT TASKS & METHODOLOGY

Based on our understanding of the District’s needs, the Archer Company undertook the following
approach to accomplish the objectives established for this study. Specific project tasks include: (1)
project orientation and kick-off; (2) review of internal equity; (3) analysis of the competitive market;
(4) development of the updated pay plan (salary ranges, classifications, and pay grades) to reflect the
findings; and (5) preparation of reports and recommendations. Each task is discussed in further detail
below:

1) Orientation & Kick-off: Discussions were held with the TTAD Board’s Ad Hoc Total
Compensation Study Committee and senior management to discuss expectations, gather
information, and plan project implementation. As part of this step, the Archer Company:

e Reviewed our understanding of the District’s operations, organizational structure,
environment, and pay plan;

e Reviewed copies of the District’s job descriptions in order to understand the benchmark
positions in preparation for the market analysis and as preparation to the review of
internal equity; and

* Discussed and gained buy-in on the organizations to be included in the market analysis.

2) Review of Internal Equity (Job Analysis & Evaluation): The Archer Company reviewed
internal equity to ensure that positions are properly classified and that classifications are ranked
properly when placed in the pay plan. In order to accomplish this, the following steps were
taken:

a) Employees were asked to review their existing job descriptions and edit them as appropriate
to document any perceived changes in job duties and responsibilities.

b) The Archer Company met with each of the Districts senior managers to discuss departmental
operations and any concerns they had regarding the current pay plan.

c) The Archer Company interviewed select employees, toured the airport, and observed
operations in order to substantiate the information in the revised descriptions, obtain a better
understanding of job duties and responsibilities, and to understand job duties in the context of
the overall operations, reporting relationships, and organizational structure.

The Archer Company conducted a job analysis of all positions at the airport. All information
gathered during this process was carefully reviewed for deviation from the existing pay plan and
Job descriptions. Where changes were identified, the Archer Company used job analysis and job
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evaluation methods to determine the impact of the changes; we also reviewed the overall ranking
of all classifications in the plan.

While TTAD’s pay plan is predominantly market-based, the Archer Company utilized the
Archer Matrix-Point-Factor Job Evaluation System to objectively measure and determine the
relative worth of each classification to the organization and assess the internal equity of the pay
plan. The Archer System, a state-of-the-art job evaluation methodology, examines factors that are
universal to all jobs—these factors measure thirty aptitude factors weighed across three work
requirements and three dimensions of organizational responsibility. The evaluation process
yields a quantitative measurement of the duties, responsibilities, and complexity of each
classification; point totals derived from the evaluations are translated directly into pay grades in
the pay plan. The pay grade itself represents a way of defining the relative value of each job to
the District, as well as the difficulty and complexity of each job. All classifications with the same
pay grade are of the same value to the District, representing the same level of complexity.
Accordingly, classifications with higher pay grades are of greater value to the District, with
greater difficulty and complexity, and thus have higher pay ranges than those with lower pay
grades. The result is a reliable and defensible means to establish pay levels for each
classification.

3) Market Analysis: In order to assess the impact of current labor market and related economic
conditions on the District’s pay plan, the Archer Company compiled salary and benefits data for
all eleven classifications in the pay plan from fourteen organizations representative of the
District’s competitive market. Representative organizations are selected in accordance with the
following characteristics: (1) organizations with which the District competes for employees; (2)
organizations which are recognized as important, or influential, in the local market place; (3)
organizations which are within proximity to the District’s competitive market (i.e. the same
geographic region); and/or (4) organizations with similar population, demographics, and scope of
services. The Archer Company worked with the District to ensure the list of targeted
jurisdictions was representative of similar local government entities with which the District
competes for its labor pool and regional airports that support similar operations:

e  We received responses from six (6) of the eight (8) local jurisdictions surveyed:

Tahoe City Public Utility District

Tahoe-Truckee Sanitation Agency

Town of Truckee, CA

Truckee-Donner Public Utility District

Northstar Community Service District (limited data)
Squaw Valley Ski Corporation

AN ol M

o Additional Data was compiled for the North Tahoe Public Utility District and Placer County
Government from other sources (e.g. websites, existing surveys, etc.).
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e We received responses from six (6) of the seven (7) airports surveyed:

Aspen Airport (Pitkin County, CO)

Big Bear Airport (Big Bear City, CA)

Centennial Airport (Arapahoe County Public Airport Authority, Denver, CO)
Friedman Memorial Airport / Sun-Valley (Hailey, ID)

Monterey Peninsula Airport District (Monterey, CA)

Yampa Valley Regional Airport / Craig Hayden Airport (Hayden, CO)

A o

o Friedman Memorial Airport submitted a partial response
o Reno-Tahoe International Airport did not respond, however data on their benefits package
was compiled from their website.

Survey Analysis: As information was compiled, the Archer Company thoroughly and carefully
reviewed the data for validity and accuracy. Data reported by the survey responses was
supplemented by information from the respondents’ pay plans and follow up inquiries. In some
cases, an organization did not have an appropriate match for a particular benchmark position; in
other cases, data for specific positions was either so far above or below the median of other
responses that its inclusion in the survey would have materially skewed the results. In some
instances, peripheral data about the organization raised questions regarding the validity of that
organization’s match, even where the salary provided appeared to coincide with responses from
other organizations. In all of these cases, the Archer Company carefully examined the responses
and discarded data determined to be poor comparisons to the District benchmarks. In the final
analysis, the Archer Company made a distinction between the statistics reported for all market
data from the statistics reported for those responses believed to represent the primary market for
each classification.

Two obstacles presented themselves when compiling the survey data for the Truckee Tahoe
Airport District: (1) the relatively small size of the organization; and (2) the uniqueness of
operations within the local competitive market. Because the District has only eighteen (18)
employees, employees are tasked with varied job duties that would typically be performed by
multiple positions in larger jurisdictions (e.g. human resources and finance). Likewise,
benchmarks that line up with the market based on title and responsibilities (e.g. General
Manager), show a wide variation of reported ranges due to differences in size of operations and
scope of services provided by the responding entity. Furthermore, TTAD’s competitive market is
more closely aligned with the public sector organizations within the immediate North Tahoe /
Placer County area than it is with other general aviation airports in an expanded region. As the
only airport in the local market, many aspects of the airport’s operation will not be found in the
market from which TTAD recruits the majority of its employees.

To mitigate these obstacles, the Archer Company utilized our professional judgment to align
TTAD benchmarks with data from the respondents. Respondents were directed to emphasize the
skill-sets required of each benchmark (e.g. operating a snow plow) rather than actual duties (e.g.
fueling aircraft); jobs at the district do not require aviation-specific knowledge and experience.
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4)

We supplemented the initial responses by following up with the respondents to clarify job duties
and studying their pay plans for alternative job classifications within the same or similar job
families. In many instances, the Archer Company substituted closely aligned positions with
similar skill-sets and flagged responses that appeared to be a questionable match based on size or
scope of operation.

Benefits Survey: The Archer compiled benefits data from each of the respondents and
conducted a comparative analysis to identify gaps between the District’s benefits package and
benefits offered within its competitive market. The survey instrument was designed to yield
quality data regarding the wide range of benefits often provided by public sector organizations.
The questions were written to solicit the specific information about each benefit needed to make
true comparisons between TTAD and the competitive market, both in terms of which benefits are
offered and the value of those benefits to employees. Respondents were asked to select from
standard options and provide explanations for each type of benefit. Space was also provided to
address any unusual or non-standard benefits. Where appropriate, the survey asked for variations
in benefits offered to senior management or executives. The benefits survey is divided into four
categories of benefits: Paid Leave Time, Insurance, Retirement, and Other Benefits.

¢ Paid Leave Time: This section looks at the amount of paid-leave time afforded to employees
in the form of holidays, vacation, sick-leave, and other time-off provisions. Accrual of leave
is addressed, as is the respondents’ policies regarding earned-but-unused leave time. Short
and long-term illness/disability coverage is also included in this section.

e Insurance: This section looks at the types of insurance coverage offered to employees in the
form of health, dental, vision, and life insurance plans, as well as the amount of coverage and
employee/employer premiums. Employee Assistance Programs and flexible spending
accounts are also covered in this section.

* Retirement Benefits: This section focuses on pension benefits and tax deferral plans.
Questions about employees/employer contributions, participation and eligibility
requirements, vesting requirements, and pay-out calculations seek to define the pension plans
in more detail.

e Other Benefits: This section covers a variety of benefits categories, including premium pay,
education assistance, and vehicle benefits, as well as other services provided to employees
such as discount programs, service awards, dependent care and medical reimbursement
programs. Where appropriate, respondents are asked about the level of the benefits and any
qualifications for participation.

Recalculate Ranges & Update the Pay Plan: The Archer Company utilized our findings from
the market analysis in order to provide recommendations for updating the District’s pay plan. As
the existing plan is market-based, we first looked at the implications of applying the new market
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data directly to the District’s existing pay structure. Then, keeping with our standard approach to
balancing internal equity and market competitiveness, we used mathematical regression analysis
to integrate the relative worth of benchmark classifications (job evaluation points) with the
competitive worth of each benchmark in the competitive labor market. We also considered
whether the District’s existing step plan, which divides the pay ranges into ten steps with 2.5%
between each step, was still appropriate given the needs or the organization. As a result, the
Archer Company has prepared three options for updating TTAD’s pay plan for consideration by
the Board: (1) adjusting the existing plan structure to reflect the current market; (2) a new plan
that balances internal equity and market competitiveness using open ranges; and (3) a new plan
that balances internal equity and market competitiveness using a hybrid of steps and open ranges.

When recalculating the pay ranges under all three options, the goal is to use as much of the data
gathered as possible; however further analysis of the market data was needed to determine
whether or not specific organizations or benchmarks were included in the calculations. Each
individual response provided is compared to the market average for the corresponding
benchmark. Those responses that were significantly above or below the market average were
again examined for validity and appropriateness for inclusion in the regression. If it was
concluded that a response was an outlier, it was eliminated and the market average was
recalculated to reflect the shift in matching responses. As a general rule of thumb, a response is
considered an outlier when the variance from the market average is greater than twenty percent
(20%). In every case, care was taken to avoid making changes that materially skewed the results
(i.e. molding the market average by selectively discarding responses). Those responses that
survived further analysis were included in the primary market for that benchmark.

Pay Plan Alternatives: For Option 1 (adjusting the existing plan structure to reflect the current
market), the average of maximum salaries in the primary market were used as the maximum
(step 10) of the new ranges; steps 1-9 were calculated by working backwards from the
maximum, maintaining the 2.5% spread between steps. This preserves the 25% spread from
minimum (step 1) to maximum (step 10) in the existing structure. For Option 2 (new plan that
balances internal equity and market competitiveness using open ranges), a pay line was
calculated by mathematically regressing the market averages against the corresponding job
evaluation points for each benchmark; the pay line is used to establish the midpoint salary for
each pay grade, which in turn yields an appropriate minimum and maximum salary for each
grade (based on widely accepted industry standards).

Steps versus Open Ranges: Step tables, like that used in Option 1, provide for a clearly defined
progression for employees to advance through the range (from minimum to maximum), but they
offer the least amount of flexibility from a budget and management perspective; step tables tend
to foster an attitude of entitlement through automatic increases. Open ranges, like that used in
Option 2, provide for the most budgetary and managerial flexibility and discretion, but they tend
to be least understood and trusted by employees. The organization must also provide for a
suitable means by which employees progress through the ranges (e.g. pay-for-performance) or
risk compression at the bottom of the pay ranges. Option 3 builds off of Option 2, providing for
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standardized progression (step increments) from the minimum to the midpoint of the pay range,
while reserving growth beyond the midpoint for those employees whose performance merits
salaries above the market.

5) Preparation of Reports: The Archer Company met with the TTAD Board to present our
preliminary findings and recommendations. After additional follow up and clarification, we have
detailed our findings and the recommendations of the study in this report, which shows the
recommended changes to the pay plan. The report was reviewed in draft form with the Board’s
Ad Hoc Total Compensation Study Commiittee to solicit their input prior to the finalization of
our recommendations. This report will be delivered to the District in both electronic and paper
formats. While this report represents the concluding steps in this study, the Archer Company
provides on-going maintenance and support services to assist all of our clients with its human
resources management and organizational development needs.

FINDINGS & RECOMMENDATIONS

Having studied the District’s positions and pay plan, and having analyzed the competitive market in
which TTAD competes for labor, the Archer Company has developed recommendations for updating
the District’s pay plan. The following represents the observations made during our analysis and a
summary of the findings; reports detailing the pay plan recommendations and the salary and benefits
data compiled can be found in the exhibits.

Classification of Positions: During the course of our review of TTAD positions, the following
observations regarding the classification of specific positions were made:

e OM Series: This series spans from entry-level, general duty positions to highly skilled mechanic
and fabricator positions. The classifications include a wide variety of duties and responsibilities,
from performing traditional airport operations tasks to servicing aircraft to maintaining the
runways to routine building maintenance; as such, these classifications are difficult to benchmark
in the competitive market.

o Due to the low staffing levels in this department, OM Workers serve as pseudo ‘jacks-of-all-
trades’; however at least one position devotes a disproportionate amount of its time
performing duties related to the operations side (aviation functions) rather than maintenance
(infrastructure). The airport may want to consider breaking out “Operations” as a separate
(but comparable) class should future operations establish a bigger divide between operations
and maintenance functions.

o In a series with three levels, the top level (III) should represent the highest level of
specialized / skilled trades positions in the series, perhaps those positions requiring master-
level certifications in a trade. Indeed, the market data compiled for OM Worker 111 reflects
skilled trades positions in the competitive market. TTAD’s allocation of positions in this
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series appears to run counter to this understanding, as five (5) of TTAD’s nine (9) OM
Workers are classified as IlIs, whereas only two (2) appear to function at the higher level.

* OM Supervisors: Classification of these positions presents a unique challenge, as they function
as a hybrid between positions traditionally classified as crew supervisors and superintendents in
larger organizations. They function more like first line crew supervisors in terms of daily
responsibilities and the number of workers supervised. They are considered more like
superintendents within the organization, with some responsibility for project management and
problem solving. The Director considers them to be highly responsible, but the amount of
judgment and discretion they are allowed to exercise is greatly limited. It is suspected that these
positions are ranked too high internally; likewise, the market data may be misaligned with higher
level positions in the responding organizations. The requirement of a Bachelor’s degree may be
unnecessary based on current duties. Alternatively, this may be more a function of management
style than capability—District Management should consider whether these positions are being
underutilized relative to their rate of pay and level in the organization.

e Director, Aviation/Community Relations and Communications: The job description for this
classification is vague; duties and responsibilities for this position need to be more clearly
defined. The original intent of this position was to focus on facilitation and management of
community relations between the airport and the surrounding community (residents,
neighborhood groups, other agencies, etc.) and between the airport and its customers (pilots); the
secondary responsibility was to oversee regulatory compliance and programs related to airport
operations (noise abatement, flight tracking, etc.). However, it is our understanding that the
Board will expect the new general manager to take on many of the higher-level community
relations functions as he gets settled in to his new role.

o We have shown two possible levels for this position in pay plan recommendations. These
levels are based on the feedback we received in discussions with the Board as to the possible
responsibilities for this position; the actually ranking of this position may change once the
full scope of work is more clearly outlined by management.

o Pay range recommendations for this position are based on internal ranking rather than market
placement. Direct comparisons to this position in the market were difficult to come by (most
airports reported that these responsibilities were incorporated into the duties of the Airport
Manager or other management positions).

Internal Equity Rankings v. Market Based Ranking: The existing pay plan ranks positions purely
on the basis of their starting salaries as derived from data about competitive salaries in the market.
When these positions are ranked according on the basis of their job evaluation scores (i.e. ranked
according to a measure of duties, complexity of work, level of responsibility, etc.), the relative
ranking and grouping of positions changes slightly.
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The table below shows the classifications ranked by market on the left (existing pay plan and
proposed pay plan update Option 1); the ranking of classifications by quantitative job evaluation is
shown on the right (proposed pay plan update Options 2 and 3):

Ranked According to Market: oo Ranked by Quantitative Job Evaluation:
General Manager General Manager

Director, Operations & Maintenance Director, Operations & Maintenance

Director, Finance & Administration Director, Finance & Administration
Director, Aviation/Community Relations & Comm, Director, Aviation/Community Relations & Comm.*

Operations & Maintenance Supervisor
Environment & Technology Specialist

O/M Worker III O/M Worker III
DiswietCle DiswetClek
Accounting Cletk AccontingCleck
O/M Worker I1 O/M Worker I1
omwerker . oMWorker

Market Analysis: The following is a high-level summary of our findings in the salary survey. The
detailed results of the salary survey can be found in Exhibit 1.

e Starting salaries (Pay Range Minimums) for all but three classifications are in line with or above
market:

o Operations Maintenance Worker I: The minimum is almost 4% below market, however
this may be explained by the way some jurisdictions utilize this class (entry level training
position versus first level of skilled work).

o District Clerk: The minimum is 5.3% below market (the employee is currently at
minimum). This appears to be driven by the local jurisdictions (with a market range of
$50,193 — $62,740 versus $40,715 — $58,017 for airports); responsibilities of the Clerks at
the larger districts may be greater.
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o Director, Operations & Maintenance: The minimum is 1.9% below market. This appears
to be driven by the local jurisdictions.

o Director, Finance & Administration: The minimum is right in line with the combined
market. It is noted, however, that there is a big difference between the ranges for the local
jurisdictions (with a market range of $84,751 — $106,067) and those of regional airports
(866,560 — $97,575); the local jurisdictions in the survey have significantly larger budgets
and larger staff.

e Maximum salaries (Pay Range Maximums) lag behind market across the board ranging from 5-
10% (Accounting Clerk & OM Supervisor are the exceptions)

o The competitive market in California typically emphasizes comparisons of maximum salaries

o The classifications whose current maximum range lagged behind the market maximums the
most were OM Worker I (-12.9%), District Clerk (-8.5%), & Environment & Technology
Specialist (-8.7%); see above for possible explanations.

* Actual employee salaries, except where noted above, are generally well within the average
ranges for their corresponding positions in the market.

Benefits Comparison: The following is a high-level summary of our findings in the benefits survey.
The detailed data compiled in the benefits survey can be found in Exhibit 2.

¢ Medical Insurance

o TTAD employees pay 7% of premiums which equates to employee monthly premiums of
$101 - $187.

o The Truckee Donner Public Utility District, the Truckee-Tahoe Sanitation Agency, the Tahoe
City Public Utility District and the North Tahoe Public Utility District, Big Bear Airport all
provide 100% coverage for employees; all other respondents require a very nominal
contribution from employees for single coverage (the exception is Squaw Valley).

o For those respondents that require employees to pay premiums for family coverage, the
employee portions range from $144 - $780; among public sector employers, the Town of
Truckee requires the biggest contribution from employees (36%).

o Squaw Valley is unique among respondents in that it requires employees to pay 50% of the
premiums ($503 for single coverage, $1,558 for family coverage)
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We believe the majority of organizations will require employee contributions for medical
insurance in the near future. We recommend TTAD continue this practice.

e Dental Insurance

o]

o]

TTAD employees pay 7% of premiums which equates to $9 employee monthly premiums.

The majority of the local and regional participants, except the Town of Truckee, Squaw
Valley Ski Corporation and Centennial Airport, provide 100% coverage for employees.

We believe the majority of organizations will require employee contributions for dental
insurance in the near future. We recommend TTAD continue this practice.

e Vision Insurance

(0]

@)

TTAD employee pays 7% of premiums which equates to $2.40 employee monthly premiums.

The majority of the local and regional participants, except the Town of Truckee, Squaw
Valley Ski Corporation and Centennial Airport, provide 100% coverage for employees.

We believe the majority of organizations will require employee contributions for vision
insurance in the near future. We recommend TTAD continue this practice.

e Life Insurance

@)

@)

TTAD provides a $25,000 policy for employees.

The Town of Truckee provides a $25,000 policy and the Monterey Peninsula Airport
provides a $20,000 policy.

All other participants either provided a multiple (2 or 3) of annual salary or a larger policy.
Truckee Donner Public Utility District provides 3x of the annual salary, Big Bear Airport
provides a $75,000 policy, Truckee Tahoe Sanitation Agency provides a $100,000 policy and
Tahoe City Public Utility District provides a $75,000 policy. Reno-Tahoe International
Airport offers a $40,000 for employees and a $100,000 policy for managers.

We recommend TTAD explore providing a more generous life insurance plan first to
management and then other employees.

e Vacation

o]

o]

TTAD provides progressive vacation days up to 20 days maximum.

The majority of the participants provide a greater number of vacation days.
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The Town of Truckee provides a maximum of 20 days, the Truckee Donner Public Utility
District provides a maximum of 25 days, the Truckee-Tahoe Sanitation Agency provides a
maximum of 23 days, the Tahoe City Public Utility District provides a maximum of 36 days
and the North Tahoe Public Utility District provides a maximum 23 days.

The Big Bear Airport combines vacation and sick days to a maximum of 43 days.
The average number of reported vacation days is 27 days.

To be competitive with the other organizations, TTAD may want to consider offering an
additional 40 hours of vacation after 20 years experience at the District.

e Vacation Carry-over

(@]

o

TTAD vacation carry-over may not exceed 240 hours.
TTAD?’s policy is fairly consistent with the other participants.

The Monterey Peninsula Airport, Truckee Tahoe Sanitation District, and Truckee Donner
Public Utility District offer some form of vacation buy-back.

Vacation buy-back can be an expensive program to the organization. Instead, we
recommend the additional vacation days for senior employees.

e Holidays

o

o

(@]

TTAD offers 11 holiday days.
Survey participants provided 9 to 13 holiday days.

We do not recommend a change to TTAD’s policy.

e Sick Days

o

(@]

TTAD offers 12 sick days per year, which is in line with the average of other responses.

The North Tahoe Public Utility District and the Aspen-Pitkin County Airport allow
conversion of sick days to two personal days per year.

The Truckee-Tahoe Sanitation Agency, Tahoe City Public Utility District and Yampa Valley
Airport allow sick leave buy-back.

TTAD may want to consider allowing conversion of unused sick days to vacation or personal
days after five years of employment; this conversion does not have to be at a 1:1 ratio of sick
hours to vacation hours.
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¢ Disability Insurance
o TTAD provides SDI through the State.
o Most participants offer short-term disability.

o The Town of Truckee, the Truckee Donner Public Utility District, the Truckee-Tahoe
Sanitation Agency, the Tahoe City Public Utility District and the North Tahoe Public Utility
District all provide long-term disability insurance.

o We do not recommend a policy change for disability insurance.

e Retirement

o TTAD provides standard CALPERS where employees pay 8% of their salaries. The Defined
Benefit is 2.7% at 55.

o The Town of Truckee, the Truckee Donner Public Utility District, the Truckee-Tahoe
Sanitation Agency, the Tahoe City Public Utility District, Reno-Tahoe International Airport
and Placer County pay all or a percentage of the employees’ share of retirement contribution.

o We believe the majority of organizations will require employee contributions for retirement
in the near future. We do not recommend any change to the TTAD retirement contributions.

o The TTAD Board has expressed concern that the District’s CALPERS amendments provide
for an abnormally lucrative benefit for employees, in particular the General Manager. In our
review of this plan, we could not identify any aspects of the plan that were out-of-line with
those of respondents in the competitive market. It is suspected that these concerns grow out
of amendments or revisions to the CALPERS plans that were submitted for consideration in
the proposed contracts by past incumbents or applicants to the General Manager position;
however when confirming these with the Finance Director, it was determined that these
proposed amendments or revisions were not approved or implemented by the District.

e Deferred Compensation
o Most survey participants provide a deferred compensation program.

o The Truckee Donner Public Utility District, the Tahoe City Public Utility District, Town of
Truckee and Big Bear Airport provide a deferred compensation contribution.

o Given the current economic condition, we do not recommend TTAD start matching
employee contributions.
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Other Benefits

o The majority of participants provide a flexible spending account. The Tahoe City Public
Utility District, the North Tahoe Public Utility District and the Monterey Peninsula Airport
contribute to the employees’ flexible spending account.

o The Town of Truckee, the Truckee Donner Public Utility District, the Truckee-Tahoe
Sanitation Agency, the Tahoe City Public Utility District and other regional organizations
provide both an Employee Assistance Program and wellness program.

o Only the Truckee Donner Public Utility District, the Truckee-Tahoe Sanitation Agency,
Squaw Valley, and the Centennial Airport provide management with vehicles or vehicle
allowance. Others provide on-call vehicles.

o The Town of Truckee, the Truckee Donner Public Utility District, the Truckee-Tahoe
Sanitation Agency, the Tahoe City Public Utility District, the Monterey Peninsula Airport,
Big Bear Airport, Friedman Memorial Airport, Reno-Tahoe International Airport and Squaw
Valley Ski Corporation offer uniform allowance.

o The majority of the survey participants offer some form of education assistance that includes
tuition reimbursement.

Pay Plan Recommendations: The Archer Company has prepared three options for updating the
District’s Pay Ranges:

Option 1 — The existing pay plan is adjusted to Reflect the Current Market. This option
maintains the current structure (width of ranges, number of steps, etc.); positions are ranked
solely by market as determined by the average of maximum pay ranges.

Option 2 — This is new plan balancing internal ranking with market data using open ranges and
wider ranges (the spread from minimum to maximum was increased from 25% to 30%)

Option 3 — This is a hybrid plan that builds off of Option 2 but retains steps in the lower half of
the pay range. This provides for standardized progression (step increments) from the minimum to
the midpoint of the pay range, while reserving growth beyond the midpoint for those employees
whose performance merits salaries above the market.

o Steps between minimum and midpoint — progression based on development
o Open range from midpoint to maximum — progression based on performance

Performance-based Pay: The Archer Company recommends that the District implement some
form of pay-for-performance in order to facilitate movement through the pay ranges. Pay-for-
performance is better suited to a pay plan with open ranges, although it can be adapted to use
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with a step plan if needed. TTAD currently uses performance to govern step increases—the
District’s pay philosophy can be modified to strengthen and emphasize performance-based pay,
using a trial program for the exempt positions if needed. TTAD may need to review its
performance appraisal instrument and process in order to successfully implement pay-for-
performance.

Adoption & Implementation of These Recommendations: These findings and recommendations,
culminating with the three options for updating the pay ranges, are presented to the Truckee Tahoe
Airport District Board for careful consideration. The costs of implementing these recommendations
will vary in accordance with which options are chosen and which recommendations are pursued.

While the findings indicate that TTAD’s pay plan has fallen below market, there are several
additional factors that should be taken into consideration. First, while the pay ranges need to be
adjusted, actual employee salaries are generally well within the new market averages for comparable
positions and may not require large adjustments. TTAD can place employees into the range at their
current level or at the next highest step rather than increasing salaries proportional to the increase in
pay ranges (e.g. an employee at the maximum of their current range should not be placed at the
maximum of the new ranges); this provides plenty of room for employee growth in the future
without incurring significant implementation costs. Second, wages and salaries are only part of the
overall compensation package and do not account for many intangible benefits employees enjoy by
working for the District; TTAD may not need to make significant changes in compensation if
employee retention and recruitment is at acceptable levels. Third, the local competitive market for
TTAD is driven by larger public sector organizations with bigger budgets, more employees, and
more technically oriented scope of services (e.g. public utility districts). TTAD may not be in a
position to go toe-to-toe with these direct competitors, opting instead for a more conservative
position in the market. Finally, it must be noted that the current economic climate presents some
challenging issues for employers, particularly in the public sector. During the economic downturn
during the past 18-24 months, most public sector organizations put a freeze on employee salaries and
pay ranges, and many considered furloughs and lay-offs as a means to reduce operating costs. While
we are beginning to see signs that public sector organizations are loosening up somewhat, this
information is juxtaposed against a growing perception in the media that public sector compensation
has grown disproportionally to the private sector. This perception is fairly new and has not yet been
fully vetted, but there is at least some speculation that a correction may take place in the not-so-
distant future.

EXHIBITS

¢ Exhibit 1 e Market Data.

¢ Exhibit 2 e Benefits Data

¢ Exhibit 3 e Alternatives for Updating the Pay Plan
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TRUCKEE TAHOE AIRPORT DISTRICT o PAY PLAN UPDATE, 2010

Exhibut 2

Prepared for TTAD by the Archer Company.
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TRUCKEE TAHOE AIRPORT DISTRICT « PAY PLAN UPDATE, 2010

Exhibit 3

Prepared for TTAD by the Archer Company.
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