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EXECUTIVE SUMMARY
This audit of Compensation Practices & Controls was included on the Council-approved FY
2010/11 Audit Plan to evaluate the City‟s practices and controls related to compensation,
including established policies and procedures.
The Human Resources Division is responsible for the City‟s human resources management,
including overseeing compensation practices and ensuring compliance with employment
laws, practices and policies.
For some aspects of compensation practices, policies have been established in Chapter 14
of City Code with several administrative regulations providing further procedural guidance.
However, other compensation practices have not been adopted in City Code nor fully
disclosed to the City Council. These include providing supplemental pay to select employees
in the form of city-paid deferred compensation, additional vacation and medical leave, and,
for a time, compensation bonuses. Over the last several years, these practices have resulted
in additional compensation totaling more than $680,000. Further, the practice of granting
additional vacation and medical leave hours to select new hires is not consistent with
existing Council-approved policy established in City Code.
Administrative oversight of existing compensation-related policies can be improved in the
following areas:
requirements for certain additional pay types were not applied;
at least 65 annual employee performance reviews were 12 months or more overdue
and another 136 were 6 to 12 months past due; and
some compensation-related Administrative Regulations have not been updated for
several years.
As well, the Police and Fire Departments have established certain compensation-related
policies related to minimum salary and special pay types that are not included in City Code
or Administrative Regulations.
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BACKGROUND
As a service organization, the City of Scottsdale‟s largest expenditure is for employee
compensation. Approximately 51% of Scottsdale‟s citywide fiscal year 2010/11 operating
budget is comprised of personnel services. This includes payments in the form of wages,
retirement, health & dental, overtime, and other compensation to more than 2,500 full-time
equivalent employees.
Compensation Policies
The City Council-adopted compensation provisions are codified in Scottsdale Revised City
Code as Chapter 14, Human Resources Management. The stated purpose of Chapter 14 is
to establish a system of human resources (HR) administration that provides a means to
recruit, select, develop and maintain a responsive work force. Administrative Regulations
(ARs) supplement City Code providing additional specific guidance related to different facets
of compensation, such as uniform allowances and special pay types.
By Charter, the City Council is to “provide the numbers, titles, qualifications, powers, duties
and compensation of all officers and employees of the city.” City Code further specifies that
the City Council annually approve the classification and compensation plan. The plan, a
listing of official titles, authorized number of positions and salary maximum of city positions,
is adopted annually by the City Council along with the City budget ordinance. City Code gives
the City Manager authority to make amendments to the classification and pay plan during
the year, and to establish guidelines for salary increases and exceptional performance pay
for all non-charter employees. The City Council sets salaries and salary increases for the
City‟s charter officers (City Manager, City Clerk, City Auditor, City Attorney, City Judge1 and
City Treasurer).
Types of Compensation
The City provides various types of compensation and benefits to its employees. In addition to
regular wages, certain employees can earn premium pay for overtime, shift differential,
emergency call out or stand-by duties. Employees can also earn special compensation for
wellness instructor or translator services. Table 1 depicts the City‟s compensation
expenditures by major category for fiscal years 2008/09 and 2009/10.

1

Including Associate City Judges and Associate City Judges Pro Tem.
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Table 1. Personnel Services Expenditures
Fiscal Years 2008/09 & 2009/10
FY 2008/09
Category
Wages

Total

% of Total

Total

% of Total

$154,983,221

67%

$143,187,048

70%

25,692,710

11%

19,027,141

9%

19,525,639

8%

18,754,362

9%

15,695,218

7%

10,396,936

5%

14,259,134

6%

11,762,778

6%

Retirement
Health/Dental
Premium/Special

Pay2

Taxes & Misc. Items3
Total

FY 2009/101

$230,155,922

$203,128,265

FY 2009/10 amounts are preliminary as the annual financial report has not yet been completed.
Pay includes expense items such as Overtime, Shift Differential Pay, and Translator Pay.
3 Taxes & Misc. includes expense items such as FICA and Contract Worker Services.
SOURCE: FY 2008/09 and FY 2009/10 Citywide Line Item Expenditure Reports.
1

2 Premium/Special

As part of compensation, eligible City employees receive 9 paid holidays per year plus one
paid floating holiday.2 Medical leave is accrued at a rate of 8 hours each month, and annual
vacation leave is accrued based on years of service with 10 hours per month earned during
the first 5 years and increasing amounts thereafter. However, City Code provides that a new
employee is not eligible to take vacation until after completing 13 biweekly pay periods. In
addition to base salary and paid time off, the City contributes a portion of the cost for
employee health care benefits, including medical and dental care, and pays the premium for
basic life insurance.
Depending on their eligibility, City of Scottsdale employees participate in one of 3 retirement
systems: Arizona State Retirement System (ASRS) for general employees, Public Safety
Personnel Retirement System (PSPRS) for police and fire employees, or Elected Officials‟
Retirement Plan (EORP). In general, the employee contributes a specified percentage of pay
towards retirement benefits and the City contributes varying required percentages to the
plans. Also, the City makes available a deferred compensation program that allows
employees on a voluntary basis to save and invest for retirement on a tax-deferred basis.
Human Resources Division
The HR Division‟s stated mission is to hire, develop and retain a competent, committed and
diverse workforce to provide high quality and cost-effective services to the Scottsdale
community. The HR Executive Director, as delegated by the City Manager, is responsible for
day-to-day human resources management including overseeing compensation practices and
ensuring compliance with employment laws, practices and policies.

2

Employees are eligible for benefits based on specific criteria of leave category/program.
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The HR Division‟s fiscal year 2010/11 budget is $29.4 million, including $25.9 million in the
Self Insured Benefits Fund. Currently, 30.5 FTE in five departments comprise the HR
Division:
Human Resources Executive Management
Benefits Management
Staffing Services and Employee Relations
Technology Services
Workforce Management and Employee Programs
Performance Evaluation
Administrative Regulation (AR) 355, Performance Management, describes performance
management as a dynamic process intended to align employee performance with the
achievement of City Council and organizational goals and the demonstration of values and
behavior that are important to the City of Scottsdale's success as a public organization. The
performance review process is to link compensation to the results the employee has
achieved during the review period. AR 355 requires that all regular employees have a
documented Performance Plan, Professional Development Plan, and formal performance
review at least once a year.
The City‟s HR/payroll system maintained by the Finance & Accounting Division, tracks
scheduled performance evaluation dates. The system sends electronic notifications to
employees and their supervisors to ensure timely completion of evaluations. The Merit Pay
Program provided up to a 5% increase in pay based on performance. However, this program
was suspended in fiscal year 2009/10 due to budget constraints and has not been
reinstated.
Job & Compensation Studies
City Code allows a position to be reclassified based on change in the duties and
responsibilities or qualification for the position. Such a reclassification requires approval of
the HR Executive Director and the City Manager. According to HR staff, job and pay studies
are conducted as requested rather than on any regular basis or citywide. The studies may be
applicable to a single classification or series of classifications.
At its June 22, 2010, meeting, the City Council directed HR staff to provide a complete list of
employee benefits, including tuition reimbursement, car allowances, and city-paid deferred
compensation, along with a comprehensive review of total employee compensation. This
directive also specified that the study is to include salaries, vacation and medical leave
accruals, vacation and medical leave caps, vacation buy-back program, and
recommendations made by the Budget Review Commission. Lastly, HR staff is to work with
the Audit Committee on recommendations for employee benefit plans. This work is currently
underway.
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OBJECTIVES, SCOPE, AND METHODOLOGY
This audit was conducted in accordance with the Council-approved fiscal year 2010/11
audit plan. The objective was to evaluate the City‟s practices and controls related to
compensation, including established policies and procedures. The audit scope primarily
focused on fiscal years 2008/09 and 2009/10, with some analysis of prior years. This audit
did not specifically review City practices and controls related to overtime, which will be
addressed in a separate audit; medical and dental benefits; or city-provided cell phones,
pagers, take-home vehicles, or other equipment.
To gain an understanding of the City‟s compensation policies and practices, we interviewed
Human Resources (HR) and Finance & Accounting personnel, including the HR manager,
staffing services manager, and senior HR analyst, accounting coordinator, and lead payroll
specialist.
In addition, we reviewed two previous compensation-related audits prepared by this office:
Audit Report No. 0511, Classification and Compensation Plan, dated March 21, 2006, and
Audit Report No. 1014, Retirement Incentive Program and Reorganization, dated June 14,
2010. Audit Report No. 0511 concluded that the Classification and Compensation Plan
presented to Council did not include all elements required by City Code and noted areas
where the HR-related City Code needed clarification. Audit Report No. 1014 identified salary
increases being processed without documented justification or appropriate level of approval.
We reviewed the following authoritative policies and related documentation to gain an
understanding of existing compensation controls and practices.
Scottsdale City Charter, Article 4. Sec. 1,
Scottsdale Revised City Code, Chapter 14 – Human Resources.
City Administrative Regulations related to employee compensation (170, 204, 240,
275, 343, 355, 362, 363, 368 and 375).
U. S. Department of Labor‟s Fair Labor Standards Act, Revised July 2007.
Scottsdale Police Department (SPD) and Scottsdale Fire Department (SFD)
compensation policies as stated in SPD General Orders and SFD Administrative
Guidelines, respectively.
Council Action Reports with the accompanying ordinances related to the adoption of
the annual Classification and Compensation plans for fiscal years 2007/08 through
2009/10.
Related HR documents (i.e., employment agreements, staffing requisitions, Class and
Pay Plan Amendment forms, and Job/Pay studies).
During the audit, we reviewed compensation-related information maintained in the HR
division‟s document management (DM) system, TotalHR system, and supporting files and
documents provided by HR staff. In addition, we reviewed payroll reports and supporting
documents provided by the Finance & Accounting division‟s Payroll department. To test the
reliability of information systems data, we tested selected report details to original
documents contained in employees‟ files or scanned documents maintained in DM.
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To verify compliance with City requirements and test the effectiveness of internal controls,
we:
• Compared compensation policies and requirements in existing Code and
Administrative Regulations.
• Compared current salaries and benefits to the Council adopted Classification and
Compensation Plan.
• Analyzed the level of compensation among employees within the same job
classification, with emphasis on special pay types.
• Examined evidence of annual employee performance evaluations, including the
scheduled review dates.
• Tested compliance with requirements for receiving selected additional pay types,
including shift differential, on-call pay, uniform allowance, translator pay and auto
allowance. Requirements for additional skills and certification pay were not formally
established.
While we verified job and compensation studies are documented, we did not analyze the
process or results during this audit.
Based on these audit procedures, we determined that policies and procedures have been
established for some aspects of compensation and administrative regulations provide
procedural guidance for City Code Chapter 14 requirements. As well, the two findings
identified in Audit Report No. 0511 have been addressed, and resolution to the related
finding of Audit Report No. 1014 is currently still in process.
However, we found that some compensation practices are not documented in City Code,
including providing to select employees supplemental pay in the form of city-paid deferred
compensation, additional vacation and medical leave hours, and bonuses. As well,
administrative oversight of some existing policies should be improved, such as enforcing
applicable requirements for additional pay amounts, ensuring annual employee
performance reviews are completed, and updating timely the compensation-related ARs.
We conducted this audit in accordance with generally accepted government auditing
standards as required by Article III, Scottsdale Revised Code, §2-117 et seq. Those
standards require that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and conclusions based on our audit
objectives. We believe that the evidence obtained provides a reasonable basis for our
findings and conclusions based on our audit objectives. Audit work took place from late June
through mid-August 2010, with Joyce Gilbride, Joanna Munar, and Erika Keel conducting the
work.
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FINDINGS AND ANALYSIS
1. Some compensation practices have not been disclosed to the City Council and
adopted in City Code.
The following compensation practices, which primarily affect supplemental pay to
executive level non-charter employees, have been in use for a number of years
without Council policy guidance or adoption into City Code. Although the City Charter
states that the City Council is to provide the compensation of all officers and
employees of the city, the salary schedule that is currently provided for Council
approval only includes base salary amounts. Moreover, as recently as June 2010,
when Human Resources (HR) management presented the City‟s employee benefits
and leave policies to the City Council, these supplemental pay practices were not
discussed.
A. City-Paid Deferred Compensation
Since May 2004, the City has contributed approximately $389,000 to select noncharter employees‟ deferred compensation accounts. The earliest job offer letter or
compensation memo found that provided city-paid deferred compensation for a noncharter officer was dated in May 2004 when the City‟s first fire chief was hired. As
shown in Table 2, since that time the number of positions receiving the benefit has
almost doubled, from six in fiscal year 2004/05 to 11 in fiscal year 2009/10.
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Table 2: City-Paid Deferred Compensation
Non-Charter Positions
Fiscal Years 2004/05 – 2009/10
Fiscal Year Amount1
Position Title
Fire Chief

2004/05
$ 11,003

2005/06
$ 12,095

2006/07
$ 12,322

2007/08
$ 13,973

2008/09
$ 13,197

2009/10
$ 13,197

10,109

10,498

10,109

10,615

10,615

10,615

Assistant City Manager2

4,347

8,257

8,090

4,901

-

-

Comm & Public Affairs Officer3

3,910

4,059

3,909

4,104

4,104

3,461

Financial Mgmt Exec Director

3,869

4,026

3,877

4,071

3,288

626

Chief Information Officer

3,557

3,699

3,562

3,740

3,740

3,740

Deputy City Manager

-

12,593

12,264

943

-

-

Planning & Dev General Manager

-

6,769

11,348

11,915

1,375

-

Government Relations Director

-

4,725

5,910

6,516

6,581

2,215

CNR General Manager

-

4,790

3,977

765

-

-

Community Services Exec Dir

-

3,971

3,824

4,015

4,015

5,004

Transportation General Manager

-

2,193

3,454

3,627

3,627

139

Downtown Executive Director

-

-

2,112

2,860

-

-

Strategic Programs Manager

-

-

-

3,483

4,528

4,528

Assistant Fire Chief

-

-

-

-

7,279

6,167

Senior Advisor

-

-

-

-

-

2,130

77,675

$ 84,758

$ 75,528

$ 62,349

$ 51,822

Police Chief

Total

$ 36,795

$

1

Amounts are total expense incurred for the fiscal year, which may differ from total amount authorized due to the timing
of annual employee reviews, resignations, and start dates. Due to Payroll records retention schedules, limited
information was available for fiscal year 2004/05 so the listing may be incomplete.
2 Effective

June 22, 2008, this assistant city manager‟s city-paid deferred compensation was incorporated into his base

salary.
FY 2009/10 amount reflects payments made to two individuals holding the position of Communications & Public Affairs
Officer at separate times during the fiscal year.
3

SOURCE: Auditor analysis of Payroll Deductions and Other Earnings payroll reports and employee compensation documents
available in the City’s document management system.

Five of six charter officers also receive city-paid deferred compensation contributions.
However, the City Council approves all terms of charter officers‟ compensation
through employment contracts, which are adopted at public meetings.
City Code Sec. 14-22 (a) allows the city manager to establish guidelines for salary
increases and exceptional pay for all non-charter city employees, but a guideline for
city-paid deferred compensation has not been established.
Further, because of the discretionary nature of this compensation practice,
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inconsistencies exist for employees within the same job classifications. For example,
in fiscal year 2009/10, five of 10 executive director positions and six of more than
100 management level positions received city-paid deferred compensation.
B. Additional Vacation and Medical Leave Hours
Since at least 2001, there has been a practice of giving select new hires additional
vacation and/or medical leave hours, varying from 10 to 120 hours. Generally, these
hours were made available for immediate use. In addition, as documented in the job
offer letters signed by the City Manager or others, these employees accrue the
regular monthly vacation and medical leave in accordance with City Code. One
exception, a recent new hire, is allowed to accrue monthly vacation leave at the rate
available to employees only after 10 years of service.
City Code Sec. 14.82 states that an employee is eligible to take accrued vacation
“after completing thirteen biweekly pay periods” (equivalent to 6 months) and lists
specific accrual rates for vacation leave earned. During the first 5 years of
employment, an employee accrues 10 hours of vacation leave per month. Similarly,
in Sec. 14-83, medical leave accruals are specified at 8 hours per month. Granting
the initial bank of vacation and/or medical leave results in the employee exceeding
the annual amounts provided in City Code. Further, allowing select employees to take
vacation prior to completing 13 biweekly pay periods is not compliant with City Code.
This practice was not disclosed in the June 2010 benefits presentation to City
Council.
Based on available records, approximately 1,700 additional vacation hours and 790
additional medical leave hours were given to 19 executive level new hires between
July 2001 and July 2010. Using the employee‟s hourly rate when hired, this benefit is
estimated to have cost $156,000 as shown in Table 3.
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Table 3: Additional Vacation & Medical Leave Hours Provided to New Employees
Calendar Years 2001 – 7/2010

Initial Hire
07/2001
11/2001
04/2002
09/2002
05/2004
05/2005
05/2005
06/2005
08/2005
07/2007
08/2007
08/2007
09/2007
06/2008
12/2008
03/2010
05/2010
05/2010
07/2010

Title
Deputy City Manager
Deputy Police Chief
Library Director
Deputy City Clerk
Fire Chief
Human Resources General Mgr
Stormwater Mgt Director
Planning & Dev General Mgr
Government Relations Director
WestWorld General Mgr
Accounting & Tax Audit Director
Assistant Fin Svcs General Mgr
Assistant City Manager
Human Resources General Mgr
Planning & Dev General Mgr
Accounting Director
Airport Director
Comm & Public Affairs Officer
Acting Asst Fire Chief
Total

Vacation
Leave

Medical
Leave

80
40
40
40
120
100
120
120
120
120
40
120
120
120
120
40
40
120
80*
1,700

40
80
80
10
48
80
80
40
96
80
80
80
794

Total Benefit1
$

$

7,500
2,019
1,885
1,154
12,900
11,079
5,374
8,125
9,089
13,944
5,797
9,640
18,144
14,424
14,528
2,000
2,500
11,540
4,808
156,449

1Total

benefit is based on hourly rate at hire date. This list may not be complete due to the additional leave
benefit not being specifically tracked in the time accounting system.

*Subsequent vacation accruals are at the highest rate of 13.4 hours per month, which provides an additional
monetary benefit not included in the $4,808. However, for one year the additional benefit is more than $2,400.
SOURCE: Auditor analysis of available employee job offer letters.

HR staff stated that there is not a current policy concerning this type of
compensation, which they referred to as “front-loading” vacation and medical leave.
HR staff indicated they believed it only occurred in a limited number of cases.
To promote equitable treatment in human resources administration, the benefit
provisions of City Code should be applied consistently to all employees.
C. Compensation Bonuses
During the period of fiscal year 2005/06 to fiscal year 2007/08, a previous City
Manager and other executive level staff provided compensation bonuses totaling
over $139,000 to select employees. The bonuses, ranging from $1,250 to $4,900
Page 10
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each, were typically in addition to an increase in the employee‟s base pay. This
practice, which has not occurred since the City‟s budget reductions began, is not
addressed in City Code.

Table 4: Lump Sum Bonuses
Fiscal Years 2005/06 – 2007/08
Fiscal Year Amount1
Title
Planning & Development General Mgr

2005/06
$

2006/07

4,910

$

2007/08

3,348

$

Total

2,500

$

10,758

Assistant City Mgr #1

3,749

3,958

2,500

10,207

Economic Vitality General Mgr

3,430

3,622

3,121

10,173

Financial Services General Mgr

3,427

3,619

2,500

9,546

Assistant City Mgr #3

3,958

4,178

1,250

9,386

Community Service General Mgr

3,381

2,841

2,500

8,722

Citizen & Neighborhood Res General Mgr

2,940

3,028

2,714

8,682

Police Chief

3,830

4,044

-

7,874

Chief Information Officer

3,149

1,985

2,500

7,634

Assistant City Mgr #2

3,693

3,899

-

7,592

Fire Chief

3,647

3,851

-

7,498

Transportation General Mgr

-

3,454

2,000

5,454

Government Relations Director

-

2,364

2,500

4,864

Assistant Fire Chief #2

-

1,905

2,000

3,905

Assistant Fire Chief #1

-

1,778

2,000

3,778

3,466

-

-

3,466

Deputy Chief

-

3,261

-

3,261

Administrative Services Director

-

3,261

-

3,261

Comm & Public Affairs Officer

-

2,901

-

2,901

Human Resources General Mgr

-

2,690

-

2,690

Municipal Services General Mgr #2

-

-

2,500

2,500

Exec Asst Strategic Projects

-

-

2,000

2,000

Downtown Group General Mgr

-

-

2,000

2,000

Water Resources General Mgr

-

-

1,500

1,500

Municipal Services General Mgr #1

Total

$

43,580

$

59,987

$

36,085

$

139,652

1

This table may not be complete as bonus awards were not specifically tracked in the HR/payroll system.
However, the analysis encompassed executive and management level positions for which documentation has
been retained.
SOURCE: Auditor analysis of Payroll Other Earnings report and executive compensation memos.
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While City Code allows the City Manager or a designee to authorize premium pay as
deemed necessary and appropriate, it is unlikely this provision was intended to
provide unrestricted authority and discretion. Further, the practice of granting
bonuses is not addressed in City policy as other premium pay provisions, such as the
Superior Performance Pay, are.
Although most of these practices relate to executive compensation, Human Resources
staff stated that a separate guideline for executive compensation has not been
considered. Rather, they indicated that various elements are negotiated as part of a new
or promoted employee‟s “compensation package.” Part of this process includes
comparisons to predecessors and peers within the City of Scottsdale and benefits the
employee stated were received from the former employer. Also, they indicated the City
Manager decides on a case by case basis which types of supplemental compensation
will be offered to a potential new employee.
To promote transparency and accountability, public employee compensation and benefit
programs require effective oversight, careful management and open disclosure.
Recommendations:
The Human Resources Executive Director and the City Manager should develop for City
Council review:
A. A draft ordinance addressing existing practices, such as:
City-paid deferred compensation, including monetary or percentage maximums
and guidelines.
Exceptions to City Code for granting additional vacation and medical leave hours.
Criteria for providing compensation bonuses.
B. A draft ordinance providing parameters for or disclosure of the City Manager‟s
authority in granting additional compensation.
C. An expanded annual classification and compensation plan that discloses, in addition
to the base salaries currently listed, the amounts and/or types of supplemental pay
for each classification.
2. Requirements for receiving certain additional pay types are not enforced.
Premium or special pays are amounts an employee may be eligible to receive in
addition to base pay. Table 5 shows the different categories of special and premium
pays, the amounts paid, and the number of employees receiving each compensation
type during fiscal years 2008/09 and 2009/10.
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Table 5. Premium and Special Pay1
Fiscal Years 2008/09 & 2009/10
FY 2008/09
Category

FY 2009/10

Amount

# of Employees

Amount

# of Employees

$1,161,181

506

$1,082,186

465

Shift Differential

$419,561

500

$401,747

465

Tuition Assistance

$386,111

170

$326,067

149

Uniform Allowance (Cash)

$226,016

532

$202,125

477

Auto Allowance

$202,275

49

$181,675

46

Superior Performance Awards

$134,704

368

$0

0

Translator Pay

$129,766

74

$140,682

73

Uniform (Non-Cash)

$7,681

68

$7,246

72

Additional Skills Compensation

$7,420

10

$7,280

8

Certification Pay

On-Call Pay

$4,200

1

$4,200

1

Animal Bounty Program

$335

15

$200

14

Live Life Well Instructor

$0

0

$2,460

5

Total

$2,679,250

$2,355,867

Excluding overtime which will be reviewed in a separate audit.
SOURCE: Auditor analysis of report data provided by the Finance & Accounting Division‟s Payroll Department.
1

Three of the 5 premium pay types tested, Shift Differential, On-Call Pay, and Uniform
Allowance, complied with requirements established in City Code or Administrative
Regulations. For these three premium pay types, a sample of 40 payments was
reviewed, with 20 selected from fiscal year 2008/09 and 20 from fiscal year
2009/10.
Shift Differential―All of the sampled payments were to employees in eligible
positions in functions or facilities that operate on a 24-hour schedule, such as
detention officer, crime scene specialist, and water/wastewater plant
operator.
On-Call Pay―All of the sampled payments were to employees in positions
requiring availability for work assignments outside of the normal work hours,
such as electrician, plumber, and telemetry control specialist.
Uniform Allowance―Based on the nature of their work, all of the sampled
payments were to qualified employees, such as police officer, irrigation
technician, and maintenance worker.
The requirements for 2 special compensation types, Additional Skills and
Certification Pay, are not documented in City Code or Administrative Regulations.
Therefore, these payments, which totaled approximately $23,000 during the past two
fiscal years, could not be tested to specific requirements.
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Based on test results, improvements can be made in consistency and compliance for
the following two compensation types; auto allowance and translator pay.
Auto Allowance―Administrative Regulation (AR) 204, Automobile Allowances
& Mileage Reimbursement, provides the guidance for payment for personal
vehicle use on official City business. While City Council authorizes auto
allowances for Council and the Charter officers, AR 204 requires the City
Manager to annually review and authorize allowances for the Assistant City
Manager, Executive Directors, and “any other city staff … that requires
extensive travel to conduct City business or has extensive “on-call”
requirements.” Auto allowances for fiscal years 2008/09 through 2010/11
total the following amounts:
Table 6. Automobile Allowance
Fiscal Years 2008/09, 2009/10, & 2010/11
FY 2008/09
Position

Amount

# of
Positions

FY 2009/10
Amount

FY 2010/11

# of
Positions

Authorized
Amount

# of
Positions

Council Members1

$40,125

6

$31,675

7
5

$34,200

$27,225

7
4

$38,250

Charter Officers2

$28,200

5

$134,925

31

$111,750

30

$116,400

25

$202,275

42

$181,675

42

$178,800

36

Non-Charter Employees
Total

A council member declined her auto allowance in late FY 2009/10 and is reimbursed for actual mileage.
The annual totals for charter officers varied due to the timing of charter officer and acting charter officer appointments.
SOURCE: Auditor analysis of Deductions & Other Earnings Detail Report provided by the Finance & Accounting division‟s
Payroll department.
1
2

During fiscal year 2008/09, two employees who were not on the approved list
nor separately authorized by the City Manager received auto allowances
totaling $3,900. One of the two received an auto allowance as part of his job
offer letter signed only by a human resources manager, while the other was
authorized by a staffing requisition signed only by the Human Resources
Executive Director. These employees continued to receive auto allowances
during fiscal year 2009/10, which totaled $7,200. In August 2010, these two
employees were included on the auto allowance list the City Manager and City
Treasurer authorized for fiscal year 2010/11.
Changes to the total authorized auto allowances resulted from eliminated
positions rather than discontinuing the allowance for any existing employee,
even when an employee‟s position and/or responsibilities changed. While the
Administrative Regulation indicates that extensive travel for City business is
required, it is not clear that this has been carefully evaluated.
Translator Pay―AR 363, Translator Pay, provides the requirements and
process for employees to receive additional pay for translating or interpreting
Spanish during the course of their regular duties. As shown in Table 7,
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translator pay totaled more than $129,000 in FY 2008/09 and more than
$140,000 in FY 2009/10, with Scottsdale Police Department (SPD)
translators receiving more than half of these annual amounts.
Table 7. Translator Pay
Fiscal Years 2008/09 & 2009/10
FY 2008/09
Function

Pay Total

FY 2009/10

# of
Employees

Pay Total

# of
Employees

Scottsdale Police Department

$65,675

40

$74,885

39

Other City Services

$64,091

34

$65,797

33

$129,766

74

$140,682

72

Total

SOURCE: Auditor analysis of report data provided by the Finance & Accounting Division‟s Payroll Department.

According to AR 363, prior to a position being approved for translator pay, the
supervisor, executive director of the division, and the authorized HR representative
must approve a justification form. The employee receiving translator pay must
annually pass the City of Scottsdale‟s language skills assessment and re-justification
of the position is required each year. In addition, the employee is required to submit
to the Translator Program Coordinator a quarterly log of translator/interpreter
services to receive the compensation, $300 per quarter.3 The Coordinator is also to
use these logs to determine if the employee is meeting the service level requirement,
which is an average of 5 hours per week or seventy-five (75) occurrences per year. A
Senior Human Resources Analyst serves as the Coordinator, with responsibility to
monitor compliance, maintain records, and inform the payroll department to make
the payments. SPD manages its own translator program.
The Coordinator indicated that the non-SPD employees receiving translator
pay during the last two fiscal years were not asked to submit the annual
justification form or take the annual skills assessment. While Human
Resources previously used a consultant to conduct testing, this contract was
discontinued after fiscal year 2007/08; another assessment method has not
been put in place. Additionally, 4 of the 25 employees we tested met the
service level requirement in fiscal years 2007/08 or 2009/10. According to
program records, the Coordinator did not obtain and review the service level
logs in fiscal year 2008/09.
Even though the translator pay requirements were not met, the Coordinator
left these employees designated as „active‟ translators and receiving
translator pay. Due to inconsistent application of program requirements, the
City may be paying more for translator pay than necessary to meet actual
service level needs.

3

Translator pay is “grossed up” to cover the related taxes so that the employee receives the $300 as net pay.
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The separately managed SPD translator pay program is based on Police
General Order (GO) 44.17, which does not have the same requirements as AR
363. While the SPD initially used a consultant to develop a testing process
specific to law enforcement, the department now conducts the translator
assessments. The SPD process requires supervisory approval prior to
acceptance in the program, and participants must pass the certification
process. This certification process includes an exam that tests the candidate‟s
ability to read, write, and translate Spanish. Throughout the year, the program
also provides situational training for translators, such as issuance of a
sobriety test in Spanish.
Although it appears SPD has a more effective process in place, current AR
363 and City Code do not provide SPD the authority to separately manage its
translator pay program.
While the City‟s ARs are required to be followed, it is not clear if the current AR
reflects the appropriate, necessary requirements for a position to qualify for
translator pay and for an employee to receive the compensation.
Recommendation:
The Human Resources Executive Director and City Manager should ensure compliance
with compensation-related ARs, specifically including those for auto allowance and
translator pay. If deemed appropriate, applicable sections of City policies should be
revised to allow the Scottsdale Police Department to oversee its translator pay program.
Further, if the pay types are continued, requirements for Additional Skills Compensation
and Certification Pay should be formalized in City policies.
3. Some established public safety compensation policies are not in City Code or
regulations.
The Police and Fire Departments have adopted compensation guidelines that are not
incorporated into City Code or administrative regulations. Some of the following areas
the Police and Fire Departments have established in their own policies and practices
are specific to public safety employees, but some are not.
Police Department General Orders
Minimum Salary – The promotional increase for sworn personnel, at a given rank,
is a minimum of 5% above the maximum salary of the next lower rank. The
promotional increase for civilian supervisors is a minimum of 5% above the
maximum salary of the next lower rank or 5% above the maximum salary of the
highest paid employee supervised. Citywide policies do not contain this provision.
Compensatory Time - Up to 80 hours of compensatory time may be accrued by
non-exempt, full-time employees. There is no provision in City policies allowing the
accrual of compensatory time.
Field Training Officers (FTO) – An employee in patrol, Detention, Crime Scene,
Records and Communications receives an additional 5% when acting as an FTO.
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Fire Department Administrative Guidelines
Trade-time Policy – This policy allows 56-hour shift employees to adjust their work
schedules by trading scheduled hours to avoid using accrued vacation or medical
leave hours.
Special Compensation – This policy provides additional pay for special operation
teams, such as Aircraft Rescue Firefighting, Hazardous Materials, and Technical
Rescue Technician, and for specific certifications or licenses, such as Advanced
Life Support.
Day Assignment Pay Policy – This policy pays a 10% salary premium to 56-hour
non-exempt sworn employees who are assigned to a 40-hour day shift because
they are no longer receiving overtime pay. This practice results in more than
$38,000 in additional compensation paid to 6 employees each year.
Although these guidelines may be operationally necessary, with the exception of Fire
Department special compensation, they have not been specifically authorized by the City
Manager and the City Council. Further, the guidelines have not been adopted into City
Code, and the benefit-related policies were not disclosed to City Council during the June
2010 presentation on City benefits.
Recommendation:
The Human Resources Executive Director and City Manager should evaluate
compensation practices established by the Police and Fire Departments for
appropriateness and include relevant provisions in City Code or Administrative
Regulations, as applicable. All benefit-related policies should be appropriately disclosed
to the City Council.
4. Administrative oversight of existing compensation policies can be improved.
Opportunities for improvement include ensuring annual performance evaluations are
completed, enforcing applicable requirements for additional pay amounts, and
reviewing timely the compensation-related Administrative Regulations.
A. Performance Management
AR 355, Performance Management, requires that all regular full-time and part-time
employees have a documented Performance Plan and receive a formal performance
review at least once a year. At least 65 employees did not have a performance review
conducted within the past year, yet some of these employees received pay increases.
Of the 2,822 employees on the July 3, 2010, payroll, 30 did not have a
review date. The HR/payroll system tracks the date of an employee‟s next
scheduled performance review and triggers an electronic reminder to the
employee‟s manager when the review date is approaching. Without a
review date in the system, the performance evaluation is often overlooked.
Three of these employees received a performance review within the past
year, but 27 did not. Of the 30 missing performance review dates, 13 were
executive level positions.

Compensation Practices & Controls

Page 17

For employees with review dates, 35 performance reviews were more than
12 months overdue and another 136 performance reviews were six to 12
months late.
While three Charter Officer employment agreements
performance review, three do not have a stated requirement.

require

a

As well as providing an opportunity for constructive feedback, written performance
evaluations also serve to support merit pay increases, when applicable. During fiscal
year 2009/10, five of the 65 employees without a documented performance
evaluation received salary increases totaling approximately $59,800.
B. Administrative Regulations
Some Administrative Regulations related to compensation are not annually reviewed
for relevance and possible consolidation.
Administrative Regulation (AR) 105, Administrative Regulations, requires that ARs be
presented in a standard format for consistency, and reviewed annually for relevance
and effectiveness. However, 7 of 10 compensation-related ARs have not been
reviewed in the past 12 months, as shown in Table 8, and AR 240, Employee
Recognition Awards and Reimbursement Programs, is not documented in the
standard format.
Table 8. Compensation-Related
Administrative Regulations1

Responsible Division
Human Resources

Finance & Accounting

Administrative Regulation

Last Review Date

AR 240, Employee Recognition Awards and Reimbursements
AR 355, Performance Management
AR 368, Superior Performance
AR 170, Employee Clothing and Uniform Program
AR 363, Translator Pay
AR 362, Fitness and Wellness Instructor Pay
AR 375, Tuition Assistance
AR 343, Leave Policies
AR 275, Safety Glasses/Shoes
AR 204, Auto Allowance

Jul-1994
Jun-2002
Sep-2002
Jul-2004
Jul-2005
Aug-2010
Feb-2010
Mar-2010
Sep-2003
Apr-2006

Excludes AR 354, Overtime Management and Utilization, which will be addressed in a separate audit.
SOURCE: Auditor review of Administrative Regulations related to compensation practices and controls.
1
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As a result, some of the administrative regulations are outdated or inconsistent with
current operations. For example, the SPD manages its own Translator Pay Program
which is not consistent with the existing AR 363. Additionally, some administrative
regulations addressing related topics could be streamlined and/or combined. For
example, it may be feasible to combine AR 170 and AR 275, which both relate to
uniforms and safety equipment. Having fewer, streamlined ARs would make the
annual review and update process simpler. Another consideration is whether AR 105
should specify an annual review of all ARs. Given the City‟s employee reductions,
perhaps a longer time period, such as once every 2 or 3 years, or when a program
change occurs, would be a more practical requirement.
Recommendations:
A. The Human Resources Executive Director should work to ensure that all City
employees receive an annual performance review in accordance with AR 355,
Performance Management.
B. The Human Resources Executive Director should ensure timely review of
compensation-related ARs. Additionally, this review should consider consolidating
and/or streamlining Administrative Regulations where feasible.
In addition, the City Manager should consider whether the requirement in AR 105 to
annually review every administrative regulation is practical given the City‟s limited
staff resources, or whether the reviews should cover a longer period of time or be
based on significant changes in business practice.

Compensation Practices & Controls
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ACTION PLAN
1. Some compensation practices have not been disclosed to the City Council and
adopted in City Code.
MANAGEMENT RESPONSE:
Management concurs with the recommendation to ensure that all compensation practices
are fully understood, codified and/or properly addressed in administrative policies. There
has been no intent to withhold information from elected officials and policy makers. Code
and policy compliance is a consistent goal. Human Resources is currently reviewing three
separate administrative regulations regarding compensation: Premium-Special Pay
Administration; Compensation Administration and Classification Administration. Audit
findings shall be considered when bringing forward suggested changes or improvements.
Current compensation practices have been in place for a number of years. At the top
elected and appointed leadership levels, our and other organizations naturally desire
flexibility for certain situations, negotiations and market conditions. In small and large group
settings, Human Resources leaders have advised prior and current city management,
financial leaders and executive team members of the potential benefit of a well facilitated
policy discussion about total compensation philosophy. Updated and clearer direction on
where policy makers would like to see us fall in the marketplace is a critical foundation for
building and maintaining systems. More recently, some policy makers have questioned
whether we should benchmark ourselves against comparable cities. The organization could
also benefit from clearer policy direction on how the marketplace should be defined and
factored in relative to our current and future competitive position.
Pursuant to the Ordinance, the classification and pay plan is adopted annually and sets forth
all titles, number of positions and salary maximums of city positions. The current practice,
based upon past direction, is to include the City‟s pay table during the annual budget
presentation. At this time, total compensation figures are not presented in conjunction with
the pay table and budget presentation.
The June 22, 2010 City Council discussion about leave policies covered the overwhelming
majority of benefits of greatest interest at the time. Additionally, concurrent with the Leaves
Presentation, a document was presented to council members that provided further, more
detailed information on City compensation options including: tuition reimbursement, travel,
auto allowance, training and development, employee programs, merit pay, deferred
compensation, and market adjustments among others. Certain council members asked that
any other specific “compensation” not discussed in the June 22, 2010 Council Meeting, be
listed and explained later. Deferred compensation and tuition reimbursement were two
specifically mentioned items. When the October 2010 follow-up meeting on leave policies
and options is held, every effort will be made to ensure that all City Council questions are
answered. The Budget Commission discussed leave policies and practices on May 27,
2010.
During policy discussions, and for legitimate analytical reasons, total compensation and
benefits are terms that are sometimes used interchangeably. In a more technical sense,
total compensation encompasses base salary, sick and vacation leave, health/dental
insurance, city-paid deferred compensation, city paid life insurance, vehicle allowances and
Compensation Practices & Controls

Page 21

premium-special pays (such as translator pay, additional skilled compensation, etc.). Items
such as employee paid deferred compensation, tuition reimbursement, training/travel and
certain other optional benefits are not technically considered part of total compensation.
A. City-Paid Deferred Compensation
City managers typically have the discretion to consider or negotiate City paid deferred
compensation for non-Charter, executive level positions. Our code and policies do not seem
to remove this option from the discretion of the city manager. The City Council has the same
option for Charter Officials. In an executive recruitment process, the city manager (or
designee) negotiates total compensation packages based on market conditions and the
specific dynamics of the particular recruitment. City paid deferred compensation is not
uncommon for executive level public sector positions. It is sometimes negotiated on the
front end, or considered in lieu of base salary increases for longer tenured executives. The
City of Scottsdale could benefit from having a clearer philosophy and system for consistency
purposes.
B. Additional Vacation and Medical Leave Hours
City Managers have exercised discretion to negotiate additional vacation and medical leave
hours for non-Charter, executive level positions. This is not uncommon in the marketplace
either. In a negotiation, the logic is that individuals may be reluctant to leave a prior position
where time has been built up for family, personal, sick and paid emergency leave, to come
to a place where they must start from scratch. This is considered an essential component of
executive level recruiting.
Per direction of the city manager, an administrative regulation will be created specific to
executive compensation. It will attempt to address the parameters of the City Manager‟s
authority. It will include typically found elements of executive compensation. Per direction
of the city manager, an attempt will be made to establish the threshold at which city
manager discretion ends and city council approval is required.
C. Compensation Bonuses
Incentive pay (one time lump sums) were granted during the period of FY 2005/06 to FY
2007/08. The basis appeared to be that part of the ordinance providing in part, that: “the
City Manager establishes guidelines for salary increases and exceptional performance pay
for all other employees.” This practice has not been utilized since the above referenced
time frame.
We concur with the recommendation to provide an expanded annual classification and
compensation plan that discloses, in addition to the base salaries currently listed, the
amounts and/or types of supplemental pay for each classification. Based on prior direction,
only the pay table was provided. Human Resources will coordinate with Finance and
Accounting to provide a summary of supplemental compensation for each classification in
addition to base compensation.
PROPOSED RESOLUTION:
We are currently reviewing three administrative regulations that are specific to
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compensation: Premium – Special Pay Administration; Compensation Administration and
Classification Administration. We will also develop an administrative regulation that is
specific to executive pay.
Human Resources will work in conjunction with Finance and Accounting to provide a
summary of supplemental compensation for each classification in addition to base
compensation. This piece will be implemented with the upcoming budget. (May 2011
presentation)
RESPONSIBLE PARTY: Human Resources
COMPLETED BY: MARCH 31, 2011
2. Requirements for receiving certain additional pay types are not enforced.
MANAGEMENT RESPONSE:
There are a variety of premium and special pay types of compensation, all but two are
outlined either in the Ordinance or Administrative Regulations. The two that are currently
not included in Ordinance or Administrative Regulations are the Additional Skills
Compensation (ASC) pay and Certification Pay.
Human Resources is currently revising and combining Administrative Regulation #240 –
Employee Recognition Awards and Reimbursements into the new compensation
Administrative Regulation: Premium – Special Pay Administration. Included in that revision
is the Additional Skills Compensation (ASC) and Certification pay.
Attached to this document, and forwarded to the Assistant City Auditor as part of this audit,
is the information that was presented in early 2001 to the City Manager and Human
Resources Management outlining the Additional Skills Compensation (ASC) program. Also
attached is the information, process and procedures regarding Certification Pay. [City
Auditor’s Note: Auditors reviewed the referenced attachments, which were from 2001 and
2006, during the audit. The information does not alter the audit conclusions on pages 13
through 16, and the documents are not attached to this audit report.]
The Translator Program is currently under review, including consistency and compliance in
administration. The proposal for the Translator Program was forwarded to the Assistant City
Auditor as part of this audit. Changes to the Translator Program will be implemented by
March 31, 2011.
AR #204 – Auto Allowance is managed by Finance and Accounting. It will be reviewed for
consistency and compliance in administration, by October 31, 2010.
Human Resources‟ concurs with the recommendation to ensure compliance with
compensation related administrative regulations, specifically auto allowance and translator
pay; and that all compensation policies should be formalized in City policies.
There currently is a team, made up of key division representatives from the City Manager‟s
Office, Finance and Accounting, Human Resources, Information Technology, and Legal, that
was formed to review and implement a process for structuring review of the administrative
regulation process. Part of this review includes ensuring that administrative regulations are
Compensation Practices & Controls
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up to date and how often revisions are practical.
PROPOSED RESOLUTION:
Human Resources will revise current compensation related administrative regulations,
specifically translator pay, to be in compliance with approved processes. Finance and
Accounting will review their current administrative regulation on auto allowance to be in
compliance with the approved process by October 31, 2010.
RESPONSIBLE PARTY: Human Resources, Finance and Accounting
COMPLETED BY: MARCH 31, 2011
3. Some established public safety compensation policies are not in City Code or
regulations.
MANAGEMENT RESPONSE:
The Police and Fire Departments have adopted compensation guidelines that are not
incorporated into City Code or administrative regulations. These guidelines are outlined in
their department general orders.
On December 14, 2004, the Fire Chief and Human Resources presented and received
Council approval for the Fire Department Compensation Plan (attached). [City Auditor’s
Note: Auditors reviewed the referenced attachment during the audit, as reflected in the
audit results on page 17, and the document is not attached to this audit report.]
For both the Police and Fire Departments, the General Orders regarding compensation have
been consistently applied within their respective departments.
Human Resources is currently revising three new compensation specific administrative
regulations: Premium – Special Pay Administration, Compensation Administration and
Classification Administration; as well as administrative regulation #354 – Overtime
Management and Utilization. Included in these revisions are the addition of the police and
fire department adopted compensation guidelines.
PROPOSED RESOLUTION:
Human Resources is including the Police and Fire Department adopted compensation
guidelines in the three new compensation specific administrative regulations as well as
administrative regulation #354 – Overtime Management and Utilization. The administrative
regulations will reflect and formalize the adopted processes. We concur that all benefit
related policies should be discussed.
RESPONSIBLE PARTY: Human Resources
COMPLETED BY: MARCH 31, 2011
4. Administrative oversight of existing compensation policies can be improved.
MANAGEMENT RESPONSE:
There are opportunities for improvement in ensuring that annual performance evaluations
are completed in a timely fashion, to enforce applicable requirements for additional pay
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amounts, and for timely review of compensation-related administrative regulations.
A. Performance Management
Currently administrative regulation #355 – Performance Management requires that all
regular full time and part time employees have a documented Performance Plan and receive
a formal performance review at least once a year. This administrative regulation is currently
under revision and will be completed by November 2010. The revisions include clarification
on which employees receive a formal performance review and documented Performance
Plan.
Different city managers have different approaches to executive level performance
evaluations. Generally speaking, because they are high level at-will employees, executives
have been evaluated against achievement of priority policy and operational goals.
Adherence to important leadership principles, our Employee Values and display of behaviors
critical for executive effectiveness are key performance factors as well. The Human
Resources Division will assist the city manager and others with coming up with an approach
that fits current philosophy.
Supervisors and employees receive notification 60 and then 30 days out of a pending
performance review. If the performance review is not processed by Payroll by the
performance review due date, another notification is sent out to the employee and their
supervisor, 15 and then 30 days out. Human Resources Analyst staff also work in
conjunction with their assigned divisions and departments to encourage supervisors to
complete performance on time. During the time that merit increases were given, it was
much easier to enforce the requirement of timely performance reviews. As merit increases
have been suspended, it has been more challenging to enforce. Executive leadership, in
conjunction with Human Resources, will work together to ensure consistent enforcement of
performance review delivery.
During fiscal year 2009/10 five of the 65 employees without a documented performance
evaluation received a salary increase. These individuals either received a promotion or were
part of a job study review that resulted in a salary adjustment.
B. Administrative Regulations
Some administrative regulations related to compensation have not been reviewed annually
for relevance and possible consolidation. The citywide approach to the review and updating
of Administrative Regulations is currently being evaluated. Human Resources will play an
active role in prioritizing, consolidating and updating critical policies.
The team that has been formed to review the administrative regulation process, is currently
discussing the practicality of review periods for the administrative regulations.
Consideration is being taken on whether once every two to three years or when a program
change occurs, would be a more practical requirement.
As part of that review, Human Resources is combining, where applicable, administrative
regulations that are similar or that cover related topics. Currently administrative regulation
#240 – Employee Recognition Awards and Reimbursements, is being combined with the
Compensation Practices & Controls
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Premium – Special Pay Administration administrative regulation.
The following administrative regulations related to compensation are currently under review:
a. #355 – Performance Management – completion date November 2010;
b. #368 – Superior Performance – completion date November 2010;
c. #363 – Translator Pay – completion date March 2011;
d. #354 – Overtime Management and Utilization – completion date March
2011.
Administrative regulation #362 – Fitness and Wellness Instructor Pay was recently reviewed
in August 2010. There were no changes so only the “last revision date” changed. It was
updated on the intranet on August 5, 2010.
Human Resources will work in conjunction with Finance and Accounting on reviewing and
potentially incorporating the two similar administrative regulations, #170 – Employee
Clothing and Uniform Program and #275 – Safety Glasses/Shoes.
Finance and Accounting will be reviewing and revising, if applicable, administrative
regulation #204 – Auto Allowance by October 31, 2010.
PROPOSED RESOLUTION:
Complete the revision on administrative regulation #355 – Performance Management by
November 2010 and work in conjunction with executive leadership to ensure that all
employees who are required to receive a performance review receive a review in a timely
fashion.
Implement a plan for reviewing compensation policies every two years, unless there is a
significant change in between that time.
Obtain the decision of the team reviewing the administrative regulation process as to the
practicality of reviewing administrative regulations on an annual or bi-annual basis.
RESPONSIBLE PARTY: Human Resources, Finance and Accounting
COMPLETED BY: MARCH 31, 2011
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