Committee on Personnel and Tenure August, 2015

6. Fiscal Year 2015-16 Salary Ranges for Tier | and Il Senior Academic and Administrative
Officers (SAAOs) for the Constituent Institutions. .................Matthew S. Brody

Situation: The fiscal year 2015-16 salary ranges for Tier | and Tier Il SAAOs for the UNC System
Constituent Institutions have been prepared by the UNC General Administration
Division of Human Resources and approved by the President. These are reported to
the Board of Governors for informational purposes.

Background: University of North Carolina Policy 200.6 requires the President to prepare salary
ranges for all Senior and Academic and Administrative Officers (SAAOs) of The
University of North Carolina, and report this information to the Board of Governors
(BOG). These salary ranges are necessary to conduct UNC GA’s annual raise process
(ARP) for the covered individuals and to provide ongoing salary administration during
the fiscal year. The salary ranges for the President, the Chancellor, and the Tier |
SAAOs of the General Administration are separately prepared by the President for the
approval of the BOG.

Assessment: Longstanding policy requires the University to set SAAO salary ranges based on
applicable market data from peer institutions. National salary survey data is purchased
each year from the College and University Personnel Association (CUPA), and ranges
are set according to an established statistical methodology. UNC GA has revised this
methodology for this fiscal year to assure it meets current compensation best practices
and better positions the University to compete for talent, not just in higher education,
but also in the broader not-for-profit and private sectors, as necessary. In revising UNC
GA’s methodology, we sought to more closely align to the approach used by Buck
Consultants in preparing the recent executive compensation study, to assure that
lessons learned regarding market pay practices could be applied at all levels of
executive talent within the University. With increased attention to recruiting and
retaining the most talented senior executive leadership, it is important that our
compensation program is sufficiently flexible and market competitive. Previously, UNC
GA utilized only one prior year of salary market data to construct its salary ranges for
the new fiscal year, and the midpoint of the range was used as a salary target with a
range spread of a little over 50%. This approach caused our salary ranges to be unduly
impacted by the turnover of one or more highly compensated individuals in a single
year at peer institutions, which could significantly skew the market data. Also, the use
of the midpoint to set the target salary, as well as a relatively narrow range spread did
not assure our salary ranges were sufficiently competitive in the markets for which the
constituent institutions and UNC GA recruit for talent. UNC GA has now adopted a
methodology that draws on salary market data over the three previous years, in order
to limit the impact of single-year turnover at peer institutions. This revised approach
also utilizes the 75" percentile and a range spread not to exceed one-hundred-percent
(100%), based on the level of executive position. This revised methodology aligns well
with the recommendations of Buck Consultants during our recent executive
compensation initiative and also assures that salary ranges will be more competitive at

Paae 32/56



multiple levels of executive leadership. This will afford the President and the
Chancellors the necessary flexibility to attract and retain the most effective executive

talent possible.

The attached salary ranges have been approved by the President and will be

Action:
implemented for use by the Constituent Institutions in August 2015.

Paae 33/56



UNC General Administration ~ Division of Human Resources
Fiscal Year 2015 - 2016 Salary Ranges for UNC Constituent Institution
Tier I and II Senior Academic and Administrative Officer (SAAO) Job Titles

Overview and Purpose

The University’s salary ranges for Senior Academic and Administrative Officer (SAAO) positions Exempt
from the State Human Resources Act (EHRA) are market-based to support attraction and retention of
highly qualified executive talent at the constituent institutions. The established salary ranges are also
designed to inform sound and equitable salary setting decisions, which promotes good stewardship of
State and University budgetary resources.

Compensation Rates

For each unique senior officer job title and peer group, there are a series of compensation rates intended
to inform individual compensation decisions. These rates are as follows:

The "Minimum?” defines the start of the assigned salary range and the minimum compensation level
for a position. There may be situations where an individual is paid below this minimum, but that is
typically not the case absent extenuating circumstances. Individuals paid below the minimum may be
brought to the salary range minimum all at once or in an incremental manner, as deemed appropriate
and as resources permit.

The "50" Percentile” represents the salary amount at which 50% of the individuals in like positions
at surveyed peer institutions make equal to or less than this amount, and 50% make greater than this
amount. This is a representation of the *middle of the market” for compensation of the subject position.
The “75% percentile” represents the salary amount at which 75% of the individuals in like positions at
surveyed peer institutions make equal to or less than this amount, and 25% make greater than this
amount. This is a representation of the upper quartile of the market, which may be utilized to recognize
high performing, highly experienced, specialized, or hard to recruit or retain talent.

The "Maximum” defines the end of the assigned salary range and the maximum compensation level
suitable for a position. Exceeding this amount is generally not expected, and requires extenuating
circumstances, supporting market data, and approval from the President and/or the Board of
Governors, as applicable.

Methodology

The salary ranges are based on annual survey data from the College and University Personnel
Association (CUPA).

The University uses the prior three (3) years of CUPA survey data in developing its salary ranges and
“ages” this data to account for inflation of salaries over the multi-year period.

Whenever possible, individual position salary ranges are constructed directly from equivalent positions
identified in the CUPA salary survey. However, if a position does not have a precise equivalent and/or
lacks sufficient peer data in the CUPA survey, an “equity range” is assigned based on a benchmark
position that has similar attributes or a defined subordinate relationship. In this instance, the salary
range minimum, 50" and 75" percentile, and salary range maximum are derived and are a best faith
estimate of market utilizing available CUPA salary survey data.



The salary ranges are developed around the 75" percentile of the CUPA market data to assure that the
University has the ability to match and, when necessary, lead market in compensating hard to recruit
or retain executive talent.

The salary ranges are constructed using intentionally broad salary range spreads, so that salary range
minimums can accommodate less experienced, developmental talent and salary range maximums can
stretch to accommodate highly experienced, hard to recruit executive talent. The range spread
represents the percentage difference between the salary range minimum and maximum.

Tier I SAAO positions feature a salary range spread of 100%, with the next-level Tier II SAAO positions
featuring an 80% salary range spread. The President, the President’s direct reports, and the Chancellor
salary ranges feature 150% salary range spreads, as was recommended by the University’s external
compensation consultant (Buck).

Using Salary Ranges in Individual Salary Setting

A specific salary amount for any individual employee is based on a variety of factors, which must be
considered in totality by management. For illustrative purposes, these factors may include, but are not
limited to:

Available budgetary resources

Demonstrated employee knowledge, skills and experience

Employee performance and demonstrated accomplishments

Possession of an advanced degree or professional credentials that enhance the employee’s ability to
perform required or essential duties of the position

Scarcity and uniqueness of employee skills and abilities in the context of the relevant local, regional,
national, or international labor market(s)

Equity and salary relationships to substantially equivalent incumbents within the employee’s work unit,
School/Division, or the employing unit as a whole

The cost, impact, and/or time necessary of having to replace a key employee as opposed to retention

The employee’s current positioning with respect to the 50™ and/or 75" percentiles, given their skills,
abilities, knowledge, and performance

#H##

Revised as of 8/5/2015
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