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Todayôs Paychecks Reþect  
Increases for 2010!

Kirkhavenôs 5th þoor neighborhood moved 
their picnic inside to the gazebo area, staying 
nice and cool on this 90+ degree dog day 
of July. The scrumptious menu included 
hamburgers, hot dogs, baked beans, corn-
on-the-cob, macaroni salad, watermelon, 
lemonade, and cookies. A big shout out to 
Therapeutic Recreation and the 5th þoor staff 
for making the neighborhood picnic such a 
big success. Thank you for all your hard work 
and dedication. 

Keeping Our Cool  
on a HOT, HOT Day!

All staff are receiving a 2% increase to their pay rate in this paycheck 
(7/15/10).  The usual merit increase has been suspended in favor of an 
across- the-board increase; splitting up 2% into 3 performance levels would 
not provide a meaningful pay increase to staff.  This way, everyone receives 
the same compensation.  Although 2% is not a high number, if you take 
into account the overall state of our economy, our revenue streams and that 
others in our industry are giving about the same, 2% is very good—small, but 
good!  We fully expect to return to “regular” merit increases in 2011. 
	 After much discussion of the pros and cons, it has been decided that 
everyone this year will receive the 2% increase to their rate, even those “red 
circled” employees whose pay rate is at the max for their grade.  While the 
red circle practice is sound compensation policy, we decided to suspend it this 
year primarily to ensure higher employee satisfaction. We fully expect to go 
back to the red circle policy and lump sum merit increases in 2011.   
	  If you are not sure what red-circled rates are, read on. Generally, 
employees who are at the max of their salary grade are referred to as red-
circled.  The compensation concept here is that every position has a minimum 
and maximum “worth” as represented by the pay grade.  The max of the grade 
represents the most an organization should pay to anyone in that position.  For 
red-circled employees, it can be a bit demoralizing to receive no money at the 
time of their performance evaluation, so instead, they receive a lump sum.  It 
represents the same amount of money as if it had been added it to the rate, 
but all at one time, instead of over the coming year.  It is actually given in 
advance.  Please keep in mind that the max of the pay range can change from 
time-to-time, so employees may get a lump sum one year, and a regular merit 
increase another year.  They may not be stuck in “red circle land” forever—it 
depends on labor market conditions and our ability to pay.  
 	 The lump sum is calculated by multiplying the % increase earned by 
the current pay rate.  We then multiply that amount by the number of hours 
worked in a year, based on the current hours on record.  Here is a sample 
calculation for someone who earns $14/hour, whose pay grade max is $14, 
who works 80 hours a pay period (2080/year) and who earned a 2% merit 
increase: $14.00 X 2% = $.28 X 2080 = $582.40.  In this case, the employee’s 
rate would stay at $14 , but they would receive a $582.40 lump sum.  
 	 In the past year, the HR department has been doing a lot of work 
studying our pay grades, salary surveys and our methods of placing people 
in grades, so plan on hearing more education about compensation in the 
future.  We want to make sure we keep you in the loop!
	 As always if you have any questions, contact HR.

—Cass Tilliman
Director of Human Resources




