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Please state your name and business address for the record.
Jill E. Carter. My business address is P.O. Box 58222 Salt Lake City, Utah
84158.
For which party will you be offering testimony in this case?
I will be offering testimony on behalf of the Utah Division of Public Utilities
(“Division”).
Please describe your position and duties with Carter Consulting, LLC?
I am a Human Resource Consultant and | am the Principal Consultant for Carter
Consulting, LLC. Among other Human Resource matters, | serve as a consultant
on issues concerning compensation, market-driven pay systems, motivation,
incentive and variable pay models and plans. I survey the market to find
competitive rates of pay for jobs in organizations, analyze the market data, and
draw comparisons between the market data and the organizations for which |
consult and recommend rates of pay and pay structures based upon my research. |
examine existing pay rates and structures and make recommendations for change
in order to align organizations more closely with their competitors.
Education and Experience
My educational and professional experience is as follows: | received a Bachelor’s
of Arts Degree in Political Science in May of 1980 from the University of Utah. |
received a Masters in Public Administration with an emphasis in Human

Resource Management from the University of Utah in May of 1982. | have been

the Principal Consultant for Carter Consulting, LLC for the past 24 years. Prior to
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that, | worked for the University of Utah from February 1987 to December 1987
in the capacity of an HR System Advisor consulting with local governments in
building human resource systems including salary structures. Prior to that, |
worked as the Supervisor of Compensation for Questar Corporation from
December 1984 to February 1987. | worked for National Semiconductor from
July 1983 to December 1984 as the Supervisor of Compensation and Benefits.
Prior to that, I worked for the State of Utah as a Personnel Analyst from March
1980 to July 1983. I have been an Assistant Adjunct Professor at the University of
Utah for the past twenty years and teach one semester out of the year in an upper
division class. Over the past three years, | have taught Public Human Resource
Management to University of Utah students working towards their Master’s and
PhD degrees.
Have you testified before the Commission on prior occasions?
I have not.
Please describe your participation in the Division’s review of Manti
Telephone Company (MTC).
I was asked to conduct a study to determine what salary rates may be considered
competitive with relationship to similar positions found in MTC on behalf of the
Division.
What is the purpose of your testimony in these proceedings?

My testimony addresses several specific issues and conditions pertaining to the
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compensation practices and the salary and wage request of MTC in the 2012 2"
Amended filing. There will be five primary areas | will address: First, | will
describe the market compensation study | performed for the Division of Public
Utilities to determine the average actual median base salaries in the market for
similar positions to those found in MTC. Second, I will address the salary
structure developed by MTC with the market medians that I initially proposed in
my market compensation study and | will discuss the issue of “seniority or
longevity” in determining an employee’s base salary. Third, | will address a pay
discrepancy found between two groups in the organization with relationship to the
market median and Fourth, | will address the MTC requested ] across the board
salary increase for all MTC employees with relationship to that of other
companies in a similar location as MTC and within the Telecommunications
industry. Last, I will recommend salary and wage levels and cost of living
increases the Commission should adopt in this proceeding.
Describe your methodology and findings in the compensation study you
completed for the Division of Public Utilities with respect to MTC per DPU
Exhibit 6.1 Manti Telephone Company (MTC) Compensation Analysis and
Recommendations, November 2011.
Study Outcome/Objective

The outcome of the survey was to identify the market means and medians of the

average actual base salary for positions at MTC. The DPU requested this survey
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to determine what base salaries are reasonable to include in MTC’s expenses
related to this docket.
Employee Interviews
In order to understand the content of each of the MTC jobs, I and one of my
associates interviewed as many MTC incumbents as we were permitted. The
MTC Attorney was present in the room with each of the interviews we completed.
We had scheduled two days to complete all the interviews but were limited by the
MTC CEO to 1 full day and half of the next day for interviewing. We asked
questions regarding the specific duties and responsibilities of the incumbents we
interviewed. In addition we asked the MTC incumbent(s) to describe the
following for his/her job: basic responsibilities, primary duties and the percentage
of time spent on each duty, routine duties and difficult duties. We also asked the
MTC incumbents to describe the job with respect to the following compensable
factors: knowledge and complexity, innovation and planning, leadership and
financial impact, contacts, working conditions, independence of action and other
factors (including amount of overtime worked, changes to the job over the past
two years, pay differentials received, position status (exempt or nonexempt) and
salaried vs. hourly. We wanted to determine the exact makeup of the duties and
responsibilities of each job. A summary of our notes resulting from the interviews
by position is found in DPU Exhibit 6.1 Appendix, Manti Telephone Company

(MTC) Compensation Analysis and Recommendations November 2011.

Market Survey Sources Identified
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Next, we identified market survey sources for data and the resulting benchmark
descriptions in the survey matching the incumbent’s duties and responsibilities
most closely. Three third party compensation surveys were identified as
appropriate sources from which to obtain market salary data: First, the 2010
National Telecommunication Cooperative Association (NTCA); second, the 2011
Organization for the Promotion and Advancement of Small Telecommunication
Companies (OPASTCO); and third, the Utah Economic Data Viewer. The Utah
Economic Data Viewer was utilized because the 2011 OPASTCO survey offered
only two Utah company responses and the 2010 NTCA survey offered only four
Utah company responses. | believed the MTC pay comparisons should include
Utah data. Each survey was weighted equally so as not to give preference of one
survey over another survey.
Cuts? of Data Determined, Weighting and Aging the Data
Once the third party surveys were identified, it was important to determine which
cuts of data to use within each of the surveys. The following cuts of data (if
available) were pulled from the three sources of survey information: Access Lines
B survey Region (West Region) and Revenue |Gz
I These cuts reflect the status of MTC regarding access lines, location
and revenue. Because each survey was weighted at 100%, the cuts had to be

weighted to total 100%. The data cuts were weighted as follows: Access Lines =

20%, Survey Region = 60% and Revenue = 20%. If only two cuts of data were

The compensation term “Cuts” is defined as a portion of a database or a selection of the most comparable
companies’ data such as geographic location, revenue size, access lines, and industry type.
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available the data was weighted at 60%/40%; if only one cut of data was
available, it was weighted at 100%. Data obtained from each of the three survey
sources were used as long as five or more companies responded to the survey
benchmark. In order to have all of the data cuts the same age, each cut of data was
aged to January 1, 2012 according to the effective date of data found in each of
the third party surveys. For 2010 data, the data were aged 2.3% based on
WorldatWork? Utah total salary budget increases. WorldatWork is a credible
compensation/consulting organization located in Scottsdale Arizona used by
many compensation consultants (throughout the nation) in trending salary growth.
For 2011 data, were aged 2.7% based on WorldatWork? Utah actual total salary
budget increases.
Market Medians and Averages Calculated
Once all the weights and aging factors were determined, we calculated the
weighted and aged medians and means of the data. Any MTC base salary data
that was +10% or -10% from the market median base salary was considered to be
within an acceptable market range. If the results of the MTC ratio to market were
greater than +10% or below a -10%, there was cause for concern in MTC’s base
salaries with relationship to the market. Market median base salary data was

calculated both with the Utah Economic Data Viewer data and without the Utah

Economic Data Viewer data.

2 38M Annual 2010 2011 WorldatWork Salary Budget Survey, WorldatWork, 2011.
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An addendum was later added to the study on the Construction/Utility Worker
MTC job. The addendum was per MTC’s request. Initially MTC suggested we not
interview the Construction/Utility Worker as they were very new to the job. We
valued this job at an entry level because the existing MTC employees were so
new to the Company. During the initial presentation of the data to MTC, the CEO
of MTC requested we value this job at the working or experienced level and
submit data on the Construction/Utility Worker position. This addendum, valuing
the Construction/Utility Worker job at a working or experienced level, was
forwarded to the Division of Public Utilities in December of 2011 (approximately
one month after the initial presentation of the data to MTC and its Attorney) and
in accordance with the request of the MTC CEO.
Will you provide an opinion of MTC’s Schedule 1A, pages 2 and 3, proposed
MTC Salary Structure Developed by MTC and provide any resulting
recommendations?
With respect to the proposed salary structure developed and proposed by MTC
(page 3 of MTC Schedule 1A), it is unique in its design and does not follow
generally accepted compensation standards given today’s economy. First, the
midpoint of the range was developed from the “mean” data provided by me (the
consultant). While the “mean” of the market was provided, | stated the “median”
of the data was a better statistic in utilizing small samples during my presentation

to MTC. It is recommended the “median of the market” data be utilized as the

proposed MTC pay structure midpoint. In compensation theory, the market rate of
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pay should be the “midpoint” of the salary range. The “midpoint” of the MTC
proposed pay structure is not the exact middle of the pay range. There are more
dollars allocated to the pay plan beyond the midpoint in the latter half of the
salary structure than in the first half of the salary structure. A midpoint should be
located in the exact middle (give or take a dollar rounding) so there is the same
number of dollars on the front end of the pay structure as are on the latter end of
the pay structure. The MTC midpoint in the proposed pay structure is not
consistent with this thinking. It is recommended the MTC midpoint be a true
market median (50%) of the pay structure.
What are your thoughts about the length of the salary ranges in the proposed
MTC Schedule 1A, page 2, salary schedule?
The salary range length is too long given today’s economy. The length of the
salary ranges are from ||| ltc Ilfrom minimum to maximum. Even in a
healthy and growing economy a [JJl|] pay range length is very long. This assumes
the organization (if they hire at the minimum of the range) will hire
approximately [JJij below the market median and pay up to [} above the
market median (above market competitive rates). Although some pay plans offer
the same pay range length for their exempt (salaried) and nonexempt (hourly)
employees, many pay plans have shorter pay ranges for the nonexempt (hourly)
employees and longer ranges for their exempt (salaried) employees. This is

because it is assumed it takes an exempt employee a longer period of time to learn

the job. It makes the assumption the nonexempt employee will learn the job and
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be promoted formally in the organization. Therefore, the salary range should not
be as long as that for exempt employees. In either the exempt or nonexempt case,
a | range spread is too long given today’s economy.
What is your opinion on the steps in the salary ranges of the MTC Schedule
1A, page 3, proposed pay structure?

In addition, there are eight steps (2 through 9) identified on MTC Schedule 1A.
Between steps 2 and 3 there is a [JJij step increase. In other words, there is a
I increase in salary to move from a step 2 to a step 3 under the 2011 MTC
Salary and Wage Schedule. From step 3 to step 4, there is an [JJij increase.
From step 4 to step 5 (midpoint), there is an [JJij increase in salary. These
salary increases continue until the end of the salary range where there is a || i}
increase from Step 8 to Step 9. The theory behind this type of cascading increase
between steps from minimum to maximum makes the assumption employees on
the front end of the salary range have a steeper learning curve and should be paid
larger increases for that learning curve. So, steps 2 through 5 should have greater
percentage increases between them than steps 5 through 9. When an employee
reaches the midpoint of the salary range, compensation theory suggests the
employee’s learning curve slows and as a result, the salary increases should slow
as well. MTC has implemented this theory in its proposed pay structure and it is
considered usual and customary in many companies.

Does the percentage increase between steps follow compensation standard

practice?
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No. The salary increases from i to i} are not usual and customary given
today’s economy. At best, most companies utilize a 2% or 3% increase between
steps. One may potentially assume when an employee goes from step 2 to step 3
on the proposed MTC pay plan, the employee will receive a [JJij pay increase.
Those types of pay increases whether they be merit increases or promotional
increases (highly unlikely for a promotion to occur in the same salary range), are
not readily found in today’s economy and market.
Does pay for years with the company/seniority follow compensation standard
practice?
No. Page 2 of MTC Schedule 1A illustrates the annual current salary of the MTC
employees (column 5). Page 3 of MTC Schedule 1A provides the “Proposed
Annual Salary” of each incumbent based upon years with the company. This
makes the assumption “years with the company” means “in the same job.” So,
while an Account Manager/Bookkeeper shows 6 years with the company and a
proposed annual salary of ||l it assumes the Account
Manager/Bookkeeper has been in the same job for 6 years and received a step
increase in that position each year. In many cases, employees start at lower
positions in the company and work their way up the career ladder. To base an
individual’s salary upon “years of experience with the company” ignores any
other positions an employee may have had at a lower or higher level of

complexity (and resulting differentiation in the market) and has no consideration

of “merit” or performance of the employee. This practice is unusual and is not

10
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founded in what is considered reasonable and customary for compensation
practice. Most companies in the market provide increases to base salaries as a
result of performance or value added to the organization. A seniority-based pay
plan may be found in a manufacturing plant on a manufacturing line and is often
used with nonexempt or hourly employees where the organization wants to
reward frequently for retention where turnover has been high. The MTC proposed
salary schedule is not in line with compensation standard practice given today’s
economy.
Finally, it’s important to note here that, while MTC requests expense accounts to
include the proposed salary schedule, it is not reflected in the current actual
payment of MTC’s employees. If MTC were to pay employees based on the
proposed salary schedule, it would likely result in unreasonably high wages
beyond the market median base salary.
What is your second DPU exhibit as set forth in DPU Exhibit 6.2 Pay
Discrepancy and any resulting recommendations?
I will address the pay discrepancy found between two groups with relationship to
the market median. Most all of the higher level positions are paid beyond the
median of the market while the lower level positions are paid below the median of
the market. This is unusual and suggests that positions at the top of the
organization have been more favored in terms of pay than those found lower in

the organization. This is not in accordance with usual and customary standards of

compensation. While the market competitive salaries on the lower end of the pay

11
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structure are not high salaries in general, MTC’s salaries in the lower end of the
pay structure are significantly below the market median. Yet MTC’s salaries on
the positions at the management and more professional levels are high with
relationship to the market medians.
Will you explain your fourth DPU exhibit as set forth in DPU Exhibit 6.3
WorldatWork 2012 Total Salary Budget Increases and any resulting

recommendations?

. Three Percent ] Total Salary Budget Increase is an appropriate increase for

MTC. Manti Telephone Company requested a [JJJj across the board salary
increase for 2012. This appears to be a unique request especially since there are
positions paid beyond the median base salary of the market as noted in MTC
Schedule 1A. Even so, the ] across the board salary increase request for 2012
appears to be out of line with market data and pay increase practices for 2012.

According to the 39" Annual 2012 2013 WorldatWork Salary Budget Survey,*

this request is too high with relationship to MTC’s local and industrial
competitors. Table 1 — Total Salary Budget Increases by Region and Employee
Category suggests regionally for 2012 a [ mean overall salary budget increase
and a median of [ total salary budget increase. This is significantly less than
the MTC requested [JJj Table 2 — Total Salary Budget Increases, by State for
2012 suggests locally for Utah a mean [ total salary budget increase and a

median [ total salary budget increase. This is significantly less than the MTC

4 39™ Annual 2012 2013 WorldatWork Salary Budget Survey, WorldatWork, Scottsdale, AZ. 2012,

12
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requested ] Table 3 — Total Salary Budget Increases by Major Industry
Grouping suggests a 2012 mean industry total salary budget increase of [Jjj and
a median total salary budget increase of ] Again, this is significantly less than
the MTC requested [JJj 1t is difficult to validate a [Jfj across the board total salary
increase when the experts suggest a [JJJjj to ]l increase in total salary budget
for 2012 from a national, local and industry perspective.
Please summarize your adjustments as shown in DPU Exhibit 6.4 Summary
of Adjustments.
In conclusion, in determining the amount of DPU funding for wages and salaries
for 2012, the Commission should base its salary increase on bringing all salaries
to the market median base salary for each job title (see DPU Exhibit 6.1).
Bringing each MTC employee’s base salary to the market median provides MTC
with adequate funds to staff each position with competent personnel. Since it will
require a greater salary budget increase to adjust all employees’ salaries to the
market median than the WorldatWork total salary increase budget of [JJjjij it
would not be appropriate to fund a COLA increase at this time. The market
medians for each MTC position can be found in DPU Exhibit 6.1.

Does this conclude your Testimony?

Yes.
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