Salary Increase Instructions

Cover Letter

TO:
Managers

FROM: 
Your Name

DATE: 

RE: 
Salary Review Instructions

Enclosed are instructions, input forms, and other material related to the Annual Salary Review. This packet is intended to assist you in determining salary increase recommendations for your employees.  Refer to the attached schedule.  Note especially that all salary increase recommendations are due to Human Resources by __________. Please pass the worksheets and instructions to subordinate managers as you deem appropriate. 

Feel free to contact Human Resources if you have any questions.

Your 20__ salary increase budget is: ____________

Note: In the following Salary Increase Instructions, salary increases are expressed as percentages. You may wish to substitute percentage increases with dollar amount increases. Some managers prefer to express salary increases as dollar amounts rather than percentages.

Salary Increase Instructions

Enclosed are the following materials related to the salary review process:


Merit Increase Guidelines


Merit Review Schedule


Salary Increase Worksheets 

Please distribute copies to your managers as appropriate. The Salary Worksheets contain information on employees related to skills, experience, education, and recent salary history to assist you in salary planning. The worksheets also serve as the salary input document, which you are to complete, sign,  and return to Human Resources by ____________.  

Determining the Merit Increase Amount

To determine the appropriate merit increase recommendation, refer to the evaluation of the employee's performance as documented in their recent Final Performance Management review. Select an appropriate merit increase amount as indicated in the Merit Increase Guidelines chart. You may wish to raise this recommended increase if the employee's salary is low in the range or decrease it if the employee's salary is high in the range. Employees at the top of the salary range are not eligible for a merit increase. If they are an outstanding performer, they may be eligible for a lump sum merit payment. Contact Human Resources for more information. You may also wish to change the merit increase recommendation based on the employee's salary relative to other employees in the group who perform a similar function.  

Complete the Salary Worksheets

Write the merit increase percentage recommendation under the column labeled "Annual %" for annualized increase. Note that your organization's merit budget provides for an average annualized merit increase of ____% (weighted by salary).  

Now calculate the simple (prorated) increase percentage. Since most employees received their last salary increase 12 months ago, the simple increase equals the annualized increase. If their last merit increase was not 12 months ago, then their merit increase will require prorating. For example, if their last merit review was in June of 201X, then their simple merit increase will be prorated as follows:


Number of months since the last merit review (10 months - i.e. June, 201X to April, 201X) 
divided by 12 months multiplied by the annualized merit increase.

Write the prorated increase percentage under the column labeled "Simple %.” Multiply the employee's current salary by the simple merit increase percentage. Write this new salary under the column labeled "NEW SALARY.” Ensure that the employee's new salary does not exceed the salary range maximum.   

Salary Adjustments and Promotions

Salary adjustments may be warranted in cases of significant pay inequity relative to peers.  Contact your Human Resources Representative to discuss the possibility of adjustments or promotions.  

Approvals

All salary increases must be approved by ________________.  

