Employment agreements:
A growing trend in municipal government?
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One of the most important and critical decisions in a person’s life is whether to resign their current job or position and
accept a new one. This decision making process can be very difficult if you are leaving a position in which you have a
good working relationship with your current boss for a new position with an organization that may experience a substan-
tial change in the leaders of the entity within two years or less. This dilemma is fairly common for people who work in city

government.

Some people who have chosen a career in city government as a city manager, city administrator, city clerk or department
head have been reluctant to accept a new position unless they have negotiated an employment agreement with their next
employer or city. In fact, there are some observers of municipal government who think that there may be a growing trend

for the use of employment agreements.
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Employment Agreement in Other Sectors

The use of employment agreements is a faitly recent practice for
many cities in Iowa. However, employment agreements in the pri-
vate sector has been common for many years, especially for manag-
ers and chief executive officers of major corporations. While these
employment agreements are confidential documents and rarely
made available to the public, the use of contracts will occasionally
make headlines in newspapers when the two parties take legal action
to settle a dispute.

School districts in Iowa have numerous employment agreements,
and those between a school district and a school superintendent will
typically generate the most coverage in the local news media. How-
ever, most school districts have written agreements or contracts
with all of the administrative staff members and teachers, Most
teacher contracts are for one year duration and can only be changed

or modified during the school year with the approval of the school
board.
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The Employee’s Perspective

The reasons why a prospective or current city employee may re-
quest consideration of an employment agreement will vary. Some
of the most common reasons include the following:

1. There may be a need to clearly define the terms and condi-
tions of employment in a written contract that is binding
upon both the city and the employee, rather than in a verbal
offer of employment as oral agreements ordinarily are not
binding,

2. An employment agreement will stipulate the terms of
employment, such as vacation time, health insurance, auto al-
lowance, paid leave and holidays, and any variations from the
city’s standard policies or plans.

3. The most common reason that an employcee may request an
employment agreement may be the desire for a severance
clause or termination provision to define what happens when
the employee is fired for something less than “just cause.”



FUY LITY 'S Ferspective

While an employment agreement may initially appear to he
something that would only be advantageous for the employee,
there may be teasons why they are also beneficia] for the city. The
benefits to the city could include the following;

L. The city’s willingness to consider an employment agreement
will most likely expand the numbet and level of experience
of potential candidates for the city’s open position.

2. The agreement may specify that the employee will be ge-
quited to adhere to a specified code of ethics, such as the
International City Management Association (ICMA) Code of
Ethics,

3. Itis very common for employment agteements to contain a
clause requiring the employee to provide a reasonable notice,
such as 30 to 60 days, ptior to voluntatily resigning from
employment.

4. Lastly, an employment agreement will also stipulate the
terms and conditions of employment for both the employee
and the city, which would teduce the possibility of misun-
derstandings or differences of opinion after the person has
accepted the city’s offer of employment.

Severance Packages

Prospective city employees may fequest an employment agree-
ment that includes a provision that is often called a “severance
package” that would provide financial temuneration to the em-
ployee if they are terminated. These types of clauses usually seate
that the city will pay the individual an amount equal to “x” months
of salaty. Many such clauses state that the employee will be paid the
severance payment in one cash payment ot over a period of time.
The amount and method of payment can vary,

Most severance packages contain various stipulations ot exclu-
sions, For example, a severance package may not apply to an em-
ployee who has been terminated for “gross misconduct”, criminal
activity or violations of a code of ethics, The severance clause
would not apply to a situation wheteby the employee voluntatily
resigns without being pressured or asked to end employment with
the city,

Some severance packages include provisions for the city’s con-
tribution to the continuation of health insurance for a specified
period of time ot until the former employee qualifies for another
insutance program. Once again, the terms and conditions for the
extension of health insurance will vary. The city should consult
their insurance provider prior to including such a provision in the
employment agreement,

The inclusion of a severance package in an employment agree-
ment may be viewed as troublesome or unnecessary by some coun-
cil membets or citizens. However, many prospective employees may
seek some type of protection in the event that a future council may
want a “change in' leadership or administration” op possibly elimi-
nate their position. "This turn of events could be very problematic
if the employee previously held a secute position or had asked their
spouse to change jobs or move their family to a different commu-
nity and possibly a different state,

While a city certainly has a significant fnancial investment in hig-
ing 2 new employee, including training, moving expenses and hiring
costs, the prospective employee may also have made a significant

ment in this new partnership, it may be in the best interest of all
patties to at least consider the merits of an employmerit agreement

The Process of Preparing an Employment Agreement
The terms and conditions of an employment agreement can var

the next. It may be safe to say that no two employment agreements
are exactly the same, For example, some employment agreemenits
may be for only one year in duration, but othes agreements may be
open ended with automatic renewal clauses.

One of the advantages of writing legal documents for cities
is that virmally all documents created by other cities are Ppublic
records that can be obtained by anyone, Therefore, the first step
in the process may be to contact other cities and request a copy of
their employment agreement, The Iowa City Management Associa-
tion (TaCMA) has prepared a model employment agreement for city
managers and city administeators, City managers who ate memibers
of the JaCMA may be able to access this model agreement for
the city’s reference, It is important to note that the laCMA model
agreement contains numerous provisions that may not be needed
or desired by your city or perspective city manager or city adminis-
trator.

The second step would be to negotiate the general terms and
conditions with the prospective city employee. Once these various
terms and conditions have been agreed to in ptinciple, the overall
content of the agreement can be drafted for review by the city at-
torney. The draft can then be sent to the employee, mayor and city
council for final review,

Once all parties have reached agreement on the content, the
document is ready for city council approval, which can be ac-
complished by passage of a council resolution. The employment
agreement can then be signed by the city employee and the mayor
on behalf of the city. '

If your city has never used employment agreements, the initial
reaction to them may not be positive. Howevet, the advantages to
both the city and the Prospective employee may deserve a “second
look” or consideration of employment agreements. As the “baby
boomets” exit the city workforce some cities may experience dif-
ficulty in tecruiting and hiting qualified applicants for Ppositions,
such as city clerk, public wotks director and city administrator, The
city’s willingness to approve an employment agreement may help -
ease the fear of an employee that a future mayor or city council will
fire the city employee for political reasons or something less than a
“Just cause,”

Itis important to remember that an employment agreement is a
public document as soon as it has been deafted and made available
to the mayor and city council members, Lastly, it is strongly recom-
mended that the city refer the employment agreement to the city
attorney for review and recommendation,

Larvick Callaban served as a1ty administrator for three cities in T for a total
of 20 years and is now a #iniicipal consultant for Callahan Municipal Consut-
tants, ILC. He can be reached at (563) 599-3708 or callihan, ere@gmail.com.
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