Present:

4.

State of Michigan
CIVIL SERVICE COMMISSION
Public Meeting
February 9, 2011

Thomas M. Wardrop, Chair

Andrew P. Abood, Commissioner

Charles Blockett, Jr., Commissioner

Robert W. Swanson, Commissioner

Jeremy S. Stephens, State Personnel Director

CALL TO ORDER

The meeting of the Civil Service Commission was opened by Chair Thomas Wardrop at
10:15 in Conference Room A, Lower Level, Capitol Commons Center, 400 S. Pine Street,
Lansing, Michigan.

a. Approval of Minutes
Chair Wardrop requested a motion to approve the minutes of the
January 26, 2011 meeting. On motion duly made and supported, the Commission
approved the minutes of the January 26, 2011, meeting.

AMENDMENTS TO AGENDA

There were no amendments to the agenda.

INFORMATIONAL REPORTS

a. Director's Report: The Commission received the following report from State

Personnel Director Jeremy S. Stephens:
Unclassified Position Report

Civil Service Commission Rules require the State Personnel Director to report on the
establishment or abolishment of positions in the state unclassified service. Since the
last report, the following approval was processed:

Department of Natural Resources & Environment

The Department of Natural Resources & Environment submitted a request dated
February 3, 2011, to serve as the Communications Director. Concurrently, the position
of Press Secretary was abolished. The request was approved effective February 3,
2011.

UNFINISHED BUSINESS

There was no unfinished business.



5.  NEW BUSINESS
a. Coordinated Compensation Panel Recommendations — FY 2011/2012.

Jay Wortley from the Michigan Department of Treasury and Colleen Gossman from
the State Budget Office gave an overview of the U.S. and Michigan economy and
revenue status. Both Mr. Wortley and Ms. Gossman indicated that while the economy
and revenues have improved, much improvement is still needed to get out of the
economic decline that Michigan fell into during the recession. Some examples given
regarding events that will have a serious negative impact on the future of the state’s
budget include the following:

e A decrease in the State income tax beginning October 2011.
The General Fund revenue will be 25% lower than in FY 2000.

e Battery credits, which are part of the Michigan Business Tax, have been awarded
and payments will commence in 2013.

e There is a significant increase in services for government assistance programs,
including Medicaid, food assistance, and unemployment.

e Federal funding is no longer available to supplement the general fund.

The Commission was informed that a major concern for Michigan’s economy is that
the solutions used to balance the state’s budget in the past would no longer be
available and that any increase in wages to employees would further exacerbate the
problem.

Matt Fedorchuk, Director, Office of Classification, Selection, and Compensation,
indicated that this year's Coordinated Compensation Plan (CCP) process was held
under unique circumstances for two reasons:

1. The outgoing administration’s desire to let the incoming administration establish
the OSE’s position going forward.

2. The new administration’s accelerated schedule for presenting the governor's
budget message.

Mr. Fedorchuk further indicated that as authorized in CSC Rule 1-15.4(c), the
Employment Relations Board (ERB) designated three staff members (Amy Cahoon,
John Gnodtke, and him), to serve as this year’'s panel. On a compressed schedule,
the panel accepted requests to participate from employees, accepted position
statements and exhibits from all interested parties, and conducted the annual CCP
hearing on February 3, 2011.

Mr. Fedorchuk stated that unlike previous years, where the ERB members made
specific recommendations on each issue presented, this year's panel summarized the
six issues raised and simply recommended that the Commission take appropriate
action, consistent with the standards normally used in making CCP determinations.
The criteria, which are listed in Regulation 6.06 include:

e The public interest and welfare.
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e The current and forecasted financial condition of the state.
Comparison of overall compensation of NEREs with represented state
employees and other public and private employees performing similar services.

e Other appropriate considerations.

Mr. Fedorchuk informed the Commission that several participants in the CCP hearing
were at the Commission meeting and had requested to speak directly to the
Commission. Mr. Fedorchuk stated that after public comments, the Commission
would need to make motions addressing the six issues identified in the CCP
recommendation. The six issues were as follows:

1. General Wage Adjustment.

2. Special Wage Increase for Michigan State Police Command Officers.
3. Performance Pay System Reform.

4. Healthcare Trust Contribution Relief.

5. Annual and Sick Leave Program Adjustments.

6. Shift Preference.

Jan Winters, Director, Office of the State Employer (OSE) stated the OSE had an
opportunity this year to work with the Limited Recognition Organizations (LROSs).
Director Winters indicated that it is with a great deal of thought and consideration
regarding the budgetary issues that OSE presented this year's Position Statement
and proposals. Last year the OSE did not support the 3% increase for NEREs due to
a projected cost of $43.5 million and ultimately, the Commission did not approve the
CCP Panel's recommendation, resulting in no general increase for NEREs in FY
2010/11. Director Winters stated that in keeping with the public interest and welfare,
including the current and forecasted financial condition of the state, OSE again
recommends that the CSC take no action on pay or benefits at this time for NEREs.

Director Winters stated the OSE recognizes that the 3% wage increase affecting only
exclusively represented employees has impacted long-standing pay relationships
among classes, many of which were established to recognize differences in
responsibility between the classes. However, Director Winters stated that with the
seriousness of the State’s fiscal situation, OSE’s position dictates that no increase
can be responsibly recommended because any increase in compensation for state
employees would only increase the seriousness of this situation.

In addition, Director Winters indicated that it is expected there will be a call for
concessions when the Governor's message is released on February 17, 2011.
Director Winters informed the Commission that OSE cannot recommend an increase
that the state cannot afford and that will have a direct negative impact on state
employees and their families. Director Winters stated that the Administration is aware
that represented employees received a 3% general increase in pay and NEREs did
not, and assured the Commission that as discussions move forward about potential
state employee compensation adjustments, options will be considered to mitigate the
situation between union employees and NERESs.

Commissioner Abood asked what a 3% increase for NEREs would cost. Director
Winters stated that Ms. Gossman’s earlier testimony projected $50 million, but
Director Winters estimated the cost to be closer to $40 million with rollups.
Commissioner Abood then asked if the cost was actually $38 million as stated in the
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OSE’s position statement. Director Winters said that $38 million was the cost
provided, but cost differences can be attributed to payroll changes, number of
employees, and other factors. The $43.5 million cost projected last year was made
based on the number of employees working prior to the early retirements.
Commissioner Abood then asked how many employees could be laid off if the
Commission approved the 3% increase. Director Winters indicated that no
projections had been made. Commissioner Abood then asked what percentage of
funds used to pay for the 3% increase would be general funds. Director Winters
stated that at least 50% would be general funds.

Commissioner Blockett asked if there has ever been a time in her career when
represented and non-represented employees were treated differently. Director
Winters stated that she could not recall, but there may have been a lag once.
Commissioner Blockett noted that at the end of last year, after the Commission voted
down the 3% increase for NEREs, $100 million was found in the budget. Director
Winters stated she did not know where the $100 million came from, but she does
know that the state is in severe financial trouble.

Director Winters mentioned that during a break at the CCP hearing, an opportunity
occurred to talk with the LROs and the State Personnel Director about pay for
performance. Director Winters indicated that through that discussion, she believed
that all parties are “on the same page” and that all agree for the need to look at this
issue and look at it in an expeditious manner.

Commissioner Abood inquired as to how long it would take to bring resolution to the
pay for performance information would be presented to the Commission. Director
Winters deferred the question to State Personnel Director Stephens. Director
Stephens indicated that the ability to sit down with OSE and the LROs is the key to
addressing the issue. Now that there is willingness from all parties to meet, things
could move forward with targeted completion within a few months.

Allen Williams, from the Department of Energy, Labor, and Economic Growth
addressed the Commission indicating that this is the second time he has patrticipated
in the CCP stating concerns regarding the freeze on pay for performance. Mr.
Williams believes that this situation has resulted in numerous pay inequities, such as
administrators and managers being paid less than their subordinates, employees in
lower level Group 3 positions being paid more than Group 4 employees, and newly
hired Group 4 employees earning more than long-term employees, resulting in
possible age and partisan discrimination. He stated that the Commission instructed
the State Personnel Director to look into this matter a year ago, but that to his
knowledge no action has been taken.

Mr. Williams asked the Commission to officially recognize the forfeited pay for
performance awards as pay concessions, and to ensure that base compensation is
based only on merit, fithess and efficiency.

Ron Marabate, President, Association of State Employees in Management (ASEM)
and ASEM Board Member Melvin Farmer addressed the Commission. President
Marabate indicated that if the State Personnel Director and OSE are willing to discuss
the pay for performance issue and will work expeditiously to resolve it, ASEM is
pleased to take part in that discussion.
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Mr. Marabate stated that in 2007, ASEM signed an agreement with other LROs and
the OSE to receive a 3% wage increase for FY 2011, and that part of the agreement
to receive the 3% was that employees would receive a 0% wage increase in 2009 and
a 1% increase in 2010. Mr. Marabate expressed to the Commission concern that
even though OSE followed the agreement for 2009 and 2010, OSE did not follow
through in 2011, which has created inequitable treatment of NEREs. A 3% wage
increase was negotiated with OSE in good faith and voted down by the Commission.
ASEM believes that the Commission’s decision was unfair and strongly recommends
that they now approve the 3% pay increase for NEREs. Mr. Marabate also
mentioned his concern regarding the compression between supervisors and their
subordinates since pay for performance was stopped.

Mr. Farmer supported Mr. Marbate’s comments and added that in the past, ASEM
always asked for equitable treatment and that is what ASEM is now asking for. Mr.
Farmer indicated that NEREs have received the same concessions as union
employees and asked that NEREs receive the same treatment when it comes to
wage increases.

In response to questions from Chair Wardrop, Mr. Farmer indicated he believed that
the state will be asking for cuts in wages or health care benefits since the Lt.
Governor said that the proposed budget that will be presented February 17 contains
all cuts. In addition, Mr. Farmer stated that he believes the administration doesn’t ask
NEREs, but tells NEREs what will happen to them.

Al Quattrin, Deputy Director of the Michigan Association of Governmental Employees
(MAGE) and Compensation Committee Chair expressed his frustration that MAGE
voluntarily entered into an agreement with OSE agreeing to 0%, 1% and 3%
increases for 2009, 2010 and 2011, respectively. Mr. Quattrin indicated that the
parties abided by the agreement for 2009 and 2010 but, unfortunately, OSE reneged
on the 3% for 2011. Mr. Quattrin warned the Commission that the morale problem
among NEREs, which already existed, has been exacerbated by this unequal
treatment of not receiving the 3% increase and pay for performance. Mr. Quattrin
stated that he believed the situation is not a “pay compression” problem, but a “pay
collapse” problem. Mr. Quattrin encouraged the Commission to grant the 3% to
NEREs.

John DeTizio, Director of Labor Relations for MAGE, addressed the Commission,
stating that he believes the demands on state employees have not decreased but, in
fact, have increased due to the economic turmoil of the State and the substantial
decrease in the number of state employees. Mr. DeTizio stated that due to the
compression of wages between supervisors and their subordinates, many employees
no longer want to be promoted. Mr. DeTizio gave a number of examples of positions
where an individual in a higher classification makes less than individuals in lower
classification levels. Mr. DeTizio explained that employees in all departments are
experiencing this inequity. He concluded by stating that this situation is not simply an
equality problem, it is a management problem, a mistake made by the Granholm
administration which created a serious morale problem, and the only way to fix the
problem is to mandate at least a 3% wage increase.
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With no further discussion, Chair Wardrop asked for a motion regarding General
Wage Adjustment.

Commissioner Blockett made a motion to grant a 3% wage increase to NEREs
effective October 1, 2011. Motion failed for lack of support.

Commissioner Swanson made a motion to grant a 1.5% pay increase to NEREs for
FY 2012. Motion failed for lack of support.

Commissioner Blockett again made a motion to grant the 3% increase to NEREs
effective October 1, 2011. Commissioner Abood seconded the motion for
discussion.

Chair Wardrop asked if there was any discussion regarding the motion.

Commissioner Blockett gave the following six reasons for supporting the 3% raise:

1. For decades, the CSC has maintained the practice of pay equity between union
employees and NERESs and it was wrong not to give them the 3% increase.

2. Wage compression has been created causing seasoned state employees to not
want to seek promotions because many managers and supervisors are earning less
than their subordinates.

3. Companies such as Ford, IBM, or Jackson National would not give a raise to their
workers without giving a raise to their managers or supervisors.

4. Supervisors, managers, administrators, and executives are not allowed to bargain.
These employees rely on the Commission.

5. By not giving NERESs the 3%, the Commission is unfairly penalizing them.
6. Giving NEREs the 3% is the right, fair, and just thing to do.

Commissioner Blockett also stated that over the past 8 to 10 years, state employees
have given back through concessions over $3.8 billion.

Commissioner Swanson said that although he agrees with Commissioner Blockett's
comments and is concerned about pay compression and morale issues, he believes
that the Commission has a responsibility to look at the fiscal situation of the state.

Commissioner Abood stated he agrees with Commissioners Swanson and Blockett,
but is not ready to vote for a 3% increase that may be taken away next week and that
he trusts Director Winters's statement that cuts are forthcoming given the budget
situation.

Chair Wardrop called for a vote regarding the General Wage Adjustment. Motion
failed with a 3 to 1 vote, with Commissioner Blockett supporting the motion.

Commissioner Swanson again made a motion to grant a 1.5% general increase to
NEREs. Motion failed for lack of support.
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Chair Wardrop called for a motion regarding a special increase for Michigan State
Police Command Officers for FY 2011/2012.

Commissioner Swanson made a motion that no action be taken. Commissioner
Blockett seconded the motion. Motion approved with a 3 to 1 vote, with Commissioner
Abood voting “nay.”

Chair Wardrop called for a motion regarding Performance Pay System Reform.

Commissioner Swanson made a motion that the Commission direct the State
Personnel Director to undertake an expeditious review of the pay for performance
system with the OSE and the LROs, and to propose reforms and/or improvements to
the current system. Motion seconded by Commissioner Abood.

Chair Wardrop commented that a time frame will be set as to when the Commission
will receive a pay for performance recommendation, but a discussion needs to take
place with the parties to agree on a fair timeframe for completion. Chair Wardrop
stated that a recommendation should be made to the Commission regarding pay for
performance sooner rather than later.

Motion carried with a unanimous vote.
Chair Wardrop called for a motion regarding the Health Care Trust Contribution Relief.

Commissioner Swanson made a motion to take no action. The motion was seconded
by Commissioner Blockett.

Commissioner Abood stated that the issue is compensation, which is within the
plenary authority of the Commission.

Chair Wardrop stated that the Commission must protect its constitutional authority.

Chair Wardrop called for a vote on the motion to table the action. Motion failed with a
3 to 1 vote, with Commissioner Swanson voting “yes.”

Chair Wardrop called for a motion regarding the Healthcare Trust Contribution Relief.
Discussion took place regarding the wording of the motion at which point Chair
Wardrop suggested proceeding with the agenda while a motion could be drafted.

Chair Wardrop then called for a motion regarding Annual and Sick Leave Program
Adjustments.

A motion duly made and supported to take no action relating to Annual and Sick Leave
Program Adjustments was approved.

Chair Wardrop called for a motion on the Seniority Based Shift Preference.

Commissioner Swanson stated that he did not believe that it was a compensation
issue properly before the commission in the CCP process.
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A motion duly made and supported to take no action relating to the Seniority Based
Shift Preference was approved.

Chair Wardrop indicated that 5b would be discussed before returning to the issue of
Healthcare Trust Contribution Relief.

b. Unclassified Pay Recommendations — FY 2011/2012.

General Counsel Gnodtke addressed the Commission stating that under Article 11, §
5 of the Michigan Constitution, the Commission is required to recommend to the
governor and legislature, rates of compensation for unclassified executive-branch
appointees. General Counsel Gnodtke stated that the Commission traditionally took
this action concurrently with its determinations regarding classified pay levels and for
many years, recommendations for unclassified positions have tracked those increases
awarded to NEREs. General Counsel Gnodtke stated that the administration has
indicated its belief that no increase is required for FY 2012.

Chair Wardrop called for a motion regarding Unclassified Pay Recommendations.

On motion duly made and supported, the motion to recommend no increase for
unclassified employees was unanimously approved.

a. Coordinated Compensation Panel Recommendations — FY 2011/2012.

The Commission then returned to the issue of Healthcare Trust Contribution Relief.
General Counsel Gnodtke read MCL 38.35, Subsection (1) regarding the state
employees’ 3% contribution to the funding account. Commissioner Abood moved that
“MCL 38.35 is an improper law in regards to taking employee compensation that is
within the jurisdiction of the Civil Service Commission and that immediately the
deduction shall cease in relation to NEREs.” Commissioner Blockett seconded. The
motion carried unanimously.

6. PUBLIC COMMENT
Chair Wardrop indicated that all public comments had been addressed.

7. COMMISSION APPEALS

ADJOURNMENT

There being no further items for Commission approval or public comments to be heard,
Chair Wardrop adjourned the meeting at 12:35 p.m.

NOTE
Copies of any written statements, reports, or staff proposals which were presented to the
Commission may be obtained by contacting the Civil Service Commission, Executive Office,

Capitol Commons Center, 400 S. Pine Street, P.O. Box 30002, Lansing, Michigan, 48909, or by
telephone at 517-373-3020.
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I, Jeremy Stephens, State Personnel Director, hereby certify that the foregoing are the Minutes
of the Civil Service Commission meeting of January 26, 2011.

Spary Moghone_

State Personnel Director
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