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IHTRODUCTION

This report contains the findings and analyses, and documents the
study methods employed, to produce recommended salary structures,
noncash adjustments, reclassifications, and concepts for organizing,
assigning accountability for, determining, and maintaining cash and
noncash compensation for State employees,

Specifically, this report will include procedures for maintaining classi-
fication and compensation systems, organization and accountability for
the compensation and classification system, ways of controlling the
award of merit increases, policy alternatives for dealing with exempt,
overtime and/or special conditions of work, criteria for establishing
unclassified positions, and the collapsing of gpecific classifications.

A later report will outline procedures for establishing required know-
ledge, ckill and ability, and desirable entrance requirements, and

any additional basis for collapsing and banding of specifications,

In August, 1975, the Commissioner of Finance and Administration
engaged Hay Associates to review and report on the classification and
compensation system for the employees of the State of Maine, This
study was prompted by concerns expressed by the Legislature, em-
ployees and employee representatives, key officials of the Executive
branch, and other interested bodies. History and the shadow of events
to come give substance to these concerns. The last reclassification
study that was implemented was dated March, 1951, The last reclassi-
fication study (not implemented) was reported in 1967, The current
pay grade structure was established in April, 1974, The 106th Leg-
~islature changed the budget preamble to gain control of an incr.easing
pressure for upwards reallocation of classes. 'Employ,ee labor or-
‘ganizations are currently seeking confirmed jurisdiction with expec-
tations for bargaining to begin within the next twelve months. The
traditional differences in status, security and pay between classified
and unclassified employees are being challenged and blurred. The
financial integrity of public institutions is bearing close scrutiny,

and taxpayers are asking more effectiveness on the part of these
institutions and their employees.

Thus, there is an apparent acceleration of events and pressures which
compel early consideration of the subjects dealt with in this report by
the State, and which compel the consultants to urge early decision on
and implementation of the recommendations contained in this report.

The Commissioner of Finance and Administration imparted a strong
sense of urgency at the beginning of the study which the consultants
attempted to carry forward in all phases of the project. The consul-
tants agreed, half way through the project schedule, to a requested



elevation in priority of the study of unclassified positions. Increased
utilization of computerized data analysis was undertaken, beyond that
originally projected, to improve the chances for completing the project
on schedule, Participating State of Maine employees faced unusual
demands for productivity and time commitment, Despite the pace of
the project, care was taken to assure that the opinion, ideas and under-
standing of knowledgeable individuals was evoked., Approximately
sixty individuals representing the Agencies, various Commissions,
Boards, and Employee Organizations attended an early briefing session
introducing the purposes, scope and priorities of the project, The
consultants received a high degree of cooperation and, with few excep-
tions, State employees delivered as promised.

Special recognition is due the Project Coordinator who efficiently or-
ganized and directed the State task force, and arranged for the multi-

tude of meetings, interviews, facilities and resources with dispatch

-and equaminity. Recognition of a special nature is also due the Deputy
Commissioner,. Finance and Administration, and the Director of the Office
of Employee Relations, each of whom provided the resources and influence
of their offices on numerous occasions, over and above their personal
participation in support of the purposes of the study. Others partici-
pating in, or otherwise supporting the study, include representatives

from most of the major Agencies of the State of Maine, The insights

and pergpectives of the Governor, members of the 'Leg*islative Council,
members of the Personnel Board, officials of Employee Organizations,

the Commissioner of Transportation, the Commissioner of Finance

and Administration, and the Executive Director of the Maine State
Retirement System were of substantial value and will serve as focal

points for many of the recommendations emerging with this and sub-
sequent reports, :






RECOMMENDATIONS IN BRIEF

Convert to a true merit pay plan:

D

Reallocate classes to pay grades based on
measured job content (Section VII).

Implement a salary schedule (Section III) for

‘all classified employees other than those em-

ployees whose class specifies and requires a
licensed physician,

Implement a salary schedule for all employees
whose class specifies and requires a licensed-
physician (Section III). :

Set salary levels in relation to the average actual
base salaries paid in appropriate markets (Section III).

Review annually and adjust (as necessary) salary
schedules in relation to appropriate market com-
parisons (Section V).

Convert steps X and Y (longevity steps) to merit
steps, thus producing merit ranges with seven
merit steps (Section III and V).

Establish progression, step to step, at a 5 percent
rate of increase (Section III).

Establish controls to limit funds provided to
agencies for merit step increases (Section V).

Train and coach supervisors to measure per-
formance, and administer salaries in relation to

performance.

Reward performance instead of length of service,
and provide greater rewards for the best performance.

Improve the efficiency and reliability of the classification process:

(<]

Maintain a schedule of interviews to validate re-
quests for reclassification (Section XI).

Upgrade the guality of written specifications.



o Evaluate each new or revised class by applying the
Hay Guide Chart, Profile method of evaluation.
(Section XI).

® Allocate new or revised classes to pay grades
in accordance with evaluation point ranges.
(Section VII).

® Provide for agency input to the evaluation pro-
cess. {Section VI).

Strengthen the noncash compensation program by:

® Reducing employee contributions for basic
life insurance to reflect net plan costs.

® Provide improved information resources to
employees about benefit programs.

® Solicit competitive quotation for medical in~
surance to agsure cost efficiency.

@ Examine the feasibility of reducing the level
of retirement benefits payable to individuals
terminating employment prior to age 60.

® - Consider the need to increase the $350. 00
surgical schedule in the medical plan.

° Reconsider the practice of linking increases in
retiree benefits to general increases for active
State employees.

Organize for improved management of compensation:

® Charter the Personnel Board in an advisory
(only) capacity (Section VI).

® Provide for appeals of evaluations by individual
incumbents through ascending management levels,
and with final arbitration if all levels are exhausted
(Section V).

® Separate classification operations (as now provided
within the Personnel Department) from Compen-
sation Planning and Research (Section VI).



Place the accountability for medical insurance
(as a benefit) with the Maine State Retirement
System (Section IV).

Assign accountability for the administration
of salaries of unclassified employees to Com-
pensation Planning and Research (Section VI).

Establish a policy for rewarding unclassified
employees that is consistent in intent with
similar policies for classified employees (Section X).






RECOMMENDED SALARY STRUCTURES

The several considerations underlying the creation of the recommended
salary structures include the objectives set forth for this study, an ex-
amination of salary structures used by the State of Maine dating back

to 1965, the testing of six structural variations for effect, the points

of view.expressed by individuals interviewed by the consultants, and

the consultants findings documented in Section VII, VIII, and IX of this report.

® The study's objectives called for proposed salary
ranges which... provide for pay which is compe-
titive with appropriate public and private employ-
ment labor markets, and which will provide incen-
tive for, and reward advancement.

@ Examination of past salary structures revealed
variations in the number of grades (41 to 47), the rate
of progression in ascending steps within ranges

- (4 to 5 percent). The spread between bottom and
top steps of a range (28 to 35 percent). However,
the number of steps remained constant at seven,

® Various combinations of salary grades and ranges
were produced and measured for salary cost effect
and employee impact, given the reallocation of
classes based on job content points. Grade com-
binations included 35, 39, and 41 grades, with point
range progressions including 1.077,1.09 and 1. 08
percent. An additional structure involving a 10 per-
cent rate of progression, required in excess of 60
grades, was discarded for this reason ( se many grades
would fail to provide adequate incentive for movement
from grade to grade).

e Interviews with the Governor, members of the Leg-
islative Council, member of the Personnel Board,
Officials of several (but not all) Employee Organi-
zations and the current heads of several agencies,
revealed many common points of view on the fol-
lowing specifics:

- Market comparisons should, in some respect,
include both the private and public sectors.



- State of Maine salaries should be comparable,
meaning at or close to the average of the ap-
propriate market.

- There is strong probability many existing
classifications are invalid, and the present
allocation of classes to pay ranges inequitable.

-~ The development of a true merit system would
be desirable.

The recommended salary structures are part of a larger recommen-
dation, outlined in the preceding Section II of this report. The con-
sultants would not recommend these salary structures, independent
of the other features of the larger recommendation, which includes:
converting of Steps X and Y to merit steps (instead of longevity); the
establishment of controls for the amount, number and frequency of
merit increases by agency; the training of supervisors and managers
in performance measurement and the administration of salaries for
State employees within their jurisdiction.



SCHEDULE [

Point
Grade Range A B C D E X Y
1 76 81 5205 5465 5739 6026 6327 6643 6975
2 82 87 5332 5599 5879 6173 6482 6806 7146
3 88 94 5458 5731 6018 6319 6635 6967 7315
4 95 101 5606 5886 6180 6490 6815 7156 7514
5 102 109 5775 6064 6367 6685 7019 7370 7739
6 110 118 5943 6240 6552 6880 7224 7585 7964
/ 119 127 6134 6441 6763 7100 7455 7828 8219
8 128 137 6344 6661 6994 7344 7711 8097 8502
9 138 147 6554 6882 7226 7588 7967 8366 8784
10 148 159 6786 7125 7481 7856 8249 8661 9094
11 160 171 7038 7390 7760 8148 8555 8983 9432
12 172 184 7291 7656 8039 8441 8863 9306 9771
13 185 198 7586 7965 8363 8782 9221 9682 10,166
14 199 214 - 7903 8298 8713 9149 9606 - 10,086 10,590
15 215 230 8240 8652 9085 9539 10,016 10,517 11,043
16 231 248 8598 9028 9479 9954 10,452 10,974 11,524
17 249 267 8977 9425 9896 10,392 10,912 11,458 12,031
18 268 288 9398 9868 10,361 10,880 11,424 11,995 12,595
19 289 310 9862 10,355 10,873 11,417 11,988 12,587 13,216
20 311 334 | 10,347 10,864 11,407 11,978 12,577 13,206 13,866
21 335 360 { 10,867 11,410 11,981 12,580 13,209 13,869 14,562
22 361 388 | 11,442 12,014 12,615 13,246 13,908 14,603 15,333
23 389 - 418 | 12,053 12,656 13,289 13,954 14,652 15,385 16,154
24 419 450 | 12,706 13,341 14,008 14,710 15,446 16,218 17,029
25 451 484 | 13,401 14,071 14,775 15,514 16,290 17,105 17,960
26 485 522 | 14,265 14,978 15,727 16,514 17,340 18,207 19,117
27 523 562 | 14,452 15,175 15,934 16,731 17,568 18,446 19,368
28 563 605 | 14,912 15,658 16,441 17,263 18,126 19,032 19,984
29 606 652 | 15,551 16,329 17,145 18,003 18,903 19,848 20,840
30 653 702 1 16,177 16,986 17,835 18,728 19,664 20,647 21,679
31 703 757 | 16,841 17,683 18,567 19,497 20,472 21,496 22,571
32 758 815 | 17,569 18,447 19,369 20,339 21,356 22,424 23,545
- 33 816 878 | 18,336 19,253 20,216 21,227 22,288 23,402 24,572
34 879 945 | 19,166 20,124 21,130 22,188 23,297 24,462 25,685
35 946 1018 | 20,061 21,064 22,117 23,224 24,385 25,604 26,884
36 1019 1097 | 21,031 22,083 23,187 24,347 25,564 26,842 28,184
37 1098 1181 | 22,080 23,184 24,343 25,561 26,839 28,181 29,590
38 1182 1272 | 23,190 24,350 25,568 26,847 28,189 29,599 31,078
39 1273 1370 | 24,724 25,960 27,258 . 28,622 30,053 31,556 33,133
40° 1371 1476 | 25,771 27,060 28,413 29,835 31,327 32,893 34,538
41 1477 1590 | 27,113 28,469 29,892 31,388 32,957 34,605 36,335




The schedules facing and following this page detail the pay ranges re-
commended for implementation by the State of Maine, coincident with
the reallocation of classes recommended in Section VII, and adoption
by the State, of recommendations for moving to-a true merit system of
compensation.

Those pay ranges (Salary Schedule I) arrayed over 41 grades; are
characterized by a spread of approximately 35 percent from Step A to Step
Y. FEach range of pay included seven steps, each step 5 percent higher than
the preceding step.

The salary levels at Step D of these ranges are generally comparable
(approximately equal or close to) with the average actual salaries of
labor markets appropriate to the State of Maine. Labor markets selected
as appropriate for comparison by the State include the local market
made up of Maine employers and adjacent States for grades 1 through

25 (76-484 points), and the market represented by the 12 Northeastern
States and Washington, D, C. reported in the Hay 1975 State Survey for
grades 26 through 41 (485-1590 points). These markets are selected for
comparison on the assumption they serve as major sources of labor for
the State, the local Maine market for non-exempt and lower level exempt
employees, and the Northeastern States for other employees. ‘

The following table illustrates this comparison:

Grade Grade Grade Grade Grade
1 16 25 35 40
76 240 480 960 1440
. Points  Points Points Points Points
Maine Salaries-Step D Proposed 6026 9954 15,514 23,224 - 29,835
Local Maine Employers-Avg. 5900 10,100 15,800
12 Northeast States and D.C.-Avg. 15,300 23,700 28,400

Fach Step D, selected as the control step for comparing salary ranges,
was calculated to provide a consistent relationship between grades one and.
twenty-five, and a second differing but consistent relationship between
grades 26 and 41. The formulae for calculating Step D in these grades are:

Grades 1-25: $24.39 P + 34100
Grades 26-41; $14.79 P + $8700

In these formulae, P is the middle point (or approximate middle point) of
the point range (developed through processes described in Section VII of
this report) for the grade.



Grade

Point

Range

(Physicians)

C

SALARY SCHEDULE Ia

Y

29

606
653
703
758
816
879

652
702
757
815
878
945

19,869.
20,495,
21,160,
21,888,
22,654,
23,498,

20,863,
21,520,
22,218.
22,983.
23,787,
24.673.

21,905
22,595

23,328,
24,131.
24,975,
25,905,

.67

.81
20
02
14
69

23,002,
23,727,
24,496,
25,339,
26,226.
27,203.

91
62
70
73
13
27

24,153,
24,914,
25,721,
26,606,
27,537.
28,563,

05
00
53
91

28

25,360,
26,159.
27,007
27,937
28,914.
29,991

70| 26,628.17

70 |
b1

05

30.
.60

27,467,
28,357.
29,333,
30,359.

31,490

946
1019
1098
1182
1273
1371
1477

1018
1097
1181
1272
1370
1476
1590

24,379.
25,350,
26,398.
27,509.
29,642.
30,090.
31,431,

25,598,
26,618.
27 ,718.
28,885,
30,495,
31,595,
33,003.

26,877,
27,947,
29,102,
30,328,
32,018,
33,173.

34,654

50
92
85
21
35
28
15

28,223,
29,347.
30,560,
31,847.
33,622,
34,834,
36,387.

78
82
60
33
13
91
86

29,634,
30,815,
32,088,
33,439,
.23

35,303

36,576.
38,207.

96
21
63
69

65
25

31,116,
32,355,
33,693
35,111.
37,068
38,405
40,029.

17
97

.06
68
.39
.48

41

32,671

33,973.
35,376,
36,866.
38,920.
40,324.
42,122,

09
38
27
37
51

2
04
95
47
98
89
57
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Impact-Pay Ranges, Schedule I

These salary schedules are reasonably competitive, and provide a
basis for consistent reward at a minimum 5 percent level for merit-
orious performance, and have the potential for the truly meritorious
performer to reach the top step of the salary range in much less than
six years,

Taken with the recommended reallocation of classes, with which this
recommendation is closely linked, the outside cost of increased sal-
aries to the State would not exceed 11,1 percent of payroll, The out-
side cost is estimated based on the approximate 10, 767 classified em-
ployees included in this analysis. The estimate assumes, for purposes
of cost comparison, that employees allocated to ranges higher than
their present range will occupy the comparable step in the higher range,
e. g., an employee at Step E in his or her current range will be at

Step E in the new higher range. The estimate also assumes for purposes
of cost comparison, that employees allocated to ranges lower than their
present range, will continue to enjoy their current salary.

Taking the same data, but assuming that all employees changing grade
will occupy a comparable step in the lower or higher grade, the fol-
lowing would result:

84 percent would receive higher pay.

16 percent would receive lower pay.
Schedule Ia - Physicians
Salary Schedule Ia (Physicians), is recommended for implemention by
the State coincident with Schedule I, and the reallocation of all classes
recommended in Section VII of this report. This schedule is to be used
for incumbents of positions requiring licensed physicians, however em-
ployed (practicing physicians or physicians occupying administrative
positions).

Pay ranges run from grade 29 through grade 41. Point ranges are i-

dentical with those specified for Schedule I. Each range is characterized

by a spread of approximately 35 percent, and includes seven steps, A through
Y, with each step 5 percent higher than the preceding step.

The proposed salary levels for Physicians are generally higher ($5000 higher
at Step D) than the salary levels proposed for other State employees oc-
cupying positions with equivalent measured content. The formula for cal-
culating Step D of Salary Schedule Ia is: Step D $ = 14. 79P + $13700,

11
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Impact - Physicians

Assuming (for cost comparison purposes) that individual Physicians
would occupy the same step of the proposed salary range (assigned on
the basis of points) as the step occupied in the present salary range,
the impact would be as follows: -

15 of the 21 Physicians' salaries covered in this analysis
would increase by a total approximately $32, 000.

Salary steps occupied by three Physicians would be lower than steps
currently assigned, for an aggregate decrease of $2300. This is not
considered an offset to increases for cost comparison purposes.
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NONCASH RECOMMENDATIONS AND FINDINGS

In the aggregate, noncash compensation programs (employee benefit
plans and personnel policies) are well-designed and appropriate from
the point of view of benefit levels and financial controls. There are
no significant gaps in coverage and no apparent duplication of benefits.
In terms of the value of noncash compensation provided for State
employees, we find the program to be slightly below the average of
noncash in the private sector for the following reasons:

e The lack of Federal Social Security coverage for State
employees.

e The absence of any supplement retirement program, (e,g,, stock
purchase, thrift/savings plan).

e Group life insurance which is essentially paid for by employees.

Elements of noncash compensation which are ''average'' or reasonably
typical of benefits in the private sector are:

e Blue Cross/Blue Shield and major medical which is fairly
competitive.

e Sick pay policy which is a quite typical practice.
® The number of holidays is standard.

Elements of noncash compensation which are above average in practice
include:

e A competitive retirement program which provides substantial
benefits at age 60.

e A vacation schedule which equals or exceeds practice in the
private sector.

Our specific recommendations for change in the noncash compensation
program are as follows:

1. Reduce employee contributions for basic group life insurance
to reflect net plan costs during the recent plan years.

2. Solicit competitive quotations for medical insurance in order
to ensure cost efficiency.

3. Improve communication of benefit programs particularly in the
area of medical benefits and the availability of a resource to
answer employer questions.
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On a long-term basis, the following issues should be considered:

1. The appropriateness of the $350 surgical schedule for the med-
ical plan.

2. The level of retirement benefits payable to employees termi-
nating prior to age 60,

3. Integration of employee benefit program administration within
one department.

In summary, noncash compensation for State employees is generally
competitive and appropriate for the environment.

4. The provision of tying increases in retiree benefits to general
increases for active employees is not in the best interest of
State finances; this policy should be seriously reconsidered.



Noncash compensation (employee benefit plans and personnel policies)
typically range in value from 25 percent to 40 percent of actual base
compensation. Thus, it is a critical element of total remuneration

and should be reviewed periodically to ensure its continued appropriate-
ness.,

In order to objectively assess noncash compensation, Hay has developed
a unique method of quantifying the value of benefits and policies. Stand-
ard factors are applied to each element of the program having a meaning-
ful economic value, and a''worth'' of noncash is developed at various
levels of evaluated position content. This allows for an evaluation of
internal equity and external competitiveness for noncash compensation
and total remuneration (base compensation plus noncash) in a manner
which is consistent with our base compensation methodology.

Service Company Comparison

As our first step in arriving at noncash and total remuneration con-
clusions, we compared State of Maine practice with our national data

base of 39 service companies. These employers are basically not for
profit organizations, i.e., hospitals, associations, blue cross/blue shield.
The noncash comparisons are as follows:

Average
Maine Service
Hay Points/Client Point Noncash Noncash
100/240 $2, 820 $ 3,475
200/480 4,050 ' 5,200
400/960 6,520 8, 000
600/ 1440 9,050 10, 900
The total remuneration comparisons follow:
Average
Maine Total Service Total
Hay Points/Client Points Remuneration Remuneration
100/240 $12,210 $12, 950
200/480 18,520 20, 200
400/960 30, 665 33,800
600/1, 440 42,570 46,100

15



It can be seen that both noncash and total remuneration practice for
the State of Maine lags behind this particular national average. It
should be pointed out that all employers in this service company data
base are participants in the Federal Social Security system and that
many maintain supplemental retirement plans in addition to the basic
pension plan.

New England Survey

As an additional comparison we have completed comparisons for 26 New
England employers who are participants in both the Hay Cash and Non-
cash Surveys. This group is a mixture of industrial and financial organ-
izations and most are national organizations headquartered in New
England. The noncash compensation comparisons are as follows:

Average New

Maine England Company
Hay Points/Client Points Noncash Noncash
200/480 $4, 050 $ 5,800
400/960 6,520 8,300
600/1, 440 9,050 12, 600

The total remuneration comparisons are as follows:

Average New

Maine Total England Company
Hay Points/Client Points Remuneration Total Remuneration
200/480 $18, 520 $22, 500
400/960 30, 665 37,700
600/1, 440 42,570 55, 500

It is clear that Maine noncash and total remuneration is substantially
below the average for this special New England group. It is very impor-
tant to remember that the most significant elements of noncash are salary
related---pensions, group life insurance, vacations, etc. Thus, to the
extent that base compensation for this group far exceeds Maine compensa-
tion practice, noncash and total remuneration will be substantially com-
pressed. In fact, Maine noncash as a percent of salary is not far removed
from the New England average of noncash as a percent of salary=---27
percent at 400 Hay points (960 Maine points) versus the New England
average of 31 percent., The substantial spread is more accurately attributed
to the significant difference in base compensation.

16



Special Survey Comparison *

As a final comparison, we'have compared noncash compensation for
the special local survey. This comparison is on an estimated basis
since these employers are not regular Hay clients and since not all
noncash data for this group was complete. The approximate noncash
comparisons are as follows:

Average
Maine Special Survey
Hay Points/Client Points Noncash Noncash
42/100 $ 2,100 $ 2,200
100/240 2,820 2,975
150/360 3, 450 3, 550
200/480 4,050 4,275

Essentially, noncash compensation for the State of Maine is compar-
able to the level provided by this special survey group. This is true
for both the absolute values illustrated and for noncash as a percent
of compensation.

Conclusions

Noncash compensation as a percent of base compensation is somewhat
below average. This position is not significant enough to substantially
influence total compensation strategy. In other words, the deviation
from "average'' noncash compensation practice is not sufficient to
warrant a compensating base salary adjustment.

This conclusion applies to the great majority of State of Maine employ-
ees, i.e., those not covered by a special retirement arrangement. For
those incumbents covered by special retirement arrangements (certain
law enforcement personnel and other designated positions) noncash com-
pensation is far above average, representing as much as 40 percent to
45 percent of base compensation. This level of noncash should be con-
sidered in reaching total compensation decisions for these positions.

* The Special Survey referenced herein consist of noncash data from
three municipalities, two state governments, two hospitals, one
bank and eight ihdustrial companies. In order to preserve confiden-
tiality the participants are coded by number on Exhibits I through VI.
Exhibit Ia following lists the participants by name.

17



RETIREMENT BENEFITS

The most important aspect of the Maine State Retirement System is
that State employees are not covered under Federal Social Security.
Thus, members are not covered for:

@ Old age benefits (retirement)
e Survivor benefits, or
e Disability insurance

under Social Security as are employees in the private sector and in

many instances, the public sector. Included in our special sample for
retirement comparisons are three states: New Hampshire, Vermont

and Massachusetts. Both New Hampshire and Vermont cover their
employees under Social Security while Massachusetts, like Maine, does
not provide Social Security coverage for its employees. In all com-
parisons, it is essential to factor in the presence or absence of Social
Security in order to achieve a meaningful assessment of the appropriate-
ness of the Maine System's benefit levels. See Exhibit I and II, in this
section, for Market Comparison of Retirement Benefits.

I. Retirement Income

A. Eligibility: Included positions (as specifically enumerated by State
Law) are required to become members as of their date of hire.

Note: Certain special positions - Forest Rangers, State Police, etc.,
are covered by different retirement provisions which are briefly dis-
cussed at the conclusion of this Section,

B. Member Contributions: Six and one-half percent of compensation.
C. Stéte Contribution: Actuariaily determined periodically - present-
ly about 1.6 times the member contribution (i.e., 10.5 percent of com-
pensation).

D. Unreduced Retirement Benefits

1. Eligibility: Age 60

2. Annual Retirement Benefit - 2 percent multiplied by Average Final
Compensation (the average of the three highest years of compensation),

the result multiplied by the number of years of Creditable Service (es-
sentially years of membership).
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State Comparisons

We have estimated the levels of retirement income payable under the
retirement systems of New Hampshire, Vermont and Massachusetts
(see Tables NC 1 and NC 2 at the conclusion of this Section). Maine
benefits payable to an employee age 65 (the most common retirement
age) with 30 years of Creditable Service are second only to Massachu-
setts benefits and significantly higher than Vermont and New Hamp-
shire benefits. However, when Primary Social Security benefits are
included as part of total retirement income, Maine Benefits are less
than total retirement income provided in the other three states. If we
assume that employees pay one half of the cost of their Primary Social
Security benefit, the inclusion of one-half of that amount in total re-
tirement income places Maine benefits in a comparable position with
New Hampshire and Vermont. At age 60 with 25 years of Creditable
Service, Maine Benefits are equal to Massachusetts benefits and sub-
stantially higher than New Hampshire and Vermont benefits. Again, we
would point out that New Hampshire and Vermont employees will be
eligible for Social Security Benefits as early as age 62 with full benefits
payable at age 65,

Survey Comparisons

In order to provide further assessments of the appropriateness of Maine
retirement benefits we have illustrated Maine benefits against the
"average' retirement benefit for Hay Survey participants. For the aver-
age retirement benefit, we have assumed 50 percent of average final
compensation less one-half of Primary Social Security. This assumes
30 years of service at age 65 (Table NC 3 is at the conclusion of this
Section).

Our illustration shows that Maine benefits are somewhat below the

total of survey average retirement benefits plus Primary Social Secu-
rity for average Final Compensation of less than $25,000 and slightly
higher above that level. Once again, Maine benefits are substantially
greater than the survey average benefits considered alone but Social
Security benefits must be considered as a source of retirement income
and the ""average plan' illustrated would typically be non-contributory
(Maine employees presently provide 35 percent to 40 percent of the total

annual contribution for State employees).
Overall Comment

The retirement income produced by the State Plan at age 65 is compe-
titive both within the public and private sector. At the same time it is
not unduly generous, it is fiscally responsible and provides adequate

retirement income. The availability of unreduced retirement benefits
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at age 60 must be termed as ''liberal’ but should be viewed in the con-
text of the total system, in terms of the number of members who actual-
ly retire at age 60 (as oppossed to age 65) and in light of a stated-or
implicit-objective of providing opportunities for younger State employees.

E. Early Retirement Benefits

1. Eligibility: Any age with 25 years of Creditable Service.

2. Annual Benefit: A benefit computed using the basic formula (2 per-
cent x average final compensation x years of Creditable Service) but

actuarially reduced to reflect the period for which payments will be
made. The following is illustrative of the actuarial reductions:

Early Retirement %
Age Reduction
57 8.0%
53 16. 7%
50 22.1%

Comment

The most common requirement to have benefits commence prior to
normal retirement within the private sector is the attainment of a
certain age (usually age 55) and the completion of a minimum number
of years of service (e.g.,10 years). While the absence of an age re-
quirement for the Maine Plan is quite favorable, the requirement of

25 years of service is quite restrictive. The following illustration pre-
sents this situation

Age: 55 Average Final Compensation: $10, 000
Credited Service Years:
10 20 .25 30
Hay Survey
Average * $585 $1, 165 $1, 461 $1, 750
Maine Not Not $3, 895 $4,674
Available Available

* Assumes 50 percent actuarial reduction, i.e., 5 percent per year
under age 65.

For shorter service employees, early retirement benefits are not avail-
able from the Maine Plan,but longer service employees fare far better
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than their counterparts in the private sector. This generous provision
should be reveiwed for consistency with long-term State objectives.

F. Vested Rights to Deferred Benefits

1. Eligibility: Ten years of Creditable Service and non-withdrawal of
member contributions.

2. Annual Benefit: A benefit payable at age 60 using the basic retire-
ment formula as applied to Average Final Compensation and Creditable
Service at termination.

Comment

The service requirement of ten years is quite appropriate as compe-
titive. The payment of full vested benefits at age 60 is far more gene-
rous than the private sector.

G. Post-Retirement Income Adjustment: All system retirement bene-
fits are either increased or decreased by a percentage equal to any
general adjustments in state salaries made to active state employees.

Comment

This provision is sometimes present in public plans but almost never
found in private plans (with the possible exception of negotiated plans).
The most common practice is to review retiree benefits periodically,
and if an increase is warranteed by changes in the cost of living and if
such an increase is financially feasible, a unilateral action to increase
retiree benefits is taken by the employer.

II. Survivors Income

A. Pre-Retirement: Beneficiaries of members with 18 months of serv-
ice during the 42 months preceding death will be eligible for death bene-
fits as follows (after 7/1/76 the service requirement will be eliminated,
i.e., all members will be eligible when hired):

Monthly Benefit

Spouse $100
Spouse + 1 child 200
Spouse + 2 children 250
Spouse + 3 children 300
1 Parent > 100
2 Parents * 175

* Applies only if there is no spouse or dependent children.



Comment

This provision takes the place of survivor benefits which would other-
wise be paid under Social Security. This feature provides excellent
coverage and the liberalized eligibility as of 7/1/76 is quite appropriate.

B. Post-Retirement: Standard optional payments are available.

III. Disability Income

A. Occupational Disability: 66 2/3 percent of Average Final Compen-
sation less Workmen's Compensation if payable.

B. Nonoccupational Disability: If 10 or more years of Creditable Serv-
ice, disability benefits are equal to 90 percent of the retirement benefit

which would have been payable as if the member continued in employ-
ment until age 60.

Comment

The present provision creates a gap with regard to shorter service
employees who are disabled for nonoccupational reasons. As of

July 1, 1977, this gap will be closed and disability will be treated alike
regardless of reason, i.e., 2/3rds of Average Final Compensation will
be payable. This will correspond to the private sector's long-term
disability coverage and will provide adequate benefits.

IV. Special Retirement Benefits

Certain classifications receive retirement income based on special
provisions and benefit formulae. This would include-

Group Retirement Benefit
Airplane Pilots 50% AFC at 55/25
Liquor Inspectors 50% Final Comp. at 55/25
Forest Rangers 50% Annual Comp. at 50/25
Maine State Prison 50% AFC at 50/20
Law Enforcement and 50% Annual Comp. after
State Police 20 years

Special treatment of those involved in the protection of the public and/
or involved in hazardous duty has been standard practice in the public
sector historically. We would make two comments in this regard.

1. The extra value of these special arrangements should be factored
into compensation decisions for these special classifications.
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2. Inclusion of these special classifications should be reviewed period-
ically to ensure that these arrangements are consistent with public
policy and state objectives,
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TABLE NC 1

Retirement Income Comparisons

Age 65-30 Years of Service - Average Final Compensation: $7, 500

Maine Massachusetts Vermont New Hampshire
State Retirement Plan $4, 500 $5, 625 $3, 750 $3, 300
Estimated Primary
Social Security -- -- 2,800 2,800
Total Retirement Income 4,500 5,625 6,550 6,100

Age 60-25 Years of Service - Average Final Compensation: $7, 500

Maine Massachusetts Vermont New Hampshire
State Retirement Plan $3, 750 $3, 750 $2, 250 $3,125
Estimated Primary
Social Security -- -~ N.A. N.A.
Total Retirement Income 3,750 3,750 2,250 3,125 |




G¢

TABLE NC 2

Retirement Income Comparisons

Age 65-30 Years of Service - Average Final Compensation: $12, 500

Maine Massachusetts Vermont New Hamshire
State Retirement Plan $7,500 $9,375 $6, 250 $5, 000
Estimated Primary
Social Security -- -- 3,500 3, 500
Total Retirement Income 7,500 9,375 9, 750 3, 500

Age 60-25 Years of Service - Average Final Compensation: $12, 500

Maine Massachusetts Vermont New Hampshire
State Retirement Plan $6, 250 $6, 250 $3, 750 $5, 200
Estimated Primary
Social Security -- -- N.A. N. A.
Total Retirement Income 6, 250 6,250 3,750 5,200




TABLE NC 3

Retirement Income Comparisons

Maine State Retirement System
versus
Hay Survey Average

Thirty Years of Service at Age 65

Average Final Compensation

$7,500 $10,000 $15,000 $25,000 $40, 000

1. Hay Survey Average * $2,350 $3,400 $5,450 $10,450 $17,950

2. Estimated Primary
Social Security 2,800 3,200 4,100 4,100 4,100

3. Total Retirement
Income (1)4(2) $5,150 6,600 9,550 14,550 22,050

4, Maine's Retirement
Benefit $4,500 6,000 9,000 15,000 24,000

* Fifty percent of final average earnings less one-half of Primary
Social Security Benefits.
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Exhibit Ia

Special Survey Noncash Data

-Exhibits I-VI-

MUNICIPALITIES MANUFACTURING
Augusta Brooks Woolen Company, Inc.
Bangor Burnham & Morrill Company
Portland CMP

General Electric
STATE GOVERNMENT G.H. Bass

Globe Albany
Massachusetts Great Northern
New Hampshire International Paper Company
HOSPITALS

Augusta General
Central Maine General

FINANCE

Northeast Bank

Note: In order to preserve the confidentiality of data, survey results
are presented in random order.
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Exhibit 11

Principal Provisions
of Thrift Savings Plans
Survey Employers

1 2 3 4 5 6 7 8 9 10 1 12 13 14 15 16
All salaried employees Employees who are
Eligibility for Membership NoPlan | Allsalaried employees with NoPlan | NoPlan | NoPlan | NoPlan [With the exception of | N plan | No PI scheduled to work No Pl No Pl No PI i
6 months service Officers and Directors o Plan an | more than 30 hrs. o Plan o Plan oPlan | 1 year of service No Plan | No Plan
per week for more
than 5 mos. per
year
|
|
|
Basic Member Contributions 2% to 10% of basic compen- 1% to 6% of basic 2% to 6% of basic 2% to 5% of basic compensation
(Minimum maximum employer sation. No Plan compensation compensation
matched)
Voluntary Member Contribution Not allowed Not allowed + Not allowed Not allowed

Employer Matching of Basic
Member Contributions

\

50¢ of each $1.00 in basic
contributions

50¢ of each $1.00 in
basic contributions

50¢ of each $1.00 in
basic contributions

50 ¢ for each $1.00 in basic
contributions; invested in
employer stock

Requirements for Vesting in
Employer contributions

20% vested for each year of
participation; fully vested in
5 years

3 years of
membership

2% yrs of
membership

2 years of membership




Exhibit |

Principal Provisions
of Pension Plans
Survey Employers

Benefit Formula

stated

30 yrs. service —
integrated with
Primary Soc.Sec.

5yraverage times
yrs of service in ex-
cess of 30. Benefits
are reduced to re-
flect Soc.Sec.after
age 65.

average last Syrs
earnings | 2/3%
of amt above
$4,800 x yrs of
service

25 - plus an amt.
equal to 1/60 of
erage final comp, x
yIs service after
7/1/42

2.1% of earn-
ings in excess
thereof each yr.

for each year of
service

of service equals
amt. of monthly
payments

ment X number
of yrs of con-
tinuous service

amt. equal to 1/60
of average final
cOmp.X yIs service
after7/1/42

amt equal to 1/60
of average final
comp. x yrs served
after 7/1/42

proportionately
reduced for ser-
vice less than
20 yrs.

during the 3 yrs
preceding retire-
ment for each
year of service

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16
All permanent Al full € All permanent All full time 4 Regular em-
Eligibility for ~ |Age 25 and 1 yr.| All employees | Immediately for full time em- | U tm.]t(; <33m- First day of | full time em- Age 25 and 1 yr| employees w/ | Age 21‘3 W”!‘ 3] ployees are
Membership of service ondate of hire |all permanent No Plan Age 30and 5 ployees after 6 One yr of con- |P OYefes Wlt'] 5 yrs of service | month follow- ployees after 6 of service; hired | 3 yrs. contin- | yrs. of service gligible'
employees yrs of service |mos, of employ-| tinuous service ﬂf)su(s) s:rov?crsn. ing hire mos of employ- prior to age 55 | uous service immediately
ment ment
Normal
Retirement Age 65 and 10 Age 65 with 10
Age & Service | years service Age 65 Age 60 yrs of service Age 60 Age 65 and 15 | Age 65and 15 | Age 65 and 5 Age 65 Age 60 Age 60 Age 65 and 20 Age 65 Age 65 - no ser- Age 65-an ser-
Requirements years service years service years of service yrs of service vice requirement]vice requirement
Final Average Plan: : . Final Average: Final A Plan{] Final Average " -
e Final Average: . B Inal Average Flan g Final Average
Final Average Féﬂ‘;g,‘,g!‘ﬁ)gfmu]_ 2% (1/50) average | Career Average Fl .. |Final Average |29% (1/50) average 2% (1/50) average | Plan: 60% of av- Plan: 2 l/r23’§;
bl 5 gf tiplied by 1/60th Final Average final comp. x Plan: 1% of at Dollar Plan: | pj, . 1% of av- |final comp.x num- | final comp. x num- e;azgc ezunmgss less %%?;;At\femg*plun: Curec}Averugc;»lan: multiplied by
. : the re Iti- . . : ; ; i i t x first$3,000 {1 1/2% of first $500
Normal Career Pay Plan:1an %0 plieeacgt;l;nglser_ Plan: 2/3 of 1% O.f yrs of prior ser- earnings up to |Flat Dollar Plan: 1.25 x number erage of last 5 ber ?f yrstotf pno-r b:r 91 yrs.t(:f p“?r ééc [:l;r:;r?;t :tc .015x bulurr:ce of orrr/ml:t(l)llylc::rnings the average of
Reti Formula not final 5 yr.average|vice (not to exceed of 1st $4,800 -  |vice not to exceed 1 of completed yrs rs of emplo service not Lo ex- service not to ex . salary X years of  |2% of excess for annual earnings
etirement 30) plus 1/120th of $6,600 plus $4.75 per month y PIOY  lcced 25-plusan |ceed 25 plusan |retitement date  [service each month

Early Retirement
Benefits

Age 55 and 10
years service

Age 55

N.A.

Age 55 and 20
years of service

30 yrs of service:
actuarily reduced

Pension is re-
duced by 1/2%
for each month
your retirement
precedes the mo.
following attain-
ment of age 62.

Age 55 and 15
yrs. continuous
service. benefit
actuarily
reduced

Age 55& 5 yrs
service: $1.25 x
number of years
of service actu-
arially reduced
equals the mon-
thly benefit

Age 55 and 10 -
15 yrs service

30yrs of service:
actuarily re-
duced

30 yrs of service:
actuarily reduced|

Age 55and 10

|| yrs service; ac-

crued benefits
are reduced 3%
for each yr. be-
tween age 60
and 65 - reduc-
tion below age
60 not available

Age 55 and 20
yrs of service

Age 55 and 10yrs
of service - no re-
duction for age
62 and 20 yrs
service

Age 55 (no service
requirement)

1 1/2% multi-
plied by the av-
erage of annual
earnings during
the 3 yrs prece-
ding retirement
for each yr of
service

plus % of wages
not in excess e.g.
male age 30 =

3.8% +7.6%

pensation
above that
amount.

Requirements 10 or more yrs. . ' ‘ ) .
for Deferred Age 45 and 15 [10yrs. of service| 15 yrs of service Not Stated |10 yrs of service | of credited ser- | 10 yrs contin- | Age 50 and 20 | Age 45 and 15 |10 yrs of service |10 yrs of service | Age 40 and Syrs 12years of con- 10 yrs of .contm- 10 yrs of '
Vested Benefits | years service vice, uous service yrs of service | yrs of service 50% Age 45 and | tinuousservice |uous service credited service
10 yrs - 100%
Benefit computed
After 10 yrs of isabili in the same mnan- A Total disability On the Job: 72%
After 10 years of] service a ()ilis- 25% of average th:tal ldslsablhtfy ner as your pen- 2:5% of average 2.5% of average after 12 years of salary plus
st None ice a disabil- | ability benefit None hi atier 1o YIS Ol | sion at Early Re- None None highest compen-t highest compen- None of service em- | Not available | dependents ben-
Dlsal'u.hty §erv}1)ce arls.a i equal to 90% ghest compen- servxlce entitles :)Llr]en:)eur}tybrzslseodr . sation prior to |sation prior to ployee is entitl- ;Lnttlsoﬂclm:;za;u
Provisions ity ene itis of the service sation emlp oyee toglor con’;muous'sep disability disability ed to normal lated pension as
provided retirement mal pension ben-| e to the date retirement ifage 5§

benefit efits of disability benefit

Rate of contri-

bution is based on 1% of the first |

i $6,600 of your 5% for em-

entry age into ) 1% of salar

system per sche- compensation o y ployees hired
Employee 3.8 : 1 ratio Non- dule-a % of Non- 6 1/2%of annualj in each calendar| Non- Non- equal to SS |6 1/2% of annual|6 1/2% of annual NU“'_ Non-- Non-- before 1/1/75:
Contributions contributory | W2BSS in CX?SS contributory [earnings year plus, 2.1% | contributory contributory base plus 2% |earnings earnings contributory | contributory contributory 7% for those

of SS wage base of your com- in excess hired 1/1/75

and after




DEAaTH BENEFITS

I Basic Group Life Insurance

A, Eligibility - Included positions (as specifically enumerated by
state law to include virtually all "half-time' or greater positions
with an expected existence of one year or longer) are automatically
covered unless membership is declined by the employee.

B. Coverage - Each member has basic life insurance equal to one
year of compensation; amounts are rounded up to the next higher
even multiple of $1, 000, e.g.,

Annual Compensation

Greater Less Amount
Than but Than of Insurance

$ 5,000 $ 6,000 $ 6,000
10, 000 11, 000 11, 000
15,000 16,000 16,000
20,000 21,000 21,000

C. Maximum Basic Insurance - $25, 000

D. Accidental Death and Dismemberment - Coverage is equal to the
full amount of basic insurance.

E. Disability Provision - In the event of total disability, premium
payments may be waived and life insurance continued in full or in a
reduced amount depending upon whether or not the member is elig-
ible for a disability retirement allowance.

F. Member Contributions - $0. 15 per week per $1, 000 of basic in-
surance {$0. 65 per month, per $1, 000),

G. Retiree Insurance - Retirees under the Maine State Retirement
System who had basic group life insurance coverage for at least 10
years retain life insurance coverage. Coverage is based on the
average of basic insurance in effect during the three years preced-
ing retirement and reduces by 15 percent for each year of retirement
to a minimum of 25 percent of the original amount.

II Supplemental Group Life Insurance

A. Eligibility - Same as Basic Plan.
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B. Coverage - Same as Basic Plan,
C. Maximum Supplemental Insurance - $25, 000.

D. Accidental Death and Dismemberment - Coverage is equal to the
full amount of supplemental insurance.

E. Disability Provision - Same as Basic Plan.

F. Member Contributions ~ $0. 12 per week per $1, 000 of supple-
mental insurance ($0. 51 per month, per $1, 000).

G. Retiree Insurance - Supplemental group life insurance termi-
nates at retirement (dividends from supplemental group life insur-
ance are used to provide death benefits to the beneficiaries of re-
tirees who had supplemental insurance while active employees).

Comment

The amount of group life insurance available (up to two year's sal-

ary) is quite competitive. The one negative feature is the very low

maximum amount of $25,000. While this impacts on only those in-

cumbents earning in excess of $25, 000 annually, we question the in-
ternal equity of covering a key official earning $35, 000 annually for
less than 150 percent of compensation while all incumbents earning

$25, 000 or less are covered for 200 percent of compensation.

At the present time, participants in the Basic Plan pay the full costs
of their insurance plus a contribution to reserves for future retiree
claims. Participants in the Supplemental Plan pay the full cost of
their insurance plus a contribution to reserves which are used to pro-
vide additional death benefits to beneficiaries. As of June 30, 1974,
the total of these two reserves approximated $3, 000, 000.

During the past year, the employee premium rate for supplemental
coverage was reduced to reflect the fact that employees were actual-
ly paying more than the net cost of their insurance. We recommend
that the financial experience of basic insurance for active employees
be reviewed for the past three years to determine the average net
cost. Based on this review, employee premiums rates should be re-
duced (e.g., if net cost is 67 percent of gross cost, employee pre-
miums could be reduced perhaps 25 percent or 30 percent) in order
to make death benefit coverage more competitive.
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III. Dependent Life Insurance

A. Eligibility - Employees who subscribe to Basic Life Insurance
may elect to cover their dependents under this program.

B. Schedule of Benefits:

1. Spouse - $2, 000

2. Children 6 months to 19 years - $500
3. Children under 6 months - $100

C. Cost of Insurance - Employees pay the full cost of this insur-
ance: $0.78 per month, per family.

Comment

This plan adds a modest benefit at no cost to the State. As such we
believe that it adds to the competitiveness of the overall death
benefit program.

--See Exhibit III following this page--
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Exhibit III
Principal Provisions of Death
Benefits —~Group Life- Accidental !
Death & Dismemberment
Business Travel Accident
Survey Employers

1 2 3 4 5 6 7 8 9 10 1 12 13 14 15 | 16
Group Life Insurance
All full time All salaried em- All full-time em- , All permanent . All designated
igibili All designated | All employees All employees
Eligibility for | employees after| ployees at date | All employees ployees after Al dle51gnatid Alll e‘xc(eimp t Salaried Allemployees at emprioyees after| o IZS ie: at | after 3213; All employees at| . - 6pmoys of | employees after
membership 3 mos of of hire at date of hire No Plan 3 mos.of emp oyeejs a salarle No Plan employees date of hire 6 months of d P ?h' emplo en.t date of hire emplovment 2 mos. of
employment employment date of hire employees service ate of hre ploym pioy employment
Noncont.ributory 2 years 1 yrs. compen- | 2 yrs. $15,000 1 year 3 years 1% years 1% years
?roup Life $2,000 coverage| compensation {$1,500 coverage $2,000 coverage | sation compensation None coverage None compensation | compensation | compensation | compensation |$2,000 coverage
nsurance
Addl coverage Addl. coverage Addl. coverage ‘ Addl. $1,000 to
Contributory |May be obtained may be obtained | AddL. 1 yrs. Sesernieer 1398 Inot to exceed 2 |For amt. eql%al AddL. 1 years Addl. 1 years $21 000 based
Group Life at cost of em- | Addl. 2 years at expense of compensation | Addl, 2 yrs. S13990 5120043150001 times salary can | t0 the nexthigh-{ compensation compensation ’al b
P ployee perschedi{ compensation | Not stated - employee per for a total of | compensation e oe0e30 330325000 | be obtained at |est $1,000 over | for a total of None for a total of None on salary can be
Insurance schedule max of $23,334-526,667-335.000| cost to obtained at em-
ule to a max. 2 yrs. 526,667 & over -~ $40,000 annual salary 2 years 2 years. X
$25.000 $25,000 employee ployee’s expense
Coverage in
' . Multiples of
Accidental Equal to non- $_750 accidental Equal . | Equal to non- | Equal to non- Equal to amts | Equal to non- | Equal to con- Equal to non- $10,000up toa Equal to non-
$2,000 coverage dismemberment qual to non i . ; : max. of $250,000- | 5 Years .
Death and empl . contributory contributory contributory contributory in above contributory | tributory amt. | contributory None : ” ti contributory
. ployer paid $3.000 acciden- total max.10 times | compensation
Dismemberment amount ’ amounts amounts amounts schedule amounts amt, salary $.05 per amt.
tal death month per $1,000
Up to 455 25 $36 /51 dojmo, Emplayes b,
‘ for 090 per o $ .40 per $1,000 Age 4049 —$ .40 for basic $2,000
Employee $44 per $1,000 Not stated $ .60‘b1-weekly Not stated $.48 per $1,000|$1,000 per mo. $1.30 per $1,000 per month for $.15 per $1,000($ .48 per $1,000 None lia\egre$510’-05090{—r206'0 None coverage Adico
Contributions | per mo. contribution per month gfggo—se}’]; fer per month amts in excess |PeT month per month per $1,000/m o 35;;%22?&4;
65'& over-§1.95 of $15,000 S0 & Y00 55 and over-$1.57
po $1.080 i mo Heerms Sl o
Business Travel - Accident
Alll full-tim(tia em-
ployees under age
. 70 al -
Eligibility for ings s follows:
v Not available | All employees No Plan No Plan No Plan No Plan No Plan No Plan Class A—$25,000+|  No Plan No Plan No Plan No Plan All employees at | No Plan No Plan
membership 1Clas; %35—368,000 date of hire
ess ,
Class C— less than
$10,000
Class A—$100,000
TR
Class C— s
Amount $100,000 $250,000
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HEALTH CARE BENEFITS
I. Hospital Benefits (Maine Blue Cross)

A. Room and Board - Covered in full up to semi~-private room rates
for as long as 365 days per admission.

B. Ancillary Hospital Expenses (Drugs, X-Rays, Operating Room,
etc.). Covered in full for as long as 365 days per admission.

C. Maternity - All hospital expenses are covered in full provided
membership commenced at least 270 days prior to admission.

Comment
The level of hospital benefits provided by this plan compares favor-
ably with any other hospital coverage reported either in our special

survey or the annual Hay Survey.

II. Physicians Benefits (Maine Blue Shield)

A, Surgical Allowance - By schedule to a maximum of $350 for a
single procedure; if multiple surgery required, the less expensive
major procedure will be covered at 2/3rds of the scheduled amount.

B. Surgical Agsistant Allowance - Covered at 12 percent of the sur-
gical benefit; the minimum reimbursement is $20, the maximum
reimbursement is $70.

C. Anesthestist - Covered at 20 percent of the surgical benefit; the
minimum reimbursement of $15 the maximum reimbursement is $70.

D. Obstetrical - $87. 50 for attending physician.

E. In-Hospital Doctors' Visits - $5 per day 1st 7 days, $4 per day

A C

next 14 days, $3 per day for the remaining 344 days.
Comment

The physicians benefits provided are below average when compared
with the annual Hay Survey and the Special Survey, e.g., employees
of the State of Vermont are covered by a surgical schedule with a
maximum of $500. It should be pointed out that surgical fees which
exceed the Blue Shield Schedule are covered (other than routine
obstetrical) under major medical. We will illustrate the affect of
combining these two benefit sources,
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IIT. Major Medical Benefits

A. Deductible - When basic plan benefits (Blue Cross/Blue Shield)
are exhausted and covered medical expenses during a six (6) month
period exceed $100, a $50 deductible is paid by the member and major
medical benefits commence.

B. Major Medical Reimbursement - After payment of the deductible
(III A above) major medical benefits pay 80 percent of the first

$3, 000 in covered medical expenses, i.e., up to $2,400. Covered
medical expenses in excess of $3, 000 are reimbursed 100 percent by
major medical up to the per-disability maximum.

C. Major Medical Maximum - $50, 000 for each disability.

Comment

This major medical covérage compares favorably with the
programs included in our data base. The following illustration will
demonstrate the operation of the combination of hospital, physicians
and major medical benefits.

Assumptions: Five days of hospitalization $75 per day semi-private
plus $60 per day in ancillaries. Surgical fee of $1, 000; assisting
surgeon $200; anesthestist $180. At home doctor's visits, drugs,
prescriptions, etc., $150.
Blue Blue Major
Cross Shield Medjcal

1. Hospital Charges ($135 a day

for 5 days: $675) $6'75

2. Physicians' Fees ($1380) $490 $672

3. Out of Hospital Expenses

($150) $120
Total $6'75 $490 $792

Equals $1, 957

Total medical expenses for this illustrated disability amounted to

$2, 205. The combination of reimbursements from all sources a-
mounted to $1, 957 or 89 percent of total expenses. While there is a
trend (within the private sector) towards reimbursement of all med-
ical expenses, on our judgement, the present plan certainly provid-
es adequate medical benefits. Every effort should be made to insure



that members (1) understand how their medical program operates,
(2) know who to go to in order to have technical questions answered
and (3) understand how and when to file medical claims.

IV Medical Plan Costs

The State of Maine presently pays the full cost of employee pre-
miums ($17.70); employees pay the additional premium for family
coverage (and additional $27. 14) per month for a total of $44. 84.
Hospital and physicians' benefits are financed through Maine Blue
Cross/Blue Shield and major medical benefits are underwritten by
Union Mutual Insurance Company.

Comment

The State of Maine presently pays approximately 40 percent of the
total premium for family coverage while employees pay approximately
60 percent. This is somewhat below competitive standards particu-
larly versus the private sector but less so against the public sector.
At some point in the future the State should consider assuming 50
percent of the additional premium for family coverage. We don't

feel that such an improvement is necessary at this time.

In order to ensure that medical benefits are being secured at the
most economical cost, the program should be put out to bids period-
ically (perhaps every five years)., Since this process has not been
undertaken for some time, we recommend that it be considered at
the next aniversary date.

V Retiree Medical Coverage

Retirees under age 65 and those over age 65 who are not covered by
Medicare Part A, continue on the same medical program with life-
time major medical benefits limited to $25, 000. Retirees age 65
and over are covered by a companion Blue Cross/Blue Shield plan
which is integrated with Medicare benefits.

Comment

This policy is both competitive and appropriate.

-~-See Exhibit V following this page--
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Exhibit IV

Disability Benefits

Short & Long

Term

Disability Policies
Survey Employer -

K 2 3 4 5 6 7 8 9 10 1 12 | 13 | 14 15 | 16
Sick Days (Short Term Disability)
Accum. g‘il;tiet:i]?tgaz\},iv?({y 10 wks at full | 1 week for each 100% of base | 1 mo. for each
Poli 1 day for each | Guaranteed &V/gét Days/ | $25 per wk. for| 10 days for 1 day for each | amt. equal to 60% salary PL“? $9 |yearofservice | [ day for each | 15 days for each| 10daysperyr. | salary - 2 wks. | year of service- | 15 days for each
oliey month of $45.00 per wk. r m‘;r;th 13 wk. for each| each year of mo. of service g’ig%";ﬁ‘fﬁ '3;’3“53’_" Not available Iljgrv:vlf:ungér 2&‘3{02 ers ‘?vﬁ( mo. of service | year of service per year of 1st mo. full year of service
service for 6 mos. 5% 1.3/8 | disability service gayments cont. disability in. | min. appiies . service - min. salaryl there-
6 1-1/2 or 26 weeks surance. 4 weeks after ! salary
Company V\;gél}i VIJI::;( 10 weeks —
Maxi usually pays (days) Days 13 weeks per full salary '
aximmum 60 days full salary for 51 90 disability 60 days 90 days 26 weeks 1:% weeks — 180 days Not available 22 weeks None
6 mos. 2/2 19098 Disability Ins,
B?ni ,let*fm No Plan No Plan No Plan No Plan
isability
o All employees All salaried em- ] .
Eligibility for after lpy r yof Management ployees after 1 All full time All salaried All salaried All employees All salaried All salaried
Membership employm;an i Employees or more yrs. of |employees after| employees not union em- No Plan No Plan after | year of employees on | employees afterf  No Plan
continuous 3 mos of service ployees on service date of hire 6 mos. of service
service. date of hire rvice,
Waiting Period Eligible immed-
for Benefits 6 months 3 months iately on enrol-| 180 days 6 months 6 months None 6 months i
ment !
|
|
per mo,
60% of ba.se 55% of bats'e 60% of base £ thun $6.667-8125 | 60% of base 100% of base
Monthly 50% of base compe‘nsatxop compensation compens.atlon $10000-15354 5376 | compensation salary for 5 mo.| 60% of base | 60% of base
, less primary less primary | less Family Soc |513.334-16.667- $500 . ; ;
Benefits compensation ; $16.667-20.000-3625 | less primary thereafter 60% | compensation | compensation
SOC. sec. max. $OC. $eC. max. { Sec. mMaximum |s;0'000-23'334 -$750 s0C. sec of base
$23334-26.667 - - 5t
$2,000 $2,5000 $2,000 376,667 & sver- $1000
Benefit Recovery,death| Recovery, Recovery, Recovery, Death, recovery | Death, recovery Death, recovery| Death,recovery| Death,recovery
Duration or age 65 death or age 65 death or age 65 | death orage 65 | or age 65 or age 65 or age 65 or age 65 or age 65
Non- Non- Non- 25¢ per $100 Non- Non- 1/3 of premium
Empl i
COIﬁr(i)t})'lel:ions contributory contributory $1.20 per wk. | Not available contributory | of salary per contributory | contributory | costs
: month




PERSONNEL PoLICIES
A. Sick Pay (Short-term disability)

State employees receive credit towards absence for medical reasons
equal to one day for each month of service, i.e., twelve days per year.
Unused sick days may accumulate for up to 90 days. If an extended
absence exhausts the accumulated days, unused sick days which would
have accumulated except for the 90 day maximum (called "lapsed days')
may be available for salary continuation. Once all pay is used, dis-
ability benefits may be available from the State Retirement System.

Comment

This is a typical practice within the public sector. There is a possible

gap between sick pay exhaustion and disability retirement benefits if the
employee has less than ten years of Creditable Service and the disability is
nonoccupational. However, the service requirement for nonoccupational dis-
ability will be eliminated as of July 1, 1976 and this gap will be closed.

B. Vacation Policy
Employees earn vacation days for each month of service. Vacation days
accrued for each month vary according to length of service in accordance

with the following schedule:

Vacation Days for

Length of Service Each Month
Less than 5 years 1 day
Five years but less than 10 years 1 1/4 days
Ten years but less than 15 years 11/2 days
Fifteen years but less than 20 years 1 3/4 days
20 or more years 2 days

Employees may accrue unused vacation time up to 24 days if they have
less than 15 years of service and up to 30 days if they have more than
15 years of service.

Comment

This is a very competitive vacation policy. Although it is far more
generous than the practice developed from our Special Survey, it is
fairly typical of practice in the Public Sector. When compared with
vacation practice as reported in our annual noncash survey, it is slight-
ly above average but data reported each year is moving more closely
towards this level. No improvement in present policy is warranted at
this time.
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C. Holidays: Eleven holidays (10 regular holidays plus the day after
Thanksgiving).

Comment

This is consistent with the various markets sampled.

D. Automobile Policy

1. State Cars: It is our understanding that assignment of State cars is
tightly controlled and limited to cases of absolute necessity. Personal
use of State cars is forbidden except for State Troopers who are in uni-
form and technically on call.

Comment

We believe that this practice is consistent with public policy.

2. Use of Personal Cars on State Business: Employees are reimbursed
at the rate of $0. 12 per mile for the use of their own car on State Busi-
ness.,

Comment

The national trend is to $0. 15 per mile reimbursement.

E. Housing (State-Provided)

While a detailed analysis of State-provided housing was beyond the scope
of our assignment, it is our understanding that housing is essentially
limited to those classifications where on-site residence is job related.
This would include Forest Rangers, 'house parents'' at vocational schools,
certain guards at correctional institutions, etc.

Comment

Based upon the policy stated above, there would appear to be something
of a trade-off between the economic value of State-provided housing and
the ''24 hour per day'' on-call status. Our sole recommendation would be
that a tight control should be kept on State housing in order to ensure that
assignment is jobrelated rather than an additional element of compensa-

tion outside of normal practice.

--See Exhibits IV and VI following this page--
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Exhibit V

Coverage

Basic Medical

Survey Employers

8 9 10 11 12 13 14 15 16
Permanent full All full time All full time All full time All employees All desi q
Eligibility for | Al full time All ernployees | time employees |All full time em{All full time All full time All employees | Al full-time | All employees | 4y employees | All employees | permanent em- |employees after| employeeson | after 6 mos. leSLgnate
Membership employees after| on date of hire |within 30 days |ployees after 3 |employees after jemployees after | on hire employees on first day of | h date of hire | on date of hire ployees on one month of | date of hire of service employees
3 mos. of em- temporary full {mos, of employ- 90 day waiting |6 mos service mo. after hire date of hire service
ployment time - 6 mos ment period
waiting period
Per schedule: 1st $2,000
$50-$2,000 - covered in full Full semi-pri - | semi-pri
o ) o o o i-privat P ull semi-privatejFull semi-private| Full semi-private
Full semi-private| 100% covered o Full semi-private|Full semi-private| Full semi-private|Full semi-private Full semi-private |Full semi-private 80% of balance Full semlfprlva | Full semi-private Full semi-private|coverage for coverage coverage for |
Hospital coverage for  |$2,000-10,000- |Full semi-private jcoverage for  |coverage for  |coverage for coverage for an |coverage for coverage for over $50 deduc. [cOYerage for - |coverage for coverage 120 days 120 days
Benefits 121 days per g?g’g&‘)’%“m o.|for 120 days |12l daysper 1121 daysper 1120 daysper |unlimited no. |121 daysper  |121daysper |¢ible - single | 21 days per |121 days per Y y
disability 195 covered disability disability disability of days disability disability $150 deductible [152011Y disability
Max. $40,000 family
. . . ‘ . : Covered up t
Ancillary Covered in full | See schedule Covered in full | Covered in full | Covered in full | First $400 in $50 deductible | Covered in full | Coverage for Not available | Covered in full | Covered in full | Covered in.full | Covered in full $;)(\)/(e)re pto C;)S\iered 80% of
Expenses above full 75% of 85% coverage actual changes ¢
next $750 for excess
. o : 80% of all re-
Surgical §350 fee All normal & | $350 fee $350 fee | $300 fee 100% of first | $450 fee $420 fee $250 fee $350 fee $350 fee All reasonable | 4500 fee S0 orall e
Schedule schedule max. customary schedule max. | schedule max. | schedule max. | $500 - 85% schedule max. | schedule max. | Not available | schedule max. | schedule max. | schedule max. zrllar;:: omary schedule max. cuétomary
charges of bhlance charges
: Employee pays : .
Single - $1.84 for dependont Single - $3.76  |Single coverage ' Single - $22.58
per wk coverage - 2% of- per month Company paid Single coverage- per month
Employee Employee must| Couple - $5.88 Non- Non- normal straight Couple - $16.26 | Dependent Non- Non- company paid Non- Family -$53.04
Contribution | Not available | Not available | pay for any cov{ per wk contributory | contributory si'ﬁ;sa;];lt’gl 4T | Not available |per month coverage Not available | contributory contributory | dependent contributory per month
erage other than| Family - $6.54- $5,000- max. Family -$18.37 $615 per month coverage ﬁS.OO Student- $4.00
. ol ¢ .
single per wk ;c;?t;,r;l;;mon $100 per month per mon per month
Major Medical
Deductible $100.00 Not available $100.00 $100.00 $100.00 $100.00 Not available $100.00 g;gg'gg':ingille $50.00 $50.00 $100.00 $100.00 $200.00 $50.00
- ) -fam y
80% of balance 80% of first 80% of first 80% of balance 75%0f balance | 80% of balance
Coinsurance 80% of balance| Not available |80% of balance | 80% of balance | 80% of balance | 80% of balance | Lifetime max. | 80% of balance | 80% of balance | 80% of balance | $3,000 $3,000 Not available | Lifetime max. $20.000 max. | $50.000 max
$10,000 max. $250,000 $50,000 max. | 90% of balance | 90% of balance $250,000 ’ ' per ;/ear )




Exhibit VI

Holiday & Vacation

Policy

Survey Employers

Company Code 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16
Number of
Paid Holidays 8 days 9 days 11 days Not available 9 days 10 days Not available 9 days 8 days 7 days 11 % days 11 days 10 days 9 days 10 days 11 days
Accrual Rate é{vu,is: than 2- 6mos.- 1wk |
, 6 mos but less 1| 1% day for 6 mos. but less | 6 mos. but less | 10/12 of a work2 yrs fess than 5-  |[ess than 10 yrs-| Maximum lyr - 2 wks lOyr Tew - 6 mos - 6 mos. but less |6 mos. but less 6 mos. but less (6 mos. but less
Vacation Policy | 1-5 yrs -3 wks | than 1 yr- 1 wk | each month of | than lyr -2%of| than lyr -1 wk wee%( in the es- gweefs han 10- |2 Weeks 3 wks - no 5yrs - 3 wks 3 yrskor TMOIC- 110 yrs - 2 weeks|than 1 yr - 1 wk {than 1 yr - 1 wk jthan 1 yr - | wk |than 1 yr -2 wks
5-10 yrs-4 wks| 1.5yrs - 2 wks | service, of gross earning| 5 years - 3 wks | tablished work 2 gﬁs?zg/ﬁ;; s |10-18yrs - 3 wks| Wwaiting period | 15 yrs - 4 wks WeeKs 11 yrs or more -| 5 yrs - 2 weeks |1-8yrs-2 wks 1.4 yrs-2 wks [5-10yrs -3 wks
i week per mo. - ¢ 15 yrs - 4 weeks|3 yeeks 10 yrs - 3 weeks |8-15yrs - 3 wks |5-11 yrs - 3 wks |10 and over -
8-15yrs -3 wks | Maximum-30 |1-5yrs — 1wk | 15 years -4 wks 10 yrs less than 15|18 or more yrs - 20 yrs - 5 wks
520 vis4 wks | days 5 2 wk after 15yr1s rate |3 weeks 25 6 wks 15 yrs - 3 weeks |15-25yrs -4 wks12-20 yrs- 4 wks|4 weeks
;53 Syrss ‘;Vkss i yr-over—s wiks is 1 3/12 days {15 yrs less than 25- 4 weeks 30 ﬁ: ) 7 :vvks 20 yrs.- 4 weeks [25-30 yrs - 5 wks|20 and over -
s — 4 weeks .

per mo. after
20 yrs 1 8/12

20 y1s or over =
5 weeks

per month

25 yrs - 4 weeks

30 yrs and over-
6 weeks

5 weeks







SALARY ADMINISTRATION - POLICY AND PRINCIPLE

The determination of salaries paid to individuals in any organization

~ is the product of the dynamic and sensitive interplay of internal job
relationships; salaries paid in the market place; socially motivated
pressures in the form of law and public opinion; the motives of special
interests; performance and length of service; the policies and structures
developed to provide incentives for advancement and retention of em-~
ployees; and at times, the individual bias of decision makers.

These dynamic factorshave been at work in determining individual sal-
aries of State of Maine employees, and will continue to work in the fu-
ture. The purpose of this section is to outline the processes which,

if diligently employed, will assure reasonable control of these forces
and provide the means for a constructive, positive result from reven-
ues expended in employee salaries. '

The following processes are recommended for ongoing determination
of classified employee salaries, and for the ongoing determination of
unclassified employee salaries except as qualified in Section X of this
report. ‘

Maintaining Competitive Salary Structures

1. Survey the Maine labor market annually, and acquire current
survey data on Northern Tier, New England, and Northeast
region on an annual basis, Maine Survey data should be re-
presentative of non-exempt and lower level exempt occupations.
Other survey data should be representative of exempt occupa-
tions. Survey data should include both public and private sec-
tor salaries and occupations. Survey procedures should fol-
low those outlined in Section XI of this report.

N

Pay ranges should be adjusted annually to reflect changes in
the labor market. Specifically, Step D of the State of Maine

salary ranges should be comparable with (or close to) the a-
verage salaries actually paid-in the appropriate labor market.

The consultants believe the appropriate labor market for pos-
itions with 76 to 484 points (grades 1-25) is the Maine labor
market, and the appropriate labor market for positions with

484 to 1500 points (grades 26-41), consists of the 12 Northeast
State Governments (plus the District of Colombia). There is

some market overlapping grades 18 through 25, since these
grades carry many of the entry and second level professionals
who may only be avaijlable in sufficient quantities outside of Maine.
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3. The basic pay range structure surrounding Step D should main-
tain its integrity. with seven steps available for merit increase,
and with 41 grades for positions and classes not requiring lic-.
ensed physicians; and with the separate but parallel structure,
seven steps, grades 29 through 41, for positions and classes
requiring licensed physicians.

Steps above and below D should be calculated as follows:

A =Dx,8638 I=Dx1.05
B =Dx,9070 X =Dx1.1025
C =Dx.9523 Y =Dx1.1576
4, The relationship between grades at Step D should be as close

to a straight line (linear) as possible. The formula for calcul~
ating linear relationships, described elsewhere in this report is:

Y=mx+bhb

Y =galary dollars at Step D

m = the slope of the linear relationship
expressed in dollars and cents per
point

x = the number of evaluation points at
any given level (or middle point value
of a point range)

= the constant dollars at that level at

which the line intercepts 0 points

Preserving Equity In the Allocation of Classes to Pay Grades

1. Each class specification (or unclassified position description)
should be evaluated using the Hay Guide Chart, Profile method
of evaluation.

2. Each evaluation should be the concensus of three individuals.

3. Each evaluation must fit logically within the stucture of eval-
uations provided with this report (see supplement).

4, The disposition of appeals or challenges to evaluations (and ultimately
the allocation of pay ranges) should rest solely on the proper
application of steps 1, 2 and 3 above,



Validating the Classification. of Individual Employees

1.

Exceptions to class specifications and unclassified descriptions
reported by individual employees or agencies require the sche-
duling and conduct of field audits.

Audits should result in one of several actions: reclassification
to an existing class (and its evaluated points), retention of the

currently assigned class (and its evaluated points), or develop-
ment of a new class specification (and the evaluation of the con-

- tent of the new class). Notification of the employee and the

agency of the result is required.

15 percent of all established classes should be scheduled for
audit each year on a rotating basis.

Audit procedures, e.g., sampling, interviewing, questionnaire
issuance and reviews, should follow those outlined in Section XI
and detailed in the Appendix of the report.

Supervisors, Bureau Heads, and when appropriate, Agency
Heads should review and attest to the accuracy and essential
completeness of the definition and example of work parts of

class specification and descriptions covering reporting positions.

Increasing Salaries when Ranges Increase

1.

Across the board increases of actual salaries of individual
employees should be timed to take place only when the salary
structure is changed.

The amount of increase should be precisely the same as the
increase in the step occupied by each employee.

No employees' salary should be increased beyond Step Y of the
assigned pay range.

Increasing Salaries when Individuals are Promoted or Reclassified to

Higher Pay Grades

1.

If the employee's rate of pay in the previous positions was less
than Step A established for the class of the new position, the
rate of pay shall be advanced to Step A for the class of the
new position; or if this represent an increase of less than 5
percent, the rate of pay shall be advanced to Step B for the

44



45

Increasing Salaries when Individual Employee Performance is Meritorious

class of the new position.

If the employee's rate of pay in the previous position falls be-
tween Steps A and Y to the class of the new position the rate
of pay shall be advanced to the next higher step, or if this re-
presents an increase of less than 5 percent, the rate of pay
shall be advanced to the next highest step which equals or ex-
ceeds a 5 percent increase in rate of pay.

No employee's salary should be increased beyond Step Y of the

. assigned pay range.

1'

Salary increases within guidelines and merit budgets may be
initiated by the immediate Supervisor, subject to the final ap-
proval of the Agency Head or his delegate.

Employee salaries will be reviewed annually, and if perfor-
mance is meritorious, salary increases may be authorized
effective with the employee's position entrance anniversary,

Salary increases for meritorious performance will normally
amount to an increase of one step.

Immediate Supervisors may recommend and Agency Heads
may approve increases of two steps, and/or increases more
often than once a year, but not more often than twice a year.

Increases for meritorious performance in excess of, or more
frequently than, those described in Steps 2, 3 and 4 may not be
implemented without approval of the Personnel Director or his
delegate, for classified employees, and the Director of the
Office of State Employee Relations or his delegate for unclass-
ified employees.

No employee's salary should be increased beyond Step Y of the
assigned pay range.

No salary increase should be less than one step. Each agency
will document the meritorious performance justifying each
salary increase authorized for employees assigned to that
agency, and forward a copy of this documentation together with
a notice of the salary increase to the Personnel Department.



8.

The Personnel Department will audit all authorized increases
for conformance to guidelines and merit budgets.

Limiting Merit Increases

1.

Budget = Agency payroll

Each budget control agency will budget limited merit increase
funds annually (less funds than those required to grant each
employee with a merit increase), Budget control agencies are
those with 30 or more employees.

- Agencies with less than 30 employees will be budgeted together,

in the aggregate, by the the Budget Bureau.

Budgets for each budget control agency (and the aggregate bud-
get for the other agencies), will be calculated using the follow-
ing formula:

(beginning of year) =

Average ‘Step Rate-State
Average Step Rate-Agency X

Note: The . 03 factor could vary from year to year from
.01 to . 04 based on State-wide considerations of ex-
pansion or contraction.

In the event of a reduction in force in any agency, the budget
will be recalculated, pro rata for that budget year.

Other Salary Changes

1.

2.

Normally, employee salaries will not change as the result of
a lateral transfer, or a reduction in pay range resulting from
actions or conditions beyond the employees control.

Salary reductions shall not be employed as a disciplinary
measure.

.03

Starting Salaries(other than through promotion or other forms of transfer)

1.

2.

Step A of a class shall normally be paid upon appointment to
the class.

Appointing authorities may authorize appointment at steps B or
C, with documented justification reported to the Personnel
Department.
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Appointment at Step D or higher requires approval of the Per-
sonnel Department for classified employees, and the Office of
State Employee Relations for unclassified employees. -

No employee shall be appointed to a salary lower than Step A
of the pay grade assigned.
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ORGANIZING FOR COMPENSATION AND CLASSIFICATION

The functions of compensation and classification in state government
can be defined as follows:

Compensation ~ Those activities which affect the levels,
structures, policies, procedures, programs, plans, and
costs of remunerating employees with cash and noncash
rewards.,

Classification - Those activities which affect the assign-
ment of class titles to individual employees, and the
-allocation of individual classes to existing pay grades.

The State of Maine accomplishes these functions currently through
such organizations as the Personnel Board, Personnel Department,
the Maine State Retirement System, the Agencies, and ultimately with
the concurrence of the Governor and the Legislature.

The establishment of the Office of State Employee Relations has added
an additional organization unit with concerns relating to both compensa-
tion and classification.

Employees as individuals have a stake in the performance of classifi-
cation and compensation functions. Organizations representing em-
ployees have an interest, and will become increasingly influential in
dealing with the broad issues, and individual employee problems, in-
volved in compensation and classification.

The consultants, based on interviews, and review of reports prepared
by others, have found:

e The process of classification, reclassification, and range
change decision making is too cumbersome.

e There is no focal point in the State for planning and re-
- searching compensation.

e The Personnel Board is burdened with administrative de-
cisions and is currently unable to devote adequate time
and effort to policy or program.

® Medical Insurance programming, policy and service is es-
sentially provided by sources external to State government.

e The possible merging of the Personnel Department with the
Office of State Employee Relations is still unresolved.

48



® The Maine State Retirement System operates efficiently
and responsively.

e The professional competence of the Personnel Depart-
ment is questioned. '

® Input from Agency management into compensation policy
formation appears to be uneven.

e There is no organization unit assigned accountability for
policy and administration of unclassified employee salaries.

Given these findings the consultants recommend the following alloca-
tion of accountability for classification and compensation:

1. Personnel Board - Assume a purely advisory role, and
relinquish its administrative and decision-making tasks regard-
ing classification and compensation.

2 Personnel Department - Administer the classification
function by:

® Maintaining up-to-date classification records and class
specifications.
° Conduct field audits to verify or develop class specifica-

tions and to prepare unclassified position descriptions.

° Train agency representatives in making field audits and
writing class specifications.

® Review and edit class specifications prepared by agency
representatives.
° Review, endorse or challenge evaluations of the content

of class specifications unique to individual agencies, and
carry challenges through to final disposition.

® Independently evaluate the content of multi-agency classes and
support evaluations through any subsequent challenges or
appeals to final disposition.

® Allocate classes to pay ranges based on job content points.

® Provide management committees, and participants in ap-
peal processes with all necessary specifications, and
classification information.
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3. Office of State Employee Relations - serves as the focal
point for compensation planning and research by:

e Establishing a compensation .planni'ng and research unit.

e Developing information sources and conducting surveys,
studies, cost analyses, and drafting policy proposals for
cash and noncash compensation of classified and unclass-
ified employees.

® Maintain records and administer salary policies for un-
classified employees, using position descriptions provided
by the Personnel Department.

e Representing management in the presentation of classifica-
tion appeals by union represented employees to the State
Employees Appeal Board.

4. Agency Management - Participate in the formation of policy,
and in individual classifications by:

® Serving as members of a standing Compensation Policy Com-
mittee (rotating membership with the Chairman appointed
by the Governor, and with the Directors of the Personnel
Department and the Office of State Employee Relations as
ex-officio members). The main purpose of the Committee
is to review or initiate policy studies, review pertinent
research and survey data, and advise the Governor on re-
commended classification and compensation policies and
programs. A secondary purpose of the Committee is to
hear and act on classification appeals initiated by Agencies
and by employees not represented by a Union.

e  Independently evaluating the content of class specifications
unique to their respective agencies, and support these
evaluations through any subsequent challenges or appeals.

e Providing qualified individuals to conduct field audits and
prepare class specifications.

5. An Objective Arbitration Panel - To hear and act on class-
ification appeals presented on behalf of Union represented employees.
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6. Maine State Retirement System - To assume accountability
for the administration, communication, and service to all State
employees for all noncash benefit programs, including medical
insurance; and to:

e Supply the Compensation Planning and Research Unit, and
the Compensation Committee, with all necessary informa-
tion, advice and counsel regarding noncash compensation.

7. Governor (Executive Office) - To provide broad policy
guidelines for policy development, compensation levels, and
program priority, and to:

° Approve specific evaluations of positions held by appointed
unclassified officials reporting to department heads.

e Approve specific compensation policies, benefit programs,
and salary structures.

e Establish performance standards for reward of top level un-
classified employees (other than those whose salaries are

regulated by the Legislature).

8. Legislature - To continually monitor effectiveness of com-
pensation policies and programs, and to:

e Approve specific evaluations for positions and classes with-
in the Legislative Staff.
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REALLOCATION OF CLASSES BASED ON MEASURED JOB CONTENT

The State of Main