°*2 ITn the Loop

February 19, 2009
Cost Reductions Affecting Executive and Management Service Announced

This morning, Governor Kulongoski announced administrative actions he is taking to
create savings in the state budget. These actions affect only management and executive
service employees in most executive branch agencies including OYA.

For easy reference, I’ll just group us together as “managers” in this message.

Furloughs:
Between March 1 and June 30, all managers must take some furlough days. The number
depends on their salary ranges:

e Tier 1- Salary Range 19 and below

o 1 furlough day (1.2% pay cut during the 4 month period
e Tier 2 - Salary Range 20-32

o 2 furlough days (2.3% pay cut during the 4 month period)
e Tier 3 - Salary Range 33-37*

o 3 furlough days (3.5% pay cut during the 4 month period)
e Tier 4 — Salary Range 38 and above*

o 4 furlough days (4.7% pay cut during the 4 month period)

*Salary range 33 and above employees can choose to take an equivalent pay reduction in lieu of furlough

There will be no impact to health insurance, vacation, and sick leave. PERS contributions
will be reduced proportionately. The furloughs apply statewide.

Salaries:

Between March 1 and June 30, managers’ salaries will be frozen. Additionally, after
February 28, no step increases will be given. Managers who received the new step 10
increase made effective July 2008, will see that rolled back to step 9 levels.

2009-2011 Biennium:
The Governor anticipates that it will be necessary to carry over into next biennium the
types of administrative actions taken this biennium.

Although decisions on furloughs have not been made, it is expected that they will
continue. Agencies will likely be asked to schedule full office closures rather than
floating furlough days ordered this biennium. Agencies with 24/7 operations will have
latitude to best accommodate furlough scheduling.

It is anticipated that a salary freeze will continue as well.
I am attaching a PowerPoint presentation used this morning in the meeting of agency
heads. A link to the Governor’s news release can be found here.

Bobby


http://governor.oregon.gov/Gov/P2009/press_021909.shtml




2007-2009

Cost Reductions 
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Executive and Management 

Service







Furloughs



		2007–2009 furloughs will be implemented beginning March 1, 2009 through June 30, 2009





		4-tiered approach





		No impact to vacation and sick leave accrual









Furloughs, cont.



		No impact to employer’s contribution to  health insurance premiums





		Public Employee Retirement System (PERS) contributions will be reduced based on reduction in pay





		Applies statewide and to all fund types









Furloughs, cont.



		For the 2007-09 biennium furloughs will be implemented on a float day basis, not a scheduled day basis





		Impacts Fair Labor Standards Act (FLSA) exemption for pay purposes









Furloughs, cont.

2007 – 2009





		Tier 1 – Salary Range 19 and below

		1 furlough day (1.2% pay cut during the 4 month period)





		Tier 2 – Salary Range 20-32

		2 furlough days (2.3% pay cut during the 4 month period)





		Tier 3 – Salary Range 33-37

		3 furlough days (3.5% pay cut during the 4 month period)





		Tier 4 – Salary Range 38 and above

		4 furlough days (4.7% pay cut during the 4 month period)









Furloughs, cont.



Options



		For salary range 33 and above employees can choose to take an equivalent pay reduction in lieu of a furlough day









Furloughs, cont.

Legal Authority to implement actions due to budgetary constraints is established through:



		ORS – 240.240



240.250

240.551 and

DAS State HR Policy 10.000.01







Salary Freeze

		2007 - 2009 salary freeze will be implemented March 1, 2009 through June 30, 2009





		On March 1, 2009 no additional step increases in salary will be given





		Affects only Executive and Management Service employees











Salary Freeze, cont.



		Effective March 1, 2009, the additional step that was added in the management compensation package on July 1, 2008 for Executive and Management Service will be rolled back









2009 – 2011 Biennium

		Several approaches to furloughs are expected to continue in the 2009-11 biennium





	When possible, scheduled days will be identified with full office closures



		It is anticipated that a salary freeze will continue into the 2009 - 2011 biennium











Frequently Asked Questions (FAQ’s)

What about 24 hour/7 day institutions and agencies?



		24 hour/7 day operations’ furlough days will be determined by the agency to allow for adequate coverage using float days





Why not implement on a scheduled day basis?



		Agencies will determine furlough days for this biennium due to the short timeline to implement









FAQ’s, cont.

Will furlough days be tracked?



		Yes, to ensure all agencies participate and to meet the Governor’s intent of reducing costs in state government





What type of tracking system is planned?



		The 4-tiers will have a code in the state’s payroll system through the State Controller’s Division. These codes will exempt the furloughed day(s) from affecting benefits such as employer’s contribution for health insurance premiums and leave accruals









FAQ’s, cont.

How will FLSA be designated for a week with a furlough day?



		Employees who are currently exempt from the Fair Labor Standards Act (FLSA - i.e., eligible for overtime) will be designated as non-exempt during any week they are scheduled to take furlough days









FAQ’s, cont.

What areas of state government are implementing these cost reductions?



		At this time, Executive Branch agencies, excluding the Secretary of State, State Treasurer, Lottery, Legislative Branch, Judicial Branch and the Oregon University System





		Furloughs and salary freeze will affect 844 employees in the Executive Service and 4,327 in the Management Service (these figures do not include the Oregon University System)









FAQ’s, cont.

Will exceptions to furlough days, salary freezes and reductions be allowed?



		No.  Due to the current fiscal situation of the state, furlough days, salary freezes and reductions must be taken
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