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M E M O R A N D U M
TO:
    Cabinet Secretaries and Human Resources Advisory Council
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FROM:     Paul Dietl, Chief Human Resources Officer  
DATE:
    September 9, 2008

RE:

    Management Compensation Review 2008-09 

Recent memos from the Executive Office for Administration and Finance have indicated that current economic trends make it critical for Executive Branch agencies to identify areas of the FY09 budget where spending can be reduced.  Other states are facing the same dilemma.  As of August 2008, 29 of 50 states in this nation indicated they are facing serious fiscal deficits due to projected decreases in tax revenues.  Since the Commonwealth’s fiscal condition will be unclear for several months to come, the October 1, 2008 initiation of the Merit Compensation Review (MCR) process, the process for effectuating managerial merit increases, will be postponed. 

After we will have reassessed the condition of the state’s fiscal deficit, we will notify everyone in late November, or early December, 2008 of the status of managerial merit increases.  The annual merit increase process for Technical Pay Law (TPL) employees will be postponed, as well.  

It is very important that agencies maintain the integrity of the performance management review process (ACES) even though we are postponing the implementation of MCR at this time.    

With ACES, managers are expected to write performance reviews, determine performance ratings, and communicate with their direct reports about the performance evaluations just as has been done in prior years.  

In the next few weeks, HRD will be distributing worksheets to agencies for entering each manager’s performance rating.  As is customary with the rollout of MCR, any agency that fails to return completed ACES worksheets to HRD by Monday, November 3, 2008 will be ineligible for FY09 MCR increases that may be implemented later in the fiscal year.

Completion of the ACES process requires the same procedures as was used last year.  The noteworthy change in ACES that deserves repeating is that the performance ratings “Fully Meets Expectations” and “Fails to Meet Job Requirements” ratings had been substituted with the ratings “Successful Performer” and “Satisfactory”.  
The FY09 ratings distribution guidelines follow:

	Performance Rating

	Exceptional
	Highly Effective
	Successful

Performer
	Satisfactory
	Below Expectations

	5-10%
	25%-35%

25%-35%
	35%-45%

35%-45%
	15%-25%
	0-3%


Performance distribution percentages in the chart above are guidelines for most of the rating categories.  However, there is a 10% cap on the number of managers who may receive an “Exceptional” rating.  As in the past, HRD reserves the right to request agencies with performance rating distribution percentages that vary significantly from the above guidelines to resubmit their performance ratings.   

Its employees are the Commonwealth’s most important assets.  During this difficult economic period, we strongly recommend that agencies consider alternative methods of providing management employees with non-monetary forms of recognition for their important contributions to the operation of state government. 

Please feel free to consult with HRD’s Policy Group on alternative methods of acknowledging performance.
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