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Governor Ernie Fletcher  Legislative Research Commission Personnel Board
700 Capitol Avenue 700 Capitol Avenue 28 Fountain Place
Frankfort, KY 40601 Frankfort, KY 40601 Frankfort, KY 40601

Dear Governor Fletcher, Legislative Research Commission and Personnel Board:

Pursuant to KRS 18A.030 (2)(l), | am pleased to submit to you the Annual Report of the Personnel
Cabinet for the fiscal year ended June 30, 2004. This report will give you a thorough overview of
the functional, statistical and historical information pertaining to the services provided by this
Cabinet. We will be using these figures in conjunction with Governor Fletcher's “Strategic Planning
Initiative” as the base audit from which to launch our strategic plan.

As you well know, only the last six months of the fiscal year covered in this report represent the new
administration. During these months, we have taken several steps toward Governor Fletcher's goal
of streamlining state government. As we move forward, our plan is to execute programs that will
assist in the goal of making state government more efficient and effective.

One such step has recently taken place — the transfer of the Office of Government Training
(formerly the Governmental Services Center) to the Personnel Cabinet. The Office of Government
Training will assist in our efforts to streamline a wide variety of training by working diligently to
implement Governor Fletcher’s strategic plan for state government. This addition is just one of
many that will move our Cabinet forward in the current fiscal year.

We look forward to working with our re-organized team to better serve the people of this
Commonwealth, both internally and externally. We share the Governor’s vision in promoting
education, expanding our economic base and bringing the state back to economic prosperity. As
we re-visit our mission and goals in the coming months, our overall initiative remains: We must
restore hope in Kentucky. We know that by aligning the functions of this Cabinet with the goals of
this administration, we can do just that.

Regards,

ot

Robert Ramsey, Sr.
Secretary

An Equal Opportunity Employer M/F/D
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Core Values, Vision and Mission

CORE VALUES

. Customer Focused —\We are committed to providing quality customer service. We
striveto demonstrate responsiveness, sengitivity, and respect to thosewe serve.

. Equa Opportunity —We arecommitted to providing full and equal accessto
employment and other human resources services.

. I nnovation—We are committed to promoting the proactive use of human resources,
technol ogy, and progressivethinking.

¢ Openness—We are committed to fostering an environment inwhich all peoplehave
accessto the Commonwesal th’s human resources programs and information.

. | ntegrity —We are committed to maintaining the highest ethical and legal standardsthat
promote competence, accountability, and publictrust.

VISION

To serveasanationa mode for innovative, accessible, and respons ve human resources services.

MISSION STATEMENT

The Personnel Cabinet isdedicated to providing exceptiona servicesand leadership for effective,
efficient, and proactive human resources management systems.
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Organizational Chart (FY 2003-2004)
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Organizational Chart (Effective July 28, 2004)

Editor’snote: Thefollowing organizational chart became effective on July 28, 2004, shortly after
the 2003-2004 fiscal year ended. It isincluded hereto avoid confusion regarding the current and former
names of somework groupswithinthe Personnel Cabinet. All groupsarecalled by their current names
throughout thisreport. The Office of Government Training wasformerly known asthe Governmental
Services Center (GSC) inthe Finance Cabinet, and isanew addition to the Personnel Cabinet.

PERSONNEL CABINET

( Office of the Secretary )

1 1
Office of Legd Services

Office of Administrative Services

1
Office for Employee Relations

1
Division of Communications
and Recognition

Administrative Services Br
Systems M anagement Br

I
Division of Employee
l Benefits

Office of Government Training

Workers Communications Br

Compensation Br

— Consulting and Learning Services Br . Workplace RelationsBr
Life Insurance Br

— Administrative Services Br EmployeeAssstance | | Employee Recognition Br
— Computer and Technical ServicesBr Br
T 7 ' '
Department for Personn
e | Department for Employee Insurance
Adminigtration I Ploy!

Division olf Employee Division (l)f Staffing | Division olflnsurance Division of;?mancial and
Management Services | Adminigration Data Services
R;nggnd Employment | MembeéSerwc% — DataAnalysisBr

ecoras Br Counseling Br | ”r - -
Payroll Br | Enrolfment Financial
|| Applicant Processing | Information Br Management Br

| | Classfication and Br | e—e—e—ee—ee—ee—e— = 1
Compensation Br r— -~ - —--—-—-—-—===== b ]
Register Br Kentucky Public Employees_Deferred
| Performance Mgt Compensation Authority

Br

Staffing AnalysisBr

Investments and Records Br
Payout Counseling Br
Participant Services Br

Recruitment Br
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Responsibilities

Office of the Secretary

The Office of the Secretary provides executive policy and management support to the depart-
ments, officesand divisionsof the Cabinet; promul gatesadministrativeregul ations, advisesthe
Personnel Board on matterspertaining to the classified service; conductsinvestigationson al
mattersrelating to the personnel lawsand rules; preparesbudget estimatesfor support of the
personne system; providespersonne servicesto unclassified employeesaccording to agency
agreements; and providesfor such other servicesasareenumerated in KRS 18A.030.

Equal Employment Opportunity Unit

TheEqual Employment Opportunity Unit monitorsthe progressof the State' sAffirmative
Action Plan and reportsto the Cabinet Secretary semi-annually on that progress. The Unit
also assistsagenciesintheir recruiting effortsto meet or surpassthe affirmative action goals,
providestechnical ass stanceto state agenciesin theinvestigation of discrimination com-
plaintsand providestraining on EEO, Diversity and Sexua Harassment Prevention.

Kentucky Public Employees Deferred Compensation Authority

TheKentucky Public Employees Deferred Compensation Authority isavoluntary supple-
mental retirement benefits program availableto Kentucky public employees. (Thisincludes
employeesof state government agencies, public school systems, state universitiesand local
government entities.)

Office of Administrative Services

The Officeof Administrative Servicesisresponsiblefor overseeing internal operationsand
personnel management for the Cabinet. In additionto coordinating I T (information technol -
ogy) effortsat the cabinet level, the Executive Director servesasthe Cabinet’s Chief
Information Officer (ClO) and representsthe Cabinet in this capacity at the statewidelevel.

Administrative Services Branch

TheAdminigtrative Services Branchisresponsiblefor the Personnel Cabinet’sbudgeting,
accounting, purchasing, property management and payroll administration.

Systems Management Branch

The Systems M anagement Branch isresponsiblefor overseeing the computerization of the
Personnel Cabinet aswell asfor providing thetechnical support requiredto keepthel T
solutionsoperational.

Office of Legal Services

The Office of Lega Servicesisresponsiblefor overseeing al lega servicesfor the Cabinet.
Inaddition to providing legal servicesto the Personnd Cabinet, including draftinglegal

4 2003-2004 Personnel Cabinet Annual Report



Responsibilities

pleadings, memoranda, statutes, regulations, and lega opinions, the Genera Counsdl
representsthe Personnel Cabinet and itsemployeesin administrative hearingsandtrias;
servesas Custodian of Recordsfor the purpose of the Open RecordsAct; consultswith
other agency officialsand employees on the enforcement and application of stateand
federal lawsand regul ationsgoverning employment; testifiesbeforel egidative committees,
conductstraining; and servesasan expert witnessin trialsconcerning the State Merit
System.

Office for Employee Relations

Division

Division

Thisofficeincludesthe Executive Director’s Officeand two divisions. Themain god of the
Executive Director’ sOfficeisto provide executive leadership to Employee Relations
programsand staff. In addition to theregular dutieswithin thetwo divisions, thisoffice
coordinates new employee orientation and the Personnel Cabinet’sannua Employee Day,
whichispart of Public Employee Recognition\Week. In addition, thisoffice coordinates
logisticsfor theannua Governor’sEEO Conference (themgjor training event for EEO
counselorsand coordinators, personnel executivesand managers) including registration,
development, and the scheduling of 18 workshopsand 3 general sessionsfor morethan
400 participants.

of Communications and Recognition

Thisdivisonisresponsblefor the Employee Suggestion System, the Career Service Program,
the Personnd Answer Lineand the Kentucky Employee Mediation Program. These programs
areavallableto al state employees. In addition, the divis on publishes Commonweal th Com-
muniqué, anewd etter for al state government employees, and the Personnel Per spective, a
monthly newdetter for Personnel Cabinet employees. Staff also providestechnical assstance
andtrainingon ADA (TheAmericansWith DisabilitiesAct) to employeesof the Personnel
Cabinet and, upon request, to employees of other state agencies.

of Employee Benefits

Thisdivisonisresponsiblefor the Life Insurance Program, the state employees Workers
Compensation program, the coordination of the State Safety Program, the Kentucky Em-
ployeeAssistance Program (KEAP), and the administration of the Sick Leave and Annual
L eave Sharing Programsand the Family Medical LeaveAct (FMLA). Many of these pro-
grams al so serve employees of other governmental entities, such aslocal school districts,
universties, and other loca governments.

Thisdivision asoincludestheAdoption Benefits Program, which assists Executive Branch
state empl oyeeswith reimbursement of eligible expensesincurred inthe adoption of achild.
During FY 2003-2004, thedivision approved 20 applicationsfor reimbursement of ex-
pensesthat totaled $57,811.42. Thisbringsthe programto atotal of 85 approvals, totaling
$243,272.34 sinceitsinception.

2003-2004 Personnel Cabinet Annual Report 5



Responsibilities

Office of Government Training

The Office of Government Training isanew addition to the Personnel Cabinet and consistsof the
former Governmenta Services Center (GSC). OGT retainsitsformer mission of providing trainingto
state employees, and itsofficesremain on the campus of Kentucky State University in Frankfort.

Department for Employee Insurance

Division

Division

The Department for Employee Insuranceisresponsiblefor overseeing the Commonwesdth
of Kentucky’sPublic Employee Hedlth Insurance Program aswell asthe Flexible Spending
Account Program for state empl oyees. The Department for Employee Insurancea so
supportsthe ongoing effortsof the Kentucky Group Hed th Insurance Board and the
EmployeeAdvisory Committee. Thisentailsworking with the employeesof stategovern-
ment, boards of education, health departmentsand other quas agenciesin the devel opment
of recommendationson thefuturedirection of the Program.

TheExecutiveDirector’ sOfficeind udesthe Executive Director, Deputy Executive Director and
Genera Counsd, dl of whomreport directly tothe Secretary of the Personnel Cabinet. The
Executive Director’ sOfficeischarged with overseeing themission of thedepartment anditsdaily
operations.

of Insurance Administration

Thisdivision congstsof two branches, theMember ServicesBranch and the Enrollment Infor-
mation Branch. TheMember ServicesBranchisresponsblefor providing customer serviceto
employeehedthinsurance members, working with the open enrolIment processtoimproveits
adminitration, educating membersregarding empl oyee hed thinsurance, and performing other
related hedthinsurancefunctions. The Enrollment I nformeation Branch devel opsand maintainsan
ligibility databaseof employeehedthinsuranceinformationonal participantsinthe Public
EmployeeHedth Insurance Program, aswell asfor other related hedlthinsurance services.

of Financial and Data Services

Thisdivisonaso consstsof two branches, the DataAndysisBranch and the Financid Manage-
ment Branch. TheDataAnadysisBranchisresponsbilefor overseaingtheassessment of the
current Group Health Insurance Database. Thebranch dso anadyzes, evaluates, andinterprets
hedthinsurancedatafrom all available sourcesand preparesreportsbased onthedatafor
ditributionto gppropriateindividua swithin and outs dethe Personnd Cabinet. TheFinancid
Management Branchisrespongblefor theimplementation of premium billing and reconciliation of
premiumsduetothehedthinsurancecarriers. Itisa soresponsiblefor collection of adminidrative
feesand theadminigration of theFlexible Spending Account Program for state employees.

2003-2004 Personnel Cabinet Annual Report



Responsibilities

Department for Personnel Administration

Division

Division

The Department for Personnel Administration consstsof the Division of Employee Manage-
ment and the Division of Staffing Servicesaccounting for eight brancheswith morethan 70
employeesworking together to provide excellent customer serviceto employeesand appli-
cantsfor employment.

Thedepartment isresponsiblefor employment counseling, applicant processing, maintaining
and updating selection criteria, mai ntai ning empl oyeerecords, creation of job classifications
and salary computations, operation of the state payroll system and the state’s performance
evauationsystem.

of Employee Management

Thisdivison preparesand maintainsjob classfication and compensation plansfor Sateemployees
covered by Chapter 18A, including thereview of dl personnel positionactions, job audits, revison
of classspecifications, and sdary surveys.

of Staffing Services

Thisdivison hasfivebroad areasof respongbility: gpplicant processing, gpplicant counsding, re-
cruiting, examination congtruction, and register maintenance. Withintheseareasarethedutiesof
examination research and devel opment; review of personne actionsfor minimum requirements,
provision of information concerning state government employment, adminisiration, grading and
processi ng of examinationsto gpplicantsand employees, maintenanceof register files, verification
of goplicantinformeation; and certification of meritregigers.

2003-2004 Personnel Cabinet Annual Report 7



Accomplishments

Office of the Secretary

Personnel Cabinet Secretary Bob Ramsey ( back row, center), Deputy Secretary Bob Wilson
(back row, left) and the staff of the Secretary’s Office

Cooperative Education and Internship Program

The Officeof the Secretary’ s K entucky State Government Cooperative Education and
| nternship Program continuesto be successful and has adatabase of approximately 700
activegpplicants.

Theprogram not only hel psagenciesmeet their short-term staffing needs, but it al so serves
asarecruitment tool for agencieswith difficult-to-fill vacanciesthat require special skills.

Applicationsarereceived year round from students, state agenciesand educational institu-
tions. Word-of-mouth isthe program’sbest advertising, but staff membersal so attend
career and recruitment fairsduring the year to secure applicantswith specific mgjors.

Approximately 75% of the partici pants are studentsfrom collegesand universities, 15% are
studentsfrom high schoolsand 10% are studentsfrom vocational/technical schoals.

Frankfort’sKentucky State University continuesto servethe programwell in recruitment
efforts. KSU’ sapplicantsinclude studentsin numerouscritical skill areas, such asengineer-
ing, pre-engineering, biology, chemistry, computer science, political science, accounting and
crimina justice.

Thereisal so abroader geographiclocation of participating educational ingtitutions. For
example, educationd ingtitutionsinWestern Kentucky are providing the state’ sfield offices
with high school and college studentsfor both short-term assignmentsand to meet critical
daffing needs.

The Co-op/Intern Program provides K entucky’ s studentsthe opportunity to obtain practical
on-the-job experiencewhile earning academic credit as part of their educational experience.

8 2003-2004 Personnel Cabinet Annual Report



Accomplishments

Office of the Secretary

It dso givesthem agreater opportunity for full-timeemployment after graduation.

The programisseeing anincreasein requestsfor recent Co-op/Intern graduatesfor pos-
siblefull-time employment. Studentsrecogni zethe program asan ongoing resourcefor
employment with outside organi zationsand busi nesses, aswell aswith state government.

Equal Employment Opportunity Office

The State Equal Employment Opportunity (EEO) Officeisresponsiblefor theAffirmative
Action Planfor state government and the actions pertained within. The Office provides
training on EEO and on Diversity and Sexua Harassment Prevention. The EEO Officeis
the central recruiting coordinator for al of state government and it maintainsthe Minority
Job Bank for applicantsand agencies. Theoffice has assumed administrative oversight of
the Governor’sMinority Management Trainee Program.

Minority and female employment isonemagjor areaof emphasisinthe EEO Office.

The Commonwealth of Kentucky reached itsminority employment goal for the 10" con-
secutivereporting period, whichisacontinuing record for state government. The current
percentage of minority employees (excluding Congtitutiona Offices) is8.07%. Thegod is
7.51%.

Agenciesthat havereached the minority employment goal asof June 30, 2004 are: Eco-
nomic Devel opment Cabinet, Financeand Administration Cabinet, Health and Family
Services Cabinet, Personnel Cabinet and the Office of the Governor.

Thefema eemployment percentagefor state government (excluding Constitutional Offices)
1549.86%. Thegoal is52.42%.

Agenciesthat have reached the female employment goal asof June 30, 2004 are: Eco-
nomic Devel opment Cabinet, Education Cabinet, Finance and Administration Cabinet,
General Government Cabinet, Health and Family Services Cabinet, Personnel Cabinet and
the Office of the Governor.

The Governor’sMinority Management Trainee Program has 13 participants currently
enrolled with the expected graduation date of June 30, 2005.

(Note: Seechartson pages 10 through 14.)
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Office of the Secretary

EQUAL EMPLOYMENT OPPORTUNITY DATA
BY CABINET/AGENCY
As of June 30, 2004

CABINET/AGENCY MINORITY GOAL FEMALE GOAL
7.51% 52.42%
COMMERCE CABINET 4.64 45.07
ECONOMIC DEVELOPMENT CABINET 8.62 57.76
EDUCATION CABINET 711 60.15
FINANCE & ADMINISTRATION CABINET 7.76 52.22
GENERAL GOVERNMENT 5.45 58.28
Department of Agriculture 5.56 3.70
Office of the Attorney General 8.04 5.23
Auditor of Public Accounts 4.00 59.20
Office of the Governor 9.84 63.93
Office of the Lieutenant Governor 0.00 33.33
Department of Military Affairs 5.30 26.49
Department of Veterans Affairs 571 81.25
HEALTH AND FAMILY SERVICESCABINET 12.16 78.02
JUSTICE AND PUBLIC SAFETY CABINET 7.39 34.48
ENVIRONMENTAL AND PUBLIC PROTECTION
CABINET 4.84 40.71
PERSONNEL CABINET 12.14 74.27
TRANSPORTATION CABINET 7.09 19.14
STATEWIDE 7.86 49.95
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Office of the Secretary
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Office of the Secretary
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Accomplishments

Kentucky Public Employees’ Deferred Compensation Authority

TheKentucky Public Employees Deferred Compensation
Authority (Authority) isa®voluntary” supplementa retire-
ment benefits program avail ableto Kentucky public em-
ployees (thisincludesemployeesof sate government agen-
cies, public school systems, state universitiesand local gov-
ernment entities).

Kentucky’s Deferred Compensation planshavemaintained
their high ranking among Government Deferred Compen-
sation plansagainthisfisca year. Based onthemost recent
survey dataprovided by the National Association of Gov-
ernment Deferred Compensation Administrators
(NAGDCA) for IRC Section 457 Plans, the Kentucky
Authority is21st inthe nation, bothintermsof 457 Plan Executive Director
assetsand in the number of participants, andis8th with Robert C. Brown
respect to the 401(k) Plan. Also, aseparate report indi-

cates Kentucky ranked 9thin assetsand 8thin participantsfor those statesreporting both 457
and 401(k) Plans. According to the NAGDCA survey, Kentucky continuesto rank ahead of
severa more popul ous states.

To further emphasi ze the magnitude of the Kentucky program’ssize, an articlein Pensons&
I nvestments magazine, which surveyed thelargest 1,000 public defined contributions plans,
ranked K entucky Deferred Compensation asthe 25" largest programin termsof total plan
assets.

During Fiscal Year 2003-2004, theAuthority Board:

1 Elected to maintain the existing participant asset fee schedule. Thiswasdueto the continuation
of turbulent market conditionsaswell asparticipants requestsfor thetransfer of asubstantia
amount of assetsto the variousretirement systemsto purchase service credits. Thisisthe 2
consecutiveyear the Board was unableto authorize a participant fee reduction. However, fee
reductionswere authorized in 6 of the previous 8 yearsand that hasresulted in arecurring
annual savingsto participantsof approximately $3.1 million. Thetota accumulated annual
savings hasnow reached gpproximately $14 million.

2. Reduced theAuthority’sFY 2004 record keeping costs by approximately $350,000 dueto
the‘ not to exceed’ maximum fee provision previoudy negotiated with therecord keeper.

3. Amended and restated the 457 Plan document to comply with final 457 Plan regulationsre-
leased by the Internal Revenue Service (IRS). TheAuthority isnow inthe process of submit-
ting the amended and restated document to the IRSfor aPrivate L etter Ruling.

2003-2004 Personnel Cabinet Annual Report 15



Deferred Compensation Authority

Developed anew market timing/excessivetrading policy to protect theAuthority program and
its participantsfrom the costs associated with market timing activity. Thisnew policy became
effectiveAugust 1, 2004 and has already identified incidents of market timing activity and
appropriate corrective action has been taken.

Achieved amajor milestone on December 31, 2003 when the Authority’s plan assets sur-
passed $1 billion. Only aselect number of state planshavereached the $1 billion in assets
plateau. Thisisespecially noteworthy since over the past severa yearstheAuthority has
transferredin excess of $100 millionin assetsto the various defined benefit retirement plans
for the purchase of servicecredits.

Received for an 8" consecutive year an outstanding achievement award from NAGDCA.
Kentucky istheonly stateto receivethisprestigiousnational recognition award for 8 consecu-
tiveyears.

Inaddition, theAuthority hasachieved yet another record-breaking year intermsof participa
tion and plan assets. Assetsat June 30, 2004 were approximately $146 million higher than at
theend of fiscal year 2003.

Thefollowing graphs, chartsand tablesrepresent the combined resultsfrom theAuthority’s
457 and 401(Kk) supplemental retirement plansthrough June 30, 2004:

e Participant Volume—Graph 1 and theaccompanying tableindicatethe phenomenda
growthratetheAuthority continuesto experience. Thenumber of plan participants
(with account bal ances) increased from 59,773 asof June 30, 2003 to 64,437 at
June 30, 2004. Thisrepresentsanincrease of 2,704 participants, or a4.5% increase asof
theend of fiscal year 2004.

*  PlanAssets—Graph 2 and the accompanying table showsthat 2003 plan assets, ona
caendar year basis, werenoticeably greater than for 2002 (2003 - $1.003 billion vs. 2002
- $892 million). Assets, onafisca year basis, haveincreased substantialy from $899
millionasof June30, 2003 to$1.045 billion on June 30, 2004, representing a$146
millionincreaseor gpproximeately 16%.

e PlanTrends—Severa important trends continued during fiscal year 2003-2004 within
the Deferred Compensation program.

I nvestments—Graph 3indicatesfor the8" timein 9years, quarterly participant
invesmentshaveincreased. Quarterly participantinvestmentsincreased sgnificantly
from $25.1 million asof June 30, 2003 to $30.6 million asof June 30, 2004. Thisis
anincreaseof $5.5 million or approximately 22%.

Plan Assets All ocation—Graph 4 and the accompanying table demonstratesthat

16
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Deferred Compensation Authority

for a9" consecutiveyear, participantsinvested moreinto themutud fundsthaninto
the Fixed Contract Fund (FCF). Thisisa sothe8" consecutiveyear inwhich
invesmentsinto themutud fundsweregreater thaninto the FCFineach quarter of
theyear. Graph 5indicatesthedlocation of assets isnow $610million (58.4%) in
thestock mutud funds, $63 million (6.1%6) inthebond mutua funds/money market
fund and $356 million (34.1%) inthe FCF. Theremaining 1.4%, or $15million,
representsinsurance company benefit accountsand participant loans.

Investments— Graph 6 demonstratesannua investmentsincreased againthisfiscal year and
totaled $114.1 million compared to $109.3 million at June 30, 2003, representing a$4.8
million or 4.4% increase. The percentage of theinvestmentsinto the401(k) Plan versesthe
457 Plan decreased approximately 2% to approximately 63%. For thefiscal year ended
June 30, 2004, the dollarsinvested in the 401 (k) Plan exceeded thoseinvested in the 457
Plan by nearly $29 million. Thisdisparity has continued to shrink primarily asaresult of the
passage of the Economic Growth and Tax Relief ReconciliationAct of 2001. Thisact has
madethe 457 and 401(k) Planslook essentially the same.

TheAuthority currently offersparticipants 36 investment optionsfrom which they can select.
Theinvestment spectrum rangesfrom conservative to moderateto aggressive. Thisspec-
trum of investments consistsof 30 mutual funds, 4 target life cyclefunds, 1 money market
fund and 1 stablevaue or fixed fund product.

(Note: See chartsand graphs on pages 18 through 26.)
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Deferred Compensation Authority

Total Participants by Year

(With Account Balances)
As of June 30, 2004

H Contributing B Non-Contributing

Graph 1
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Deferred Compensation Authority

Total Participants by Year

(With Account Balances)
1991 until June 30, 2004

1991 26,691
1992 29,146
1993 30,188
1994 32,024
1995 33,781
1996 34,589
1997 37,330
1998 41,016
1999 46,187
2000 51,099
2001 55,749
2002 58,756
2003 99,773
6/30/2004 62,437

Table 1
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Deferred Compensation Authority

Asset Growth by Year

(Excluding Life Insurance and Uninvested Receipts)

Year Assets
12/31/1991 $260,551,464
12/31/1992 $299,421,872
12/31/1993 $345,628,472
12/31/1994 $377,971,229
12/31/1995 $445,688,072
12/31/1996 $518,994,025
12/31/1997 $631,499,204
12/31/1998 $755,721,008
12/31/1999 $897,692,891
12/31/2000 $899,064,718
12/31/2001 $892,252,657
12/31/2002 $827,735,663
12/31/2003 $1,002,971,334

6/30/2004 $1,044,715,565

Table?2
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Deferred Compensation Authority

(Excluding Life Insurance and Uninvested Receipts)

Percentage Allocation of Assets

Fixed Contract, Payouts, & Loans M Mutual Funds & Variable Annuity
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Accomplishments

Office of Administrative Services

Administrative Services Branch

Fiscal Management

Adminigtrative Services again managed aseries of budget reductionsand spending restric-
tionsasrequiredin House Bill 269 and incorporated into the Budget of the Common-
wealth. Restrictionsinvolved travel, the purchase of furniture and computer equipment,
utility usage, hiring, buildingimprovementsand other discretionary expenditures. Intheface
of these reductions, the Cabinet wasableto continueall servicesto the public and to state
agenciesand employees. Fiscal staff devel oped and submitted the Cabinet’ sbudget request
to the Governor and General Assembly inthefall of 2003 and worked through areorgani-
zation of the Cabinet from cabinet to department status during thefiscal year. A subsequent
reorganization will restore cabinet status effectivein fiscal 2005 and add the Office of
Government Training to the Cabinet from the Finance and Administration Cabinet. Adminis-
trative Staff al soissued new contractsto replaceal of the Cabinet’s persona services
contracts. Expenditureswere uniformly under the Cabinet’sreduced budget during the year,
and the Cabinet continued to providefull services. (Seethe Expenditureschart on page
29)

Human Resources Management

On June 30, 2004, the Personnel Cabinet had 206 employees— including 201 permanent
full-time, 3 permanent part-time and 2 interim employees— marking anincreaseof 1
employeeover the course of thefiscal year.

Systems Management Branch

The SystemsManagement Branchismadeup of 10full time staff memberswho arere-
sponsiblefor overseeing the computerization of the Personnel Cabinet aswell asproviding
thetechnical support to keep I T solutionsoperational .

» Technologiescurrently being used include I nternet, I ntranet, Web enabled register applica-
tion; Imaging applicationsin the Register Branch, EmployeeFiles, Deferred Compensation,
Lifelnsuranceand Health Insurance; Web enabled Employee Suggestion System, Health
Insurancecall Tracking System, Storage AreaNetwork System and“MSAR” Magnetic
Storageand Retrieval.

» Technologiescurrently inthe devel opment stageinclude on-linetesting, upgrading Employee
Suggestion System to aweb enabl ed application, and upgrading the Register web applica-
tiontothelatest version.

»  Other technologiescurrently on the drawing board includeimplementation of aweb server,
Content Security Management, URL filtering, and FileNet Document Services.
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Office of Administrative Services

The Systems M anagement Branch monitorsand maintains 30 NT servers, 6 UNIX servers, 2
optica storage and retrieva devicesand morethan 200 usersinfour locations. A fifth location,
the Office of Government Training (formerly GSC), iscurrently being set up and will have
approximately 15 usersand two servers. The Systems Management Branch aso provides
support for the Web Register application and the Empl oyee Suggestion system at the agency
level. Thebranch aso maintainssevera databases, including Hedlth, Life, EEO, Co-Op/ Intern
and Inventory.

Thebranch maintains ClickHR, an employee self-service system, which allowsemployeesto
retrievetheir electronic pay stubsand check their leave balances, aswell asreview their lifeand
health benefits. It a so providesan employee profile where an employee can enter hisor her
work address and emergency contacts.

The Systems Management Branch interactswith other agenciesand vendorsto ensurethe
Personnel Cabinet iscurrent regarding technology implementation at the statelevel andinthe
private sector.

28
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Accomplishments

Office of Legal Services

During fiscal year 2003-2004, the Officeof Lega Services:.

Wrote approximately 321 Opinion Letters, memorandaor other personnel-related
documents (not including case pleadings) and responded to numerous other questionsand
inquiriesby e-mail and phonecdlls.

Reviewed, approved or consulted on approximately 717 disciplinary action | ettersinclud
ing 530 suspensions, 126 dismissasfor causeand 61 specia leaveinvestigations.

Reviewed, consulted on, and approved approximately 1,495 terminations.

Reviewed and consulted with agency attorneysand administratorswith respect to 446
appeal sfiled with the Personnel Board.

Represented the Personnel Cabinet in 137 appeal sfiled with the Personnel Board.

Processed 271 requests submitted under the Kentucky Open RecordsAct and notified
agenciesor employeesin appropriate cases.

Made presentationsto the I nternational Personnel Management Association, and training
sessions conducted by the Personnel Cabinet for personnel administrators, union negotia
torsand agency negotiators.

Served on the Management Support Team, which providesoversight for the activitiesof
the Governor’sEmployeeAdvisory Council, and negotiated Master and Unit Agreements
with €l ected employee organizations.

Anayzed and wrote comments on approximately 60 House and Senate Billsintroduced
during the 2004 Session of the General Assembly that impacted personnel issues.

30
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Accomplishments

Office for Employee Relations

Office for Employee Relations
Management: Executive Director
Rick Deason, center, Director Bill
Patrick (left), Division of Em-
ployee Benefits, and Director Tim
Harmon, Division of Communica-
tions and Recognition.

Thisofficeincludesthe Executive Director’s Officeand two divisons, the Division of
Communicationsand Recoginition and the Division of Employee Benefits. Inadditiontothe
regular duties of thosetwo divisions, the Officefor Employee Relations coordinates new
employee orientation and the Cabinet’ sannual Employee Day, whichisapart of Public
Employee Recognition Week eachfall. Inaddition, thisoffice coordinates|ogisticsfor the
annua Governor’s EEO Conference (themajor training event for EEO counselorsand
coordinators, personnel executives, and managers) including registration, development, and
scheduling of 18 workshopsand 3 general sessionsfor morethan 400 participants.

Division of Communications and Recognition

Thisdivisonincludesthe Director’s Office and threebranches, the Communications
Branch, the Empl oyee Recoginition Branch and the Workplace Relations Branch. Inaddition
tother other duties, gaff membersof thisdivison provideAmericanswiith Disability Act (ADA)
technical assstanceand training to the Personnd Cabinet and to other Sateagenciesonrequest.

Communications Branch

Edited, published and distributed Commonwealth Communiqué, a bi-monthly,
Web-based, electronic newdetter, for all state government employeesacrossthe Common-
wealth (approximately 40,000). Communiquéwas published quarterly prior to FY 2003-
04. The new bi-monthy schedul eincreased the number of issues per year fromfour tosix, a
50% increase. TheApril 2004 issue of Communiqué wasthelast Web-based issue.
Communigqué became a PDF document, distributed electronically and in print, with the
June 2004 issue.

Edited, published and distributed the Per sonnel Per spective, amonthly newdetter for all
Personnel Cabinet employees, and a so edited other publications by request.

Photographed Cabinet events and edited photosfor publication.

Compiled and edited the FY 2002-2003 Personnel Cabinet Annual Report.
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Office for Employee Relations

Employee Recognition Branch
» ThePersonne Answer Line, 1-866-PAL-LINE (725-5463), was establishedinan

effort to communi cate the Cabinet’ sphilasophy of openness. Thestaff makesevery
effort to answer questions concerning personnd issuesfor stateemployeesandthe
genera public. During FY 2003-2004, 1,928 callswereanswered.

Awardstotaing $19,845 were presented to 37 empl oyeesthrough the Employee Suggestion
System. These suggestionsrepresented afirgt-year savingsof $625,522 for FY 2003-2004.

Career Service Certificateswere processed for 1,925 employees. Recognition Certifi-
cateswere processed for 1,780 employeeswith 5 or 10 years of serviceand Service
Pinswere presented with aCertificateto 1,512 employeeswith 16 or more years of
service.

» Retirement Certificateswere presented to 1,592 retiring employees.

Workplace Relations Branch

TheKentucky Employee Mediation Program (KEMP), inthe Workplace Rel ations Branch,
conducted 32 mediations. KEMPalso received 118 requestsfor information and did 11
informational presentations, reaching 542 people

Division of Employee Benefits

Group Life Insurance Administration Branch

Thecurrent Basic Insuranceand AD& D (accidental death and disability) rate per thousand
is$0.108.

The Group Lifelnsurance Administration Branch carriesout all administrative services
including: enrollment processing, digibility database maintenance, bill generation and
payment processing, refunds, customer service, claims processing and distribution of
materids.

The contract expired on June 30, 2004. An agreement was reached with Standard to renew
the contract for oneyear with onerenewable option left for FY 2004-2005. The contract
rateswererenewed at anincrease of 10% overall to each coverage.

TheLifelnsurance Branch administersgroup lifeinsurancefor eligible employeesat 450
locations.

» State Agency 180
> Boardof Education (roster) 163
> Boardof Education (individud) 20
» Health Department 54
> Quads Agencies 33

32
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Office for Employee Relations

TheLifelnsurance Branch providesBasic Insuranceand AD& D coveragefor 143,064 employ-
ees. Inadditiontothebasic coverage, thebranch a so providesoptiond coverageto 15,559
employeesand dependent coverageto 12,632 employees.

The Branch processed and paid 321 death claims.

» 207Basiclnsuranceand AD&D Claims
Total Basic/AD& D benefitspaid: $4,830,000

»  350ptiona Insuranceand AD&D Claims
Total Optional/AD& D benefitspaid: $959,000

» 79 Dependent Group LifeClaims
Total Dependent benefitspaid: $ 722,500

» 5SeatBeltClams
Total Seat belt Claimspaid: $50,000

Workers’ Compensation Branch

To date, the Workers' Compensation Branch hasreceived and processed 5,898 First
Report of Injuriesfor injuriesoccurringinfisca year 2003-04.

TheBranch has continued to provide coveragefor approximately 95,000 employeesin
all 120 countiesthroughout the Commonwealth.

The Branch has continued to provide coveragefor approximately 30,000 volunteer
ambulance and volunteer firefightersin 118 countiesin the Commonwedl th.

TheBranch Manager provided training and education to approximately 2500 employees
(thisincludesthe supervisory training conducted by the Personnel Cabinet andthe
supervisory refreshment training.

TheBranch hasreceived and processed 49,250 medical bills.

The Branch hasreceived and processed 1,851 Temporary Total Disability Benefit
checks.

There has been $86,848.69 in subrogation recoveriesreceived during FY 2003-2004.
These creditswere deducted from the respective employer’s premium charges.

To date, Record Only Filestotaled 2,618 for Fiscal Year 2003-04.

Total number of claims set-up by thisBranch, to date, for FY 2003-04, is 3,280.
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Office for Employee Relations

» TheBranch assigned 65 claimsto attorneysfor representation beforethe Workers
Compensation Board.

» TheBranch assigned 53 workers' compensation casesto Rehabilitation Nursesfor more
detail ed case management.

Return to Work Program

* TheRehabilitation Counsel or worked directly with 29 specificem-
ployersin assisting themto return their injured employeesto work with
either temporary or permanent restrictions.

* Assgtingwithreturninginjured employeestowork hasresultedina
savingsof $273,000.00

The Kentucky Safety Program

» Coordinator performed 4 workplace auditsingpectionsfor compliancewith safety and hedlth
regulations.

 Coordinator conducted 80 ergonomic desk/work station auditsat 8 locations.
» Coordinator presented 3 ergonomic training sessions, attended by 65 employees.

» Coordinator made general safety topic presentationsfor 4 agency groups, attended by 85
staff members.

 Coordinator made 14 presentationsat Supervisors Refresher Training sessions, whichwere
attended by approximately 1,100 employees. Mg or emphasiswasthe new safety and
worker’scompensationinitiative.

» Theprogram hosted 6 bloodmoabiles, which received 504 unitsof blood.

» Coordinator made 7 workpl ace viol ence awareness sessions attended by 290 empl oyees.

» Coordinator met with agency safety staff at 12 variouslocationsto discuss specific prob-
lemsor provide assistance.

» Six advisory committee meetingswere conducted, either with the previousgroup or the
new Executive Safety Advisory Committee.

» Onefiredrill and one severeweather drill were conducted in conjunction with statewide
planning groups.
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Office for Employee Relations

Kentucky Employee Assistance Branch (KEAP)

Client Totals

During FY 2003-04, the Kentucky EmployeeAss stance Program (KEAP) provided direct
employeeassistance servicesto 1,012 state employeesand/or their family members. In
addition 4348 collateral contactswere made. (See chart on page 36.)

Agency Utilization

The cabinetsin which employeesmost often used KEAP sserviceswere: the Justice Cabinet
(16% of KEAP sclientscamefrom the Justice Cabinet), Transportation Cabinet (11%), the
Cabinet for Familiesand Children (10%) and the Cabinet for Health Services (10%). (See
chart on page 37.)

Main Presenting Issues
Theissuesmost frequently presented include: menta/emotional health (20%), supervisory
referrals (20%) and job stress (14%). (See chart on page 38.)

Indirect Contacts (Outside Meetings and Workshops)

KEAP sgtaff wasinvolved in many workshops and meetingsthat resulted in numerous
indirect contactswith employees. These contactsinclude monthly presentationsat GSC
(Governmental Services Center) on how supervisors can use KEAP asamanagement tool.
KEAP sstaff conducted workshopson varioustopics, such asLifeinthe Balance, Stress
Management and Mental IlInessintheWorkplace, in addition to Critical Incident Stress
debriefingsand Grief in the Workplace sessions.
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KEAP’s NEW CLIENT TOTALS

2003
July 102
August 93
September 87
October 81
December 51
2004
January 76
February 87
March 112
April 88
May 81
June 92
Total 1012
120 O July
B August
100 17} — | |OSeptember
80 | | | October
B November
60 1 — (O December
B January
40T | (O February
20 + | (M March
M April
0 T O May
2002 2003 OJune
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EMPLOYEE USE OF KEAP BY AGENCY

O Constitutional
Offices 6%

B DOT 11%

B Education 3%

O Families &
Children 10%

B Finance 5%

O Health Services
10%

B Justice 16%

O Military Affairs 3%
B NREP 4%

B Personnel 2%
OPP& R 3%

O Revenue 3%

O Tourism 8%
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Office for Employee Relations

KEAP'S PRESENTING ISSUES

Chemical Dependency 08%
Finances 07%
Job Stress 14%
Mental Health 20%
Relationships 09%
Supervisory Referral 20%
Miscellaneous 22%
E Chemical
Dependency
B Finances

B Job Stress

0 Mental Health

B Relationships

[ Supervisory
Referral
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Accomplishments

Office of Government Training

Duringfiscal year 2003-2004, the Office of Government Training provided servicesto the
following numbersof employees. “Duplicated totals” represent each timean individual from
that Cabinet attended aworkshop. “Unduplicated” indicateseachindividual fromthat
Cabinet that attended at | east oneworkshop.

July 1, 2003-June 30, 2004
Duplicated Totals (counted each time they attend)

Economic Development 35
Education, Arts & Humanities 333
Families and Children 405
Finance and Administration 292
General Government 997
Health Services 679
Judicial Branch 5
Justice 916
Kentucky Housing Corporation 5
Labor 264
Legislative Branch 6
Natural Resources 583
Personnel 65
Public Protection and Regulation 399
Revenue 439
Tourism 350
Transportation 1178
Workforce Development 271

7222

Unduplicated Totals(each individual counted once)

Economic Development 12
Education, Arts & Humanities 118
Families and Children 172
Finance and Administration 84
General Government 350
Health Services 159
Judicial Branch 5
Justice 296
Kentucky Housing Corporation 4
Labor 76
Legislative Branch 2
Natural Resources 112
Personnel 31
Public Protection and Regulation 110
Revenue 95
Tourism 184
Transportation 207
Workforce Development 71

2088
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Office of Government Training

Workshop Totals

Regular 235

Specials 23

Onlines 9

Total 267

CMF 101

CPM 120

Total 221
CMF Participants in all Workshops Unduplicated 141
CMF Participants in all Workshops Duplicated 505
CPM Participants in all Workshops Unduplicated 499
CPM Participants in all Workshops Duplicated | 3368
CMF Patrticipants in CMF Workshops Unduplicated 112
CMEF Participants in CMF Workshops Duplicated 420
CPM Participants in CPM Workshops Unduplicated 351
CPM Participants in CPM Workshops Duplicated 2499
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Accomplishments

Department for Employee Insurance

Mission

Department for Employee Insurance
management: Executive Director Esteva
Caise Draggs, center, Deputy Executive
Director Jill Hunter, left, and General
Counsel Marsha Morris

TheDepartment for Employeel nsurance hasbeeninstrumenta in enabling the Personnel Cabinet
to meet The Department for Employee Insurance (formerly the Office of Public Employee
Hedlth Insurance) hasbeeningtrumental in enabling the Personnd Cabinet to meet itsstatutory
dutiesand responsibilitiesin theareaof hedthinsurance, aswell asthe needsof gpproximately
226,000 hedlthinsurance participantsand 15,000 state empl oyeeswith flexible spending account
coverage. The Department for Employeelnsuranceiscomprised of the Division of Insurance
Adminigtration and the Divison of Financid and Data Services. The Department for Employee
Insurancehascrested amore customer-focused organization, whichwill provideamoreefficient,
effective, and responsive servicetoitsmembers.

Statement

Provide exemplary hedlth insurance customer serviceto thecitizens of the Commonwedlth,
state government employees, boards of education, health departments, and other agencies
asdirected.

Support state government empl oyeeswith health and dependent careflexible spending
accounts.

Receive, anayze, and maintain health insurance datato assist the Commonwed thin making
decisonsrelativeto the state health insurance plan.

The Department for Employee Insuranceisresponsiblefor overseeing the Commonwesalth
of Kentucky’sPublic Employee Hedlth Insurance Program aswell asthe Flexible Spending
Account Program for state employees. The Department for Employee Insurancea so
supportsthe ongoing efforts of the Kentucky Group Health Insurance Board and the
EmployeeAdvisory Committee. Thisentailsworking with the employees of stategovern-
ment, boards of education, health departmentsand other quas agenciesinthe development
of recommendationsonthefuturedirection of the Program.

2003-2004 Personnel Cabinet Annual Report 41



Department for Employee Insurance

Division of Insurance Administration
Member Services Branch

Thisbranchisresponsiblefor (a) providing customer serviceto the Personnel Cabinet’svari-
ouscongtituencies, i.e., the citizens of the Commonwesdlth of Kentucky and the empl oyees of
state government, local boards of education, health departments, and certain quasi-agencies,
(b) working with the open enrollment processto improveitsadministration, (c) furnishing
member education with regard to the Public Employee Health Insurance Program, and (d)
performing other rel ated hedthinsurance functions, by meansof adedicated staff of individu-
as

Enrollment Information Branch

Thisbranch developsand maintainsan digibility database of employeehedth insuranceinfor-
mation on all participantsin the Public Employee Health Insurance Program, aswell asfor
other related healthinsurance services.

Division of Financial Services
Financial Management Branch

Thisbranchisresponsiblefor theimplementation of the Premium Billing and Reconciliation
of premiumsdueto the health insurance carriers. Thiswill be accomplished through audits of
the Department for Employee Insurance’ s Group Health Insurance system. Thisbranchis
alsoresponsiblefor the collections of the Administrative Feespaid by each participating
group inthe Program aswell asthe administration of the Commonwealth Choice Program.

Data Analysis Branch

Thisbranch analyzes, evaluates, andinterpretshealth insurance datafromal available
sourcesand preparesreports based on the datafor distribution to appropriateindividuas
within and outsidethe Personnel Cabinet. Further, the DataAnaysisBranchisresponsible
for overseeing the assessment of the current Group Health Insurance Database.

The Personnel Cabinet, Department for Employee Insurance, isdedicated solely to:

>
>

>

Procuring health insurance on behalf of the Commonwedlth’semployeesand retirees,
Establishing performance standardsfor the hedlth insurance carrierswith whom the Common-
wedlth contractsfor employeehealth insurance and monitor the performance of thosecarriers,
Establishing and maintaining an eligibility database of individual s participating inthe Public
Employee Health Insurance Program, either through an insured health option or the
Commonwealth’sFlexible Spending Account (for state employees);

Educating health insurance coordinatorsof participating groupsand eligible employeesand
retirees about the Public Employee Health Insurance Program;

Providing customer servicetoindividual swho participateinthe Public Employee Hedlth In-
surance Program;

Addressingissuesraised by legidatorsregarding the Public Employee Headlth Insurance Pro-
gram;
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Department for Employee Insurance

Y

Assessing theimpact of proposed | egidation onthe Commonwed th’shed thcare program,;
Provideinput to the Commonwealth’sbudget processwith respect to the Public EmployeeHedlth
Insurance Program;

Callecting, maintaining, and anayzing enrolIment and damspayment datafromthe Commonwedth's
Health Insurance carriersthrough aconsolidated database.

Procuring dataanalysis servicesto establish and maintain acomprehens ve database of eigibility,
claims, and using datanecessary to manage the Commonweal th’s Public Employee Health Insur-
anceProgram,

Facilitating the monthly meetings of the Kentucky Group Health Insurance Board and provide
information tothe Board at itsrequest, and.

Facilitating the quarterly meetings of the EmployeeAdvisory Committeeand provideinformation
tothe Committeeat itsrequest.

During 2003, the Department for Employee Insurance

>

>

>

>

Procured, with assistancefrom the Finance and Administration Cabinet, health insurancefor
approximately 225,000 Commonweal th employees, retireesand their familiesfor Plan Year
2004. Thisprocesstakesin excessof six months, beginning with compiling the Request for
Proposal, soliciting bidsfrom healthinsurance carriers, eval uation and scoring each bid, nego-
tiationswith carriersand ending with the signing of the contractswith the health insurance
cariers.

Provided support to Insurance Coordinatorsfor 183 School Boards, 47 Local Health Depart-
ments, State Agency Coordinators, Kentucky Judicial Retirement System, Kentucky Legidative
Retirement System, Kentucky Retirement System, Kentucky Teachers' Retirement System,
Kentucky Community and Technical College Systemsaswell asnumerous Quas Agencies
participating inthe Public Employee Heal th Insurance Program.

Conducted training sessionsthroughout Kentucky training over 600 Heal th Insurance Coordi-
natorson changes and updatesto our health insurance program during Open Enrollment and

Springtraining.

Processed approximately 125,000 heal th insurance applicationsfor membersof the Public
Employee Health Insurance Program. Of that, approximately 90,000 were processedina
period of two and one-half months.

Electronically transmitted daily transaction filesand monthly synch filesto participating hedlth
insurancecarriers.

Handled customer servicecalsfrom our members.
Processed approximately 14,000 Commonweal th Choice enrollment forms.

Processed monthly discrepancy reports on Commonwealth Choice.
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Department for Employee Insurance

Conducted quarterly meetingswith the Employee Advisory Committeefor Health Insurance.

Conducted monthly meetingswith the Kentucky Group Health Insurance Board. Further, The
Department for Employee I nsurance assisted the Board with the preparation and distribution of
itsAnnua Report to the Governor, General Assembly and Chief Justice of the Supreme Court.

Continued premium reconciliation effortsfor state agencies, school boardsand the State Retire
ment Systems (KRSand KTRS).

Continued the billing and administration of Commonweal th Choice program for thoseagencies
that are not paid through the State Payroll System (UPPS).

Conducted anintensive assessment of the Group Health Insurance Eligibility Database and
procedurescurrently utilized for the Public Employee Hedlth Insurance Program.

Devel oped datawarehouse of insurance program’ sdatain conjunctionwith Health Insurance
Information Management System vendor, The MEDSTAT Group.

Devel oped analysisof healthinsurance program’s performance using above datawarehouse.

Continued theresponsibility for resolution of issueswith datatransfer to/frominsurance vendors
and participating agencies.
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Accomplishments

Department for Personnel Administration

Division

Department for Person-
nel Administration
Management: Commis-
sioner Carl Felix,
center, Director Mark
White, left, Division of
Staffing Services, and
Director Paul Herberg,
Division of Employee
Management

The Department for Personnel Administration consistsof the Division of Employee Manage-
ment and the Division of Staffing Services. Thetwo divisionsconsist of atota of 8 branches
with over 70 employeesworking together to makethe Department for Personnel Adminis-
tration an agency dedicated to providing excellent customer serviceto employeesand
goplicants.

Thedepartment’s purposeisto ensurethat individual sreceive the highest quality human
resource servicesinthe areas of employment counseling, applicant processing, maintaining
and updating selection criteria, maintaining employeerecords, creation of job classifications
and salary computations, operation of the state payroll system and the state'sperformance
evauationsystem.

Thedepartment isproud of itsachievementsin the human resourcearenaover thelast fisca
year and has established targeted areasfor improvement over the next threeyears, which
will include replacement of an antiquated Personnel/Payroll System.

of Employee Management

TheDivision of Employee M anagement housesthe Processing and Records Branch, the Pay-
roll Branch, the Classification and Compensati on Branch and the Performance M anagement
Branch. Thefunction of these branchesincludes processing Personnel Actions, assisting agen-
ciesincreating job classifications and salary computations, maintaining and overseeing the
Salary Schedule and Pay Grade Changes, running state payroll and assisting agencieswith
payroll issues, providing servicerecordsfor employees, producing documentsfor employees
that areinthe Personnd File, and administrating and overseeing the Employee Performance
Evaduation System.

Processing and Records Branch
* Processed 135,710 personnel actions.

Approximately 2,500 servicerecordswerereceived and compl eted from agency
requests.
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Department for Personnel Administration

*  Workedwith GOT toimplement new application on CICSfor entering reorganizations

so that morethan one user could enter information.
Devel oped amore efficient method of entering Position From-To (Crosswalk) listings
intothesystem.

Payroll Branch

Changed al Federa Tax Tablesfor calendar and mid-year.

Made changesto L ocal Taxesto keep updated and current.

Produced 50,000+ W-2's.

Placed Invaid Hedlth Insurance Deduction Error List on Document Direct, eliminating
tearing down and mailing to agencies.

Initiated an automatic BFM (Batch File Maintenance) after regular payroll , which
deletesany transactions not processed.

Automated dual processfor setting up a00 tax record to monitor social security
maximums.

Added personnel jobsto Scheduler and paid employeesbi-weekly inatimely manner.

Classification and Compensation Branch

Nature of Actions 2003/2004
Job Classes Revised 100
New Classes Established 21
Job Classes Abolished 20
Pay Grade Changes 5
New/Revised Special Entrance Rates 11
Class Title Changes 7
Title Code Number Changes 1

Thebedow figuresreflect 8,184 actions processed by the Classification and Compensation
Branch during FY 2004.

PositionsEstablished 5,791
PositionsReclassified 1,493
PositionsRed located 900

FY 2004 comparesto previousfisca yearsasfollows:

10,185 actionsin FY 2002 - 2003
10,708 actionsin FY 2001 - 2002
23,270 actionsin FY 2000 - 2001
23,849 actionsin FY 1999 - 2000
26,618 actionsin FY 1998 - 1999
20,791 actionsin FY 1997 - 1998
18,608 actionsin FY 1996 - 1997
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Department for Personnel Administration

In addition, the Classification and Compensation Branch reviews and approves agency
requestsfor re-organizations, position number changes, work county changes, rate changes
fromfull to part-time and part-timeto full-time, in-grade promotions and other personnel
processes. Staff communicateswith citizens, state employees, and other personne jurisdic-
tionsthroughout the Sate.

Performance Management Branch

Conducted empl oyee eval uation supervisor training and/or informationa sessionsfor approxi-
mately 1,270 supervisorsand interested employees.

Completed astatewideaudit of 2002 performanceevauations. Thiseffort resultedintheaudit-
ing of 2,574 or 9.4% of al evaluations conducted during the 2002 performance period.

With assistance of Personnel Cabinet I T staff, devel oped anew electronic databaseto
document supervisor eva uation training compliance statewide.

Expanded theinformation included on the Employee Performance Eva uation Systemlink tothe
Personnel Cabinet’sweb site. Thislink now includes® Tipsand Toolsfor the Evaluator” suchas
aSample Performance Improvement Plan, Sampl e Performance Incident Log, Modified In-
terim Meeting Documentation Form, and Recommended Expectationsfor Safety and Com-
puter/Internet Usage.

Monitored and provided assi stance to agenciesin the admini stration of the employee perfor-
manceeval uation system resulting in verification of thefollowing achievements:

> 28,528, or 97.7% of all eligible employees, met with their supervisor during the
required August 2003 interim review meeting to discusstheir work performance

progress.

> 27,842, or 98.6% of al igibleemployees, received anannua evaluationfor the
2003 performanceyear.

> 30,291, or 98.3% of al eigibleemployees, met with their supervisor to discuss
and signtheir 2004 performanceplan.
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Department for Personnel Administration

Division of Staffing Services

TheDivision of Staffing Servicesconsstsof thefollowing organizationa units:

«  TheEmployment Counsdling Branch
« TheApplicant Processing Branch

+ TheRegister Branch

« TheSaffingAnalysisBranch

« TheRecruitment Branch

TheDivision of Staffing Servicesisresponsiblefor operation of acentralized applicant and
employee counsdling program; theexamination program for state employment; the tateregis-
ter programs, including theadminigtration of layoff plansand reemployment listsasrequired by
KRS 18A.113 through KRS 18A.1132 and KRS 18A.115, 18A.130 and 18A.135; the
construction of merit examinations; and coordination of outreach programsfor recruitment of
gpplicantsand the administrativeinternship programs.

Merit Employment: Themerit employment function of Kentucky State Government, in-
cludestherecruitment, testing, and placement of competitive (new) employeesand the pro-
motion of existing employeesunder KRS 18A.005-18A.200 and 101KAR and all related
statutes and regul ationswhich rel atesto the merit staffing and employment functions of the
Commonwealth. Thiscoversadministering such satuesas, KRS 61.300 dealing with qudifi-
cations of non-elective peace officers, KRS 61.373 restoration of employeesto positions
previoudy held after being released from military duty, inaddition to other statuesand regula
tionsthat relate to the employment of individualsin 427 different state job classeswhich
requirealicenseor certificationto perform the duties assigned to the position.

I mplementation of Empower Initiatives. TheDivision of Staffing Serviceswas charged
withtheresponsbility of automating the merit employment function of the Commonwedthin
1997. Thetask wasto implement the original deliverables, listed below, approvedin 1997 by
the Governor’s Office. Theimplementation of the deliverableswas completed in 2003, but
was expanded and continuesto be refined and automated on aregular basis,

Expanded Outreach Recruiting Program: The State Personnel Cabinet and the State
EEO Officehaspartnered with 73 other state agenciesto recruit applicantsfor critical and
difficult tofill positions. A personnel program consultant isassigned from the Equal Em-
ployment Opportunity State Coordinator’sofficeto work with and assist the Outreach
Recruiting team when recruiting applicantsfor specificjob classes. Threefactorshave
been used toidentify classestargeted for Outreach Recruiting asfollows: (1) EEO Utiliza-
tion Statistics, (2) Turnover Ratesand (3) Agency Recommendations based ontheir re-
cruiting priorities. The outreach recruiting team meetsmonthly and schedulesfromforty to
Sixty outreach recruiting eventsannually at variouslocationsthroughout the state. These
recruiting eventshave ass sted agenciesin maintaining and improving their satisticsrelative
totheutilization of protected classesand inachieving their hiring goals.
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Department for Personnel Administration

Between 1997 and 2003, the new program’sinitiatives and automation of the employment
functionintheDivison of Staffing Serviceshas provided the capacity toincreasethedivison's
workload between 308-547% annually with a25-30% increasein resources asindicated by
thechart below. 1t aso hasenabled the cabinet to moveforward in meeting itsmajor god of
establishing “OPENNESS’ asit relatesto Personnel policies, proceduresand information
needed by employeesand citizens of the Commonwealthin order to participatefully inthe
Personnel system outlined under KRS 18A and 101 KAR's.

Written Examinations 31
Constructed.........ovvvvennnn.

Number of Training and Experience 2,512
Ratings...........

Applicants 13,104
Interviewed..........coo i

Mail 41,204
Processed........oooeoie

Education 28,408
VerificationS......ocovvee i

Registers 5,470
ISSUC....oo e e

Appointments from 3,375
Register......ccoovieiiiiiiiinnn,

Examinations 30,100
Processed........oooviiiiiiiiiiiiinn,

Phone 73,355
[of: 1| E T
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Employee Facts

Average Annual Salary $36,888

Executive Branch
Permanent Full-Time Employees
As of June 30, 2004

Average Annual Benefits $8,454.47

\ \ \ \
$8,454.47
Benefits L LI $2,821.93
Received $2,172.70
$3,433.92
$25.92
Total Benefits Received
M 5.89% Employer-Paid Retirement
B 7.65% Employer-Paid FICA
O Health Insurance (286.16 x 12 months)
M Life Insurance (2.16 x 12 months)
Average annual gross salary $36,888 = 81% of total compensation
Average annual benefits 8.454 = 19% of total compensation

Average annual total compensation $45,342 100%
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Employee Facts
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Employee Facts

NUMBER OF EMPLOYEES
IN
STATE GOVERNMENT
(AS OF JUNE 30, 2004)

EXECULIVE BIranCh ... .. e, 37,776
Legislative BranCh ...........oooi i 445
N0 Lo [Tl =1 I =] =1 a o] o [P TRR 3,485

Of the total permanent full-time employees in the Executive Branch:
49.79% are female

8.17% are minority

52 2003-2004 Personnel Cabinet Annual Report



Employee Facts

PERCENTAGE OF EMPLOYMENT BY RACE AND SEX

As of June 30, 2004

Executive Branch, Permanent Full-Time

Males Females Caucasians Minorities
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Employee Facts

Employee Status Summary as of June 30, 2004

Executive Branch

34.998 37,775
953 1721 0 0 52 37 14
Stat Full Stat Part  All Interim  Temporary Temporary Seasonal Seasonal Al FFTL TOTAL
Full Part Full Part
Legislative Branch
445
228
185
32 0 0 0 0 0
Stat Full Stat Part  All Interim Temporary Temporary Seasonal Seasonal Al FFTL TOTAL
Full Part Full Part
Judicial Branch
3,485
2,895
Stat Full Stat Part  All Interim Temporary Temporary Seasonal Seasonal Al FFTL TOTAL

Full Part Full Part
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Count of State Employees by Work County
June 30, 2004
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