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Minutes: Chairman Krebsbach callfl the committee to order. The clerk called the roll.
. Chairman Krebsbach opened the hearing on SB 2362 which relates to the definition of wages

and salarios for the purposes of the public employees retirement system; and to provide an

appropriation. Senator Elroy Lindaas, District 20, introduced the proposed legislaiion to the

committee. This bill is here because of concorns raised by employees at the Grand Forks State
Mill, Some of the workers 'ive in the senator's district and brought it to his attention. The
problem is 5ot nocessarily with wage levels, rather it has to do with their retirement accounts.
Hopvudommmwﬂwcaumimmwhlchwuacmmﬁonofﬂw
employees and their accounts. From this document you can see that a number of the employees

overtime is nearly 50% of their total wages. This is a cross section however even though the
" names have been removed for purposes of confidentiality. It has been reported that the choice of
o whether or not to work over time has not boen offered and is not an option. It is mandatory
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overtime. In other words somo of theso folks work 7 days a week every week. No weckends off
with family or leisure actlvities, This presents some serious morale problems naturally, He also
offered some amendments that are necossary, When this bill was drafted the legislative council
inadvertently left out some necessary language. As it appears this language is necessary to have
a complete bill in its form. Chairman Krebsbach inquired that this was run through the
interim committee, was it not? There is a report on it I believe. Senator Lindaas indicated that
a form of it was run through the interim committee. However, it was changed from that original
bill. The original bill stated all public employees and that focus was changed to the state mill
and its employees because that is where the problem appears to be, There is a change in the bill
from the original intent, Repressntative Ole Aarsvold, District 20, appeared before the
committoe as & sponsor and proponent for the passage of SB 2362. This concern came to him as
a result of conversations ho has been having with constitusnts who work at the state mill and
elevator and it is his understanding that they are required to come to work early frequently and
remain Iste froquently to carry out necessary responsibilities at the mill, The problem seems to
be that there is no provision for spocial retirement contributions or ultimately retirement benefits
for that additional labor that they are investing in their work. It seems that there is need for some
more positions at the mill if in fact we are requiring people to work these long hours. Certainly
we realize that managoment and the mill is realizing a significant savings by making this
overtime a necessary component of their work arrangement. 1 would hope that the committee
would look favorably at SB 2363 and provide a well carned benefit to those folks who work
there and contribute significant ainounts of overtime to the mills production. Larry Yarbro,
employce at the mill, appeared before the committee. He appeared on his own behalf and

J presented testimony. He indicated that he supports SB 2362. He has been employed at the mill
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s Mm oftbo North Dakots AFL-CIO. In support of the workers in the plant, he understands
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since June of 1973. As a state employee we do have good beneflts, That is why ho has stayed at
the mill and indicated that is why many others have stayed as well. Overtime call outs are
mandatory. The decreasing amount of personnel has increased the amount of overtimeo that must
be worked. For the fiscal year of 2000 he made over $16,000 in overtime, He pays taxes on his
gross income. He feels that he should get retirement on that income. When the current law was
put in piace he is certain no ono knew the impact this would have on the hourly workers, He
feels now is the time for a change and only the legislature can do this, A Do Pass on this bill is
not unreasonable. Jeff Stoa, Buxton, ND was the next person to testify before the committee.
A copy of Mr, Stoa’s testimony is attached. Senator T. Mathern indicated he wondered what
the consequence was for not working, What would actually happen to an employee who would
say | won't work over 40 hours? What is the consequence to you? Mr. Stoa indicated that you
don’t really have any choice. If you are posted .0 work, you do work unless there is somebody
elso who isn't working. Semater t. Mathern, Are you fired if you don't? Mr, Stoa, you'll be
disciplined. Sewater Dever indicated ho wondered how regular the overtime was. Is it
somcthing that you know on Monday morming that you are going to work 60 hours a week? M.
Stes indicated that the overtime at the mill is, well the mill runs 7 days a wrek, 24 hours a day.
A lot of days they have maintenance where they keep the people over for four hours for
maintensnce where they are working 12 hours a dsy. Covering for vacations they split the shifts
wp 30 We can cover for vacations. ‘There are quite a few hours of overtime. It happens quite
often whare you think you are gokiig to work an 8 hour day and as you are leaving you are told
you neod to stay for another 4 hours. Brysn Olsom, East Grand Forks, ND appeared on his own
Wf in support of SB 2362. A copy of his written testimony is attached. Dave Kemnitz,
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that overtime s part of their budget. This Is excossive, As he looks at the sltuation and he has
worked on power plants and in service jobs in the electrical industry and it seems to him an
unjust situation in that they are giving up their future scourity, it's diminished in their retirement
years for the comfort of an adequate benefit level and security their and their families, for the
bottom line of this particular plant, 8 to 10 hour days are usual 7 days a week. 12-16 hour days
are not unusual. The only days off are vacation or sick leave, That is if someone covers for you.
And they have to give that is go into overtime to cover you. Completely understaffed, As this
committee looks at it wo all sce it as something that needs a spotlight on it. Senator C. Nelson
inquired if there woro any OSHA standards that are, when you seo people caming more in |
overtime than they make in salary, aren’t there some safety standards there that might being
joopardized, Mr. Kemnitz indicated that unfortunately no. The only thing that would come
into play is when they are so fatigued that they become an injured worker, Then that comes into
place. Then there is an inspection or some other thing. There is nothing in the federal standards
acts or in OSHA or in workers comp, other than this committee looking at it, that would put a
barrier or at least # stop there. Chris Runge Excecutive Director of NDPEA and

Sect stary-Treasurer of ND AFL-CIO, she appeared in strong support of SB 2363. Even though
NDP A does not represent the mill and elevator. Quite frankly she was shocked when she saw
the amount of overtime that these folks work up there, This is a fair and just bill. Senator
Kilzer inquired if the overtime would require a contribution of 4 % of the workers wages of the
overtimo and 4% match from the state for the retirement program. Chris Runge indicated that
the state picks up the entire amount of the pension plan, the entire 9.12, It used to be 4.12 and 4
| - %. Back in the 80"s in liew of raiscs the state started picking up the entire 9.12%. Senater

’ Kilzer indicated 6bvip&glywhcn there is all this overtime it is more costly to the mill and




& hired? Mr. Bppyengcr indicated that with this expansion they were looking at a reduction
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elevator, Is there a reason they can’t find more workers, or are they limited some other way that

| thoy can’t have more people on the payroll o what is the obstacle to relief from too much

overtime? Chris Runge indicated that this is not a short term issue, This has been happening
for years, There's something that needs to be taken a look at there. Senator T. Mathern
inquired if this was an issue in other places in addition to the mill and elevator, Chris Runge
indicated she knows of no other agency with this amount of required overtime. Appearing in
opposition to the bill was Ed Barchenger, comptroller and financial manager of the North
Dakota Mill, He appeared on behalf of Vance Taylor, President and General Manager of the
North Dakota Mill and Elovator Association. A copy of his written testimony is attached. In his
testimony he indicated that if the committee elected to pass this bill he was offering amendments
to be considered by the committee. Semator T. Mathern inquired if Mr. Barchenger could
oxplain the rationale of this management polioy to have more overtime versus hiring staff. Is that
your decision and if it is, why do you do that or are we limiting you because of FTE
requirements? Mr, Barchenger indicated in the past year overtime hours are at 33% due to the
oxpansion. A lot of that has to do with the expansion. As the mill is shut down in pieces it
required additional people fill in and work longer on remaining equipment which is in use in
order to fill customers requests. Once the expansion is completed there should be a significant
reduction in the number of overtime hours, Semator T. Matkern, inquired but why do you do
this? There are records here that indicate that this goes on not just this past year, Why don’t you
hire more staff? Mr, Barchenger indicated that would be a question that could be answered by

.- the plant manager. This is something that goes beyond the knowledge of Mr. Barchenger.
: Seastor T. Mathern then asked why in the last 2 and one half years more staff hasn’t been
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bocause they are automating most of the mill which will require less manpower. With the

expansion completed they did not want to be in the position at that time to have to lay anyone
off. Once the expansion is done they will have a better idea of how large the work force needs to
be. Chairman Krebsbach inquired how many employces are at the mill at the present. Mr.
Barchenger indicated thoy are budgeted for 121, They are in the process of hiring more at this
time. Chalrman Krebsbach asked how many of these 121 are subjected to the overtime. The
majority of employees are, Senator Dever inquired what the typical number of overtime hours
is at presont, Chairman Krebsbach asked if the committee could obtain records for the past §
years 30 that the committee could a better handle on the overtime hours situation. Senator
Kilaer inquired when the remodeling will be completed. Mr. Barchenger indicated it should be
complete by the end of June, Semater Kilzer inquired if that should reduce the amount of
overtime significantly. Mr. Barchenger indicated that it should. Semator C, Nelson inquired
about the impact of this bill and if it is simply a foot in the door or what is your perception of his
bill. Sparb Cellins, NDPERS, indicated the bill as originally considered by the benefits
commitioe, a part of tho question was what affect would this have on the PERS plan? With the
payment of overtime, tho concern that the retirement plan has is the way final average salary is
determined. Final average salary is the highest 36 months out of the last 120 months, The issue
on overtime from a retirement perspective is that if you have overtime and overtime somehow is
occurring in certain months at a lovel that is 20 % higher then the regular salary and when this is
caloulated you are going to be picking up a higher final average salary than what you have been

. realistically paid. In this bill the overtime would be handled differently. Senator C. Nelson
‘indlcated that years ago there was 8 major disoussion over what defined salary or wages. Do you

m this gs tho way itis writtcn as speoific enough to prevent spiking Sparb Collins indicated
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yes because of the formula using the averaging effect. There was no further testimony in support
of, in noutral position on, or in oppositioil to SB 2362, Chalrman Krebsbach closed the
hearing at this time, It was decided that the committee would walit on this bill because the
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chairman had requested some information from the miil regarding the past 5 years of overtime,

e e

Chairman Krebsbach roted that thore were somo proposed amendments which the committee

could roview at this time, Senator Dever inquired if the appropriations committee was aware
that there is a flacal note on SB 2362 The Chairman indicated because this is a retirement fund
she didn't think it needed to go to appropriations. The committee clerk pointed out the fact that

T T S v e e

it was in the title of the bill; and to provide an appropriation, therefore this bill would need to go
to appropriations. The committeo discussed overtime and determination of pay. The standard of
time and a half pay was roviewed. Chalrman Krebsbach, Senator Dever, Senator C. Nelson,
. tor T. Mathern, and Senator Wardner participated. (Tape 3, Side A, Meter #'s 0.0-1.4),
The committee continued to discuss the amendments which had been proposed. It was decided
4 to hold this bill because the committee needed to hear from the Employee Benefits Committee.

Ca i

The committee felt they need to wait until they receive some additional information before they
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will act on this bill, February 15, 2001, Chalrman Krebsbach handed out information that was

given to her by Karlene Fine, Exccutive Director of the Industrial Commission. This information
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was the five year average of overtime for employees at the State Mill and Elevator, This

information was provided by Ed Barchenger, the controller/financial manager of the Mill and

Elevator. At this time Vance Taylor, President and General Manager of the State Mill and

‘Elevator appeared before the committee, He indicated that he would attempt to answer questions

the cpmmittee might have concerning this bill, Senator Kilzer inquired if the 121 FTE's that are

5 presently authorized are the same throughout the 5 year period. Mr, Taylor indicated the 121




| ot that or close to that 120 What's included on those sheets is union hourly and nonunion
" | hourly 99% ofthc overttmc would be worked by this group of employees. Probably a small
N amount would be worked by some of the salancd people. Senator Kilzer inquired if it looks

i - like every person is working an extra day basically, I mean like eight hours. Instead of having 80

| | employees wouldn’t it be right to have about another 20% increase to nearly 100 full time
'equiva‘lents.' Mlj. Tﬁylor indicated it could be figured that way but it really couldn’t work. Our
mill runs the same as all the other flour mills in the country, 1t’s a 24/7 operation. They have an
8 hour shiﬁ Monday through Friday. The mill runs on Saturday then that’s another 8 hours. If it
runs on Sunday that's also another 8 hours, so to add people over time those people would only
work one or two days a week, just on the weekends and they wouldn’t have enough income to
support themselves and they wouldn’t remain. The other way overtime happens is covering for
people on off shifts, Say you are working first shift in the mill and the second shift employee
that has that job calls in sick. 1t may be close to the end of your shift. Because the mill doesn’t
-shut down it’s required for us to service our customers to ask that person to stay over 4 hours and
then the person on third shift will be asked to come in four hours early. We do have some extra
p@ople that are in utility classification and for vacations and other times when people are required
o be off those people do fill in, It just wouldn't really work to add a few people to fill in and
offset ail that overtime, The only real way to do that would be to go to a four shift operation and
. that’s been tried and done by some of the mills in the country where instead of operating on 3
i eight hour shiﬂs you move to four 12 hour shifts where a person might wotk 4 twelve hour shifts,

| o Mm‘hy' Tuea,day. Wednesd esday, Thursday, and then be off for 3 days on the weekend. Under that

o t{ypozofpmm“’"" of the 4 shifts is always working 3 twelve hour shifts, We would have to go
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;' fout and hu'e a substantlal number of people to make that happen. It has been tried before and in

o tbe instances that he has expenenced it has failed because of the income being substantially

: lower versus workmg the overtime. The max, they would get would be 44 hours a week. Some
,weeks they Wduld,oply work 32 hours at straight time and they see their income dip and it
‘doesn’t go very long before they are askmg to go back to the three shift operation. Following

~ this presentation questxons were offered by Senators T. Mathern, C., Nelson, Kilzer,Wardner,
and Dever. Responses were offered by Mr. Taylor to each inquiry. (Tape 2, Side A, Meter #’s
32 to 28.3.). Senator Wardner at this made a motion for a Do Not Pass on SB 2362, seconded
by Senator Kilzer. Discussion continued with comments being offered by Senators Kilzer and
C. Nelson. Chairman Krebsbach offered some comments. She indicated that there were some
proposed amendments which had been brought before the committee. Some were offered by

* Senator Lindaas and others were offered by The State Mill and Elevator. The motion and second
were withdrawn at this time, A motion to adopt amendments with L. C. Number 10088.0401
was madé by Senator T. Mathern, seconded by Senator C. Nelson. Rol! Call Vote indicated 6
Yeas, 0 Nays, 0 Absent or Not Voting, A motion for Do Pass as Amended was made by Senator
T. Mathern, seconded by Senator C. Nelson. Roll Call Vote indicated 2 Yeas, 4 Nays, and 0

~ Absent or Not Voting. The motion fails, A motion for Do Not Pass as Amended was made by
Sﬁmtor Wardner, seconded by Senator Kilzer. Roll Call Vote indicated 4 Yeas, 2 Nays, and 0

Absent or Not Voting. Senator Wardner will carry the biil.




o 1A Stoto fiscal .nm ldentify tha state fiscal effect and the fiscal effect on agency appropriations
,‘j‘compgnd to funding levels and sppropriations anticipated under current law.
) 553:2551 gbnnlum

N 1 2001-2003 Blennium 2003:_2206310mlum
1L General Fund| Other Funds |[General Fund| Other Funds [General Fund| Other Funds
Expenditures $137,300 $130,009
Appropristions $137, $130,000
4B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political
s.lbdlvlslon. -
iaﬁ-iom Blennium 2001-2003 Blennium 2003-2006 Biennium

FISOAL NOTE

Requested by Legisiative Council
' 01125/2001

School School School
Counties Citles Districts | Counties Cities Districts | Counties Cities Districts

2. Narative: /dentity the aspects of the measure which cause fiscal impact and include any comments

_ relevant to your analysis.

g For PERS the only effect of this proposed bill will be to establish the administrative system
to collect and average overtime contributions for the State Mill and Elevator ($7,300). For
~ the State Mill & Elevator the additional contribution payments on the overtime would run

_ about $65,000 per year.

This fiscal note assumes that the provisions of this bill apply only to the State Mill &

| Elevator.

. State fiscal effect detall: For information shown under state fiscal effect in 1A, please:
A Revenues: Explain the revenue anounts. Provide detall, when appropriate, for each reveniie type
ant fund affected and any amounts included in the executive budget.

8‘ Expenditures: Explain the expenditure amounts. Provide detail, when approprlate, for each
omcy, line Itom, and fund affwted and the number of FTE positions affected.




EXpIain the appmpdatian amounts. Pravide detall, when approprlate, of the effect
on mc b/ennla/ oppraprlathn for each agency and fund affected and any amounts included in the
executive budget. : Indlcato the relstionship between the amounts shown for expenditures and
approprlarlons, R :

The reQuested appropriation authority is for PERS to pay ITD and the State Mill & Elevator
~ to pay the addmonal contnbutron amount,

%‘-‘ Sparb Collins gency: ~Public Empioyees Relirement System
Number:

~ 328-3901 ate Prepared: 01/26/2001
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Legizl;ﬁve Council Amendment Number
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MMITTEE
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ENTS. AS FOL LOWS and when so amended, recommends
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By gty
- placedonmeSlxthorderonmacalendar.
Page 1 line 14, remove the overstrike over eveﬁ&me and Insert immediately thereafter' ng[

and remova the overstrike over the overstruck comma

Paae 1, l!ne 19. aner "Qvertime” insert "earned by employees of the North Dakota mil and
ﬂﬂmmmm

4Page 2, line 7, remove the overstrike over "evertime" and insert lmmediately thereafter “other
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- must mummlm for purposes of calculsting benefits under the Public
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mmmmwuwmn .18 percent of payroll for the main system
MWWWMM:M The proposal would not affect the benefits paid
spreading the cost over the larger payroll will reduce the actuarial
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Legisiative Committee Hearing
February 8, 2001
Senate Bill No. 2362
North Dakota Mill & Elevator Association

Chairman Krebsbach and Senators:

My name is Ed Barchenger and | am Controller/Financial Manager for the
North Dakota State Mill. | am appearing today in behalf of Vance Taylor,
President and General Manager of the North Dakota Mill and Elevator

Association. | am appearing today in opposition to Senate Bill No. 2362.

Senate Bill No. 2362 amends Section 54-62-01 of the North Dakota Century
Code and requires the inclusion of payments for overtime earned by
employees of the State Mill for calculation of contributions to the Public
Employees Retirement System. This bill does not affect any state agency
other than the State Mill and Elevator.

The additional contributions required to provide this substantial improvement
to the State Mill’s Pension Plan are quite high. Depending on the number of
overtime hours worked, the cost to the State Mill to fund the proposed
additional contributions would be $66,000 to 886,000 per year. in future
years, wage increases will cause a proportlonal increase in the cost of this
proposed pension improvement.

To my knowledge no other state agency includes overtime wages earned Iin
the caloulation for pension contributions. What would be the cost to North
Dakota if other agencies follow suit with this proposed change in future

years?

PO. Box 13078 / Grand Forks, ND 56208-3078
Telophope: (701) 7957000 / Fax: (701) 951272




~ Employees who work a largs percentage of the overtime at the North Dakota
~ Mill are members of Looal Union No. 135 of the American Federation of
Grain Millers International (AFL-C10). Our present five-year collective
bargaining agreement expires on June 30, 2003. It is understood, and noted
in the agreement, that “the State of North Dakota retains the right to amend
or modify the plan without restriction or notice.” The agreement was
negotiated with substantial wage increases totaling 16.26%, over five years.
These increases would not have been contemplated had the costs of the
proposed pension plan improvement been taken into account.

Our primary concern is the increased costs to the State Mill associated with
Senate Bill No. 2362, At a time when the State is asking for a $6,000,000
transfer to the General Fund from the State Mill, the Mill will need to reduce
costs rather than increase them. We respectfully request that you not
approve this change to the North Dakota Century Code.

If it is your decision to approve this bill, | would request amendments that
would give the North Dakota Mill the authority to offer this improved pension
plan but not require the Mill to do so. This will allow us the option to
discuss this improved pension plan in the next union contract negotiations.
‘Attached are the proposed amendments for your consideration. (Exhibit A)

If it is your decigion to pass this bill as is, | would request an amendment
with an appropriation for the increased costs to the State Mill. Attached is a
draft amendment for your consideration. (Exhibit B)

Thank you for your time. | will be happy to answer any questions you may
have at this time.




Exhiblt A

Proposed Amendments to Senate Bill No. 2362
Page1 line 10, replaoe *including"” with “and may include at the request of

, | tho North Dakota mill and elevator association”

Page 1, line 19, replace “Overtime” with “Overtime, If included by the

'_Notth Dakota mlll and elevator association,”

Page 2 line 2, replace “including” with “and may include at the request of
the North Dakota mill and elevator association”

Page 2, line 11, replace “Overtime” with “Overtime, if included by the
North Dakota mm and elevator association,”

Renumber accordingly




nmz mmww

Sooﬁon 4. APPROPRIATION There is appropriated out of the mill and

‘elavator fund, not otherwiee appropriated, the sum of $170,000 to the mill and
elevator mociaﬁon for the purpose of defraying the costs of implementing this

AQt. fov the blennium beginning July 1, 2001, and ending June 30, 2003,
Renumber accordingly
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’ INDUSTRIAL COMMISSION OF NORTH DAKOTA

Governor Attorney General Commiissioner of Agriculture

MEMORANDUM

TO: The Honorable Karen K. Krebsbach, Chairman
Senate Government and Veteran's Affairs Committee
M _né Fine, Executive Director, Industrial Commission
-ebruary 14, 2001

RE: State Mill Overtime information

Attached is a summary of overtime hours worked at the State Mill for Fiscal Years 1997 -
2000. In addition the Mill staff has included the number of overtime hours worked thus far

in Fiscal Year 2001 (through January 31, 2001).

The attached information shows the number of plant employees, the average of overtime
hours worked per year and then the average overtime hours per week per employee. For
example, In 1997 the average overtime per week for each employee was 8.31 hours. On
average the plant employees worked a 48-hour week. | would point out that this Is an
average and there may be some employees who worked less and some who worked

more.

Mr. Barchenger was asked about the number of employees at the State Mill. He indicated
that the Mill was currently hiring additional personnel. | have checked with the Mill
management and two employees were hired within the last two weeks. The Mill is
attempting to hire two more employees before the end of the month. When the renovation
and expansion project is complete there will be transferring of employees within the plant.

Mill management expects that when the renovation and expansion project is completed (by
June 30, 2001) overtime hours at the plant should be reduced to approximately the 1868
level. There will always be overtine at the State Mill. The State Mill must respond to
customer demands, maintain high quality and cleanliness standards and that often

requires overtir @ hours.

Vance Taylor, the President and General Manager for the Mill will be in Bismarck this
sfternoon and tomorrow morning. (There is an Industrial Commission meeting tomorrow
moming.) If you have some questions for him, please give me g call at 328-3722.

Karlene

A Karigne K, Fine, Exacutive Director snd Secretary
 State Capiol, 10 Fioor - 800 E Boulevard Ave Dept 408 - Blerarck, NO 885080840
o E-Mallt kiine@state.nd.us

Phote: (701) 320-3732 FAX: (701) 328-2020




Nortl\ Dakota Mlll
Oerﬂme Report

' - Plant Avg OT Avg OT
Flocqi Year  Overtime Hrs. Employees  perYear  per Week
1997 36,847 83 431.89 8.31
1898 32,380 83 389.88 7.50
1809 33,822 80 422,78 8.13
2000 46,637 81 562.19 10.81

YTD 2001 31,190 83 375.78 12.28

1. Plant employees consists of all hourly union employees and electricians.

2, YTD 2001 is through January 31, 2001, 214 days or 30.6 weeks.

3. FY 1997 overtime is higher due to the work done during the flood and
subsequent cleanup.

4, FY 2000 and FY 2001 overtime is hlgher due to the Upgrade and
Expansion Project which started In the second quarer of FY 2000,




