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does your system work?

that some other agencies are.

longer have to use those local funds?

(SEE WRITTEN TESTIMONY)

Committee Clerk Signature Lm&@@
}

Minutes:Chair Carlson opened hearing for HB1334, a bill for an act to establish a state

employee compensation pool, and to provide for transfers of appropriation authority, subject to

. budget section approval.

Alan Knudson, Legislative Council: Review of section 1 and section 2. (SEE HB 1334)

Donna Thigpen, President Bismarck State College: On opposing side of HB1334.
Rep. Skarphol: Could you give us a quick synopsis of what higher education’s policy is? How
Donna: We have an amount of money for salaries, but it’s not tied to FTE positions in the way

Rep. Skarphol: Does your allocation, next biennium, or your salary line get increased so you no
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Donna: No, we have to continue, unless we generate more tuition dollars. Or, unless we get a
larger appropriations.

Chair Carlson: Where do you get the money?

Donna: So far we have been lucky to get the money, because we have worked so hard in our
enrollment. We’ve discontinued programs, and used that money to start new programs. We also
live by the amount of money we have.

Pam Sharp, OMB: OMB was specified in SB 2423 to implement the compensation pbol. We
can pull general funds, but we cannot with special and general funds. There was an Attorney
General’s opinion, and they defined a pool to be put in a common fund to be used by all. When
we tried to get all this money pooled, we actually could not pool general funds, special funds, or
federal funds. Ithink the concept will not work for this bill.

Chair Swedjan: With regard to special and federal funds, your saying you still can’t make the
transfer to a pool, if the pool is limited to use for salaries?

Pam: Correct, the money is for a very specific purpose.

Rep. Skarphol: Why could the money not be left in a pool, and build a USI for a market equity
adjustment, and not move to another agency?

Pam: They could use that for themselves, but then it wouldn’t be a pool.

Chair Swedjen: What do you do if you don’t have the dollars?

Pam: My guess is they'd have to find it somewhere else in the budget, go to the Emergency

Commissioner, and have a line item transfer from somewhere else.
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Chair Swedjan: The definition of a pool, that was rendered by the Attorney General, would not
the definition of a pool remain the same, even though that pool may reside in all of these
agencies?

Pam: We actually looked at that concept too, but the Attorney General’s opinion said no we
could not do that.

Chair Swedjan: Why can’t they be kept in each agency with an intended purpose?

Pam: Idon’t think there’s a problem compiling those funds within an agency, but those special
and federal funds could not go to another agency.

Chair Swedjan: Could you utilize those dollars, from those granting sources, that are really
attributable to salaries, and could you pool them within either of those departments?

Pam: You always have to follow the purpose of grant.

Rep. Monson: Working Budgets in the past have said OK, we got this grant very specific for
this purpose. Could we switch this money from this type of program, to this type of program, no
we can’t, because it’s specific for that brand. Federal dollars between grants sometimes can’t be
switched is what we’ve been told in the past. Is that right?

Pam: Correct.

Rep. Skarphol: The bill that was utilized last session, and what were trying to discuss now
could be multiple pools within each agency. We can find a pool and make it work within the
special federal fund guidelines.

Pam: My only point was, as the bill is written now in terms of a compensation pool.

Chair Carlson: So you already have a pool, in your new bill half of this is special funds in you

5 million. So your already pooling special funds?
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Pam: It’s just special fund authority.

Rep. Glassheim: You said 2 %2 million is what is special and federal funds for your pool?
Pam: Correct, 2 ¥4 million of special and federal fund authority.

Chair Carlson: If your creating this 5 million dollar pool, and half of it special funds, where
does the half come from?

Pam: It is in each agency.

Chair Carlson: What’s backing up the promise?

Pam: It’s whatever there source of there special or federal funds is.

Rep. Skarphol: Using DOT as an example, if they get 150,000 dollars in spending authority,
and they choose to utilize that authority, will they have to take that 150,00 dollars from other
areas within their budget for that?

Pam: Only if their available cash restricts them to do that. Their limited to their cash. When
you give them authority throughout their budget, your identifying their cash from their special
fund.

Rep. Skarphol: Revenues that exceed their appropriated dollar, they cannot do that?

Pam: That is correct, they would have to have cash beyond.

Rep. Skarphol: Now if there’s a pool that accumulates in general fund dollars in state
government, then they could in theory ask your office to access that pool, to utilize those dollars?
Pam: Correct.

Rep. Glassheim: The 500 million in DOT, they can only spend up to the money we

appropriated, now you said they can spend more than we appropriated if they have it in cash.

Pam: If you give them additional authority. -
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Rep. Glassheim: How many positions are there like this, what kind of money are we talking
about?

Alan: We are working on the vacancy report. Last one we did was in October, and there were
324 vacant positions, a total of 7.9 million dollars, and 2.3 million for the general fund.

Gordy Smith, Audit Manager: Opposing HB 1334. (SEE WRITTEN TESTIMONY)

Chair Carlson: Last season we funded a 0 and O raise, in your department there were a number
of people that received raises. Where did the money come from for those positions, and what is
your statutory authority to give those raises?

Bob Peterson: The funding came from salary dollars from turnover. My statutory authority is
when you give me my appropriation, I can use it as I see fit.

Chair Carlson: So we fund FTE’s, but you have the right to reallocate salary dollars by statute?
Bob: Once you give me the appropriation authority, I have the right to use it, as long as I don’t
exceed my line item salary appropriation within that authority.

Chair Carlson: As legislators and policy makers, you tell me you have the authority to transfer
money, but then you come in and tell me you need more money that isn’t in the recommendation.
So where do we sit on this deal?

Bob: You have a decision to make. You can either fund those two positions, or not. If you
choose not to fund them, then I will not hire.

Chair Carlson: You could have asked for salary equity. You could have asked for the
positions to be funded for critical employee full time equivalent positions. This would have been

a mechanism to help you with those two spots that now have been filled, that are unfilled, and

you don’t have any money for them, would it not?
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Peterson: Yes, a general fund pool that I could go to get more salary dollars, definently.

Irish Linnertz, Human Resource Director for the Department of Construction: In 01/03 we
were authorized 93.25 FTE’s, our budget was 9.4. In this biennium we were authorized 93.25
FTE’s, but we were reduced 183,000 dollars from the previous biennium that paid for those same
93.25 FTE’s.

Tom Freier, Deputy Director for Business Support. (SEE WRITTEN TESTIMONY)
Chair Carlson: Many different agencies have different policies on reallocating funds, merit pay,
equity adjustments, signing bonuses. There’s no uniform policy that spreads throughout all of
state government, is there?

Lauri Sterioti, Human Resources: Statutory authority does give us the authority to give those
bonuses.

Rep. Skarphol: How many positions in state government right now would you qualify as
critical to us, positions unable to be filled?

Lauri: Icould get those numbers for you.

Chair Carlson: Why isn’t there a standard policy for equity, for reallocating funds? What can
you reallocate, and what can you not?

Lauri: In the administrative rules we do have Definition of Equity, and guidelines. We tell
them that they cannot give equity adjustment beyond a certain percentage.

Renee Gall, Human Resources: When we dq equity, we often do the bonuses program. We
have lost a lot of people to other agencies, a lot of agency hopping, because of money.

Arvy Smith, Health Department: We have some serious salary issues. We have at a minimum

20% below market equity.
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Chair Carlson: When you said you just couldn’t possibly deal with federal funds, if you have
that many different sources, you couldn’t take that federal fund and move it over here for salaries
anyway.

Arvey: No we can’t.

Rep. Monson: When your talking about the federal grants, do they ever send enough money
with these federal funds to pay higher salaries?

Arvy: We have room in our federal grants to ask for more salary money.

Bob Evans, Department of Transportation: Only about 1/3 of our employees are eligible to

be paid with federal funds, the rest are paid with special funds.

Hearing closed.
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Tape Number Side A Side B Meter #
6 X #33.4 - #45.9
, f
Committee Clerk Signature ( W M‘JA/M,M
" e L4 \ )
Minutes:

. Rep. Ken Svedjan, Chairman opened the discussion on HB1334.
Rep. Al Carlson explains that this bill establishes a state employee compensation pool. This
deals just with general funds. The Legislative Assembly may provide funding from the general
fund for the state employee compensation pool from budget reductions made to state agency
appropriations. Based on the information Legislative Assembly may determine the necessary
amount to be appropriated to the pool by calculating up to 60% of the total general fund
reductions identified relating to FTEs, Employee positions that have been vacant for 90 days or
more, anticipated employee retirements, anticipated employee turnover. This pools money from
employee positions that are not there and they can be redistributed for employee equity or market
salary increases, performance increases, restoration of a critical employee FTE position. Rep.

Al Carlson moved to adopt amendment #0201 to HB1334.

. Rep. Keith Kempenich seconded
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Rep. Joe Kroeber asked about lines 19-20 and asked how long the process takes when you
submit a request for a transfer.

Rep. Ken Svedjan, Chairman answered that the intent of this is not to be a roadblock but that
this process would be handled quickly.

Rep. Al Carlson commented that there was already a process for filling empty positions

Rep. Joe Kroeber asked if this would remove the flexibility of the agency

Rep. Al Carlson commented that this was just for positions that have been open for 90 days or
longer.

Rep. Ralph Metcalf commented that some of these positions are very specific and hard to fill
and then what happens if we take the money away before they are filled.

Rep. Al Carlson commented that there is a compression problem when you fill new positions in
that you have to pay the person who is just coming in as much as you pay the person who has
been there a long time. The agency’s have flexibility through this to give equitable raises.

(meter Tape #6, side A, #40.5)

Rep. Ken Svedjan, Chairman called for a voice vote on the motion to adopt amendment #0201
to HB1334. Vote was unclear so a roll call vote was called. Motion carries with a vote of 13
yeas, 9 neas, and 1 absence.

Rep. Al Carlson moved a Do Pass As Amended motion to HB1334.

Rep. Keith Kempenich seconded.

Rep. Eliot Glassheim commented that 90 days is a really short time to declare a position vacant

because the process to advertise, interview and hire is much longer than this.
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Rep. Ken Svedjan, Chairman called for a roll call vote on the Do Pass As Amended motion
for HB1334. Motion carried with a vote of 13 yeas, 10 neas, and O absences. Rep Carlson will
carry this bill to the house floor.

Rep. Ken Svedjan, Chairman closed the discussion on HB1334.

Rep. Ken Svedjan, Chairman adjourned the meeting. (meter Tape #6, side A, #45.9.)




Date: February 15, 2005

. Roll Call Vote #: 2

2005 HOUSE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTION NO. HB1334

House Appropriations - Full Committee

Check here for Conference Committee

Legislative Council Amendment Number 50250.0201

Action Taken DO PASS AS AMENDED

Motion Made By Rep Carlson Seconded By Rep Kempenich

Representatives Representatives

Rep. Ken Svedjan, Chairman X Rep. Bob Skarphol X

Rep. Mike Timm, Vice Chairman X Rep. David Monson X

Rep. Bob Martinson X | Rep. Eliot Glassheim X

Rep. Tom Brusegaard X Rep. Jeff Delzer X
. Rep. Earl Rennerfeldt X Rep. Chet Pollert X

Rep. Francis J. Wald X Rep. Larry Bellew X

Rep. Ole Aarsvold X | Rep. Alon C. Wieland X

Rep. Pam Gulleson X | Rep. James Kerzman X

{ Rep. Ron Carlisle X | Rep. Ralph Metcalf X

Rep. Keith Kempenich X

Rep. Blair Thoreson X

Rep. Joe Kroeber X

Rep. Clark Williams X

. Al Carlson

Total Yes 13 No 10
Absent 0
Floor Assignment Rep Carlson

If the vote is on an amendment, briefly indicate intent:




REPORT OF STANDING COMMITTEE (410) Module No: HR-31-3199
February 16, 2005 3:15 p.m. Carrier: Carlson
Insert LC: 50250.0201 Title: .0300

REPORT OF STANDING COMMITTEE

HB 1334: Appropriations Commitiee  (Rep. Svedjan, Chairman) recommends
AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS
{13 YEAS, 10 NAYS, 0 ABSENT AND NOT VOTING). HB 1334 was placed on the
Sixth order on the calendar.

Page 1, line 7, remove ", special funds, and federal”

Page 1, line 8, remove "funds”

Page 1, line 15, replace "funding” with "general fund”

Renumber accordingly

STATEMENT OF PURPOSE OF AMENDMENT:

This amendment removes reference to pooling federal or special funds. The compensation
pool will consist of only funding from the general fund.

(2) DESK, {3) COMM Page No. 1 HR-31-3199
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Tape Number Side A Side B Meter #
1 a b 2048-end

Committee Clerk Signature

Minutes:

. Vice Chairman Grindberg called the hearing to order on HB 1334.
Representative Alan Carlson, District 41, Fargo, distributed supporting documentation and
testified in support of HB 1334. Handouts distributed included ND State Agency and institution
vacant positions, ND State Agency off budget positions, and Statutory eligibility for retirement.
Representative Carlson indicated this bill establishes a state employee compensation pool for
general funded FTE positions that have been vacated for 90 days or more. The individual
departments could then put in requests for funding positions when they can be filled. There are
exceptions to the rule.
Senator Andrist indicated there must be many employees partially funded with general fund

money and federal money. The response was that all federal money must stay with the

department and this would only include general fund money.




Page 2

Senate Appropriations Committee
Bill/Resolution Number 1334
Hearing Date March 92{&, 2005

Senator Fischer asked if the University system is exempt and how are the positions that are
vacant for months and more difficult to fill addressed with this bill. The response was the
University system is exempt and the intent is to have difficult to fill positions in a category and
set the money aside to be used for that position.

Senator Grindberg asked if Central Personnel of OMB could have control of the funds. The
response was that concept could be looked at.

Senator Christmann asked if the hard to fill positions is in the concept or if that has to be
added.

Pam Sharp, Director, Office of Management and Budget (OMB), testified in opposition to
HB 1334 indicating she is opposed because it takes flexibility away from the individual agencies,
it promotes bad hiring practices, and it creates more government bureaucracy. I believe the
original intent of this bill was to give agencies flexibility, but certainly removes that. There is no
language in this bill that excludes higher education. removes the original intent of the
departments to manage their

Senator Bowman indicate when you follow the dollars of an FTE basically all this bill says is

an accountability of those dollars. Why is that bad policy.

Pam Sharp indicated this bill would take away the position if it is not filled for 90 days and put
it in a pool. There are very valid reasons that positions cannot be filled for 90 days and it doesn’t
mean the position is not needed.

Senator Grindberg, say the 90 day provision went away and the pool would have say $1 million

in it and OMB or Personnel were allowed to redistribute that money and report back to us. What

are your thoughts.
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Pam Sharp indicated that two years ago we tried to eliminate positions and agencies couldn’t
eliminate positions.

Senator Andrist Could you learn to love the bill if 90 days was extended to 120 or 15.0 days and
what if all roll up money instead of 60% of it went into the pool to see how badly the positions
are needed. How do we control the FTE money from going to other uses

Pam Sharp indicated could not love this bill. When appropriated money to agencies for
positions and then take it away, I don’t think I could be comfortable with that. If positions are not
filled, the monies are returned to the general fund at the end of the biennium. We do not see
misuse of the funds.

Commissioner Rick Clayburgh testified in opposition to HB 1334 indicating this bill takes
flexibility away from state agencies. You a lot the money for salaries and wages and it is the
department responsibility to do what they are required to do. He believes this bill is a solution
looking for a problem.

Senator Bowman asked if during audits of the department does it indicated the number of FTE
positions and the amount of money expended.

Representative Ken Svedjan, District 17, Grand Forks, appeared in support of HB 1334 and
signed the list of testifiers.

Gordy Smith, audit manager, presented written testimony and testified in opposition to HB
1334. He indicated a typical audit does not include the number of FTE’s nor the amount of
money involved. The audit suggests better efficiencies to run the department. The turnover rate

is at 33 percent, the private sector pays a lot more then state and it is hard to fill professional

positions.
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David Clark, Executive President, Bismarck State College, presented written testimony and
testified in opposition to HB 1334 indicating that as higher education is to be exempt from this
bill, he asked that the exemption be specifically stated as an amendment in the bill,

Laura Glatt, presented written testimony and testified in opposition to HB 1334. She indicated
she requested an interpretation of the bill as it refers to Higher Ed and indicated the bill does not
exempt higher education.

Ken Purdy, Office of Management and Budget, presented written testimony and testified in
opposition to HB 1334 indicted he believed it is a false premise that positions are purposely left
open. Agencies are just not getting applicants to fill positions. There is no specific criteria to
identify hard to fill positions. Withholding funds to a pool creates an additional piece of
bureaucracy requiring agencies to go through more red tape and puts general fund agencies at a
disadvantage when compared to special fund agencies.

Senator Robinson asked how many FTE’s there are totally including higher ed. Is there a
breakdown of turnover rate by department. The response was about 14,000 state employees,
classified in the executive branch are about 6400, higher ed is around 4000 and 2700 faculty and
officials. There is no agency wide breakdown.

Senator Andrist asked to elaborate on off budget positions.

Sheila Peterson responded indicated when the legislature passes a continuing appropriation for a
particular agency, those then do not run through the regular appropriation process, they are

funded by a continuing appropriation and the term off budget is used because appropriation is set

by statute.
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Senator Bowman w%;ln someone’s position is vacated for six months can you use that allocated
money for another type of bonus to attract someone or do you have no authority to do that. The
response was there is legislative authority for agencies to give recruiting and retention bonuses
and performance bonuses and that is what the funds are used for.

Dean Mattern, Director, Human Resources, Department of Human services, presented
written testimony and testified in opposition to HB 1134 indicating most professional positions
take more then 90 days to fill, funding from vacation positions is used for recruitment expenses,
overtime or temporary hires, when employees retire they often require large payouts, there is a
need for flexibility and creativity in workforce management.

Chris Runge, Executive Director, ND Public Employees association, testified in opposition to
HB 1134. She responded to Senator Robinson’s question as to the amount of the raises in the
last biennium that were not legislatively given. There were approximately 3700 and the
Legislative Council did prepare a spreadsheet of those agencies.

Col. Bryan Klipfel, ND Highway Patrol, testified in opposition to HB 1134 indicating the
hiring process for highway patrolmen is a lengthy process as they need to wait for at least six
vacancies before starting a process and the whole process takes about six months.

Questions were raised as to the qualifications of highway patrol, whether other law enforcement
officers qualify if they don’t have college degrees and whether there is the ability to waive the
strict requirements.

Linda Houfek, Human Resources Director, ND Department of Corrections and

Rehabilitation, presented written testimony in opposition to HB 1134. She indicated some
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positions are vacant for many months and passing this bill could penalize department managers.
She indicated they now have 9.5 positions available.

Arty Path, Human Resource Manager, IT Department, testified in opposition to HB 1134
echoing what other testifiers stated. She indicated human resource managers are criticized for
not filling positions, but the absolute soonest a position can be filled is 65 days.

Vice Chairman Grindberg closed the hearing on HB 1134.
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L
Minutes: /

. Chairman Holmberg opened the hearing on HB 1334 indicating there was quite a bit of
testimony and the Superintendent of Instruction expressed his concerns.
Senator Fischer moved a Do Not Pass, Senator Robinson seconded. A roll call vote was
taken resulting in 13 yes 1 no and 1 absent. The motion carried and Senator Holmberg will
carry the bill.

Chairman Holmberg closed the hearing on HB 1334,




Date 5'/ / ‘/

Roll Call Voté#: /

2005 SENATE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTION NO. SB / Z23 ¢

Comunittee

Senate ~SENATE APPROPRIATIONS

Check here for Conference Committee

~ Action Taken

Legislative Council Amendment Number . [

7
F,/S//)ﬁ/ Seconded By qgj jﬂy? {d,ﬁ

Motion Made By

~ Senators Yes | No Senators
CHAIRMAN HOLMBERG / SENATOR KRAUTER /
VICE CHAIRMAN BOWMAN / SENATOR LINDAAS /
VICE CHAIRMAN GRINDBERG | _ SENATOR MATHERN /
SENATOR ANDRIST /| SENATOR ROBINSON /
SENATOR CHRISTMANN SEN. TALLACKSON /

SENATOR FISCHER

SENATOR KILZER
SENATOR KRINGSTAD

SENATOR SCHOBINGER
SENATOR THANE

Total (Yes) _ / 1'?:)\ No l

Absent ,
Floor Assignment Hol ety
7 7T U . b

If the vote is on an amendment, briefly indicate intent:




REPORT OF STANDING COMMITTEE (410) Module No: SR-69-8138
April 14,2005 11:21 a.m. Carrier: Holmberg
Insert LC:. Title:.

REPORT OF STANDING COMMITTEE
HB 1334, as engrossed: Appropriations Committee (Sen. Holmberg, Chairman)
recommends DO NOT PASS (13 YEAS, 1 NAY, 1 ABSENT AND NOT VOTING).
Engrossed HB 1334 was placed on the Fourteenth order on the calendar.

{2) DESK, {3) COMM Page No. 1 SR-50-5138
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HOUSE GOVERNMENT PERFORMANCE COMMITTEEE
January 19, 2005

North Dakota Department of Transportation
Tom D. Freier, Deputy Director for Business Support

HB 1334

Before | share some comments in regard to HB1334, on behalf of the NDDOT,
thank you to the legislature for providing some very helpful employee
compensation tools. In the absence of a general legislative salary increase,
these tools have been invaluable. The ability to utilize recruitment bonuses,
performance bonuses, and scholarship program enhancements has been much
appreciated. '

Our concern with HB1334 is how it may affect our ability to hire the scholarship
students we have been able to bring on board during recent years. With
scholarship students graduating in May and December, we attempt to hold
positions for them. Obviously, the opening of positions due to retirements does
not necessarily align with the graduation dates. Therefore, the flexibility to hold a
position for more than three months is necessary.

Because the department has military people on duty, there is a need to hold
positions as well. In addition, qualified applicants are occasionally unavallable
and it is difficult to fill those positions in 90 days.

Overall, it is a challenge to fill positions. I am sure that you will agree that it is

imperative that we fill our positions with these highly qualified graduates, most of
whom are North Dakota grown.
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House Biill No. 1334

Testimony - Presented by Gordy Smith
Audit Manager

Chairman Carlson, members of the committee, my name is Gordy Smith and I'm an
audit manager for the State Auditor's Office. | am here to testify in opposition to
House Bill No. 1334 in its current form.

My first concern with the current form of the bill deals with positions that have been
open for 90 days or longer. There are many legitimate reasons why a position may be
open for more than 80 days that have nothing to do with “rolling up salary dollars” which
is what | believe this bill is trying to address. | have two excellent examples of this
involving our office. We are experiencing a turnover problem and during the past few
months we advertised for several position openings. We received the applications,
reviewed them, and interviewed a number of candidates. In December, we offered jobs
to 5 individuals and only 2 accepted our offer. Therefore we have advertised the
remaining open positions again and will go through the process to try to hire good
candidates. This means these positions will have been open for more than 90 days. It
doesn’t seem reasonable or fair that the State Auditor's Office would be punished in this
instance through a loss of salary moneys and/or FTE positions since we had no control
over these circumstances.

My second example involves our performance audit division. Months ago we advertised
an open position. We went through the hiring process and selected an individual for the
position and offered her a job. She formally accepted the job offer, but since she
wouldn't graduate until late December we agreed on an early January starting date. We
were informed approximately 4 weeks ago that she decided to accept a better offer from
her current employer. We have now re-advertised the position and we will go through
the hiring process again. Once again this means the position will have been open for
more than 90 days. We had no control over this situation and yet under this legislation
we may-lose salary moneys and/or the FTE position.




There was never an attempt by our office to delay filling any of these positions in order
to “roll up salary dollars”. It would not be prudent management or good government for
agencies to simply hire individuals that they had little or no confidence in just to make
sure the positions were filled within 90 days. That is what will most likely happen if this
legislation passes in its current form. It is a practice that will only hurt state government
and result in a loss of efficiency and effectiveness. :

| would like to point out there are problems hiring individuals with professional degrees
to work for state government. State government cannot compete with the starting
salaries offered by private industry. For instance, we are aware that the larger CPA
firms in Bismarck are paying at least $400 more per month as a starting salary than
what we can offer. The CPA firms also advance the salaries of their new hires at a
faster rate than we can. In some instances, the process to hire highly qualified people
with professional degrees takes time, however we feel it is time that is well spent.

My next concern with the current wording of this legislation is that it does not distinguish
between FTE positions funded with state general funds, special funds, and federal
funds. | do not believe the process set forth would be legal for positions funded by
federal funds as they are usually restricted for a specific purpose. For instance, | do not
believe you can legally use Child Support Enforcement Program federal funds to
provide raises to Foster Care employees or to hire a Department of Transportation
employee. These actions would result in federal findings and questioned costs in our
statewide Single Audit and the state would have to repay the funds (most likely with
interest) to the federal government. If these funds were deposited and held in a
separate account and not expended, the state would ultimately risk losing them as
federal funds generally have a period of availability attached to them. Based on these
factors I'm not sure this process could be applied to FTE positions funded with federal
funds.

Positions funded with special funds would also present a hurdle for this legislation. This
is because many special funds have restrictions attached either in law or based on
opinions from the Attorney General's Office. Even if it were determined to be fegal, it
would be interesting to see the public reaction if for instance Game and Fish
Department moneys for unfilled positions were used to provide raises to Bank of North
Dakota employees. Maybe this isn’'t the intent of the legislation, however that isn't
clearly spelled out in the current bill.

In summary, | think this bill would have some negative, unintended consequences
including punishing state agencies for something they had no control over and
influencing state agencies and institutions to adopt unsound hiring practices if it appears
they will not fill an open position within the 90 day requirement. In addition, the present
legistation may be risking the improper use of federal and special funds.




The first amendment | would suggest would be to lengthen the 90 day requirement
significantly (perhaps to 180 days). An additional amendment should also clarify how
exactly the process will work. For example, will an agency/institution have an avenue to
appeal prior to losing funding or an FTE position? Finally, | believe a decision would
need to be made on how to address how positions funded by federal or special funds
will be handled. | don't believe that it would be legal to include these types of funds in
this process. We need to ensure the legislation doesn't violate the laws, rules, and
regulations surrounding these types of funding.

Mr. Chairman this concludes my testimony. | would be happy to address any questions
you may have.
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Chairman Carlson and members of the Government Performance Division of the House
Appropriations Committee my name is Donna Thigpen, President of Bismarck State
College.

I appear before you today to oppose House Bill 1334. I do support the intent of the
legislation to provide equity salary increases, and to provide salary increases on the basis
of performance.

I do not support the process described in this bill that would be used to establish the state
employee compensation pool or the method that would be used to redistribute the funds.

The North Dakota University System has been charged by the Higher Education
Roundtable to be flexible with accountability. I believe that this bill would be a step
backwards because it would hamper our ability to be flexible when filling positions on
our campus.

‘ Let me give you a concrete example of what I mean. We have received several grants
from the National Science Foundation to develop and expand our energy technology
program. This program provides the ND energy industry with the highly trained work
force it needs to be competitive. The positions funded by these grants require that the
faculty who are hired are individuals from the energy industry who possess unique sets of
skills.

One of the positions - system operations - (These are the people who operate the
electrical grids and do the power dispatching) remained open for two years because we
had no one apply who was qualified until we raised the salary to a level that was
competitive with the industry. And we still have not been able to fill it with the type of
individual we need. We are advertising again and raising the salary again.

The money for this position can not be transferred to a state pool because it was
specifically allocated by the National Science Foundation for this particular position. If
we do not use it, it reverts to that Federal Agency.

This year we are losing eight senior faculty members- Four of them in the science area. I
need the flexibility to move quickly to adjust salaries to attract the individuals needed to
fill these positions. Due to the academic calendar, some positions may be temporarily
filled with part-time adjunct until we can recruit a qualified individual.



We have advertised some positions and had one or no applicants. We need to maintain

the flexibility to manage this problem and not be forced to hire unqualified faculty for
fear of losing the position.

The flexibility with accountability promoted through the Higher Education Roundtable
has worked for the betterment of Bismarck State College and the North Dakota
University System. I believe the process established with this bill would hinder our
ability to get the biggest bang for our bucks. We have worked hard to provide
competitive wages and to develop and increase our external funding sources that allow us
a greater ability to keep up with industry wages for key staff and faculty positions.

In conclusion while we have not always been successful utilizing our internal salary
administration policy to fill vacant positions we have made significant progress as a
result of the Higher Education roundtable flexibility. Please do not put in place
additional administrative burden that would hinder our progress.
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~" The bill refers to Executive Branch agencies and institutions, which our legal staff has indicated includes higher

education. If the intent is to exclude higher education | think that language should be added. This would avoid
( any misunderstanding down the road. Look at section 54-59-02.1 for a reference as to higher education is
excluded.

Jim W. Smith I
Legislative Budget Analyst and Auditor

ND Legislative Council

Bismarck ND 58505

701.328.2916

From: Laura Glatt [mailto:laura.glatt@ndus.nodak.edu}
Sent: Monday, March 07, 2005 8:05 AM

To: Smith, Jim W.

Subject: Fw: HB1334

Jim: I need your help with interpretation of HB1334. When the bill was originally heard on the House
side, Donna Thigpen appeared and testified on the bill. Following her testimony, Rep. Al Carlson told
her that the bill was never intended to include higher education. Since that time there has been some
ongoing confusion about whether higher education is included or not. Please see Rep. Ken Svedjan's

-email below suggesting HE is exempt. Is that your understanding? It does not appear to be clear in the
bill; however, perhaps their intent is adequate to stand the test of time. Please let me know your
understanding and how we should proceed, if at all, on this bill. We, of course, want to be exempt.
Laura
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----- Original Message -----

From: Svedjan, Ken D.

To: Bev : ‘
Sent: Monday, February 28, 2005 12:46 PM
Subject: RE: HB1334 ‘

 Bev,

Higher Education is exempt from HB 1334, Furthermore, it is very likely that the length of time for position
vacancies will be extended from 3 months to 6 or 9 months. Best wishes. :

Ken

From: Bev 1mailto:bevclayburgh@unda!umni.org]
Sent: Monday, February 28, 2005 8:48 AM

To: Svedjan, Ken D.
Cc: bjc
Subject: HB1334

1s Higher Ed exempt from HB 1334? When I think how long it takes to search and find even a Dean, let alone a Provost or
President, Higher Ed would have much trouble with 1334. Can you clarify? Thanks.

Robert L. Potts

Chancellor

North Dakota University System
600 E. Boulevard Ave. Dept. 215
Bismarck, ND 58505-0230
701-328-2963 (phone)
701-328-2961 (fax)

robert.potts@ndus.nodak.edu

Laura Glatt
Vice Chancellor for Administrative Affairs
North Dakota University System
600 East Boulevard Avenue, #2135
4 Bismarck, ND 58505-0230
701.328.4116 phone
701.328.2961 fax
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House Bill 1334
Senate Appropriations Committee

Dave Clark
Executive Vice President, Bismarck State College
March 28, 2005

Chairman Holmberg and members of the Senate Appropriations

Committee, my name is Dave Clark, Executive President of Bismarck State
College.

I'appear before you today to oppose House Bill 1334. I do support the
intent of the legislation to provide equity salary increases, and to provide
salary increases on the basis of performance.

I do not support the process described in this bill that would be used to

establish the state employee compensation pool or the method that would
be used to redistribute the funds.

The North Dakota University System has been charged by the Higher
Education Roundtable to be flexible with accountability. Ibelieve that this

bill would be a step backwards because it would hamper our ability to be
flexible when filling positions on our campus.

Let me give you a concrete example of what I mean. We have received
several grants from the National Science Foundation to develop and
expand our energy technology program. This program provides the ND
energy industry with the highly trained work force it needs to be
competitive. The positions funded by these grants require that the taculty

who are hired are individuals from the energy industry who possess
unique sets of skills. '

One of the positions - system operations - (These are the people who
operate the electrical grids and do the power dispatching) remained open
for two years because we had no one apply who was qualified until we
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Senate Appropriations Committee
March 28, 2005

Page 2 of 2

raised the salary to a level that was competitive with the industry. And we
still have not been able to fill it with the type of individual we need. We
are advertising again and raising the salary again.

The money for this position can not be transferred to a state pool because it
was specifically allocated by the National Science Foundation for this
particular position. If we do not use it, it reverts to that Federal Agency.

This year we are losing eight senior faculty members- Four of them in the
science area. Ineed the flexibility to move quickly to adjust salaries to
attract the individuals needed to fill these positions. Due to the academic
calendar, some positions may be temporarily filled with part-time adjunct
until we can recruit a qualified individual.

We have advertised some positions and had one or no applicants. We need
to maintain the flexibility to manage this problem and not be forced to hire
unqualified faculty for fear of losing the position. '

The flexibility with accountability promoted through the Higher Education
Roundtable has worked for the betterment of Bismarck State College and
the North Dakota University System. I believe the process established with
this bill would hinder our ability to get the biggest bang for our bucks. We
have worked hard to provide competitive wages and to develop and
increase our external funding sources that allow us a greater ability to keep
up with industry wages for key staff and faculty positions.

In conclusion while we have not always been successful utilizing our
internal salary administration policy to fill vacant positions we have made
significant progress as a result of the Higher Education roundtable
flexibility. Please do not put in place additional administrative burden that
would hinder our progress.
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HB 1334 - DEPARTMENT OF HUMAN SERVICES
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Senator Holmberg, Chairman
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Chairman Holmberg, members of the Senate Appropriations Committee, | am
Dean Mattern, Director of Human Resources for the Department of Human
Services. | am here to provide comments regarding the impact of HB 1334 on the
Department of Human Services.

Section 1 of this bill creates a state employee compensation pool to provide
funding for state employee market and equity salary adjustments. The
Department of Human Services recognizes and supports the need to address the
employee salary issues of market competitiveness and equity. However, the use
of vacancies, anticipated turnover, and anticipated retirements to fund the pool,
as outlined in Section 2 of the bill, is of concern for several reasons:
 In the experience of the Department of Human Services, most professional
posiﬁons take more than 90 days to fill. The recruitment time for certain
hard-to-fill positions, such as physicians, psychologists, registered nurses,
direct care staff and addiction counselors, regularly exceeds six months.
For example, during this biennium, West Central Human Service Center
had two clinical psychologist vacancies this biennium, and each remained
vacant for approximately six months despite concerted recruitment efforts.
Recruitment in the less populated regions of the state can be even more
difficult. In another instance, the State Hospital has been recruiting for a
Medical Director for the past year. Two candidates have turned down

offers, so recruitment continues.




ﬁ.‘

. » Funding from vacant positions is often used for recruitment expenses,
overtime or temporary hires or expenses associated with work realignment
to get the work done. By removing 60% of the general funds associated
with vacancies, Department managers will be unable to manage these
workforce variables effectively.

e Another funding issue which WOuld arise is the maintenance of effort for
block grants would be put in jeopardy with the removal of 60% of the
general funds for a position left open for 90 days. - |

 When employees retire they often require a large payout of vacation and
sick leave. Since we usually have not been able to budget for these
occurrences, we have no choice but to keep a position open long enough
to cover this expense or to use other vacancy funds. Again, moving the
general funds to a compensation pool hampers the Department's ability to
manage the workforce while seeing that the service respons'i"bilities
continue to be carried out.

o There is a danger in this bill that managers will be hesitant to leave
positions open while they examine alternatives, such as re-balancing
workloads or out-sourcing certain duties. The 90-day deadline on filiing
vacancies encourages managers to do things the same old way in order to
avoid losing the funding for a necessary function. We will certainly need
flexibility and creativity in workforce management as workforce shortages
increase and predicted demographics change in the state and nationally

workforce. -

Section 3 of HB 1334 éets forth a procedure to request OMB and Budget Section

approval to restore positions, provide market or equity adjustments, or provide

performance based increases. The Department of Human Services has
comprehensive policies and procedures in place governing salary adjustments,
over and above the requirements contained in North Dakota Administrative Code.
Through these policies and procedures, fair, orderly, and timely decisions
regarding salary adjustments are made.




= In the past few years, the Department has fallen behind the market in salaries for
. several professional positions. Because of this, in order to maintain continuity of
care and sustain critical functions within the department, we need the flexibility to
respond in a timely fashion to retain key staff. Two situations from this biennium
illustrate this need: |
e The Department has adjusted salaries for licensed addiction counselors
and clinical psychologists in order to maintain an adequate workforce.
The human service centers staff were being “hired away” at salaries
ranging from $15,000 to $40,000 more annually. Had this bill been in place,
we would not have been able to respond to marketplace pressures in a
timely fas‘hion, and would likely have lost more critical staff positions. The
effect on services to vulnerable populations is of real concern.
e A pharmacist in a critical position was being recruited by _another
employer. Without the ability to make a equity salary adjustment in .a
timely manner, we would have lost this employee. The cost of recruitment
_for this hard-to-fill position would have been significant, not to mention the
, lost productivity while the position was vacant. -Had this bill been in place,
we would have lost the employee because we would not have had the time
to seek approval. More than likely it would have taken at least six to nine
months to fill the vacancy, so we would have been required to give up the
position and associated funding, and request permission from OMB and
the Budget Section to fill the vacancy. Depending upon the timing of the
Budget Section meetings, we may have lost viable candidates due to

delays.

In summary, the Department of Human Services supports the concept of a state
compensation pool to attempt to address market and equity issues. We however
are very concerned about the negative effect that the funding of the pool through
agency salary dollars and the procedures proposed to access the fund will have
on the Department’s ability to effectively manage our workforce.

| would be happy to answer any questions that the committee may have.




X HB 1334
. Testimony of Human Resource Management Services
Senate Appropriations Committee
March 28, 2005

At the present time, there isn’t readily available information on the number of positions
vacant for more than 90 days or the dollars that would be withheld to the pool.

s We currently have 78 classified job openings on our web site job board; 25 of those
jobs are 'open until filled." Agencies do that in lieu of an application deadline
because they simply aren't getting applicants for those openings.

¢ Inlate 2004 a survey of agencies identified 'Hard-to-fill' positions.

o 18 agencies responded

o 87 job classes were identified as 'Hard-to-fill' by the agencies

o 2,614 positions are in the classes identified as 'Hard-to-fill

o Medical occupations such as Psychologists, Addiction Counselors, Nurses
are 'Hard-to-fill’

o DOCR experiences problems maintaining staffing in Correctional Officer
positions

Academy. To initiate an academy class they need 8 vacancies and it takes
about 6 months to complete recruitment, testing, background checks, & medical
evaluations.

. o Highway Patrol must replace troopers through a class at the Law Enforcement

¢ Recruiting high level professionals often takes 90 days or more jUSt to make a
thorough search and a careful screening.

When positions become vacant, managers routinely spend some time evaluating their
operations and looking for better ways to organize and accomplish the work. This
means filling positions may take longer but it results in more efficiency and
effectiveness. If we make filling positions a 'race’ to beat a deadline, it will not result in
better hiring or more effective operations.

The Governor's Hiring Council is in place to review the need to fill vacancies and to
encourage agencies to look for efficiencies. Withholding funds to a pool creates an
additional piece of bureaucracy requiring agencies to work through red tape to
accomplish their work. By applying the salary pool only to general funds, the bill places
general fund agencies at a disadvantage when compared to special fund agencies. In
some agencies this pool may apply to some positions and not to others.

Ken Purdy
. HR Management Services
* 328-4739
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Senate Appropriations Committee

House Bill 1334

Mr. Chairman and members of the committee, | am Linda Houfek, the Human Resources Director for the
ND Department of Corrections and Rehabilitation. | am here today to tell you how this bill would affect the
DOCR.

To address this matter, | reviewed the positions that have been left vacant for any period of time over 90
days in this biennium and the reasons. | found that we leave positions vacant for four major reasons.

Positions are left vacant because our agency, as many other state agencies, is unable to attract qualified
individuals who want to work in a corrections setting and/or for the state. | noticed that last week there

were over 20 positions listed as “open until filled” on the HRMS website. On average, over the iast couple
of years, it has taken the DOCR over five months to filt vacant Registered Nurse positions, particularly in
Jamestown where competition with Eastern ND and Minnesota is keen. With Addiction Counselors the
average time is five months and for Social Workers it is 5.6 months. We have just recently filled all but

" one of our treatment positions within the Prisons Division. In order to recruit qualified candidates, it has
sometimes been necessary to provide recruiting bonuses for the positions, which is done by utilizing
salary dollars that have resulted from the vacancies.

When an employee with tenure leaves unexpectedly, the agency pays out their cumulative annual leave
balance, 10% of the sick leave balance and compensatory time if there is any. When you look at the cost
to pay for this (dollars that are not budgeted for), this becomes a factor of when a position can be filled. If
the position is one that cannot be left vacant, then that option does not exist. Early retirement incentives
can be used by an agency to allow for more efficient and effective use of positions and may necessitate
leaving a position or a portion of a position vacant for a time. The plan with this is that the money
expended will be gained back plus more over the rest of the biennium.

When an employee leaves, the supervisor and the HR contact in that divisicn determines if the position
should be filled “as is” or if there is a need to reorganize the unit or the duties done by the position. This
could happen because of a change in or additional services or programs required of the department or
division. If there is a reason to consider either action, there is an internal review and data is gathered from
staff and supervisors to assess the best plan for the position. These decisions are not made in a vacuum,
thus it takes time to evaluate what will work best, what is needed the most and how it will this fit into the
needs of the division and the organization. Once the decision is made there may be a need to reclassify
. the position. Reclassifications may take up to 60 days, during which time the paosition remains vacant.

Another variation of this is when a position is vacated and evaluation must be made as to where best to
assign the FTE attached to the position. Often a decision will be made based on the caseload needs

Division of Juvenile Services (DJSYAdministration - 701-328-639%0 Prisons Division - 701-328-6100
DISMorth Dakota Youth Correctional Center - 701-667-1400 Division of Field Services - 701-328-6190
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) X and/or service needs and mandates. As these numbers and needs fluctuate, there may be a desire to
evaluate the numbers/ways to best provide services over a period of time, to make the best use of staff
and staff time. Again, while this process takes place the position remains vacant.

During some of these processes the duties of the vacated position still have to be done and we may use
some of the savings from the vacated position to compensate the staff that have been assigned the
additional duties. HRMS has proved managers with the salary administration tools to address these
needs and we use them within our department to the extent possible.

It appears that this bili could penalize managers for doing what managers are expected to do and that is to
determine the best use of staff and dollars to get the job done. if we carry the intent of the bill forward, this
_could result in the need for managers to fill positions, as soon as they can, with whomever they can, so
that they do not chance losing the FTE or the dollars attached to the position.

While it may appear that pooling money may assist the DOCR in achieving salary equity, we believe it
would come at a cost to all agencies, including ours, by losing the flexibility we need to manage the salary
administration issues that present themselves throughout the biennium.

| also have a couple of questions regarding the bill:

« How does an agency plan for this loss of budget dollars when we won't know which positions will

be vacant more than 90 days at any particular time, such as the twenty-third day of each regular
session of the legislature?

s If the dolars are removed from an agency's budget in the nineteenth or twentieth month of the
biennium what impact does that have on the ability of the agency to compensate staff for the
remaining five months of the biennium and to make up the lost dollars?

. « When an agency has hard to fill positions, we must find a viable candidate as soon as possible.
That means we need to make an immediate offer so that we don't loose the person-- how can that
be done if we now have to submit a request to OMB for their review and approval and then if they

approve the transfer, it is then subject to budget section approval before any transfer is made?

LY -

Division of Juvenile Services (DJS)/Administration - 701-328-6390

Prisons Division - 701-328-6100
DJS/North Dakota Youth Correctional Center - 701-667-1400

Division of Field Services - 701-328-6190
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Engrossed House Bill No. 1334

Testimony - Presented by Gordy Smith
Audit Manager

Chairman Holmberg and members of the committee, my name is Gordy Smith. 1 am
. here to testify in opposition to Engrossed House Bill No. 1334,

My first concern with this bill is the issue surrounding FTE positions and related general
funds for positions that have been vacant for ninety days or more. | believe ninety days
is an unreasonable and arbitrary time period. It essentially forces state agencies and
institutions to hire someone in that period of time, or risk losing the general funds and
FTE position. '

There are legitimate reasons why a particular position remains open for 90 days or
more that state agencies or institutions have little or no control over. The most obvious
example would be professional positions that have traditionally been difficult to fill.
Among other positions, this would include medical professionals as well as engineers.
Another example would include positions that are paid significantly less than their
counterparts in private industry.

Our office has been experiencing significant turnover in our agency division in Bismarck.

Qur turnover rate for 2004 was 33% which is almost 4 times the average in state
government. During the past year we advertised vacant positions in November, 2004

and we interviewed candidates in December and offered 5 individuals jobs with our

office. Only 2 candidates accepted our offer. We again advertised the positions and

had only two applicants who we felt were qualified to be interviewed for our 4 open
positions (another position became vacant since the prior interviews). We offered both
applicants positions with our office and we will once again advertise for the remaining
. two positions hoping to attract some May 2005 graduates. Obviously, some of these
4 positions have been vacant for more than 90 days. What exactly has our office done to
deserve removing those FTE positions and a portion of their funding? What reasonable




aiternatives did management of the State Auditor's Office have? Why should we delay
the hiring process further by going through a bureaucratic process to convince OMB to
restore the FTE positions and related funding prior to trying to fill them?

We are aware that the two largest local CPA firms are paying a starting salary of
$400-$500 per month higher than that which we start new employees. As a result, it is
difficult for us to attract qualified candidates. In addition, the national CPA organization
has adopted rules that require CPA candidates to have at least 150 credit hours prior to
taking the CPA exam. This has resulted in fewer students going into accounting and
has created a smaller pool of individuals with accounting degrees. | would assume
other state agencies or institutions may have similar stories for positions requiring
professional degrees.

Agencies and institutions could ensure they fill all of their positions prior to the 90 day
deadline, regardless of whether the hired individuals are sufficiently qualified or whether
management has any faith in the individual’s ability to fulfill their responsibilities. Is this
good government or sound management? The agencies or institutions would have 6
months (standard probationary period) to dismiss some or all of these individuals and
start the hiring process all over again. This is not an efficient use of our time and it is
not good government. This would be one unintended consequence of this bill. If this bill
were to pass | would strongly recommend the 90 day requirement be extended to at
least 180 days.

The next issue the State Auditor's Office would like to address regarding this bill is the
requirement that agencies and institutions appeal their case for retention of FTE
positions and general funding to OMB. While we have a positive relationship with OMB,
the fact is we audit that organization and if they have the power to remove funding and
FTE positions from us, with no avenue of appeal available, it creates an independence
problem. We would like to see the bill amended to provide an appeal process to state
agencies and institutions. The logical place for the appeal would be a legislative body
such as the Budget Section.

In summary, | believe this bill should be defeated or changed significantly. In its present
form, the bill will have unintended negative consequences that will do more harm than
good.

Mr. Chairman that concludes my testimony and | would be happy to answer any
guestions the committee may have.




