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Senator Karen Krebsbach
Noted that the maximum that required a few sessions ago from the Insurance Trust Fund
sooner than anticipated. Good dilemma for state. Have excess dollars, had to determine if
some need to be given back to employers. Three options, the one ended up with eliminated
. any refund to any negative balance employer. i.e. more claims than they take in. Wanted to
see a system in place where the negative balance employers COULD receive a refund.
Review if their could be a refund or reduction in premiums paid by employers.
Addressed 2034: Deals with re-employment process, or return to employer status for job-
attached claimants. HB 1198 last session, required study, the identified claimant is temporarily
laid off from employment and likely to be reemployed upon the completion of the necessary
layoff period and who would not be required to actively seek work for a period not exceed 20
weeks. Job service and council examined all possibilities and tried many ways to
accommodate the request. Bill 2034 before passed by the interium Senate Industry, Business
& Labor committee with the understanding of the condition of approval by the Dept. of Labor.

That approval was denied, so you are being presented with a Hog House Bill. Have the more

. simplified bill
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S Klein: Obviously you've spent a lot of time with this.

S Krebsbach: You won't have to study as much as you will have to examine the options that
are available and get more input from organizations that are affected by it.

Q?

John Bjornson - Legislative Council Staff —Neutral

Gave everything on 2035, have to study determination on rates in general.

Discussion on whether negative balance employers should benefit from any rate reductions
due to achieving the solvency goal. Make clear that negative balance employers will not
receive any additional benefit that the positive balance employers were allowed.

S Andrist: What is a “negative balance employer?” | presume it's employers where more
money has come out of the fund than has going in.

J Bjornson: Yes, that's correct.

S Klein: We may ask Job Service an overview of positive and negative and why they are.
Larry Anderson, Director of Workforce and Unemployment Insurance Programs with
Job Service ND

TESTIMONY #1

Worked with interim committee, study policies, practices, procedures. Overview provided in
testimony.

TESTIMONY # 2 Spreadsheet

S Heitkamp: didn’t we try this last session?

L Anderson: We did, we closed the gap, less of a reduction to the negative rate group and

more of a reduction to the positive rate group. This closes the reduction entirely from the

. negative rate group and gives it to the positive rate group.
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S Behm: This is contrite to insurance. How do you calculate the positive and negative end of
it?

L Anderson: Based on individual experience and benefits paid out on your behalf.

S Klein: Talk about positive and negative employers, construction for example, construction
generally falls into the negative, correct, where the grocery business falls into the positive, is
that how we arrive at these groups?

L Anderson: We have 20 thousand plus employers in the tax rating system, Around 17, 074
are in the negative group, so the ratio — 61 to 891

Vast amount of business are in a positive rate. Greater percentage of employers in
construction in the negative rate group, not fair to say the negative rate group is ALL
construction industry. 34% of the 17,074 are construction employees.

S Andrist: Are all employers individually experience rated? Not by group?

L Anderson: They are all experience rated with exception of schools, political subdivisions.
S Potter: Who sets the trust fund target? Legislature? Job Service?

L Anderson: Legislature

S Hacker: How does this affect negative balance employers over a long period of time, not
concerned with rate reduction or money paid back to positive balance employers, this or next
year. Look 15 or 20 years, when you've hit that target, go above and below, the negative
balance employers are getting bumped up, how do you intend to ever get these negative
balance employers back under that mark? Seems to me you're going to dig a deeper and
deeper hole everytime you bounce around the target mark.

L Anderson: Stated fairly.

S Wanzek: The other exception to having personal history is when you're new, right? You start

new, you get categorized. | would need a formula. Construction, ag processing, whatever.
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L Anderson: Right. We have a new rate for new employers — [refers to the rate chart]
TESTIMONY #2

S Heitkamp: Question. Are we seeing construction workers stay? EXAMPLE: road builders in
the summer. Are you seeing at Job Service those workers stay?

L Anderson: Decision is whether or not you're an employer who is in a circumstance
uncontrollable by you causes you to temporally lay people, but depend on them returning
versus those who don’t have that circumstance.

S Heitkamp: We're going to hear from them.

$ Klein: When the negative balance was considerably lower, in construction trade, they are
capable, trained workers who run equipment; don’t want to lose them to Arizona.

S Andrist: Addresses small employers as from rural district. At a time when trust fund not at
great shape, caused by economic situations which made more negative balance employers,
often resented the fact that | didn't lay anyone off, but my rates still went up. Effort to minimize
this if you don’t have any layoffs, keeps the trust fund healthy, they get the reductions first.
They've helped carry the negative balance during the bad times.

L Anderson: Yes, fair characterization.

Q? Favor? Will be Negative?

Maren — Job Service

Other states look at our states and are in admiration in how we are able to achieve and sustain
an adequate reserve. Seeking to improve it. Senator Hacker reference to shifting back and
forth, the current system so denied so well, that the move toward adequacy target is done over
5 years. A few years ago, our negative balance rate were in the nosebleed category, we were
the highest in the nation at 10.09 %. Now have reduced them down to range 5.18 % - 8.09. we

were up to 10.09%. Paying 10% over and above your wages is a stiff tax, so got them to a
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level and giving the tax reduction benefit to the positives appealed to a broad majority of those
studied and surveyed and interim committee.

Job Service has great differences from Workforce Safety. When we saw there was an amount
in the trust fund over and above the target, we do not reimburse or rebate the money back to
employers. Federal Law prohibits that, would eliminate tax credit to all tax employers to that
excess reserve. Option to refund is not available. The only thing the trust fund can be used for
is to pay benefits.

S Hacker: Are there employers out there who are challenged to get a positive balance
because of the industry they’re in? So maybe their negative balance is on a scale of 100%, say
for their company maybe they could get to -20% instead of 40. That's just because of the
environment they work in, great for them. They're trying and they’re doing better, how should
that work?

Maren: Rate reduction will come in a decrease in benefits paid in a build up in their reserve
ratio. If they operate and build up their reserve ratio they will move up from the highest
negative balance rate and get lower rates. We've seen many employers do this.

There are a few employers that will never get out of the negative rate group, but there are a
few that have surprised them by be significant in construction business in paying high rates, in
voluntary contribution have jumped up to the positive side.

S Potter: Interest being earned on the trust fund? Where does the interest go?

Maren: Trust fund under federal law has requirements. Yes pay interest, get a fairly good rate,
collect significant interest over 1 2 million a year.

S Potter: So the trust fund can only pay benefits, is that true of the interest as well?

Maren: Absolutely.

8. Klein: Any more in favor 20357
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. Marv Scarr — President of EW Wylie, Fargo, ND — Motor Carrier Association — Support
Support because treats positive employers better than system we have now.
Negative balance employers do not contribute to the balance increase in the fund balance.
2005, positive balance tax rates went up 300% - My tax rates went up $11,000 to $30,000
Didn't raise negative balance employers percentage to help build the fund, why do we want to
give them money back if they haven’t built the fund. This takes care of that.
17,074 negative balances, this whole issue, job attachment is a social policy. Not good for
economics. Support anything that supports overtaxation back to the people.
Q? more Positive?
Russ Hanson — Associated General Contractors of ND — Support
TESTIMONY #3

. Sheds light on who negative balance employers are. Chart by industry. Associated GC
agrees with bill.
S Heitkamp: Good see testify for this. Will be compeditive in keeping construction workers
HERE. You have to compete pretty close, are staying in that realm?
R Hanson: We'd be competitive, yes.
S Wanzek: Every business personal rating is updated annually? I'm assuming that's not ag.
Q7? more Positive?
Doreen Redman — ND Association of Builders — Support
TESTIMONY #4

Q? more Positive? Opposition? Neutral? Hearing closed.
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Senator Heitkamp made a motion for a Do Pass. Second by Senator Andrist.
Roll call vote 7-0-0 Passed. Floor carrier was Senator Heitkamp

SB 2035 as placed on the Eleventh order on the calendar.



FISCAL NOTE

Requested by Legislative Council
12/26/2006

Bill/Resotution No.: 8B 2035

1A. State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2005-2007 Biennium 2007-2009 Biennium 2009-2011 Biennium
General |Other Funds| General |Other Funds| General |Other Funds
Fund Fund Fund
Revenues $0 $0 $0 $0 $0 $0
Expenditures $0 0 $0 $22,158 $0 $0
Appropriations $0 $0 $0 $0 50 $0

1B. County, city, and school district fiscal effect: [dentify the fiscal effect on the appropriate political subdivision.

2005-2007 Biennium 2007-2009 Biennium 2009-2011 Biennium
School School School
Counties Cities Districts | Counties Cities Districts | Counties Cities Districts
30 30 30 30 30 30 50 3 30

2A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the
provisions having fiscal impact (limited fo 300 characters).

This bill amends existing legislation, and provides a change to the calculation of Unemployment Insurance tax rates
providing a minimum multiplier of 100% for the negative rate tax structure.

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which
have fiscal impact. Include any assumptions and comments relevant to the analysis.

The changes in this bill will have no impact on revenue.

The expenditures associated with this bill relate to the creation of a second tax rate multiplier. The existing multiplier
will continue to be used for the positive tax rate array, and the new multiplier will be used for the negative tax rate
array. Several areas of the Tax system will need modification.

Due to timited Job Service North Dakota programming staff availability, it is expected that a contractor will be needed
to complete the required programming. Contractor programming costs are estimated as follows:

$16,240 - 56 Programmer/Analyst hours
$ 5,000 - Developer software costs

$ 175 - Network hookup

§ 450 - Emulation software

$ 290 - Office Suite software

$22,155 - Total Cost

If the project can be worked into the IT Plan, Job Service North Dakota IT staff would complete the programming at a
cost of
$3,248 (56 Programmer/Analyst hours).

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

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, fine
item, and fund affected and the number of FTE positions affected.



The expenditure would be to enter into a contract with external programmers. The projected expenditure would affect
the operating expense line item and would be charged to the agency's federal funds.

If the programming is done by Job Service North Dakota IT staff, the number of FTESs would not be changed.

The expenditures, if any, would be offset against another planned expenditure in order to stay within the available
federal rescources.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency
and fund affected. Explain the relationship between the amounts shown for expenditures and

appropriations. Indicate whether the appropriation is also included in the executive budget or relates to a
continuing appropriation.

Because the agency would not be receiving any additional federal resources to fund this expenditure, an offsetting
decrease in another budgeted operating expense item would need to be accomplished. Therefore, there would not be
any impact on the agency's appropriation.

Name: Larry Anderson lAgency: Job Service

Phone Number: 701-328-2843 Date Prepared: 01/05/2007
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Senate INDUSTRY BUSINESS & LABOR Committee
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Legislative Council Amendment Number
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Motion Made By d( A)é /&(/p: Seconded By W
Senators Yes | No Senators Yes | No

Chairman Jerry Klein v P Senator Behm, Arthur L/
Senator Hacker, Nick VC Vo Senator Heitkamp, Joel e
Senator Andrist, John v Senator Potter, Tracy [
Senator Wanzek, Terry L

Total Yes 7 No 0 ’
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If the vote is on an amendment, briefly indicate intent:



REPORT OF STANDING COMMITTEE (410) Module No: SR-07-0437
January 11, 2007 11:15 a.m. Carrier: Heitkamp
Insert LC:. Title:.

REPORT OF STANDING COMMITTEE
. SB 2035: Industry, Business and Labor Committee (Sen. Klein, Chairman) recommends

DO PASS (7 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). SB 2035 was placed
on the Eleventh order on the calendar.

{2) DESK, (3) COMM Page No. 1 SR-07-0437
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2007 HOUSE STANDING COMMITTEE MINUTES

Bill/Resolution No. SB 2035
House Industry, Business and Labor Committee
[C] Check here for Conference Committee
Hearing Date: February 12, 2007

Recorder Job Number: 3348

Committee Clerk Signature M V@@

Minutes:

Chair Keiser opened the hearing on SB 2035.

John Bjorenson, Legislative Council: The committee was headed for 3 studies related with
Job Service ND. One of them dealt with rates, and that's what this bill deals with. Back in
1999, there was a significant change in policy that was an attempt to get the infinite Insurance
Reserve Fund up to a solvency level, and was done over a term of this many years. There
was an option that related to when the fund became solvent and the surplus existed, and still
had a negative balance employers benefit with any rate reduction impermeable to that,
because of the solvency, and the surplus. The interim committee, in a policy decision had a
general consent that negative balance employers, because they didn’t contribute to the profit
of coming to a solvency level, should not benefit in any rate reductions do to that. That's
exactly what this bill does.

Rep. Keiser: Under current law, what would have happened is that both the positive balance,
and negative balance, once we hit target would have benefited in the premium with a
reduction. This bill says the negative didn't contribute to the surplus, therefore when we do

distribute any surplus, it would be limited to the positive balance employers, correct?
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John: That's correct. As you recall, last session we had a bill that made it one step in that
direction, and this followed through and made action in its entirety.

Larry Anderson, Job Service ND: Support SB 2035. See written testimony #1.

Rep. Keiser: The $3.3 million, is that a reduction in rates that is passed on? How does that
come into piay for the positive balance, is that a refund for them, or a discount?

Larry: If this bill had been in affect that would have been the amount discounted applied to the
positive rate group, versus the negative rate group. It's a reduction in the tax rate, because the
tax rate formula sets out, and generates a certain amount of revenue.

Rep. Keiser: Without SB 2035, since 2005 they have paid that much more than they would
have if this had been in affect, or is this prospective from this point forward?

Larry: This would be prospective.

Rep. Ruby: According to your chart in the back of your testimony, under the new way of
calculating the negative rate employers, the lowest rate is $10.02, and the lowest under the
new formula would be $9.91. Does it actually lower their rate within the calculation, because of
the way the multiplier works still resulting in more revenue from it?

Larry: That's exactly right, because SB 2035 establishes the rate capital at a minimum of
100% for the negative rate group. So, what would have ended up happening is we're in a
situation where we're using taxes, because of the way the numbers worked for the negative
rate groups, and they were experiencing a greater rate reduction than the positive rate groups.
This bill SB 2035 corrects that.

Russ Hanson, Association of General Contractors: Support SB 2035. This makes sense,
because it's a fairness issue for those who most built upon getting the greater reward, and we

agree with that concept.
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Bill Shalhoob, Chamber of Commerce: Support SB 2035. This follows the policy of the
Chamber where positive balance employers are rewarded when times are really good and the
fund is in good shape, and it still keeps the concept of the insurance fund, which is important
for all returns.

Rep. Johnson: | move a do pass.

Rep. Nottestad: Second.

Roll call vote was taken. 13 Yeas, 0 Nays, 1 Absent, Carrier: Rep. Kasper

Hearing closed.
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REPORT OF STANDING COMMITTEE (410) Module No: HR-29-2894
February 12, 2007 12:46 p.m. Carrier: Kasper
Insert LC:. Title:.

SB 2035: Industry, Business and Labor Committee (Rep. Keiser, Chairman) recommends
DO PASS (13 YEAS, 0 NAYS, 1 ABSENT AND NOT VOTING). SB 2035 was placed
on the Fourteenth order on the calendar.

. REPORT OF STANDING COMMITTEE
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Senate Bill 2035
Testimony of Larry D. Anderson
Job Service North Dakota
before the

Senate Committee On M‘J/ it /
Industry, Business and Labor ¢, %ﬂw H

Senator Jerry Klein, Chairman
January 10, 2007

A

Mr, Chairman and Members of the Commiittee, [ am Larry Anderson, Director of
Workforce and Unemployment Insurance Programs with Job Service North Dakota.
Senate Bill 2035 amends and reenacts subdivision d of subsection 5 of section 52-04-05
of North Dakota Century Code, and provides for a change to the calculation of
Unemployment Insurance tax rates. The bill provides for a minimum multiplier of 100%

for all rates within the negative tax rate structure.

This bill was introduced based upon the results of a report on the Reemployment Policies
and Practices of Job Service North Dakota as directed by FHB 1198 of the 59th Legislative

session.

In reviewing the information gathered during the course of the study, it became evident
that an effective method of shifting the costs of the Ul Program to those employers within
the negative rate category was desired. Negative rate category employers are those
employers whose tax contributions have been exceeded by the amount of unemployment

insurance benefits paid to their employees.

2035



Prior to 2005, tax rates were calculated using an addition/subtraction formula. This type
of calculation was used in an effort to achieve the Ul Trust Fund target. While this
method provided an avenue to hit the target, it also provided that increases or decreases in
rates would affect both negative and positive balance employers in relatively equal
addition/subtraction amounts. In 2005, an effort was made to spread more of the cost
burden across the negative employer group. The rate calculation formula was changed to
a format in which a multiplier was used to adjust rates up or down, the result being that
when rates were increased, there would be a greater monetary increase for negative

balance employers.

This method of tax rate calculation appeared to provide a more equitable distribution of
tax rate burden, however, at the end of 2005, the Ul Trust Fund target was met, and the
multiplier became less than 100%, which gave the negative balance employers a higher
rate reduction for CY 2006. Based upon the desire to shift more of the costs of the Ul
program to negative balance employers, further refining of the rate calculation method

was identified as a priority.

Senate Bill 2035 provides for a modification that would provide for a shifting of costs to
the negative tax rate category employers by modifying the way in which the negative tax
rates are calculated. This modification only affects the negative tax rates and would

provide that when the Ul Trust Fund is above the target, and rate reductions were applied,

) S



positive balance employers would see a greater reduction in tax rates than negative
. balance employers. This is achieved because the multiplier for the negative rate
categories would remain at a minimum of 100%. At times when the UI Trust Fund is
below the target, both positive and negative balance employers would see tax rate

increases based upon the tax rate calculation formula established in 2005.

Mr. Chairman, this concludes my testimony. At this time [ would be happy to answer

any questions from the committee.

2038
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SOCIATION OF  Testimony on Senate Bill 2035 ‘ : :
BUILDERS ' Senate Industry, Business & Labor Committee L
Januarllo 2007 :
. Doreen Riedman, Executive Officer

EXECUTIVE COMMITTEE North Dakota Association of Builders

PRESIDENT & BUILD-PAC TRUSTEE . . ’

Don Dabbert Jr., Fargo '
PRESIDENT-ELECT

Lon Willson, Bismarck -
SECRETARY/TREASURER & ALT. NATIONAL DIR.

Ron Zeller, Dickinson : : ' '
PAST PRESIDENT & NATIONAL DIRECTOR Chairman Klein and members of the Senate Industry,
Joe Stenvold, Minot ! . . . . - . L.
STATE REPRESENTATIVE Business & Labor Committe€, the North Dakota Association of
Bruce Walker, Minot . "
ALT. BUILD-PAC TRUSTEE : Bu11ders (NDAB) supports Senate Bill 2035, relating to the :
Bob Klave, Grand Forks
ASSOCIATE NATIONAL DIREGTORS determlnatmn of unemployment insurance tax rates.

Ken Krejsa, Fargo
Mike Stenvold, Minot . -

SOARD OF DIRECTORS . .~ The NDAB represents over 1,700 members statewide, and is

i'ssg‘g,“gf;‘,g’,;‘”"“” HOME BULDERS affiliated with five local builders associations in Bismarck-Mandan,
" Rery Schicsser, President ’ . 4 ’ ) . . - :
Bill Huber . Dickinson, Fargo-Moorhead, Grand Forks, and Minot; and is part of
Lori Willson . ’ . . ) ) .
Elden Keein, Exectiva Officer a larger federation, the National Association of Home Builders
. i

DICKINSON AREA BUILDERSASSCCIATION \
- S, Progident (NAHB) which has over 240,000 members.

Sosch

slior - We have part1c1pated meetlngs during the interim on this

Schafer, Executive Officer !
S leg1$1at10n and our Board of Dlrectors and Governmental Affairs

FORX BUILDERS ASSOCIATION
Mario LaPiante, President _ Committee has closely remewed this bill. We believe that this bill
Ralph Applegren, Life Dlreclor

Barry Flath ’ .
Bob Kiave, Life Disector prowdcs some fairness to positive-balance employers who have

Chad Roberton : .
Tim Resencrans helped build the Job Service’s Unemployment Insurance Trust
Betty McDonald, Executive Officer . - ;

Fund.

HOME BUILDERS ASSCCIATION OF
FARGO-MOORHEAD ’
Mike Amold, President : o We respectfully encourage thJS commlttec to support Senate-

Don Dabbert Jr. , _ i . v
Gerald Eid, Senior Life Director Blll 2035. . : -
Ken Krajsa | . f .

Dan Lindguist \

Tony Walterud . .

Bryce Jchnsor, Execulive Vce Pres. . , . ‘ . ) v

MINOT ASSOCIATION OF BUILDERS ; ’ -
Lamy Eidsnéss, President . - ’

" John Lund }
Joe Stenvold ' o : . ) .
Mike Stenvold ) :
Bruce Walker, Life Director . -
Vicky Flagstad, Execulive Officer : . ' '

NORTH DAKOTA ASSOCIATION OF BUILDERS )
Doreen Riedman, - , ) ! ‘ '
Executive Officer - . .
© ~Ara Neiss,
dministrative Agsistant

-\
1 , . . . .
N AHONAL AS)(X'Ir\TIﬂh -

of Hcmr Bumbers, l'-'ZO_Burm Boat Drive, Swite 207 * ¢ Bismarck, ND 58503-0801 « 7013222401 &  Fax: 701/222.3699 ¢  www.ndbuild.com




