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Thank you for the opportunity to provide information and testimony regarding the issue of
overtime and pension spiking in state departments/agencies. The following are Hawaii
Health System Corporation’s (HHSC) responses to the requests for information contained
in Senator Kim'’s letter to Director of Health Loretta Fuddy, dated February 29, 2012:

1. Current overtime status with HHSC

We collect overtime (OT) information for each facility and the corporate office on a
fiscal year basis. As can be seen in Exhibit 1 attached hereto, actual overtime
expenditures for the roughly eight-month period ending February 20, 2012 totaled
approximately $8 million. Annualized, it appears that FY 2012 projected overtime
expenditures will decrease in the amount of about $4.8 million (roughly 28%) from the
prior year. All five regions have reduced overtime expenses from the prior year. .

In recognition of these challenging fiscal times, HHSC management and
supervisors have actively focused attention on attempting to reduce OT expenditures
during the past six months.

We are unable at this time to provide a breakdown of the OT expenses by
employee, or by type of position. HHSC has both UPW and HGEA employees. The
largest groups of employees are HHSC’s 1191 nurses (BU 09, HGEA) and 1104 health
care assistants and aides (BU 10, UPW).
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2. The trend of overtime and sick leave over a 10-year period

Exhibit 1 reflects the OT expenses and sick leave usage across HHSC's 12
facilities and corporate office during FY's 2002 — 2012 (please note that certain sick leave
information is not available). The data does not reflect any unusual or significant
increases/decreases in any particular year.

For OT, the costs incurred have remained fairly steady since FY 09, although as
mentioned above it appears likely that the FY 12 total will be less than in the previous
year. It is reasonable that the OT costs would be somewhat consistent since 2009,
because no pay increases have been negotiated through collective bargaining since the
contract period starting July 1, 2009.

3. Any correlation between sick leave and excessive overtime

There is a direct correlation between sick leave and overtime, but overtime also
occurs when employees use other non-productive paid time off (vacation, jury duty, comp
time). Employees who are called in to work a non-scheduled shift without adequate
advance notice will be paid at overtime rates in accordance with the respective collective
bargaining agreement. Thus, HHSC ends up paying two employees (one at regular time
and one at overtime) to cover a sick call or short notice shift change.

HHSC has 24/7 operations at 12 public hospitals across the State, providing acute
and long-term care. Although the census at each facility fluctuates, there are certain
minimum staffing levels that we are required to meet in order to ensure patient safety,
and also to be in compliance with guidelines established by agencies such as the
Centers for Medicare and Medicaid Services (CMS). We are also required to maintain
certain staffing levels for purposes of accreditation. Thus for many of our positions —
particularly nurses and health care assistants/aides — if an employee calls in sick or is
absent for other reasons, we must call in another employee to take his/her place, in order
to meet the mandated staffing ratios. The employees who are called in will be paid at an
OT rate, since they are working outside of their normal working hours. The specific
situations in which OT will be paid are identified in the relevant collective bargaining
agreements, and are also based upon federal laws such as the Fair Labor Standards Act.
Although OT is a significant expense, not calling in a replacement is in many instances
not an option. This is true not just for nursing positions, but for other positions such as
dietary workers and housekeeping staff, who provide essential services in a hospital
setting.

4, Policies or procedures the department has instituted to address excessive
overtime

HHSC is very cognizant of the problem of sick leave abuse, and its potential
impact on OT. There is a certain population of “earn and burn” employees who utilize
their sick and vacation leave almost immediately after it is earned. We have statistics for
our BU 01 and BU 10 employees showing that approximately 3.15% of these employees



fall into this category (i.e., 137 employees out of 4346 currently have less than 40 hours
of accumulated sick leave).

Our ability to control sick leave abuse is limited to the tools available in the
relevant collective bargaining agreements. The agreements set forth, among ether
things, how much sick leave is earned, the circumstances under which it can be used,
and when a doctor’s certificate can be required. The contracts for BUs 01, 09 and 10
contain language addressing sick leave abuse, which provide the employer with at least
some ability to address egregious cases.

HHSC believes that another effective tool for limiting sick leave abuse would be a
system of paid time off (PTQO), similar to that used in the private sector. A PTO system
eschews the established system of employees earning 21 days of vacation leave and 21
days of sick leave per year, in favor of a set number of PTO days which the employee
can use to take leave for any reason. This system would retain a few earned sick leave
days, but with a far fewer number of sick days, employees would be less likely to call in
sick when they are not legitimately ill. The ability to cash-out unused PTO days would
provide further incentive for employees to show-up at work rather than call in sick.

We have initiated discussions regarding a PTO system with both the HGEA and UPW,
and continue in our efforts to negotiate a conversion to PTO for our employees.

We are not aware of any instance of an HHSC employee “spiking” his/her overtime
accrual when nearing retirement in order to inflate his/her pension. We closely follow
negotiated provisions and guidelines regarding the determination of OT opporfunities,
which makes it unlikely spiking can occur.
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Senate Special Committee on Accountability
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Testimony of Loretta J. Fuddy, A.C.S.W., M.P.H.
Director of Health

SCR34, REQUESTING THE AUDITOR TO CONDUCT AN AUDIT OF STATE
DEPARTMENTS WITH HIGH RATES OF ADDITIONAL COMPENSATION
PAID TO EMPLOYEES.

Department’s Position: Comments.
Fiscal Implications: Undetermined.
Purpose and Justification: The Department of Health recognizes the phenomenon known as “pension
spiking” as one factor among many contributing to future unfunded liabilities for public worker
pensions. The Department continues to participate in Governor Abercrombie’s efforts to transform
government through support of SB2750 SD1, an Administration Bill addressing “spiking,” as well as
ongoing review of internal controls to minimize abusive and inappropriate practices. Spiking is
commonly associated with government operations that run 24 hours a day, seven days a week; examples

pertinent to this hearing include the Hawaii State Hospital and Emergency Medical Services.

Hawaii State Hospital

The Hawalii State Hospital (HSH) falls within the Behavioral Health Administration and has been

actively monitoring sick leave utilization for the past four years for its approximate 600 employees. In

Prowmoting Lifelong Health and Wellness
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Page 2 of 4
the past ten years, HSH recorded between 50,000 and 90,000 hours of ordinary overtime (not associated

with holidays) annually, spiking in 2008 because of furlough and hiring freezes.

REFER TO ATTACHMENT A

REFER TO ATTACHMENT B

The 24/7 nature of the facility combined with mandatory staffing ratios make it difficult to isolate
abusive practices. Staffing ratios, which preserve employee and patient safety, are agnostic of holidays,
overtime, vacancies, sick leave, vacation, furloughs, and other scheduling issues for employees with
direct patient care responsibilities. Overtime utilization is lower in non-direct care areas because there is

a greater number of direct care staff, but use is roughly proportional.

That being said, the Hawaii State hospital is required to follow the requirements for sick leave and
overtime in the various collective bargaining agreements. The agreements are very specific as to the
way overtime and sick leave must be administered and as such the Hospital prefers the collective
bargaining agreement as the controlling document, rather than internal policies and procedures which
may create misunderstanding and opportunities for grievances. This also assures a greater degree of

consistency throughout the Hospital.
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ATTACHMENT B
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Emergency Medical Services

General oversight of the Emergency Medical Services system falls to the Director of Health but
operations, including personnel management, are contracted out to the counties. The DOH Emergency
Medical Services and Injury Prevention System Branch monitors the use of overtime by those counties,
two of which (the City and County of Honolulu and the County of Hawaii) are government entities

whose employees are part of the EUTF.

Because EMS is a continuous 24 hour service every day of the year, some amount of overtime is
expected. However, as shown in the following graphs, the two government agencies’ percentage of
personnel cost due to overtime is different. This is due to a higher number of vacancies at the City and

County of Honolulu.

REFER TO ATTACHMENT C

REFER TO ATTACHMENT D

The Department of Health does not have a breakdown of overtime or sick leave by individual employee
but has expressed its concerns to the contractors. In the case of the City énd County of Honolulu, the
City’s EMS Administration has worked with the DOH to develop strategies that strictly manage
overtime and instituted a new attendance policy to reduce sick leave. Surveillance of overtime and sick

leave will be enhanced upon implementation of a new employee information software system.

A major root cause for overtime, chronic vacancies, is being addressed through accelerated and
additional EMS training classes, and attempts to decrease forced overtime which causes some workers
to leave the field. City EMS has been actively recruiting and hiring to fill vacancies. In the meantime,

additional capacity has been maintained without adding to overtime through subcontracting EMS
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services from AMR. This year, to protect patient and provider safety, a limit on the number of

consecutive shifts providers can work was added to the State contracts for EMS.

Thank you for the opportunity to comment.
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ATTACHMENT D
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TESTIMONY TO THE |
SENATE SPECIAL COMMITTEE ON ACCOUNTABILITY - 01

For Hearing on Thursday, March 8, 2012
1:15 p.m., Conference Room 224

BY

BARBARA A. KRIEG
INTERIM DIRECTOR

Senate Concurrent Resolution No. 34/Senate Resolution 21
Requesting the Auditor to Conduct an Audit of State Departments with High
Rates of Additional Compensation Paid to Employees

WRITTEN TESTIMONY ONLY

TO CHAIRPERSON DONNA MERCADO KIM AND MEMBERS OF THE COMMITTEE:

The purpose of SCR 34/ SR 21 is to request the Auditor to conduct an audit of
state departments with high rates of additional compensation paid to employees.

The Department of Human Resources Development supports these resolutions
given that the findings and recommendations of the audit will be helpful information for
the State of Hawaii Executive Branch to consider in the formulation of policy and
operational decisions, including in connection with the adoption of integrated technology
solutions.

Thank you for the opportunity to provide testimony on these resolutions.



