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STANDING COMMITTEE REPORT NO. 22-%3
RE: J&GO/C.B. NO. 22-162

SUBJECT: LIFT THE FREEZE OF ANNUAL SALARY STEP
LEVEL INCREASES FOR THE NATIONAL
GOVERNMENT EMPLOYEES UNDER THE PUBLIC
SERVICE SYSTEM.

Juny 22, 2022

The Honorable Wesley W. Simina
Speaker, Twenty-Second Congress
Federated States of Micronesia
Fifth Special Session, 2022

Dear Mr. Speaker:

Your Committee on Judiciary and Governmental Operations to which

was referred C.B. No. 22-162, entitled:

“A BILL FOR AN ACT TO LIFT THE FREEZE OF SALARY
INCREASE FOR THE NATIONAL PUBLIC SERVICE EMPLOYEES, BY
AMENDING SECTION 509 OF TITLE 52 OF THE CODE OF THE
FEDERATED STATES OF MICRONESIA (ANNOTATED), AS
AMENDED, AND FOR OTHER PURPOSES.”,

begs leave to report as follows:

The intent and purpose of this bill are expressed in the title.

The Committee on Judiciary and Governmental Operations held a
hearing on C.B. No. 22-162 and other Public Service System
bills, C.B. No. 22-78, C.B. No. 22-139, C.B. No. 22-145, and
C.B. No. 22-147 on June 10, 2022. The purpose of C.B. No. 22-
162 is to lift the freeze on annual salary step level increases
of national government employees under the Public Service System
( IIPSSII ) .
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SUMMARY OF COMMITTEE ON JUDICIARY AND GOVERNMENTAL OPERATIONS
JUNE 10, 2022 HEARING TESTIMONY RELEVANT TO C.B. No. 22-162:

J&GO Committee Members present at the June 10, 2022 hearing:
Chairman Robson U. Romolow and Senator Isaac V. Figir.

Non-J&GO Committee Members present at the June 10, 2022 hearing:
Senator Joseph J. Urusemal, Senator Victor V. Gouland, and Vice
Speaker Esmond B. Moses.

The witnesses present at the June 10, 2022 J&GO Committee
hearing to testify were: Department of Justice Attorney General
Joses R. Gallen, Department of Finance & Administration
Assistant Secretary John Sohs, Office of Personnel Director
Samson Pretrick, FSM Supreme Court Director of Court
Administration Emeliana Musrasrik-Carl, Department of Education
Secretary Gardenia Aisek, Department of Resources and
Development Assistant Secretary of Energy Faustine Yarofausug
and staff, and Department of Environment, Climate Change and
Emergency Management Assistant Secretary for Environment Cynthia
H. Ehmes.

Committee Chairman welcomed the witnesses and public to the J&GO
Committee hearing. Committee Chairman opened the hearing with a
brief summary of the current Public Service System bills pending
before Congress. Committee Chairman expressed support for
increasing the salary of national government employees under the
Public Service System (“PSS”). Committee Chairman explained
that increasing the PSS employee salaries under C.B. No. 22-147
would address the concerns driving the PSS exemption bills (C.B.
No. 22-78 and C.B. No. 22-139). The primary driving factor
behind the PSS exemption bills is the low salaries set at the
PSS base salary pay and step levels.

Secretary of Justice testified his support for C.B. No. 22-162

(1ift freeze on annual salary step level increases for PSS
employees), and expressed his preference for passage of C.B. No.
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22-162 over C.B. No. 22-145 (PSS performance bonuses).

Secretary of Justice testified that the there is a PSS merit
salary increase system that requires evaluation prior to any PSS
pay level and/or step level increase. Secretary of Justice
explained that the PSS evaluations are tied to the merit salary
increases. According to the Secretary of Justice, PSS work
performance evaluations tied to the merit salary increase system
ended when the freeze on PSS employee annual salary step level
increases was enacted into law under P.L. 9-155 §11; 52 FSMC
§509(1). Secretary of Justice discussed that C.B. No. 22-162
will 1lift the freeze on PSS employee annual salary step level
increases and subsequently the merit salary increase system tied
to the PSS work performance evaluations will resume.

Secretary of Justice noted that departments have internal work
performance evaluations where the department directors and/or
supervisors rate employee performance as excellent,
good/satisfactory, or unsatisfactory. Secretary of Justice
provided historical background on the development of the PSS
system from the Trust Territory period. The PSS was developed
at a time when most national government employees were non-
professionals. The PSS was not developed in consideration of a
significant portion of PSS employees being lawyers, doctors, PhD
and technical professionals. Secretary of Justice testified
that the PSS no longer fits the current job market and has not
evolved to the country’s economic development.

Secretary of Education testified that national government PSS
employees have not received Congressional approved salary
increases to personnel budget. Secretary of Education explained
that the Department of Finance allocates the salary budget
approved by Congress, but the Office of Personnel implements
P.L. 9-155 §11 for issuance of the actual salary to PSS
employees. P.L. 9-155 §11 enacted “a freeze on annual salary
step level increases of all employees in the public service
system.” P.L. 9-155 §11, 52 FSMC §509(1).
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It important to note, Congressional budgetary approvals that
increase PSS employee salary do not change the underlying PSS
law, Title 52 of the Code of the FSM. 1In addition,
Congressional budgetary approvals do not change the requirements
and qualifications for PSS base salary schedule grades (pay and
step levels). Congress approval of PSS employee salary
increases does not guarantee the PSS employee will receive the
salary increase. The PSS employee must still meet the PSS
salary pay and step grade qualifications required for the new
salary grade that corresponds to the increased salary sought.
If the PSS employee does not meet the education and experience
qualifications for the new salary grade corresponding to the
increased salary sought, the PSS employee will not receive the
increased salary approved by Congress. The PSS salary grade
qualifications and requirements preserve the integrity of the
PSS and seeks to ensure that qualified persons are in higher
paying positions.

Office of Personnel Director testified that the office
implemented P.L. 21-237 and all employees have received their
adjusted pay increases in accordance with the law. P.L. 21-237
required the increase of PSS employee salaries accordingly:

e 5% salary increase to employees in the top tier of PSS
e 10% salary increase to employees in the middle tier of PSS
e 15% salary increase to employees in the bottom tier of PSS.

The Office of Personnel explained that through implementation of
P.L. 21-237, that PSS middle tier employees receiving 10% salary
increase ultimately received a greater salary increase in
comparison to PSS top tier employees receiving 5% salary
increase and PSS botton tier employees receiving 15% salary
increase.

Office of Personnel Director testified that the merit incentive

system is based on the ability to have salary step increases,
where when an employee reaches step 7 of their pay level, the
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incentive program makes the employee eligible to move up to next
pay level. Office of Personnel Director explained that this has
not been available since the annual salary step increases have
been frozen for the past 25 years.

Office of Personnel Director stated that salary increases will
help the national government retain its work force, and
encourage FSM citizens abroad to apply for positions and return
to the country. Office of Personnel discussed the brain drain
the government is currently experiencing as a result of mass
immigration out of the country for work and migration of
national government employees from the government sector to the
private sector. Office of Personnel Director explained that the
national government has also experienced lateral employee
transfers from one government department to another government
department in an attempt to obtain higher paying positions, or
leaving the government for a position with an international
organization due to the salary freeze. Migration from state
government to national government does occur due to the salary
gap between state and national government employees, but there
is still a concern of employee retainment. The Office of
Personnel does not receive applicants for m id-level or
technical positions under the PSS. Most applicants respond to
national government recruitment efforts for contractual
positions (outside the PSS), because the positions tend to offer
a higher salary and afford applicants with greater salary
negotiating power. Office of Personnel Director further
testified that C.B. No. 22-147 may overcome the inflation rate
and increase in living costs tied to the PSS salary freeze put
in place in 1997, but likely not the huge gap between the PSS
employee pay rate and contract employees.

Congressional Members raised concern on the internal department
evaluations of work performance and awarding salary increases
for satisfactory work. Congressional members discussed how
salary increases and promotions should be awarded for only
excellent work, not doing the bare minimum. Although management
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may not recommend a step increase for unsatisfactory work, the
concern is that it is easy for management to rate all employees
as satisfactory due to lack of internal critical assessments of
employee work performance. Committee Chairman detailed that
Congress is aware of the work that needs to be done by the
departments, and at times the work is not being done in a timely
manner. Committee Chairman discussed the need for increased
efficiency and accountability, because there are instances where
simple tasks take months to finish. Committee Chairman also
discussed the need for increased department management and
prioritization of urgent tasks, because there are instances
where work is not being done on an urgent matter when employees
assigned certain tasks are out of the office.

Committee Chairman adjourned the hearing and explained that the
Committee will take all testimony provided at the hearing under
consideration. Committee Chairman recommend Congress consider the
salary increase (C.B. No. 22-147) and performance bonus (C.B. No.
22-145) bills prior to consideration of C.B. No. 22-162 and the
PSS exemption bills (C.B. No. 22-78 and C.B. No. 22-139).

CURRENT LAW FREEZING THE ANNUAL STEP SALARY INCREASES,

52 FSMC §509(1) states:

“Notwithstanding any other applicable law, there is hereby
enacted:

(1) a freeze on annual salary step increases of all
employees in the public service system.

P.L. 9-155 §l11, 52 FSMC §509(1]). The “notwithstanding any other
applicable law” provision preceding the freeze on annual salary
step level increases means the freeze on annual salary step
increases as enacted into law takes precedence over any other
law that may be applicable to PSS annual salary step level
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increases. However, the freeze on annual salary step level
increases does not override any changes enacted into law that on
the underlying PSS base salary schedule bi-weekly pay rate
itself. Simply, if C.B. No. 22-147 were enacted into law, PSS
employees will still receive their new base salary in accordance
with the revised salary per their current pay and step level, in
spite of the current freeze on annual salary step level
increases under 52 FSMC §509(1). 52 FSMC §509(1) only stops the
PSS employees from moving up a pay step level annually within
the base salary schedule, for example where employees receive
salary step level increase based on department managerial
discretion. 52 FSMC §509(1) would not prevent PSS employees from
receiving their new bi-weekly salary rate.

At the June 10, 2022 hearing, the Office of Personnel testified
that the office has implemented P.L. 21-237 and all employees
have received their adjusted pay increases (5% salary increase
for PSS top tier, 10% salary increase for PSS middle tier, and
15% salary increase for PSS bottom tier) in accordance with the
law.

The Office of Personnel testimony and implementation of P.L.
21-237 demonstrates that the freeze on annual salary step level
increases under P.L. 9-155 would not prevent the PSS employees from
receiving their increased bi-weekly salary rate under C.B. No.
22-147. The freeze on annual salary step level increases did not
block P.L. 21-237’'s implementation because P.L. 21-237 changed the
underlying PSS base salary schedule. In summary, C.B. No. 22-162
(lifting the freeze on annual salary step level increases) is not
required to implement C.B. No. 22-147. Congress can legislate to
increase the PSS base salary schedule without opening the PSS to
limitless PSS employee salary increases.

CONCLUSION
The Committee on Judiciary and Governmental Operations has

reviewed C.B. No. 22-162, and considered all testimony from the
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June 10, 2022 Public Hearing and feedback received from the
Executive Departments, including but not limited to the
Department of Justice, Office of Personnel, Department of
Finance and Administration, and individual witness testimony.

Your Committee on Judiciary and Governmental Operations does—not—
recommends C.B. No. 22-162 be filed. Your Committee consensus
is that the freeze on annual salary step level increases does
not prevent PSS employees from receiving their increased
salaries under C.B. 22-147 C.D.l. C.B. No. 22-147 C.D.1 will
change the underlying base salary schedule of bi-weekly salary
rate under 52 FSMC §205. Further, C.B. No. 22-147 C.D.l can
include a provision clarifying that the freeze on annual salary
step level increases under 52 FSMC § 509 does not prevent PSS
employees from receiving their new PSS base and step level
salaries in accordance with C.B. No. 22-147 C.D.1l.
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June 10, 2022 Public Hearing and feedback received from the
Executive Departments, including but not limited to the
Department of Justice, Office of Personnel, Department of
Finance and Administration, and individual witness testimony.

Your Committee on Judiciary and Governmental Operations
recommends C.B. No. 22-162 be filed. Your Committee consensus
is that the freeze on annual salary step level increases does
not prevent PSS employees from receiving their increased
salaries under C.B. 22-147 C.D.1l. C.B. No. 22-147 C.D.1 will
change the underlying base salary schedule of bi-weekly salary
rate under 52 FSMC §205. Further, C.B. No. 22-147 C.D.1l can
include a provision clarifying that the freeze on annual salary
step level increases under 52 FSMC § 509 does not prevent PSS
employees from receiving their new PSS base and step level
salaries in accordance with C.B. No. 22-147 C.D.1l.
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Respectfully submitted,

Robson U. Romolow, chairman Peter M. Christian, vice chairman
SN —

Tiwiter Aritos, member S Perman, member

Wesley W. Simina, member Isaac V. Figir, member

Paliknoa K. Welly, member
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Respectfully submitted,

\QUV%A ¢

Ropson U. Romolow, &hairman Peter Christian, vice chairman
Tiwiter Ar;tos, mmber Ferny S. Perman, member
{_x/)él-/ﬁ;

/ Wegley W. Simina, member Isaac V. Figir, member

Paliknoz K. Welly, member




