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STATE
o f  ALASKA m m m m m

-

T0: r  The Honorable Mike M i l le r  DAIE‘ February 9 , 1979
Chairman
House State A ffa irs  Committee FllENO
Alaska State Legislature

FR0M Commissioner B. B. A llen y T  SUBJECT HCR 2
Department of Administration

¥

TELEPHONE NO:

Comparison of subject resolution with the text of the Salary Commis­
s ion 's  f in a l report to the Legislature shows some substantive cifferences 
in language. Although these changes may have been In tent iona l, I am 
c a l l in g  them to your attention on the chance they were not.

Language in HCR 2:

"Whereas Recommendation Number (5 ) (A) proposes that there be 
no change 1n the salary level of d iv is ion  d irectors ; the 
Salary Commission recognizes that promotions from deputy 
d irector of a d iv is ion  may sometimes necessitate that those 
receiving a oromotlon movr into a step other than 'A' 1n order 
to be assured a salary increase; 1n such cases, that person 
receiving the promotion should enter at the lowest step neces­
sary to receive a salary Increase;"

Language in Salary Commission Recommendation (5 ) (A) :

"Directors remain on state pay plan (AS 39.27.011). We continue 
to recommend entry level of new Directors b in the 'A' step 
of the salary range ct which they are h ired . We recognize 
that promotions to Director may sometimes necessitate that 
those receiving the promotion move into a step other than 'A' 
in  order to be assured a salary Increase. In such cases, that 
person receiving the promotion should enter at the lowest step 
necessary to Insure a salary increase."

I t  looks as 1f some l ines  may have been omitted when the Resolution 
was typed. Aiso, 1n the era of magnetic card typing capab i l ity  i t  
appears some language from the 1977 Resolution was used 1n pre;-r1ng HCR 
2. For example, the 1977 Resolution l is ted  promotions from "deputy 
d irector ."  A er hearing about <mr problems 1n promoting anyone else to 
d iv is io n  d irector , the Salary Commission removed a l l  reference to class 
t i t le s  1n preparing Its recommendations to the Legis lature .

Language 1n HCR 2:

"Whereas Recommendation Number (5)(C) proposes that directors 
who, as of December 31, 1978, have the ir  sa lar ies  frozen 
[emphasis added] s h a l l ,  as of January i ,  1079, be placed 
w ith in  the state salary schedule 1n AS 39.27.011 at the range



T h e  H o n o r a b l e  M i k e  M i l l e r
P a g e  2
F e b r u a r y  9 ,  1 9 7 9

closest to , but not less than, the ir  current salary and the ir 
salary progression shall fo llow  the steps outlined in  the 
salary schedule to a maximum of $50,000 annually ;"

Language in Salary Commission Recommendation (5)(C ):

"All D iv is ion Directors who, as of December 31, 1978, are on 
frozen salary [emphasis added] s h a l l ,  as of January 1, 1979, 
be placed w ith in the salary schedule at the aporopriate range 
closest to but not less than the ir current salary and shall 
progress in step according to the schedule w ith in that salary 
range, provided that the ir salary shall not exceed a maximum 
of $50,000/year."

This recommendation was designed to correct s ituations whereby non 
deputy d1r» ’.ors who are promoted to d irector had the ir sa laries frozen 
rather than cut to achieve step 'A' of the higher salary range. Recom­
mendation (5 ) (B) provides that director sa lar ies  above $50,000 w i l l  be 
frozen without further increase. To substitute the words "have the ir 
sa lar ies  frozen" for "are on frozen salary" for Recommendation (5 ) (C) 
would contradict Recommendation (5 ) (B).

I am ava ilab le  at your convenience to discuss these topics.

BBA/bc
P2-N



February 5 , 1979

Mr. Myrton R. Charney 

Executive Director 

Legislative Affairs Agency 

Pouch Y
Juneau, Alaska 99811

Dear Mr. Charney:

I understand there are interpretive problems with Item 12C of the 
Salary Commission's 1979 Final Report:

"Legislators receive an annual allowance to 
a maximum of $4,320."

Please be assured that it was not the Intent of the Salary Commis­

sion to imply a requirement to voucher expenses. The words ". . . to a

maximum . . ." only allow a Legislator to accept an amount less than
$4,320 for expenses if that is his/her desire.

Sincerely,

Kathleen (Kay) DleHels, Chairman 
Alaska Salary Commiasion

KD/bc
cc: Salary Commission Members
Pl-K
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INTRODUCTION

T h e s e  s t a n d a r d s  a m e n d  the r e g u l a t i o n s  of the C o u n c i l  on W a g e  
a n d  P r i c e  S t a b i l i t y  to i m p l e m e n t  the P r e s i d e n t ' s  a n t i - i n f l a t i o n  
p r o g r a m  by a d d i n g  a n e w  p a r t  705 to t i t l e  6 a n d  an a p p e n d i x  
to t h a t  p a r t  s p e c i f y i n g  v o l u n t a r y  s t a n d a r d s  for n o n i n f l a t i o n a r y  
w a g e  a n d  p r i c e  b e h a v i o r .  T h e s e  s t a n d a r d s  s u p e r s e d e  t h o s e  
r e l e a s e d  by t h e  C o u n c i l  on O c t o b e r  31, 1978, p u b l i s h e d  in the 
F e d e r a l  R e g i s t e r  N o v e m b e r  7, 1978.
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§705.1 A u t h o r i t y . T h e  p r o v i s i o n s  of th i s  p a r t  are p r o m u l g a t e d  
u n d e r  the C o u n c i l  on  W a g e  and P r i c e  S t a b i l i t y  Act, P.L. 93-3 8 7 ,  
as a m e n d e d  b y  P.L. 94-78, and P.L. 9 5 - 1 2 1  (12 U.S.C. 1904 note), 
a n d  p a r t i c u l a r l y  in f u r t h e r a n c e  of §2(c), §3(a)(4), a n d  §3(a)(5) 
of t h a t  Act.

7 0 5 A  P r i c e  S t a n d a r d

7 0 5 A - 1  G e n e r a l  A p p l i c a b i l i t y  of the P r i c e  S t a n d a r d . T h e  p r i c e  
s t a n d a r d  a p p l i e s  to all g ods a n d  s e r v i c e s  (products) s o l d  in the 
U n i t e d  S t a t e s  and its t e r r i t o r i e s  and p o s s e s s i o n s ,  i n c l u d i n g  
g o o d s  and s e r v i c e s  s o l d  by F e d e r a l ,  State, and l o c a l  g o v e r n m e n t  
e n t i t i e s .

7 0 5 A - 2  P r i c e  O e c e l e r a t i o n  S t a n d a r d . A  c o m p a n y  c o m p l i e s  w i t h  the 
n e n e r a l  p r i c e  d e c e l e r a t i o n  s t a n d a r d  if its p r o g r a m - y e a r  r a t e  of 
p r i c e  c h a n g e  is n o  g r e a t e r  t h a n  (1 ) the b a s e - p e r i o d  r a t e  of 
p r i c e  c h a n g e  m i n u s  the d e c e l e r a t i o n  p e r c e n t a g e  or  (2) 9.5 p e r­
cent, w h i c h e v e r  is less. H o w e v e r ,  a c o m p a n y  w i t h  a p r o g r a m - y e a r  
r a t e  o f  p r i c e  c h a n g e  o f  1.5 p e r c e n t  or less w i l l  be c o n s i d e r e d  
to be in c o m p l i a n c e  w i t h  the p r i c e  d e c e l e r a t i o n  s t a n d  lrd r e g a r d­
less of  its b a s e - p e r i o d  rate of p r i c e  c h a nge. For p u r p o s e s  of 
this s t a n d a r d :

(a) T h e  p r o g r a m - y e a r  rate of p r i c e  c h a n g e  is the s a l e s -
w e i g h t e d  a v e r a g e  of the p e r c e n t a g e  c h a n g e s  of a 
c o m p a n y ' s  p r o d u c t  p r i c e s  m e a s u r e d  fr o m  the last 
c a l e n d a r  or  fiscal q u a r t e r  c o m p l e t e d  p r i o r  to 
O c t o b e r  2, 1978, t h r o u g h  the same q u a r t e r  of 1979.

(b) T h e  b a s e - p e r i o d  ra t e  of p r i c e  c h a n g e  is the s a l e s -
w e j q h t e d  a v e r a g e  of the p e r c e n t a g e  c h a n g e s  of  a
c o m p a n y ' s  p r o d u c t  p r i c e s  f r o m  tho last c a l e n d a r  or 
c o m p l e t e  f ’scal q u a r t e r  of 1975 to the c o r r e s p o n d­
ing q u a r t e r  of 1977, e x p r e s s e d  at annual rates.

(c) T h e  d e c e l e r a t i o n  p e r c e n t a g e  is 0.5 p e r c e n t a g e  p o i n t s
u n l e s s  a c o m p a n y  e x p e r i e n c e s  pay d e c e l e r a t i o n  t h a t  is
g r e a t e r  t h a n  0.5 p e r c e n t a g e  p o i n t s ,  in which c a s e  full 
p a s s t h r o u g h  of tho a d d i t i o n a l  p a y  d e c e l e r a t  on is 
r e q u i r e d  for c o m p l i a n c e  w i t h  the g e n e r a l  p r i c e  d e c e l­
e r a t i o n  s t a n d a r d .  In s u c h  i n s t a n c e s ,  the t o t a l  p r i c e  
d e c e l e r a t i o n  p e r c e n t a g e  is 0.5 p e r c e n t a g e  p o i n t s  p l u s  
the m u l t i p l e  of the c o m p a n y  p a y  s h a r e  and the r a t e  of 
pa} d e c o l o r a t i o n  t h a t  is in e x c e s s  of 0.5 p e r c e n t a g e  
p oints.



7 0 5 A - 3  E x c l u s i o n s  fr o m  C o m p a n y  P r i c e  C a l c u l a t i o n s . S a l e s  by 
p r o d u c e r s  of g o o d s  a n d  s e r v i c e s  i n c l u d e d  in the f o l l o w i n g  
c a t e g o r i e s  are e x c l u d e d  f r o m  the c a l c u l a t i o n  of a c o m p a n y ' s  
a v e r a g e  p r i c e  change:

(a) A g r i c u l t u r a l ,  f i shing, f o r e s t r y  and m i n e r a l  p r o d u c t s  
i n c l u d e d  in the 1972 S t a n d a r d  I n d u s t r i a l  C l a s s i f i c a t i o n  
M a n u a l , M a j o r  G r o u p s  01, 02, 08 (except 085), 09, 10 
(except 108), 11 (except 1112), 12 (except 1213), 13 
(except 1321 and 138), and 14 (except 148).

(b) R e c y c l a b l e  s c r a p  m a t e r i a l s  i n c l u d i n g ,  but n o t  l i m i t e d  
to, f e r rous a n d  n o n f e r r o u s  m e t a l  scrap, w a s t e  paper, 
t e x t i l e  waste, s c r a p  r u b b e r ,  s c r a p  p l a s t i c s ,  and 
g l a s s  cullet.

(c) C o m m o d i t i e s  w h o s e  h i s t o r i c a l  and c u r r e n t  p r i c e  c n a n g e s  
are c l o s e l y  t i e d  to p r i c e  m o v e m e n t s  on an o r g a n i z e d  
o p e n  e x c h a n g e  m a r k e t ,  e i t h e r  d o m e s t i c  o r  foreign.

(d) E x p o r t s  of g o o d s  a n d  s e r v i c e s .

(e) P r o d u c t s  d e l i v e r e d  at p r i c e s  d e t e r m i n e d  by c o n t r a c t s  
e x i s t i n g  b e f o r e  O c t o b e r  2, 1978. If the c o n t r a c t  
a l l o w s  for s e l l e r  d i s c r e t i o n  to a d j u s t  p r i c e s ,  the 
p r o d u c t  is not e x c l u d e d .  P r o d u c t s  d e l i v e r e d  u n d e r  
p r e e x i s t i n g  c o n t r a c t s  that do not s p e c i f y  d e l i v e r y  
p r i c e s  are not e x c l u d e d .

(f) P r o d u c t s  e x c h a n g e d  in o t h e r  than o p e n  and a r m s - l e n  ;th 
t r a n s a c t i o n s .

(g) N e w  o r  d i s c o n t i n u e d  p r o d u c t s .  For the p u r p o s e  of 
this e x c l u s i o n ,  n e w  and d i s c o n t i n u e d  p r o d u c t s  are 
t h o s e  p r o d u c t s  that w e r e  i n t r o d u c e d  or  d i s c o n t i n u e d  
d u r i n g  e i t h e r  the b a s e  p e r i o d  or  the p r o g r a m  year.
T h a t  is, p r o d u c t s  t h a t  e x i s t e d  t h r o u g h o u t  the base 
p e r i o d  or that e x i s t  t h r o u g h o u t  the p r o g r a m  y e a r  
s h o u l d  In i n cluded in the c a l c u l a t i o n s  of the 
r e s p e c t i v e  r a t e s  of p r i c e  c h a n q e  for t h o s e  per i o d s .
A p r o d u c t  d o e s  not b e c o m e  new o r  d i s c o n t i n u e d  m e r e l y  
b e c a u s e  of a l t e r e d  s p e c i f i c a t i o n s ,  style, p a c k a g i n g ,  
or q u a l i t y  c h a n g e s .  S u c h  c h a n g e s  s h o u l d  be r e f l e c t e d  
in p r i c e  c h a n g e s  (for e x a m p l e ,  q u a l i t y  d e c r e a s e s  
s h o u l d  be r e f l e c t e d  as p r i c e  i n c r e a s e s  a n d  q u a l i t y  
i n c r e a s e s  s h o u l d  be r e f l e c t e d  as p r i c e  d e c r e a s e s ) .
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(h) C u s t o m  or  o n e - t i m e  p r o d u c t  s a l e s  ( p r o d u c t s  s p e­
c i a l l y  p r o d u c e d  to p a r t i c u l a r - t j y e r  s p e c i f i c a t i o n s ) . 
S u c h  p r o d u c t s  m u s t  h a v e  c h a r a c t e r i s t i c s  t h a t  are 
s u b s t a n t i a l l y  d i f f e r e n t  f r o m  any o t h e r  p r o d u c t s  
p r e v i o u s l y  so l d  by  the c o m p a n y .  T o  q u a l i f y  for the 
e x c l u s i o n ,  c u s t o m  p r o d u c t s  m u s t  m e e t  the s a m e  c r i­
t e r i a  as t h o s e  for n e w  p r o d u c t s .  If the c u s t o m  
p r o d u c t  is p r o d u c e d  a n d  d e l i v e r e d  o v e r  the d u r a t i o n  
of t h e  e n t i r e  b a s e  p e r i o d  or p r o g r a m  y e a r ,  it d o e s  
n o t  q u a l i f y  for e x c l u s i o n .

(i) I n t e r e s t  rates.

7 0 5 A - 4  S i x - m o n t h  S t a n d a r d  for P r i c e  I n c r e a s e s . D u r i n g  the 
f i r s t  h a l f  of the p r o g r a m  y ear, the a v e r a g e  r a t e  of p r i c e  c h a n g e  
for a c o m p a n y  s h o u l d  n o t  e x c e e d  50 p e r c e n t  of the a l l o w a b l e  
p r o g r a m - y e a r  r a t e  o f  p r i c e  c h a n g e ,  a s  d e f i n e d  in S e c t i o n  705A-2. 
H o w e v e r ,  a c o m p a n y  n e e d  n o t  c o m p l y  w i t h  t h i s  s i x - m o n t h  l i m i t  if 
it c a n  d e m o n s t r a t e  th a t  the i n c r e a s e s  in e x c e s s  of 50 p e r c e n t  of
t h e  a l l o w a b l e  p r o g r a m - y e a r  c h a n g e  c a n  be j u s t i f i e d  o n  g r o u n d s  of
s e a s o n a l  v a r i a t i o n s  in b u s i n e s s  o p e r a t i o n s ,  h i s t o r i c a l  b u s i n e s s  
p r a c t i c e s ,  or  u n u s u a l  b u s i n e s s  c o n d i t i o n s ;  and w i l l  not p r e v e n t  
c o m p l i a n c e  w i t h  the g e n e r a l  p r i c e  d e c e l e r a t i o n  s t a n d a r d  by the 
e n d  o f  the p r o g r a m  year. H o w e v e r ,  if a c o m p a n y  e x c e e d s  the 
s i x - m o n t h  p r i c e  s t a n d a r d ,  a c o m p a n y  m u s t  a l s o  be a b l e  to s h o w  
that its p r i c i n g  a c t i o n s  a r e  c o n s i s t e n t  w i t h  a d h e r e n c e  to the 
p r o f i t  m a r g i n  l i m i t a t i o n  (for the p r o g r a m  y e a r ) ,  d e f i n e d  in 
S e c t i o n  7 0 5 A - 6 ( a ) .

7 0 5 A - 5  I n s u f f i c i e n t  C o m p a n y  C o v e r a g e .

(a) If a d j u s t e d  r e v e n u e s  d u r i n g  the four q u a r t e r s  p r i o r  
to the p r o g r a m  y e a r  are less t h a n  25 p e r c e n t  of
the t o t a l  c o m p a n y  r e v e n u e ,  the c o m p a n y  n e e d  not
c o m p l y  w i t h  the p r i c e  s t a n d a r d  o r  the p r o f i t  m a r g i n
l i m i t a t i o n .

(b) If p r o d u c t s  e x c l u d e d  u n d e r  7 0 5 A - 3 (f ) - (i) a c c o u n t  for 
o n e - t h i r d  o r  m o r e  o f  a c o m p a n y ' s  a d j u s t e d  r e v e n u e  
for the p r o g r a m  year, the c o m p a n y  n e e d  n o t  c o m p l y  
w i t h  the g e n e r a l  p r i c e  d e c e l e r a t i o n  s t a n d a r d  b u t  
s h o u l d  c o m p l y  w i t h  the p r o f i t  m a r g i n  l i m i t a t i o n  
d e s c r i b e d  in s e c t i o n  7 0 5 A - 6 ( a ) .

Fo r  the p u r p o s e  o f  this s ? c t i o n ,  the a d j u s t e d  r e v e n u e s  are 

d e f i n e d  as the c o m p a n y ' s  r e v e n u e s  m i n u s  r e v e n u e s  fr o m  the sale 
o f  p r o d u c t s  i d e n t i f i e d  in S e c t i o n  7 0 5 A - 3 ( a ) - ( o ) .
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7 0 5 A - 6  E x c e p t i o n s

(a) P r o f i t  M a r g i n  L i m i t a t i o n . (1) If a c o m p a n y  is u n a b l e  
to c o m p l y  w i t h  t h e  p r i c e  d e c e l e r a t i o n  s t a n d a r d  b e c a u s e  it is 
i m p o s s i b l e  to c a l c u l a t e  its a v e r a g e  p r i c e  c h a n g e  or b e c a u s e  of 
u n c o n t r o l l a b l e  p r i c e  i n c r e a s e s  in g o o d s  and s e r v i c e s  it buys, 
it s h o u l d  s a t i s f y  the f o l l o w i n g  t w o - p a r t  p r o f i t  l i m i t a t i o n .

(i) T h e  p r o g r a m - y e a r  p r o f i t  m a r g i n  s h o u l d  be no h i g h e r  
t h a n  the a v e r a g e  p r o f i t  m a r g i n  for a n y  two o f  the 
c o m p a n y ' s  la s t  t h r e e  f i s c a l  y e a r s  p r i o r  to O c t o b e r  2, 
1978.

(ii) P r o g r a m - y e a r  p r o f i t  s h o u l d  n o t  e x c e e d  b a s e - y e a r
p r o f i t  by m o r e  t h a n  6.5 p e r c e n t  p l u s  any p o s i t i v e  
p e r c e n t a g e  g r o w t h  in p h y s i c a l  v o l u m e  f r o m  the 
b a s e  y e a r  to the p r o g r a m  year. B a s e - y e a r  p r o f i t  
c a n  be e i t h e r  p r o f i t  e a r n e d  d u r i n g  the four c o m­
p l e t e  f i s c a l  or c a l e n d a r  q u a r t e r s  p r i o r  to  the 
p r o g r a m  year, o r  the a v e r a g e  p r o f i t  m a r g i n  d e t e r­
m i n e d  in (i) a b o v e  m u l t i p l i e d  by s a l e s  o r  r e v e n u e s  
in ne last four c o m p l e t e  fiscal q u a r t e r s  p r i o r  
to the p r o g r a m  year.

(2) A  c o m p a n y ' s  p - o f i t  m a r g i n  is the r a t i o  of p r o f i t  to net 
s a l e s  a n d / o r  r e v e n u e s .

(i) P r o f i t  is d e f i n e d  as the s u m  of i t e m  14 and items 
11 t h r o u g h  13 m i n u s  i t ems 7 t h r o u g h  10 in 17 C F R  
S e c t i o n  2 1 0 . 5 - 0 3 .  B r i e f l y ,  p r o f i t  is " i n c o m e  or  
loss b e f o r e  i n c o m e  tax e x p e n s e "  m i n u s  d i v i d e n d  
income, i n t e r e s t  or  p r o f i t  on s e c u r i t i e s ,  and 
m i s c e l l a n e o u s  o t h e r  income, p l u s  i n t e r e s t  e x p e n s e  
and a m o r t i z a t i o n  of  d e b t  d i s c o u n t  and e x p e n s e ,  l o s s e s  
on  s e c u r i t i e s ,  a n d  m i s c e l l a n e o u s  i n c o r e  d e d u c t i o n s .

(ii) N e t  s a l e s  a n d / o r  r e v e n u e s  c o n s i s t  of (1) net s a l e s  
of t a n g i b l e  p r o d u c t s  (gross s a l e s  less d i s c o u n t s ,  
r e t u r n s ,  and a l l o w a n c e s ) ;  (2 ) o p e r a t i n g  r e v e n u e s  of 
p u b l i c  u t i l i t i e s ;  and (3) o t h e r  r e v e n u e s  s u c h  as 
r o y a l t i e s ,  rents, and the sa l e  of s e r v i c e s  and 
i n t a n g i b l e  p r o d u c t s  (e.g., e n g i n e e r i n g ,  r e s e a r c h  
and d e v e l o p m e n t ,  and o t h e r  p r o f e s s i o n a l  services) . 
T h i s  d e f i n i t i o n  is c o n s i s t e n t  w i t h  17 C F R  S e c t i o n  
2 1 0 . 5 - 0 3 ,  i t e m s  1A, IB, and 1C.



(b) U n d u e  H a r d s h i p  a n d  G r o s s  I n e q u i t y . T h e  C o u n c i l  ma'. 
e x c e p t  a c o m p a n y  f r o m  t h e  a p p l i c a t i o n  o f  the p r i c e  d e c e l e r a t i o n  
s t a n d a r d ,  m a k e  a d j u s t m e n t s  to the b a s e - p e r i o d  rate of p r ice 
chan g e ,  o r  a l t e r  a p p l i c a t i o n  of the p r o f i t  m a r g i n  l i m i t a t i o n  
to a v o i d  e x t r e m e  s i t u a t i o n s  of h a r d s h i p  or g r o s s  inequity. P r o c e­
d u r e s  for s u c h  e x c e p t i o n s  a n d  a d j u s t m e n t s  are set forth in 
P a r t  706 o f  t h i s  C h a p t e r .
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7 0 5 B  Pa'' S t a n d a r d

7 0 5 B - 1  P a y  S t a n d a r d . F o r  e a c h  e m p l o y e e  unit, the a n n u a l  
i n c r e a s e  in a v e r a g e  p a y  r a t e s  s h o u l d  be  7 p e r c e n t  or  less.

7 0 5 B - 2  E m p l o y e e  Units. For the p u r p o s e  of  e s t a b l i s h i n g  
c o m p l i a n c e  w i t h  tne p a y  s t a n d a r d ,  a c o m p a n y  m u s t  i d e n t i f y  
t h r e e  t y p e s  of e m p l o y e e  units:

(a) E a c h  g r o u p  of the c o m p a n y ' s  e m p l o y e e s  s u b j e c t  to 
a p a r t i c u l a r  c o l l e c t i v e  b a r g a i n i n g  a g r e e m e n t  to 
w h i c h  the c o m p a n y  is a p a r t y  c o n s t i t u t e s  a 
s e p a r a t e  e m p l o y e e  unit.

(b) A l l  m a n a g e m e n t  e m p l o y e e s  (not u n d e r  a c o l l e c t i v e  
b a r g a i n i n g  a g r e e m e n t )  c o n s t i t u t e  an e m p l o y e e  unit.

(c) All o t h e r  e m p l o y e e s  c o n s t i t u t e  an e m p l o y e e  unit.

A  c o m p a n y  n e e d  n o t  i d e n t i f y  s e p a r a t e l y  c o l l e c t i v e  b a r g a i n i n g  
u n i t s  r e c o u n t i n g  for less than 5 p e r c e n t  of its e m p l o y e e s .  
H o w e v e r ,  if a c o l l e c t i v e  b a r g a i n i n g  u n i t  is not s e p a r a t e l y  
i d e n t i f i e d ,  the w o r k e r s  m u s t  be i n c l u d e d  in the "all o t h e r  
e m p l o y e e s "  c a t e g o r y .

70 5B-3 A p p l i c a t i o n  o £  the Pay S t a n d a r d  to C o l l e c t i v e  B r r g a i n i n g  
A g r e e m e n t s .

(a) A  c o m p a n y  c o m p l i e s  w i t h  the p a y  s t a n d a r d  if the  
a n n u a l  rate of p a y - r a t e  c h a n g e  o v e r  the life
of e a c h  c o l l e c t i v e  b a r g a i n i n g  a g r e e m e n t  n e g o t i a t e d  
d u r i n g  the p r o g r a m  y e a r  is 7 p e r c e n t  or less.

(b) In a d d i t i o n ,  the a n n u a l  p a y - r a t e  i n c r e a s e  m a y  be 
no  g r e a t e r  than B p e r c e n t  in any ye a r  of a 
m u l t i - y e a r  a g r e e m e n t .

(c) For p u r p o s e s  of d e t e r m i n i n g  w h e t h e r  the a n n u a l  
r a t e  of p a y - r a t e  c h a n g e  c o m p l i e s  w i t h  the pay 
s t a n d a r d ,  f o r m u l a s  for c o s t - o f - l i v i n g  a d j u s t m e n t s  
s h o u l d  be c o m p u t e d  on  the a s s u m p t i o n  of a 6 - p e r c e n t  
a n n u a l  rate of i n f l a t i o n  in the C o n s u m e r  P r i c e  
I n dex o v e r  the life of the c o n t r a c t .
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(d) T h e  c o s t  c c p r i v a t e  f r i n g e  b e n e f i t  p r o g r a m s  s h o u l d  
be m e a s u r e d  b y  e m p l o y e r  c o n t r i b u t i o n  rates.

(e) P a y - r a t e  i n c r e a s e s  d i c t a t e d  by a g r e e m e n t s  s i g n e d  
p r i o r  to O c t o b e r  25, 1978, are e x e m p t e d  from 
the pay s t a n d a r d .

(f) A  c o n t r a c t  t h a t  i n c l u d e s  a p r o v i s i o n  for a future 
w a g e  r e o p e n i n g  w i l l  be a s s u m e d  to be t e r m i n a t i n g  
o n  th a t  date.

7 0 5 B - 4  A p p l i c a t i o n  of  the Pay S t a n d a r d  to E m p l o y e e s  Not 
U n d e r  C o l l e c t i v e  B a r g a i n i n g  A g r e e m e n t s .

(a) A  c o m p a n y  c o m p l i e s  w i t h  the p a y  s t a n d a r d  if, for 
e a c h  e m p l o y e e  unit, the p a y  ra t e  in the last 
q u a r t e r  of the p r o g r a m  y e a r  d o e s  not e x c e e d  the 
p a y  r a t e  in the ba s e  q u a r t e r  bv m o r e  than 7 
p e r c e n t .

(b) C o m p l i a n c e  ...ay be d e t e r m i n e d  by c o m p u t i n g  
p a y - r a t e  c h a n g e s  for the fixed p o p u l a t i o n  of 
c o n t i n u i n g  e m p l o y e e s  e m p l o y e d  in the b e g i n n i n g  
and end of the p r o g r a m  year. In this c a s e  pa y -  
ra t e  i n c r e a s e s  m a y  e x c l u d e  the e f f e c t s  of 
l e g i t i m a t e  p r o m o t i o n s  a n d  q u a l i f i c a t i o n  i n c reases.

(c) If p a y - r a t e  i n c r e a s e s  for r e c o g n i z e d  e m p l o y e e
g r o u p s  are d i c t a t e d  by the c o n t i n u a t i o n  of a 
for m a l  a n n u a l  p a y  p l a n  in o p e r a t i o n  as of O c t o b e r  
1, 1978, and, so ly d u e  to the c o n t i n u a t i o n
of this plan, the d i c t a t e d  pay c o m p o n e n t s  for the
e m p l o y e e  g r o u p  i n c r e a s e  by m o r e  than 7 p e r c e n t  
d u r i n g  the p r o g r a m  year, th e n  the d i c t a t e d  i n c r e a s e  
in t hese c o m p o n e n t s  a b o v e  7 p e r c e n t  m a y  be 
e x c l u d e d  in d e t e r m i n i n g  c o m p l i a n c e .

(d) If c o m p a n i e s  c o m m u n i c a t e d  to r e c i p i e n t  e m p l o y e e s
p r i o r  to O c t o b e r  25, 1978, the d e t a i l s  of a 
f ormal a n n u a l  p l a n  to take e f f e c t  d u r i n g  the
p r o g r a m  year, the p a y  ra t e  i n c r e a s e s  d i c t a t e d  by
this p l a n  w i l l  b e  t r e a t e d  as in ( c ) . Ho w e v e r ,
the c o m p a n y  s h o u l d  be p r e p a r e d  to d e m o n s t r a t e  that 
it is an e s t a b l i s h e d  p r a c t i c e  to a n n o u n c e  p a y - p l a n  
c h a n g e s  in this time p e r i o d  and s h o u l d  c o n t i n u e  
this i . a c t i c e  by c o m m u n i c a t i n g  a s u b s e q u e n t  
a n n u a l  pay p l a n  in c o m p l i a n c e  w i t h  the pay s t a n d a r d  
p r i o r  to O c t o b e r  25, 1979.
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(e) In d e t e r m i n i n g  c o m p l i a n c e ,  a d j u s t m e n t s  m a y  be 
m a d e  for s h i f t s  in the c o m p o s i t i o n  of  the w o r k  
f o r c e  a m o n g  d i s t i n c t  f u n c t i o n a l  e m p l o y e e  s u b g r o u p s  
w i t h i n  the e m p l o y e e  unit.

7 0 5 B - 5  P a y  S t a n d a r d  for F u t u r e  V a l u e  I n c e n t i v e  Plans.

(a) A  f u t u r e  v a l u e  i n c e n t i v e  p l a n  is any l o n g - t e r m  
p l a n  u n d e r  w h i c h  the c o m p e n s a t i o n  v a l u e  o f  the 
u n i t s  (such as shares, s t o c k  o p t i o n s ,  a n d  awards) 
g r a n t e d  or  i s s u e d  w i l l  not be k n o w n  u n t i l  so m e  
f u t u r e  time.

(b) A n y  s u c h  u n i t s  g r a n t e d  o r  i s s u e d  p r i o r  to O c t o b e r  
25, 1978 u n d e r  s u c h  p l a n s  are n o t  s u b j e c t  to the 
p a y  standard.

(c) T h e  n u m b e r  of uni ,s g r a n t e d  o r  i s s u e d  in tl.e 
p r o g r a m  ; .ar u n d e r  any c o n t i n u a t i o n  of, or 
m o d i f i c a t i o n  to, e x i s t i n g  p l a n s  or c r e a t i o n
of s u c c e s s o r  p l a n s  m a y  n o t  e x c e e d  10/ p e r c e n t  p e r  
r e c i p i e n t  of the n u m b e r  g r a n t e d  or i s s u e d  in the 
t w e l v e - m o n t h  p e r i o d  p r i o r  to the p r o g r a m  y e a r  
or the a n n u a l  a v e r a g e  of the u n i t s  g r a n t e d  o v e r  
the last five years.

(d) W i t h  r e s p e c t  to p l a n s  c o v e r e d  by ( c ) , any s p r e a d  
b e t w e e n  an o p t i o n  or p u r c h a s e  p r i c e  and fair m a r k e t  
v a l u e  at the time of the g r a n t  is i n c l u d e d  as
pay.

(e) For any n e w  p l a n s  intr J u c e d  d u r i n g  the p r o g r a m  
y e a r  for w h i c h  t h e r e  it. no  h i s t o r i c a l  p r e c e d e n t ,  
c o m p a n i e s  s h o u l d  p l a c e  a v a l u e  o n  u n i t s  g r a n t e d  
o r  is s u e d  in the p r o g r a m  y e a r  c o n s i s t e n t  w i t h  
g e n e r a l l y  a c c e p t e d  a c c o u n t i n g  p r a c t i c e s  and i n c l u d e  
t h e s e  a m o u n t s  in pay.

70 5 B - 0  M a i n t e n a n c e  of H e a l t h  P l a n  B e n e f i t s . In the p r o g r a m  
y e a r  or o v e r  the life o T a n e w  "collectfve b a r g a i n i n g  
a g r e e m e n t ,  c h a n g e s  in the c o s t s  of m a i n t a i n i n g  e x i s t i n g  
h e a l t h  b e n e f i t s  s h o u l d  be c h a r g e d  a g a i n s t  the p a y  s t a n d a r d  
u p  to x 7 p e r c e n t  a n n u a l  i n c r e a s e  in such costs; .ny i n c r e a s e s  
aeov'. 7 p e r c e n t  a r e  e x c l u d e d  from c o m p u t a t i o n s  for p u r p o s e s  
of m e a s u r i n g  c o m p l i a n c e  w i t h  the stand a r d .  A n y  c h a n g e s  
in c o s t s  d u e  to c h a n g e s  in b e n e f i t s  s h o u l d  be f u lly i n c l u d e d  
as p a y - r a t e  c hanges.
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7 0 5 B - 7  C h a n g e s  in P e n s i o n  F u n d i n g  C o s t s . F o r  p e n s i o n  p l a n s  
t h a t  p a y  s p e c i f i e d  b e n e f i t s  at r e t i r e m e n t  ( q u a l i f i e d  d e f i n e d  
b e n e f i t  p l a n s ) , c h a n g e s  in e m p l o y e r  c o s t s  d u e  to (1) c h a n g e s  
in f u n d i n g  m e t h o d s ,  (2) c h a n g e s  in a m o r t i z a t i o n  p e r i o d s ,
(3) c h a n g e s  in a c t u a r i a l  a s s u m p t i o n s ,  and (4) p l a n  e x p e r i e n c e  
(other th a n  y e a r - t o - y e a r  w a g e  or s a l a r y  changes) are not  
i n c l u d e d  as p a y - r a t e  c h a n g e s .  C h a n g e s  in e m p l o y e r  c o s t s  
d u e  to p l a n  a m e n d m e n t s ,  c h a n g e s  in the b e n e f i t  s t r u c t u r e ,  
or c h a n g e s  in b e n e f i t  l e v e l s  d u e  to w a g e  o r  s a l a r y  
c h a n g e s  a r e  i n c l u d e d  as p a y - r a t e  changes.

7 0 5 B - 8  L o w - W a g e  E x e m p t i o n . E m p l o y e e s  e a r n i n g  $ 4 . 0 0  or 
le s s  p e r  h o u r  in s t r a i g h t - t i m e  h o u r l y  w a g e s  on  O c t o b e r  1,
1978, m u s t  be e x c l u d e d  from e a c h  e m p l o y e e  u n i t  in m a k i n g  
p a y - r a t e  c o m p u t a t i o n s .

7 0 5 B - 9  T a n d e m  Pay Ra t e  C h a n g e s . P a y - r a t e  c h a n g e s  in o n e  
e m p l o y e e  u n i t  that ha v e  b e e n  r e g u l a r l y  l i n k e d  to pay rate 
c h a n g e s  in a n o t h e r  e m p l o y e e  u n i t  in a l e a d e r - f o l l o w e r  
r e l a t i o n s h i p  c a n  be e x c e p t e d  e i t h e r  w h e r e  p a y - r a t e  i n c r e a s e s  
in the l e a d e r  u n i t  w e r e  a g r e e d  to p r i o r  to O c t o b e r  25,
1978, or w h e r e  p a y - r a t e  i n c r e a s e s  a g r e e d  to for the l e a d e r  
u n i t  a f t e r  O c t o b e r  24, 1978 are in c o m p l i a n c e  w i t h  the pay 
s t a n d a r d .  E m p l o y e e  u n i t s  n e e d  not be in the sa n e  c o m p a n y .
In o r d e r  to e s t a b l i s h  s u c h  a linkage, the p a r t i e s  m u s t  
d e m o n s t r a t e  that the p a s t  p a y - r a t e  i n c r e a s e s  of the two 
e m p l o y e e  u n i t s  ha v e  b e e n  e q u a l  in v a l u e  and d i r e c t l y  
r e l a t e d  in timing.

7 0 5 B - 1 0  P a y - R a t e  I n c r e a s e s  T r a d e d  for P r o d u c t i v i t y - I m p r o v i n g  
W o r k - R u l e  C h a n g e s . In d e t e r m i n i n g  c o m p l i a n c e ,  

that pa r t  o£ a p a y - r a t e  c h a n g e  th a t  is in r e t u r n  for c h a n g e s  
in c o n t r a c t u a l  w o r k - r u l e s  and practice*' that a l t e r  p r o d u c t i v i t y  
ma y  be  d e d u c t e d  fr o m  the total p a y - r a t e  change. In o r d e r  
to c o m p l y  in this m a n n e r ,  it m u s t  be d e m o n s t r a t e d  that the 
co s t  r e d u c t i o n s  g e n e r a t e d  by the w o r k - r u l e  c h a n g e s  .ire 
e q u a l  to or g r e a t e r  than the e x c e s s  of the p a y - r a t e  c h a n g e  
o v e r  the pay s t a n d a r d .

7 0 5 b - 11 P a y - R a t e  I n c r e a s e s  A t t r i b u t a b l e  to A c u t e  L a bor
S h o r t a g e s . W h e r e  p a y - r a t e  i n c r e a s e s  ir e x c e s s  of 

the s t a n d a r d  are n e c e s s a r y  to a t t r a c t  or r e t a i n  e m p l o y e e s  
in a p a r t i c u l a r  job c a t e g o r y  b e c a u s e  of an a c u t e  labor 
s h o r t a g e ,  the a m o u n t  of s u c h  e x c e s s  m a y  be e x c e p t e d  if 
the f o l l o w i n g  c o n d i t i o n s  for t h e s e  job c a t e g o r i e s  are 
m e t :



(a) the p r o p o r t i o n  of v a c a n c i e s  d u r i n g  the p r e c e d i n g  
q u a r t e r  has i n c r e a s e d  a b n o r m a l l y  o v e r  that 
e x p e r i e n c e d  d u r i n g  the p a s t  two years;

(b) the time r e q u i r e d  to fill v a c a n c i e s  h a s  I n c r e a s e d  
a b n o r m a l l y  o v e r  t h a t  r e q u i r e d  d u r i n g  the p a s t  two 
y ears, d e s p i t e  i n t e n s i v e  r e c r u i t i n g ;

(c) p a y  r a t e s  for e n t r y - l e v e l  e m p l o y e e s  in t h e s e  
c a t e g o r i e s  ha v e  i n c r e a s e d  a b n o r m a l l y  ovei 
the p a s t  two years; and

(d) the l o c a l  E m p l o y m e n t  S e r v i c e  A g e n c y  has c e r t i f i e d  
that su c h  an a c u t e  l a bor s h o r t a g e  exists.

7 0 5 B - 1 2  U n d u e H a r d s h i p  or G r o s s  I n e q u i t i e s ♦ T h e  C o u n c i l  
m a y  g r a n t  an e x c e p t i o n  f r o m  the a p p l i c a t i o n  of the pay 
s t a n d a r d  or m a y  m a k e  a p p r o p r i a t e  a d j u s t m e n t s  in the s t a n d a r d  
to a v o i d  s i t u a t i o n s  or u n d u e  h a r d s h i p  or g r o s s  i n e q u i t y .
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7 0 5 C  A l t e r n a t i v e s  to the P r i c e  S t a n d a r d  
for SelecticT I n d u s t r i e s

7 0 5 C - 1  G e n e r a l . T h i s  s u b p a r t  p r o v i d e s  a l t e r n a t i v e s  to the 
p r i c e  s t a n d a r d  for i n d u s t r i e s  t h a t  h a v e  s p e c i a l  p r o b l e r s  in 
m e e t i n g  the g e n e r a l  p r i c e  stand a r d .  C o m p a n i e s  t h a t  c a n n o t  
c o m p l y  w i t h  t h e s e  a l t e r n a t i v e s  are e l i g i b l e  for e x c e p t i o n s  
u n d e r  the c o n d i t i o n s  s p e c i f i e d  in 705A-6.

7 0 5 C - 2  M a r g i n  S t a n d a r d s  for  W h o l e s a l e  a n d  Retail T r a d e  and 
for F o o d  M a n u f a c t u r i n g  and P r o c e s s i n g .

(a) E l i g i b i l i t y . A  p e r c e n t a g e  m a r g i n  s t a n d a r d  is a v a i l­
able as a n  a l t e r n a t i v e  t o  the p r i c e  s t a n d a r d  to the e n t i r e  
w h o l e s a l e  and r e t a i l  t r a d e  s e c tor, i n c l u d i n g  food serv i c e  
o p e r a t i o n s  S I C  50-59;. A  s e p a r a t e  m a r g i n  s t a n d a r d  is a v a i l a b l e  
as an a l t e r n a t i v e  to the p r i c e  s t a n d a r d  for all firms in the 
food m a n u f a c t u r i n g  a n d  p r o c e s s i n g  i n d u s t r i e s  (SIC 20, e x c l u d i n g  
2082, 2083, 2084 and 2085). T h i s  i n c l u d e s  n o n a l c o h o l i c  but 
e x c l u d e s  a l c o h o l i c  b e v e r a g e  i n d u s t r i e s .  A n y  c o m p a n y  or s u b­
s i d i a r y  or o p e r a t i n g  d i v i s i o n  of  a c o m p a n y  d o i n g  nore than 
o n e - h a l f  of its b u s i n e s s  w i t h i n  o n e  of the a b o v e  i n d u s t r i e s
m a y  a p p l y  the a p p r o p r i a t e  m a r q i n  s t a n d a r d  for those o p e r a t i o n s .  
H o w e v e r ,  a n y  c o m p a n y  in t h e s e  i n d u s t r i e s  that is able to c o m p l y  
w i t h  the g e n e r a l  p r i c e  s t a n d a r d  p r e s c r i b e d  in 705A-2 is e n c o u r a g e d  
to d o  so.

(b) D e f i n i t i o n s

(1) T h e  g r o s s  m a r g i n  is e q u a l  to net s a les a d j u s t e d  
for d i s c o u n t s , r e t u r n s ,  c o u p o n s ,  and o t h e r  
a l l o w a n c e s ,  less the c o s t  of food p r o d u c t s  p u r­
chas e d ,  and the c o s t  of g o o d s  p u r c h a s e d  for 
resale.

(2) T h e  a v e r a g e  p e r c e n t a g e  ^ r o s s  m a r g i n  for a year 
is the t o t a l  g r o s s  m a r g i n  d T v i d e a  by net sales 
for the year.

(3) T h e  b a s e  y e a r  is the four c a l e n d a r  or fiscal 
q u a r t e r s  e n d i n g  p r i o r  to O c t o b e r  2, 1978.

(4) T h e  p r o g r a m  y e a r  is the y e a r  i m m e d i a t e l y  
f o l l o w i n g  the b a s e  year.

(5) T h e  m a r q i n  t r e n d  is the c o m p o u n d  annual rate 
o f  g r o w t h  of the a v e r a g e  p e r c e n t a g e  g r oss 
.nargin b e t w e e n  the b a s e  y e a r  and the c o m p a r a b l e  
y e a r  p r i o r  to O c t o b e r  2, 1976.
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(c) P e r c e n t a g e  M a r g i n  S t a n d a r d  f o r  W h o l e s a l e  a n d  R e t a i l  

T r a d e . A  c o m p a n y  s a t i s f i e s  t h e  p e r c e n t a g e  m a r g i n  s t a n d a r d  if

(1) the g r o w t h  in its a v e r a g e  p e r c e n t a g e  g r o s s  
m a r g i n  b e t w e e n  t h e  b a s e  y e a r  a n d  the p r o g r a m  
y e a r  is n o  g r e a t e r  t h a n  its m a r g i n  t r e n d  m i n u s
0.5 p e r c e n t a g e  p o i n t s ,  or

(2) the a v e r a g e  p e r c e n t a g e  g r o s s  m a r g i n  for the 
p r o g r a m  y e a r  d o e s  n o t  e x c e e d  t h a t  of the b a s e  
year.

(d) M a r g i n  S t a n d a r d  for F o o d  M a n u f a c t u r i n g  and P r o c e s s i n g  
I n d u s t r i e s .

(1) A  c o m p a n y  s a t i s f i e s  the m a r g i n  s t a n d a r d  if the 
r a t e  of i n c r e a s e  in the c o m p a n y ' s  d o l l a r  m a r g i n s  
b e t w e e n  the b a s e  q u a r t e r  (the la s t  c o m p l e t e  
c a l e n d a r  or f i s c a l  q u a r t e r  e n d i n g  p r i o r  to 
O c t o b e r  2, 1978) a n d  the c o r r e s p o n d i n g  q u a r t e r  
of 1979 d o e s  n o t  e x c e e d  6.5 p e r c e n t  p l u s  any 
p o s i t i v e  p e r c e n t a g e  g r o w t h  in p h y s i c a l  v o l u m e  
o v e r  the s a m e  p e r iod.

(2) T h e  c o m p a n y  m a y  s u b s t i t u t e  for the b a s e - q u a r t e r  
m a r g i n  the b a s e - q u a r t e r  s a l e s  m u l t i p l i e d  by the 
a v e r a g e  p e r c e n t a r e  g r o s s  m a r g i n  for the b a s e  year.

(3) P h y s i c a l  v o l u m e  i n c r e a s e s  to be u s e d  in j u s t i f y i n g
i n c r e a s e s  in g r o s s  m a r g i n s  m a y  be c o m p u t e d  by
d e f l a t i o n  of r e v e n u e s  u s i n g  a m e a s u r e  of p r i c e
i n c r e a s e s  as the d e f l a t o r ,  or b y  c o m p u t i n g  c h a n g e s
in u n i t s  o r  t o n n a g e  s o l d  w h e n  s u c h  u n i t s  are 
p r i c e  w e i g h t e d  by m a j o r  p r o d u c t  c a t e g o r i e s .

(e) A p p l i c a t i o n  of the M a r g i n  S t a n d a r d s . A  c o m p a n y  m a y  
c o m p u t e  its m a r g i n  a f t e r  a d j u s t m e n t  for c h a n g e s  in the c o m p o s i­
ti o n  of s a l e s  at a n y  r e a s o n a b l e  level of a g g r e g a t i o n ,  s u c h  as 
d i v i s i o n ,  d e p a r t m e n t ,  p r o d u c t  c a t e g o r y ,  or i n d i v i d u a l  p r o d u c t s ,  
as long as  su c h  a d j u s t m e n t s  a r e  c o n s i s t e n t l y  a p p l i e d .

7 0 5 C - 3  P r i c e  S t a n d a r d s  for P r o f e s s i o n a l  F e e s

(a) C o v e r a g e . T h e s e  s t a n d a r d s  a p p l y  to fees a n d  c h a r g e s  
for the s e r v i c e s  of  p h y s i c i a n s  d e n t i s t s ,  l a w y e r s ,  a c c o u n t a n t s , 
e n g i n e e r s ,  a r c h i t e c t s ,  and othwi. p r o f e s s i o n a l s .  T h e y  i n c l u d e
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all a c t i v i t i e s  i n c l u d e d  in M a j o r  G r o u p s  80 (except 8 0 5 / 806,
808 a n d  809), 81, 891, and 893 of the 1972 S t a n d a r d  I n d u s t r i a l  
C l a s s i f i c a t i o n  M a n u a l .

A l l  c o m p a n i e s  t h a t  p r o v i d e  p r o f e j s i o n a l  s e r v i c e s  on a 
f e e - f o r - s e r v i c e  basis, r e g a r d l e s s  of the p r o p o r t i o n  of  t o t a l  
c o m p a n y  r e v e n u e  t h a t  is d e r i v e d  f r o m  p r o f e s s i o n a l  s e r v i c e s ,  are 
e x p e c t e d  to c o m p l y  w i t h  t h e  p r o f e s s i o n a l  fee s t a n d a r d .  If a 
c o m p a n y  is u n a b l e  to c o m p l y  w i t h  t h i s  p r o f e s s i o n a l  fee s t a n d a r d ,  
it s h o u l d  s a t i s f y  the p r o f i t  m a r g i n  l i m i t a t i o n  e x c e p t i o n .

(b) S t a n d a r d s .  A  c o m p a n y  c o m p l i e s  if the f o l l o w i n g  tw o -  
p a r t  p r i c e  s t a n d a r d  is met: (1) the p r o g r a m - y e a r  avorac,a ra t e
of  c h a n g e  in fe e s  c h a r g e d ,  w e i g h t e d  by s a l e s  a n d / o r  r e v e n u e s ,  
d o e s  n o t  e x c e e d  6.5 p e r c e n t  and (2) the i n c r e a s e  in the fee for 
a n y  s i n g l e  s e r v i c e  d o e s  not e x c e e d  9.5 per c e n t .  T h e  p e r i o d  u s e d  
to d e t e r m i n e  d o l l a r  v o l u m e  w e i g h t s  s h o u l d  be b a s e d  o n  a p e r i o d  
o f  t i m e  that is r e p r e s e n t a t i v e  of n o r m a l  b u s i n e s s  o p e r a t i o n s .



7 0 5 D  D e f i n i t i o n s

B a s e - p e r i o d  r a t e  of p r i c e  c h a n g e . T h e  b a s e - p e r i o d  r a t e  of 
p r i c e  c h a n g e  is a s a l e s - w e i g h t e d  or r e v e n u e - w e i g h t e d  a v e r a g e  
of  t h e  p e r c e n t a g e  p r i c e  c h a n g e  o v e r  the t w o - y e a r  period, 
1 9 7 6 - 1 9 7 7 ,  e x p r e s s e d  at. an  a n n u a l  rate. If d e s i r e d ,  it m a y  
be u s i n g  the f o l l o w i n g  f ormula:

T h o  c h o i c e  o f  fiscal o r  c a l e n d a r  q u a r t e r s  m u s t  be c o n s i s­
tent t h r o u g h o u t  the c o m p a n y ' s  c a l c u l a t i o n s .  If s e a s o n a l  
f a c t o r s  are i m p o r t a n t ,  the w e i g h t s ,  S^, c a n  be c a l c u l a t e d  
u s i n g  d a t a  for the e n t i r e  b a s e  period.

B a s e  q u a r t e r . T h e  b a s e  q u a r t e r  is e i t h e r  (1) the c o m p a n y ' s  
last c o m p l e t e  fiscal q u a r t e r  p r i o r  to O c t o b e r  1, 1978, or
(2) the c a l e n d a r  q u a r t e r  J u l y  1, 1978, to S e p t o m b o r  30,

C o m p a n y  —  T h e  t e r m  " c o m p a n y "  is d e f i n e d  as a n y  person,
: o l e  p r o p r i e t o r s h i p ,  p a r t n e r s h i p ,  c o r p o r a t i o n ,  a s s o c i a t i o n ,  
j o i n t  v e n t u r e ,  e s t a t e ,  trust, o r  a n y  o t h e r  e n t i t y ,  h o w e v e r  
o r g a n i z e d ,  i n c l u d i n g  F e d e r a l ,  State, and local g o v e r n m e n t  
e n t i t i e s .  E n t i t i e s  th a t  a r e  c o n s o l i d a t e d  s h o u l d  be c o n­
s o l i d a t e d  in a c c o r d a n c e  w i t h  17 C F R  S e c t i o n  2 1 0 . 4 - 0 1  to 
-09 p r e s c r i b e d  b y  the S e c u r i t i e s  and E x c h a n g e  C o m m i s s i o n .
T h e  t e r m  " c o m p a n y "  a p p l i e s  o n l y  to d o m e s t i c  b u s i n e s s  o p e r a t i o n s .

w u e r e

P 7 7)

B P R C the b a s e - p e r i o d  l a t e  of  p r i c e  change;

p r i c e  o f  the ith p r o d u c t  in the last c o m p l e t e  
fiscal o r  ca l t  dar q u a r t e r  in 1977;

Pj(75) = p r i c e  o f  t h e  ith p r o d u c t  in the last c o m­
p l e t e  fi s c a l  o r  c a l e n d a r  q u a r t e r  of 1975;

S^ = i t h - p r o d u c t  s a l e s  o r  reve m e  s h a r e  (i.e.,
the i t h - p r o d u c t  s a l e s  oi r e v e n u e  d i v i d e d  
by total s a l e s  o r  r e venue) in the last 
c o m p l e t e  fi s c a l  o r  c a l e n d a r  q u a r t e r  in 
1975; and

£  * the s u m m a t i o n  o p e r a t o r ,  w h e r e  the s u b s c r i p t  
i runs o v e r  all p r o d u c t s  n o t  e x c l u d e d  by 
s e c t i o n  705A-3.

1978
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O n e  o r  m o r e  p a r t s  c o n t a i n e d  w i t h i n  a c o n s o l i d a t e d  c o m p a n y  
m a y  be t r e a t e d  as a s e p a r a t e ,  s i n g l e  c o m p a n y ,  in w h i c h  
c a s e  t h e  s t a n d a r d s  a p p l y  s e p a r a t e l y  to e a c h  o f  t h o s e  u n­
c o n s o l i d a t e d  c o m p a n i e s .  H o w e v e r ,  this o p t i o n  is a v a i l a b 1® 
o n l y  if:

(1) the u n c o n s o l i d a t e d  c o m p a n i e s  m a i n t a i n  a c c o u n t i n g  
r e c o r d s  w h i c h  p e r m i t  the C o u n c i l  to a s c e r t a i n  
w h e t h e r  the p r i c e s  a n d  p r o f i t s  o f  the u n c o n­
s o l i d a t e d  c o m p a n i e s  a c c u r a t e l y  r e f l e c t  the 

e c o n o m i c  r e a l i t i e s  of  t h e i r  o p e r a t i o n s ;

(2) a l l o c a t i o n  of o v e r h e a d  is m a d e  in a c o n s i s t e n t  
a n d  r e a s o n a b l e  m a n n e r ,  as if the u n c o n s o l i d a t e d  
c o m p a n i e s  w e r e  not c o m m o n l y  owned;

(3) t r a n s f e r s  b e t w e e n  u n c o n s o l i d a t e d  c o m p a n i e s  are  
v a l u e d  as if th e y  w e r e  a r m s - l e n g t h  t r a n s a c t i o n s ;  
a n d

(4) i n t e r n a l  a c c o u n t i n g  p r o c e d u r e s  a d h e r e  to g e n e r a l l y  
a c c e p t a b l e  a c c o u n t i n g  p r i n c i p l e s  a n d  p r o c e d u r e s ,  
c o n s i s t e n t l y  and h i s t o r i c a l l y  a p p l i e d .

In s i t u a t i o n s  i n v o l v i n g  acquisition', and d i v e s t i t u r e s ,  the 
f o l l o w i n g  p r o c e d u r e s  s h o u l d  be used. If h i s t o r i c a l  f i n a n­
cia l  r e c o r d s  e x i s t  for c o m p a n i e s  a c q u i r e d  a f t e r  S e p t e m b e r  30, 
1975, a n d  p r i o r  to the b a s e  q u a r t e r ,  the d a t a  for the a c­
q u i s i t i o n  m a y  be c o m b i n e d  w i t h  d a t a  o f  the a c q u i r i n g  c o m p a n y  
o r  t r e a t e d  as a s e p a r a t e  com p a n y .  In e i t h e r  case, the 
a c q u i s i t i o n  s h o u l d  be t r e a t e d  as if it h a d  b e e n  a c q u i r e d  
o n  S e p t e m b e r  30, 1975.

C o m p a n i e s  a c q u i r e d  b e t w e e n  S e p t e m b e r  30, 1975, a n d  p r i o r  
to the b a s e  q u a r t e r ,  for w h i c h  h i s t o r i c a l  finan c i a l  r e c o r d s  
d o  n o t  e x i s t  s h o u l d  be i n c l u d e d  i the c a l c u l a t i o n s  for 
the p r o g r a m  year. T h a t  is, p r o d u c t s  of  the a c q u i r e d  c o m p a n y  
s h o u l d  be t r e a t e d  in m u c h  the sa m e  m a n n e r  as a n e w  pro d u c t .

In t h e  c a s e  o f  c o m p a n i e s  a c q u i r e d  d u r i n g  the b a s e  q u a r t e r  
o r  p r o g r a m  year, they s h o u l d  be t r e a t e d  as a s e p a r a t e  
c o m p a n y  for the e n t i r e  p r o g r a m  y e a r  for p r i c e  and p r o f i t  
c a l c u l a t i o n s .

F o r  d i v e s t i t u r e s ,  the p a r e n t  c o m p a n y  s h o u l d  e x c l u d e  the 
d i v e s t e d  e n t i t y  from all c a l c u l a t i o n s  m a d e  w i t h  r e s p e c t  
to the p r i c e  s t a n d a r d .
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C o m p a n y  P a y  S h a r e . T h e  c o m p a n y  p a y  s h a r e  is the p a y  for all  
e m p l o y e e s  in the b a s e  q u a r t e r  d i v i d e d  by c o m p a n y  n e t  s ales 
a n d / o r  r e v e n u e s  in the b a s e  q u a r t e r .  F o r  p u r p o s e s  of this 
c a l c u l a t i o n ,  p a y  a n d  n e t  s a l e s  a n d / o r  r e v e n u e s  s h o u l d  r e­
p r e s e n t  t o t a l  d o m e s t i c  o p e r a t i o n s  u n l e s s  the c o m p a n y  c a n n o t  
d e t e r m i n e  p a y  for d o m e s t i c  o p e r a t i o n s ,  in w h i c h  c a s e  t o t a l  
p a y  and t o t a l  s a l e s  s h o u l d  b e  used.

E m p l o y e e . A n  e m p l o y e e  is a n y  i n d i v i d u a l  r e s i d i n g  i n  the 
U n i t e d  S t a t e s  w h o  is e i t h e r  an e m p l o y e e  w i t h i n  the m e a n i n g  
o f  S e c t i o n  3121(d) o f  the I n t e r n a l  Re v e  ue  C o d e  26 U. S . C .  o r 
t he N a t i o n a l  L a b o r  R e l a t i o n s  Act, as a m e n d e d ,  29 U.S.C. Sec. 
151 e t  seq.

F u t u r e - V a l u e  I n c e n t i v e  P l a n s . F u t u r e - v a ? u e  i n c e n t i v e  p l a r '  
i n c l u d e  a n y  l o n g - t e r m  p l a n s  u n d e r  w h i c h  n i t s  (shares, stock 
o p t i o n s ,  a w a r d s ,  s h a r e s  s u b j e c t  to o p t i c  i or  i n v e s t m e n t  
a m o u n t s )  a r e  g r a n t e d  o r  issued, the c o m p e n s a t i o n  v a l u e  of 
w h i c h  w i l l  n o t  be k n o w n  u n t i l  so m e  f u t u r e  time. E x a m p l e s  of 
t h e s e  i n c l u d e  q u a l i f i e d  and n o n q u a l i f i e d  s t o c k  o p t i o n s , 
p e r f o r m a n c e  s h a r e  plans, p e r f o r m a n c e  un i t  plans, s t o c k  
a p p r e c i a t i o n  r* v ts, r e s t r i c t e d  s t o c k  or p r o p e r t y  plans, 
p h a n t o m  s t o c k  t-.ms, and b o o k  v a l u e  plans.

P a y . Pay i n c l u d e s  the f o l l o w i n g  items:

(a) T h e  s t r a i g h t - t i m e  w a g e  and s a l a r y  p a i d  d u r i n g
the c o m p a n y ' s  c u s t o m a r y  p a y  p e r i o d ,  i n c l u d i n g ,  
w h e r e  a p p l i c a b l e ,  p a y m e n t s  for s h i f t  d i f f e r e n­
ti a l s ,  skill d i f f e r e n t i a l s ,  and c o s t - o f - 1 i v i n q  
a d j u s t m e n t s .

(b! I n c e n t i v e  p a y  and o t h e r  f o rms o f  income s u c h  as

(1) s a l e s  c o m m i s s i o n s  and p r o d u c t i o n  i n c e n t i v e  pay

(2) b o n u s e s  and o t h e r  a r n u a l  i n c e n t i v e  c o m­
p e n s a t i o n  c h a r g e d  w h e n  e a r n e d  (thar. is,
w h e n  the s e r v i c e s  ai p e r f o r m e d  that
g e n e r a t e  the c o m p e n s a t i o n ) ;

(3) c o m p e n s a t i o n  f r o m  l o n g - t e r m  i n c e n t i v e  p l a n s  
(other than t h o s e  c o v e r e d  u n d e r  705B--5), 
n e w  f u t u r e - v a l u e  i n c e n t i v e  plans, o r  o t h e r  
s i m i l a r  c o m p e n s a t i o n  a r r a n g e m e n t s  w h e n  
ac c r u e d ;

(4) job p e r q u i s i t i c s  and o t h e r  forms of c o m p e n­
sa t i o n  n o t  c o v e r e d  e l s e w h e r e  in this d e f i­
ni t i o n  but r e p o r t e d  as inc o m e  u n d e r  the 
Int e r n a l  R e v e n u e  r o d e  and its i n t e r p r r t i v e  
r e g u l a t i o n s  a n d  r j l i n g s .
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(c) E m p l o y e r  c o n t r i b u t i o n s  o r  c o s t s  for the f o l l o w i n g
f r i n g e  b e n e f i t  items:

(1) p a y  for t i m e  n o t  w o r k e d  (e.g., p a i d  v a c a­
t i o n s  and h o l i d a y s ,  sick l e a v e  a n d  o t h e r  
p a i d  lec. /e) ;

(2) s a v i n g  a n d  t h r i f t  p l a n s  s u c h  as q u a l i f i e d  
s t o c k  b o n u s  p l a n s ,  q u a l i f i e d  p r o f i t  s h a r i n g  
plans, e m p l o y e e  s t o c k  o w n e r s h i p  plai.s, a n d  
o t h e r  q u a l i f i e d  d e f i n e d  c o n t r i b u t i o n  plans;

(3) q u a l i f i e d  d e f i n e d  b e n e f i t  r e t i r e m e n t  plans;

(4) h e a l t h  b e n e f i t  plans;

(5) life i n s u r a n c e ,  a c c i d e n t  i n s u r a n c e ,  l e gal 
a s s i s t a n c e ,  e d u c a t i o n a l  a s s i s t a n c e ,  and 
o t h e r  p l a n s  r e s u l t i n g  in b e n e f i t s  to e m p l o y e e s  
b u t  n o t  t r e a t e d  as i n c o m e  u n t i l  a l a t e r  time.

P a y  d o e s  not i n c l u d e  o v e r t i m e  w a g e s  as long as the c o n d i­
ti o n s  of that p a y  a r e  u n c h a n g e d .  A l so, p a y  d o e s  n o t  i n c l u d e  
e m p l o y e r  c o n t r i b u t i o n s  for l e g a l l y  m a n d a t e d  b e n e f i t  p r o g r a m s .

P a y  r a t e . A n  e m p l o y e e  u n i t ' s  p a y  ra t e  in a n y  q u a r t e r  
s h o u l d  be d e t e r m i n e d  in a m a n n e r  c o n s i s t e n t  w i t h  the 
e m p l o y e r ' s  a c c o u n t i n g  p r a c t i c e s .  P a y  r a t e s  s h o u l d  be 
c o n s t r u c t e d  as p a y  p e r  s t r a i g h t - t i m e  h o u r  w o r k e d .  Pay 
r a t e s  s h o u l d  be the a v e r a g e  r a t e s  for the e m p l o y e e  u n i t  
o v e r  the q u a r t e r  or as o f  the last c u s c o m a r y  pay p e r i o d  
w i t h i n  the q u a r t e r .  W h e n  e m p l o y e r  c o s t s  for c e r t a i n  p a y  
e l e m e n t s  a r e  i n c u r r e d  I r r e g u l a r l y  (for e x a m p l e ,  b o n u s  
p a y m e n t s  a n d  v a c a t i o n  pay) t h e s e  i t e m s  s h o u l d  be i n c l u d e d  
a c c o r d i n g  to the pay p r o g r a m s  in e f f e c t  at the e n d  o f  the 
q u a r t e r  a n d  s h o u l d  b e  i n c l u d e d  in p a y - r a t e  c o m p u t a t i o n s  
as t h o u g h  th e y  w e r e  i n c u r r e d  e v e n l y  o v e r t i m e .  P’or  e m­
p l o y e e s  not c o m p e n s a t e d  o n  an h o u r l y  basis, an e s t i m a t e  
o f  s t r a i g h t - t i m e  h o u r s  w o r k e d  s iould be m a d e  a n d  c o n s i s­
te n t l y  a p p l i e d .

T h e  m e t h o d  u s e d  to c o m p u t e  p a y  r a t e s  s h o u l d  b e  c o n s i s t e n t l y  
a p p l i e d  in all m e a s u r e m e n t  p e r i o d s .

P r o d u c t . A  p r o d u c t  is a n y  a g g r e g a t i o n  of g o o d s  (or s e r v i c e s )  
e s t a b l i s h e d  by the c o m p a n y  for p u r p o s e s  of  c o m p l y i n g  w i t h  
the p r i c e  d e c e l e r a t i o n  s t a n d a r d ,  w h i c h  r e f l e c t s  tho c o m p a n y ' s  
c u s t o m a r y  p r i c i n g  unit. In e s t a b l i s h i n g  the p r o d u c t  g r o u p i n g



w i t h i n  a c o m p a n y ,  the p r i c e  c h a n g e s  for e a c h  p r o d u c t  g r o u p  
m u s t  r e a s o n a b l y  r e f l e c t  the c h a n g e s  in the p r i c e s  of the 
p r o d u c t s  c o n t a i n e d  w i t h i n  the c a t e g o r y .  T h e  m e t h o d  of 
e s t a b l i s h i n g  p r o d u c t  g r o u p s  m u s t  be c o n s i s t e n t l y  a p p l i e d  
d u r i n g  the b a s e  p e r i o d  a n d  the p r o g r a m  year.

P r o d u c t  t- r i c e . The p r i c e  o f  a p r o d u c t  d u r i n g  a q u a r t e r  is 
c o m p u t e d  by d i v i d i n g  the r e v e n u e s  fr o m  s a l e  o r  l e ase of 
t h e  p r o d u c t  b y  t>« n u m b e r  s o l d  o r  leased. S a m p l i n g  of 
p r o d u c t s  m a y  be u s e d  by a c o m p a n y  p r o v i d e d  th a t  the m e t h o d s  
u s e d  c o m p l y  w i t h  s o u n d  s t a t i s t i c a l  p r o c e d u r e s .  C h a n g e s  
in l i s t  p r i c e s  m a y  be u s e d  o n l y  if p e r c e n t a g e  c h a n g e s  in

t h e m  a r e  r e p r e s e n t a t i v e  of  p e r c e n t  c h a n q e s  in a c t u a l  t r a n s­
a c t i o n  p r i c e s .  F u r t h e r m o r e ,  p r i c e s  m a y  be m e a s u r e d  at 
the e n d  o f  the c a l e n d a r  o r  f i s c a l  q u a r t e r  p r o v i d e d  t h a t  
p r i c e s  d o  n o t  f l u c t u a t e  s u b s t a n t i a l l y  d u r i n g  q u a r t e r .

P r o g r a m  y e a r . F o r  a c o m p a n y ,  the p r o g r a m  y e a r  is the 
t w e l v e - m o n t *  p e r i o d  i m m e d i a t e l y  fo l l o w i n g  the c o m p a n y ' s  
b a s e  q u a r t e r .

P r o g r a m - Y e a r  R a t e  of P r i c e  C h a n g e . T1 t. p r o g r a m - y e a r  rate 
o f  p r i c e  c h a n g e  is a s a l e s - w e i g h t e d  or r e v e n u e - w e i g h t e d  
a v e r a g e  o f  p e r c e n t a g e  c h a n g e s  in p r i c e s  o l  p r o d u c t s .  If 

d e s i s e d  m a V c o m p u t e d  u s i n g  the f o l l o w i n g  formula:

P R P C

w h e r e

P R P C  = the p r o g r a m - y e a r  ra t e  of p r i c e  change;

P^(79) = the p r i c  • of the ith p r o d u c t  in the 1979 
q u a r t e r  (.-^responding to the b a s e  q u a r t e r ;

(78) = the p r i c e  o f  the ith p r o d u c t  in the b a s e  
q u a r t e r ;

Sj = ith p r o d u c t  s a l e s  o r  r e v e n u e  s h a r e  in the 
b a s e  q u a r t e r  ; and

£  a the s u m m a t i o n  o p e r a t o r ,  w h e r e  the s u b s c r i p t  
i runs o v e r  a ‘1 p r o d u c t s  not e x c l u d e d  in 

705A-6.
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T h e  c h o i c e  of f i s c a l  o r  c a l e n d a r  q u a r t e r s  m u s t  be c o n s i s t e n t  
t h r o u g h o u t  the c o m p a n y’s c a l c u l a t i o n s .  If s e a s o n a l  f a c t o r s  
a r e  i m p o r t a n t ,  the w e i g h t s ,  S^, c a n  b e  j a l c u l a t e d  u s i n g  
d a t a  for the e n t i r e  b a s e  year. A l t e r n a t i v e l y ,  the sa m e  
w e i g h t s  as u s e d  to c a l c u l a t e  the b a s e - p e r i o d  r a t e  o f  c h a n g e  
c a n  b e  used.

R a t e  of  p a y  d e c e l e r a t i o n . T h e  r a t e  o f  p a y  d e c e l e r a t i o n  is 
t h e  d i f f e r e n c e  b e t w e e n  the b a s e  r a t e  o f  c h a n g e  o f  t h e  
c o m p a n y  p a y  r a t e  a n d  t h e  p r o g r a m - y e a r  ra t e  of c h a n g e  o f  
th e  c o m p a n y  p a y  ra t e  w h e r e

(a) the b a s e  r a t e  of c h a n g e  of t h e  c o m p a n y  p a y
ra t e  is t h e  a n n u a l  r a t e  of c h a n g e  of the
c o m p a n y  p a y  r a t e  o v e r  t h e  t w o - y e a r  p e r i o d  
s t a r t i n g  in t h e  last c o m p l e t e  fi s c a l  or 
c a l e n d a r  q u a r t e r  c f  c a l e n d a r  19 7 5  a n d  e n d i n g  
in t h e  l a s t  c o m p l e t e  f i s c a l  ot c a l e n d a r  
q u a r t e r  o f  c a l e n d a r  1977,

(’ ) the p r o g r a m - y e a r  r a t e  o f  c h a n g e  o f  t h e  c o m p a n y  
pay ra t e  is the p e r c e n t a g e  c h a n g e  in the c o m p a n y  
p a y  ra t e  f r o m  the b a s e  q u a r t e r  t o  the last 
q u a r t e r  o f  the p r o g r a m  year, and

(c) the c o m p a n y  p a y  r a t e  in a n y  q i a r t e r  is its
e m p l o y m e n t  c o s t  p e r  h o u r  w o r k e d  for all e m ­
plo ye e s ,  i n c l u d i n g  all l e g a l l y  m a n d a t e d  c o s t s  

e x c l u d e d  fr o m  the d e f i n i t i o n  of d » v .



Q U E S T I O N S  A N D  A N S W E R S

T h e  f o l l o w i n g  q u e s t i o n s  a n d  a n s w e r s  are s u b s t a n t i v e  i n t e r­
p r e t a t i o n s  o f  t h e  p r i c e  a n d  w a g e  s t a n d a r d s  as  t h e y  a p p l y  to 
i n d i v i d u a l  s i t u a t i o n s .  T h e y  c a n  be  u s e d  as g u i d a n c e  for 
a c t i o n s  in s i m i l a r  s i t u a t i o n s  th a t  w o u l d  be c o n s i s t e n t  w i t h  
th e  i n t e n t  o f  t h e  p r o g r a m .  B u t  c o m p a n i e s  a n d  e m p l o y e e  u n i t s  
w i l l  n e e d  to  e x a m i n e  t h e i r  o w n  s i t u a t i o n s  in l ight of  the 
p r o g r a m  to d e t e r m i  e h o w  t h e y  c a n  be s t  c o m p l y  w i t h  its o b j e c  
tives. S i n c e  the ~ u ~ d o n  o f  i n t e r p r e t a t i o n  m u s t  lie w i t h  
p r i v a t e  p a r t i e s ,  a c t i o n s  t a k e n  u n d e r  a g o o d  f a ith i n t e r p r e t a  
t i o n s  o f  the w a g e  a n d  p r i c e  s t a n d a r d s  w i l l  g e n e r a l l y  be 
c o n s i d e r e d  in c o m p l i a n c e .
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I. T H E  P R I C E  S T A N D A R D

A. C o v e r a g e  of S t a n d a r d s

Ql. A r e  farmers' p r i c e s  c o v e r e d ?

A. P r i c e s  o f  i n d i v i d u a l  f a r m  p r o d u c t s  are e x c l u d e d  f r o m  
a c o m p a n y ' s  p r i c e  c a l c u l a t i o n s .  H o w e v e r ,  m a j o r  f a r m  
c o m m o d i t y  p r i c e s  w i l l  be m o n i t o r e d  j o i n t l y  b y  the 
D e p a r t m e n t  o f  A g r i c u l t u r e  and the C o u n c i l  o n  W a g e  and 
P r i c e  S t a b i l i t y .  W h e r e  s u s t a i n e d  p r i c e  i n c r e a s e s  for 
m a j o r  c o m m o d i t i e s  in e x c e s s  of the o v e r a l l  i n f l a t i o n  
r a t e  are n o t  j u s t i f i e d  by c h a n g e s  in costs, a d m i n i s­
tr a t i v e  a c t i o n s  to e x p a n d  s u p p l y  a n d  m o d e r a t e  p r i c e  
i n c r e a s e s  w i l l  be  c o n s i d e r e d .  T h e  p o t e n t i a l  a c t i o n s  
w o u l d  d e p e n d  u p o n  the s p e c i f i c  s i t u a t i o n .

Q2. A r e  food m i d d l e m e n  —  m e a t  pac k e r s ,  ca n n e r s ,  s u p e r­
m a r k e t  c h a i n s ,  etc., —  c o v e r e d ?

A. Yes. B e c a u s e  t h e s e  i n d u s t r i e s  h a v e  s p e c i a l  p r o b l e m s
in m e e t i n g  t h e  g e n e r a l  p r i c e  s t a n d a r d ,  they m a y  i n s t e a d  
c o m p l y  w i t h  a m a r g i n  s t a n d a r d .

Q3. A r e  c o o p e r a t i v e s  c o v e r e d ?

A. Yes. T h e y  a r e  e x p e c t e d  to c o m p l y  w i t h  p a y  and p r i c e
s t a n d a r d s .

04. A r e  U.S. o p e r a t i o n s  o f  f o r e i g n  c o m p a n i e s  i n c l u d e d ?

A. Yes. U.S. s u b s i d i a r i e s  of f o r e i g n  c o m p a n i e s  are
c o vered.

05. A r e  f o r eign o p e r a t i o n s  of U.S. c o m p a n i e s  i n c l u d e d ?

A. No. T h e  s t a n d a r d s  a p p l y  o n l y  to d o m e s t i c  o p e r a t i o n s  
of t h e s e  c o m p a n i e s .

Q6. Do the s t a n d a r d s  a p p l y  to U n i t e d  S t a t e s  t e r r i t o r i e s  
a nd p o s s e s s i o n s ?

A. Yes. T h e  s t a n d a r d s  a p p l y  to o p e r a t i o n s  o f  d o m e s t i c
o r  f o r e i g n  c o m p a n i e s  in P u e r t o  Rico, Guam, A m e r i c a n  
Samoa, and the V i r g i n  Islands. T h e y  do not, h o w e v e r ,  
a p p l y  to o p e r a t i o n s  in U n i t e d  N a t i o n s  T r u s t  T e r r i t o r i e s  
a d m i n i s t e r e d  by the U n i t e d  States.



Q7. D o e s  t h e  p r o g r a m  a p p l y  to t u i t i o n  a n d  f ees?

A. Yes. Sch o o l s ,  c o l l e g e s ,  a n d  o t h e r  n o n p r o f i t
o r g a n i z a t i o n s  a r e  e x p e c t e d  to c o m p l y  w i t h  the p a y  and 
p r i c e  s t a n d a r d s .  I n c r e a s e s  in t u i t i o n  and fees are, 
h o w e v e r ,  a v e r a g e d  in w i t h  o t h e r  c h a r g e s ,  su c h  as r o o m  
a n d  board.

Q8. A r e  u t i l i t y  r a tes a n d  o t h e r  r e g u l a t e d  fees c o v e r e d  
b y  the a n t i - i n f l a t i o n  p r o g r a m ?

A. Yes. P r i c e s  d e t e r m i n e d  t h r o u g h  a F e d e r a l ,  State,
o r  l o c a l  g o v e r n m e n t  r e g u l a t o r y  p r o c e s s  are c o v e r e d  by 
t h e  p r o g r a m .  T h e  r e g u l a t o r y  a g e n c i e s  a r e  a s k e d  to 
a s s u r e  c o m p l i a n c e  to the f u l l e s t  e x t e n t  p o s s ible.

09. H o w  a r e  joint v e n t u r e s  to be t r e a t e d ?

A. A  j o i n t  v e n t u r e  m a y  be  a g g r e g a t e d  on l y  if a firm
o w n s  m o r e  th a n  50% o f  th a t  v e n t u r e ' s  e q u i t y .  If no 
o n e  f i r m  o w n s  g r e a t e r  th a n  50% of a joint v e n t u r e , 
t h e n  t h i s  joint v e n t u r e  s h o u l d  c o m p l y  w i t h  the p r o­
g r a m  as a s e p a r a t e  c o m p a n y .

Q10. M a y  a firm a g g r e g a t e  a n o n c o n s o l i d a t e d  s u b s i d i a r y ?

A. No. T h e  s t a n d a r d s  c a l l  for the a g g r e g a t i o n  c n l y  of
e n t i t i e s  w h i c h  n o r m a l l y  w o u l d  be a g g r e g a t e d  in a c­
c o r d a n c e  w i t h  S E C  r e p o r t i n g  r e q u i r e m e n t s  (17 CRF, 
S e c t i o n  2 1 0 . 4 - 0 1  to 09). T h e  C o u n c i l  w i s h e s  to a v o i d 
a b n o r m a l  a c c o u n t i n g  p r a c t i c e s .

011. D o e s  the fact that the p r i c e  s t a n d a r d  a p p l i e s  to the 
a v e r a g e  ra t e  of p r i c e  i n c r e a s e  for all g o o d s  and 
s e r v i c e s  s o l d  by a c o m p a n y  m e a n  t h a t  t h e r e  is no 
c o n s t r a i n t  o n  i n d i v i d u a l  p r o d u c t  p r i c e s ?

A. P r i c e  i n c r e a s e s  for i n d i v i d u a l  p r o d u c t s  can e x c e e d  
t h e  p r i c e  d e c e l e r a t i o n  s t a n d a r d  so long as these 
i n c r e a s e s  a r e  o f f s e t  b y  l o w e r  r a t e s  of p r i c e  in c r e a s e 
for o t h e r  produ c t s .  T h e  C o u n c i l ,  h o w e v e r ,  will m o n i t o r  
i n d i v i d u a l  p r o d u c t  p r i c e  i a n d  w i l l  i n v e s t i g a t e  the 
c a u s e s  o f  s u s t a i n e d  i n c r ‘an o n  in m a j o r  c a t e g o r i e s  of 
the p r i c e  i n d e x e s  th a t  e x c e e d  an  a n n u a l  rate if 10 
p e r c e n t .

012. A r e  c r u d e  oil, n a t u r a l  gas, a n d  c o a l  i n c l u d e d  in the 

c a l c u l a t i o n  of a c o m p a n y ' s  a v e r a g e  p r i c e  c h a n g e ?

A. No. T h e  p r i c e s  of t h o s e  p r o d u c t s  w i l l  be m o n i t o r e d  
by the C o u n c i l  at the o v e r a l l  m a r k e t  level.
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Q13. Is it p o s s i b l e  to b e  m o r e  p r e c i s e  a b o u t  t h e  e x c l u s i o n  
o f  c o m m o d i t i e s  "w h o s e  h i s t o r i c a l  a n d  c u r r e n t  p r i c e  
c h a n g e s  c a n  be s h o w n  to h a v e  b e e n  c l o s e l y  tied to p r i c e  
m o v e m e n t s  o n  a n  o r g a n i z e d  o p e n  e x c h a n g e  m a r k e t ,  e i t h e r  
d o m e s t i c  o r  f o r e i g n " ?

A. T h i s  e x c l u s i o n  a p p l i e s  to a n y  c o m m o d i t y  for w h i c h  
t h e r e  is a n  a c t i v e  o r g a n i z e d  sp o t  m a r k e t  a n d  the 
p r o d u c e r  p r i c e  m o v e s  c l o s e l y  w i t h  the e x c h a n g e  price.
If a f i r m  e x c l u d e s  a p r o d u c t  in th i s  c a t e g o r y ,  it 
s h o u l d  ne p r e p a r e d  to e x p l a i n  to C W P S  the b a s i s  for 
t h a t  d e c i s i o n .  T h e  e x c l u s i o n  w o u l d  n o t  o r d i n a r i l y  a p p W  
to  c o m m o d i t i e s  for w h i c h  t h e r e  is o n l y  a f u t u r e s  m a r k e t ,  
n o r  w h e r e  c u s t o m e r  d i s c o u n t s  are giv e n .

Q14. H o w  d o  c u s t o m  p r o d u c t s  d i f f e r  ' o m  n e w  p r o d u c t s  in 
a p p l y i n g  the p r i c e  s t a n d a r d s ?

A. T h e  m a i n  d i f f e r e n c e  is th a t  c u s t o m  p r o d u c t s  a r e  o n e­
time  s a l e s  of p r o d u c t s  b u i l t  to the s p e c i f i c a t i o n s  of  a 
p a r t i c u l a r  buyer. C u s t o m  and n e w  p r o d u c t s  are t r e a t e d  

i d e n t i c a l l y  u n d e r  the s t a n d a r d s .

315. A r e  i m p o r t s  c o v e r e d ?

A. G o o d s  s o l d  to a d o m e s t i c  c o m p a n y  by a f o r e i g n  e n t i t y  
a r e  n o t  i n c l u d e d  in the p r o g r a m .  S u b s e q u e n t  s a l e s 
o f  i m p o r t e d  g o o d s  by  d o m e s t i c  c o m p a n i e s  a r e  c o v e r e d ,  
r e g a r d l e s s  of w h e r e  the g o o d s  a r e  w h e n  t i t l e  c h a n g e s .

016. E x p o r t  p r i c e s  a r e  e x c l u d e d .  W h a t  a b o u t  g o o d s  i n t e n d e d  
for e x p o r t  that a r e  f i rst s o l d  to a d o m e s t i c  f i r m  — for 
e x a m p l e  a b r o k e r ?

A. A s  a c o m p a n y  c a n n o t  k n o w  for s u r e  w h e t h e r  a b r o k e r  
w i l l  r e s e l l  a p r o d u c t  a b r o a d  o r  d o m e s t i c a l l y ,  these 
s a l e s  are i n c l u d e d  in the p r i c e  c a l c u l a t i o n s .

017. A r e  a i r  f a res U.S. c i t i z e n s  p a y  to f o r e i g n  c a r r i e r s  
covert* *•**

A. As  im p o r t s ,  t h e y  a r e  e x c l u d e d .

018. Is a p u b l i c  u t i l i t y  that d i s t r i b u t e s  n a t u r a l  q a a  
e x e m p t ?

A. No.
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Q19. D o e s  t h e  p r o g r a m  a p p l y  to u t i l i t y  r a t e s ?

A. Yes.

Q20. D o e s  the p r o g r a m  a p p l y  to t a x e s ?

A. No. B u t  g o v e r n m e n t  s e r v i c e  fe e s  a n d  c h a r g e s  a r e  i n c l u d e d .

Q21. D o e s  t h e  p r o g r a m  a p p l y  to r e n t s ?

A. Yes. T h e  l a n d l o r d ' s  a v e r a g e  re n t  i n c r e a s e  for all
o f  his u n i t s  s h o u l d  b e  c o n s i s t e n t  w i t h  t h e  p r i c e  
s t a n d a r d s .

Q22. D o e s  the p r o g r a m  a p p l y  to c o m p a n i e s  that b u i l d  a n d  
s e l l  n e w  hous e s .

A. Yes. B u t  in m o s t  c a s e s  s u c h  firms w i l l  n o t  b e  a b l e
to c o m p u t e  a m e a s u r e  o f  p r i c e  c h a n g e  b e c a u s e  of the
c u s t o m i z e d  n a t u r e  of t h e i r  p r o d u c t s .  Thus, t h e y  w i l l
be e x p e c t e d  to c o m p l y  w i t h  the p r o f i t  l i m i t a t i o n .

023. D o e s  t h e  p r o g r a m  a p p l y  to i n s u r a n c e  p r e m i u m s ?

A. Yes. But, b e c a u s e  t h e r e  are some d i f f i c u l t i e s  in
m e a s u r i n g  price'.; in th i s  s e c t o r ,  s o m e  s p e c i a l  s t a n d a r d s  
m a y  n e e d  to be d e v e l o p e d .  T h e s e  wi l l  b e  d e v e l o p e d  and  
i s s u e d  in t h e  n e a r  future.

024. A r e  i n t e r e s t  r a t e s  c o v e r e d  by tho p r o g r a m ?  A r e  b a n k s  
c o v e r e d ?

A. I n t e r e s t  r a t e s  a r e  e x c l u d e d  f r o m  the p r i c e  c a l c u l a t i o n .
But b a n k s  m u s t  m e e t  the p r o f i t  m a r g i n  l i m i t a t i o n  and 
the p a y  s t a n d a r d .  T h e r e  a r e  s o m e  s p e c i a l  p r o b l e m s  of 
c o m p u t i n g  the p r o f i t  m a r g i n  for f i n a n c i a l  i n s t i t u t i o n s .  
T h e s e  i s s u e s  w i l l  be e x a m i n e d  and a n  i n t e r p r e t a t i o n  o f  
the p r o f i t  m a r g i n  l i m i t a t i o n  a s  it a p p l i e s  to t h e i r  
s i t u a t i o n  w i l l  be i s s u e d  in the ne a r  future.



- 2 6 -

01. S u p p o s e  a c o m p a n y  is f o r c e d  to a c c e p t  a u n i o n  c o n t r a c t  
in e x c e s s  of  the s t a n d a r d s .  M u s t  it s!*ill c o m p l y  w i t h  
the p r i c e  s t a n d a r d ?

A. Yes. If t h e s e  h i g h e r  l a b o r  c o s t s  p r e c l u d e  m e e t i n g
the p r i c e  d e c e l e r a t i o n  s t a n d a r d ,  the f i r m  s h o u l d  c o m p l y  
w i t h  the p r o f i t  m a r g i n  l i m i t a t i o n .  In a n y  case, the 
c o m p a n y  is o u t  o f  c o m p l i a n c e  w i t h  t h e  p a y  s t a n d a r d .

Q2. D o e s  the e x c l u s i o n  of so m e  p r o d u c t  p r i c e s  f r o m  the
p r i c e  c a l c u l a t i o n s  u n d e r  7 0 5 A - 3 ( a ) - (e) c a u s e  p r o b l e m s  
for c o m p a n i e s  that u s e  l a r g e  a m o u n t s  of t h e s e  p r o d u c t s  
as i n p u t s ?

A. If a c o m p a n y  c a n n o t  c o m p l y  w i t h  the p r i c e  d e c e l e r a t i o n  
s t a n d a r d  b e c a u s e  o f  i n c r e a s e s  in the p r i c e s  o f  t h e s e  
p r o d u c t s ,  it m a y  c o m p l y  w i t h  the p r o f i t  m a r g i n  l i m i­
tation.

03. If a c o m p a n y  has just (after O c t o b e r  1) r a i s e d  p r i c e s  
a n d  is n o w  n o t  in c o m p l i a n c e ,  m u s t  the c o m p a n y  roll 
b a c k  p r i c e s  to be in c o m p l i a n c e ?

A. Yes.

B. C o m p l i a n c e
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Ql. W h e n  d o e s  the p r o g r a m  y e a r  b e g i n  for p r i c e  i n c r e a s e s ?  
W h a t  is the b a s e  q u a r t e r ?

A. If the c o m p a n y ' s  f i s c a l  q u a r t e r  c o r r e s p o n d s  t o  the 
c a l e n d a r  q u a r t e r ,  the "base q u a r t e r "  is the t h i r d  
q u a r t e r  o f  1978 (July t h r o u g h  S e p t e m b e r )  and the p r o­
g r a m  y e a r  r u n s  t h r o u g h  the t h i r d  q u a r t e r  of 1979.

If a c o m p a n y  has f i s c a l  q u a r t e r s  th?+- do n o t  c o r r e s p o n d  
w i t h  c a l e n d a r  q u a r t e r s  it m a y  u s e  as a b a s e  q u a r t e r  the 
m o s t  r e c e n t  f i s c a l  q u a r t e r  w h i c h  e n d e d  b e f o r e  O c t o b e r  
2, 1978. T h e  p r o g r a m  y e a r  for the c o m p a n y  t h e n  i n c l u d e s  
the n e x t  four fiscal q u a r t e r s .

Q2. If b u s i n e s s  is d o n e  o n  a c o n t r a c t  b a s i s ,  in m a k i n g
p r i c e  c a l c u l a t i o n s ,  s h o u l d  p r i c e s  be  i n c l u d e d  w h e n  
c o n t r a c t s  are s i g n e d  o r  w h e n  p a y m e n t  is r e c e i v e d ?

A. A t  the t i m e  o f  p a y m e n t .  Hov/ever, d e l i v e r y  p r i c e s
d e t e r m i n e d  b y  c o n t r a c t s  s i g n e d  b e f o r e  O c t o b e r  2, 1978, 
are e x c l u d e d  un l e s s  the c o n t r a c t  a l l o w s  for s e l l e r  
d i s c r e t i o n  to a d j u s t  p r i c e s ,  t h e r e b y  a l l o w i n g  the 
s e l l e r  to m e e t  tho p r i c e  s t a n d a r d .

g3. M u s t  a c o n s o l i d a t e d  c o m p a n y ,  w h i c h  d e c i d e s  to s e p a r a  
its e n t i t i e s ,  use the same s e p a r a t i o n  for c o m p l i a n c e  
w i t h  the pr.y and w i t h  p r i c e  s t a n d a r d s ?

A. Yes.

Q 4 . O n e  c o m p a n y  has m a n y  o p e r a t i n g  s u b s i d i a r i e s  a n d
d i v i s i o n s .  A n o t h e r  c o m p a n y  is e q u a l l y  c o m p l e x ,  b u t
it is not d i v i d e d  in t o  s u b s i d i a r i e s  a n d  d i v i s i o n s .  C a n  
b o t h  of t h e s e  c o m p a n i e s  d i s a g g r e g a t e  u n i t s  for c o m­
pl i a n c e  p u r p o s e s ?

A. Yes, but it w o u l d  be e a s i e r  for the first c o m p a n y .
At  the o p t i o n  of the c o m p a n y ,  b u t  s u b j e c t  to r e v i e w  by 
the C o u n c i l  o n  W a g e  and P r i c e  S t a b i l i t y ,  o n e  o r  m o r e  
s u b s i d i a r i e s  o r  d i v i s i o n s  m a y  b e  t r e a t e d  as a s e p a r a t e ,  
s i n g l e  c o m p a n y .  S u c h  s e p a r a t e  e n t i t i e s  a r e  a l l o w e d  if 
an a c c o u n t i n g  b a s i s  e x i s t s  for s e p a r a t i n g  t h e m  f r o m  the 
p a r e n t  firm. T w o  s e p a r a t e  k i n d s  if a l l o w a b l e  c a s e s  
s h o u l d  be d i s t i n g u i s h e d .  First, if a c o m p a n y  has 
f o l l o w e d  an h i s t o r i c a l  p r a c t i c e  o f  s e p a r a t e  a c c o u n t i n g

C. C o m p u t a t i o n o f  the P r i c e  S t a n d a r d



t r e a t m e n t s  w i t h  r e g a r d  to the e n t i t i e s  it w a n t s  to 
t r e a t  s e p a r a t e l y ,  s u c h  p r a c t i c e s  m a y  be c o n t i n u e d  for 
p u r p o - e s  of m e a s u r i n g  c o m p l i a n c e  w i t h  the p r o g r a m .  
S e c o n d ,  if a f i r m  h a s  m a i n t a i n e d  r e c o r d s  w h i c h  a l l o w  
it to d i s a g g r e g a t e  h i s t o r i c a l  a c c o u n t i n g  d a t a  i n t o  
s e p a r a t e  e n t i t i e s ,  s u c h  d a t a  m a y  b e  u s e d  as a b a s i s  for 
d i s a g g r e g a t i n g  its e n t i t i e s .  N e w l y  a d o p t e d  a c c o u n t i n g  
p r o c e d u r e s  c a n n o t  b e  u s e d  to re./ork a c c o u n t i n g  d a t a  
i n t o  n e w  f o r m a t s  for p u r p o s e s  o f  s e p a r a t i n g  units.

C a n  a d i v e r s i f i e d  c o m p a n y  c o m p l y  b y  m e e t i n g  the p r i c e  
s t a n d a r d  o n  so m e  o p e r a t i o n s  (sepa r a t e  s u b s i d i a r i e s  o f  
o p e r a t i n g  d i v i s i c  is) and the p r o f i t  l i m i t a t i o n  on 
o t h e r s ?

Yes. If the c o m p a n y  d e c i d e s  to t r e a t  s u b s i d i a r i e s  
or d i v i s i o n s  as s e p a r a t e  e n t i t i e s ,  t h o s e  u n i t s  u n a b l e  
to m e e t  the p r i c e  s t a n d a r d  c a n  c o m p l y  b y  m e e t i n g  the 
p r o f i t  m a r g i n  l i m i t a t i o n .

S h o u l d  I use list o r  t r a n s a c t i o n  p r i c e s  in m a k i n g  
p r i c e  d e c e l e r a t i o n  c a l c u l a t i o n s ?

T r a n s a c t i o n  p r i c e s  a r e  p r e f e r r e d .  If, ho w e v e r ,  list 
p r i c e s  m o v e  c l o s e l y  w i t h  t r a n s a c t i o n  prices, th e y  m a y  

s used.

T h e  p r i c e  s t a n d a r d  r e q u i r e s  full p a s s  t h r o u g h  of pay 
d e c e l e r a t i o n  in e x c e s s  o f  0.5 p e r c e n t a g e  points.
H o w  c a n  a f i r m  c a l c u l a t e  ics r i t e  o f  pay d e c e l e r a t i o n  
o r  pay s h a r e  before the e n d  or the p r o g r a m  y e a r

T h e  p r i n c i p l e  d e s c r i b e d  in S e c t i o n  705A-2(c) is that  
a c o m p a n y  s h o u l d  p a s s  t h r o u g h  p a y  d e c e l e r a t i o n  in 
e x c e s s  o f  0.5 p e r c e n t a g e  o n  the b a s i s  of e x p e c t e d  
c h a n g e s  or a c t u a l  c h a n g e s  as t h e y  oc c u r .  If a c o m p a n y  
f o l l o w s  a r e a s o n a b l e  a n d  g o o d - f a i t h  p r o c e d u r e ,  a c t u a l  
d e p a r t u r e  f r o m  t h e  s t a n d a r d  w o u l d  n e t  be t r e a t e d  as a 
f a i l u r e  to c o m p l y  w i t h  the pr o g r a m .



D. P r o f i t M a r g i n  L i m i t a t i o n

Ql. W h a t  r e c o u r s e  f r o m  the p r o f i t  m a r g i n  l i m i t a t i o n  is 
a v a i l a b l e  if the b e s t  two o u t  o f  t h e  la s t  t h r e e  
y e a r s  is abnorr ..lly low?

A. N o  s p e c i f i c  p r o v i s i o n s  h a v e  b e e n  m a d e  to c o v e r  t h i s
s i t u a t i o n .  Y o u  m a y  h a v e  a b a s i s  for c l a i m i n g  u n d u e
h a r d s h i p  u n d e r  705A-6.

Q 2 . C a n  the p r o f i t  m a r g i n  l i m i t a t i o n  be a p p l i e d  to the
d o m e s t i c  m a r k e t  only, o r  m u s t  it b e  a p p l i e d  to all
o p e r a t i o n s ,  d o m e s t i c  a n d  i n t e r n a t i o n a l ?

A. F o r e i g n  o p e r a t i o n s  s h o u l d  be e x c l u d e d  f r o m  c a l c u l a­
tio n s  o f  prices, pr o f i t s ,  and r e v e n u e s .

Q3. A r e  r e v e n u e s  and c o s t s  f r o m  n e w  a n d / o r  d i s c o n t i n u e d
p r o d u c t s  i n c l u d e d  in the c o m p u t a t i o n  of p r o f i t  m a r g i n s  
for the p r o f i t  m a r g i n  l i m i t a t i o n ?

A. Yes.

Q 4 . H o w  s h o u l d  a c h a n g e  in d e p r e c i a t i o n  a c c o u n t i n g  m e t h o d s  
a f f e c t i n g  p r o f i t s  be t r e a t e d ?

A. If a c o m p a n y  has c h a n g e d  m e t h o d s  b e t w e e n  the la3t 3-
y e a r  p e r i o d  and the p r o g r a m  year, it s h o u l d  r e c o m p u t e  
its p r o f i t s  for the t w o  p e r i o d s  on a c o n s i s t e n t  basis.

05. A r e  any f i rm3 s e l l i n g  g o o d s  and s e r v i c e s  in the
U n i t e d  S t a t e s  e x e m p t  fr o m  b o t h  the p r i c e  s t a n d a r d  and
the p r o f i t  l i m i t a t i o n ?

A. Yes. If p r o d u c t s  e x c l u d e d  u n d e r  7 0 5 A - 3 ( a ) - (e)
a c c o u n t  for m o r e  than 75 p e r c e n t  of  the c o m p a n y ' s  total 
r e v e n u e s  d u r i n g  the fo u r  q u a r t e r s  p r i o r  to the p r o g r a m  
year, t h e  c o m p a n y  ne e d  not c o m p l y  w i t h  the p r i c e  s t a n d a r d  
or  the p r o f i t  l i m i t a t i o n .  T h e  c o m p a n y  would, h owever,  
be e x p e c t e d  to c o m p l y  w i t h  the pay s t a n d a r d .

Q6. H o w  d o e s  the p r o f i t  m a r g i n  l i m i t a t i o n  a p p l y  to n o n­
pr o f i t  o r g a n i z a t i o n s ?

A. I n s t e a d  of  a p r o f i t  m a r g i n  l i m i t a t i o n ,  a n o n p r o f i t
o r g a n i z a t i o n  w o u l d  be e x p e c t e d  to c o m p l y  * i t h  an
o p e r a t i n g  s u r p l u s  l i m i t a t i o n .  O p e r a t i n g  s u r p l u s  is
d e f i n e d  as o p e r a t i n g  f u nds less t otal c o s t s  a n d  e x ­
pe n s e s  i n c l u d i n g  w a g e s .  T h e  o p e r a t i n g  m a r g i n  ;s 
o p e r a t i n g  s u r p l u s  d i v i d e d  b y  o p e r a t i n g  funds.
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II. T H E  P A Y  S T A N D A R D

A. G e n e r a l  S t a n d a r d

Ql. D o e s  the p a y  s t a n d a r d  m e a n  that the a v e r a g e  p a y  r a t e s  of
a l l  e m p l o y e e  u n i t s  s h o u l d  ri s e  by 7 p e r c e n t ?

A. No. The 7 - p e r c e n t  s t a n d a r d  r e p r e s e n t s  a c e i l i n g  for p a y -
r a t e  i n c r e a s e s .  It is n o t  a s u g g e s t e d  target. A f i r m  
w h i c h  g r a n t s  7 - p e r c e n t  i n c r e a s e s  or less is in c o m p l i a n c e  
w i t h  the standard.

Q2. D o e s  the s t a n d a r d  m e a n  n o  o n e  c a n  r e c e i v e  m o r e  t h a n  a 7-
p e r c e n t  r a i s e ?

A. No. In g e n e r a l ,  the p a y  s t a n d a r d  i m p o s e s  no  l i m i t  on
i n d i v i d u a l  e m p l o y e e  p a y  rates. I n s t e a d  the s t a n d a r d  
a p p l i e s  to  a v e r a g e  pay r a t e s  for e m p l o y e e  units.

B. E m p l o y e e  C o v e r a g e

01. H o w  d o  y o u  d i s t i n g u i s h  the n o n u n i o n  m a n a g e m e n t  g r o u p  of 
e m p l o y e e s  fr o m  the n o n u n i o n  nonmenageme.-.t g r o u p ?

A. C o m p a n i e s  c a n  d e t e r m i n e  this in a f a s h i o n  c o n s i s t e n t  w i t h
t h e i r  p a s t  p r a c t i c e s .  In g e n e r a l ,  m a n a g e m e n t  e m p l o y e e s  
s h o u l d  be t h o s e  w h o r e  d u t i e s  are p r i m a r i l y  of a s u p e r­
v i s o r y  nature. For exa m p l e ,  the Fair L a b o r  S t a n d a r d s  A c t  
d i s t i n c t i o n  b e t w e e n  e x e m p t  and n o n e x e m p t  e m p l o y e e s  c o u l d  
b e  used. F i r m s  r h o u l d  not, h owever, a l t e r  o r  s t r e t c h  
p r e v i o u s l y  u s e d  c a t e g o r i e s  in o r d e r  to p e r m i t  p a y  i n c r e a s e s  
a b o v e  the s t a n d a r d  for some w o r k e r s  at the e x p e n s e  of  othe r s .  
T h e  i n t e n t  of this p r o v i s i o n  is to e n s u r e  th a t  n o n m a n a g e m e n t  
p e r s o n n e l  are not t r e a t e d  i n e q u i t a b l y .  If f i rms c a n  p r o v i d e  
a l t e r n a t i v e  v e r i f i c a t i o n  of e q u i t a b l e  t r e a t m e n t  of  e m p l o y e e s ,  
th e y  m a y  c o m b i n e  t hese g r o u p s  for p u r p o s e s  of d e t e r m i n i n g  
t h e i r  c o m p l i a n c e .

02. C a n  a c o m p a n y  d e f i n e  s m a l l e r  e m p l o y e e  u n i t s  t h a n  m a n a g e­
men t  a n d  n o n m a n a g e m e n t ?

A. Yes. A n y  f u r t h e r  b r e a k d o w n  c o n s i s t e n t  w i t h  a c o m p a n y ' s
a c c o u n t i n g  p r o c e d u r e s  is a c c e p t a b l e .  T o  d e t e r m i n e  o v e r a l l  
c o m p l i a n c e ,  the firm m a y  c o m p u t e  a w e i g h t e d  a v e r a g e  of tho 
p a y - r a t e  i n c r e a s e s  for t h e s e  g r o ups, u s i n q  as w e i g h t s  the 
p e r c e n t a g e s  of the t otal p a y  bill pa i d  to e a c h  g r o u p .



Q3. Does the 7 - p e r c e n t  l i m i t  on  the p a y  i n c r e a s e  a p p l y  to n e w  

e m p l o y e e s ?

A. T h e  l imit d o e s  n o t  a p p l y  t o  i n d i v i d u a l  w o r k e r s ,  w h e t h e r
they are n e w  o r  o l d  e m p l o y e e s .  But the a v e r a g e  r a t e  pa i d  
by a f i r m  s h o u l d  n o t  r i s e  b y  m o r e  t h a n  / p e r c e n t  d u r i n g  
the year, r e g a r d l e s s  o f  t u r n o v e r s  o r  i n c r e a s e s  in its 
w o r k f o r c e .

Q4. In the c a s e  of  m e r g e r s ,  c a n  the p a r e n t  c o m p a n y  t r e a t  its
n e w l y  a c q u i r e d  c o m p a n i e s  as s e p a r a t e  e n t i t i e s  for p a y
s t a n d a r d  c o m p u t a t i o n s ?

A .  Yes, if t h i s  is t h e  m e t h o d  a p p l i e d  to p r i c e  c o m p u t a t i o n s  
as well.

C . Are U.S. e m p l o y e e s  a s s i g n e d  to w o r k  in o t h e r  c o u n t r i e s  
s u b j e c t  t o  the p a y  s t a n d a r d ?

A. No, they s h o u l d  be  e x c l u d e d  from the e m p l o y e e  g r o u p s .

Q6. Do e s  the p a y  s t a n d a r d  a p p l y  to Fed e r a l ,  St a t e ,  a n d  local
g o v e r n m e n t  w o r k e r s ?

A. Yes.

07. A r e  p a y  i n c r e a s e s  m a n d a t e d  by S t a t e  and local g o v e r n m e n t  
r e g u l a t i o n s  e x e m p t  f t o m  the pay s t a n d a r d ?

A. P u b l i c  s e c t o r  e m p l o y e e s  a r e  c o v e r e d  by the p a y  s t a n d a r d .
If l e g a l l y  m a n d a t e d  p a y  ' n c r e a s e s  d e t e r m i n e d  u n d e r  r e g u­
lat i o n s  e x i s t i n g  p r i o r  to O c t o b e r  25, 1978 e x c e e d  7 p e r c e n t ,  
the a m o u n t  a b o v e  7 p e r c e n t  is e x c l u d e d  fr o m  t h e  p a y  c a l c u­
lations.

c * Pay and Pay R a tes

01. I n c r e a s e d  e m p l o y e r  c o n t r i b u t i o n  c o s t s  for l e g a l l y  m a n d a t e d  
e m p l o y e e  b e n e f i t s  are not c h a r g e d  a g a i n s t  the 7 - p e r c e n t  
p ay s t a n d a r d .  W h i c h  e m p l o y e r  c o s t s  are e x c l u d e d ?

A .  E x c l u d e d  are c o s t s  of l e g a l l y  m a n d a t e d  p a y r o l l  t a x e s  su c h
as S o c i a l  S e c u r i t y ,  W o r k e r ' s  C o m p e n s a t i o n ,  and U n e m p l o y m e n t  
I n s urance. In a d d i t i o n ,  the i n c r e a s e d  c o s t s  d u r i n g  che 
p r o g r a m  y e a r  o f  n e w  l e q a l l y  r e q u i r e d  b e n e f i t s ,  s u c h  as 
p a i d  m a t e r n i t y  leave, c h a n g e s  in b e n e f i t s  u n d e r  t h e  r e c e n t l y  
a m e n d e d  A g e  D i s c r i m i n a t i o n  Act, and r o m a i n i n q  E R I S A  m a n d a t e d  
p e n s i o n  p l a n  a m e n d m e n t s  s h o u l d  not be c h a r g e d  a g a i n s t  the 
7 - p e r c e n t  s t a n d a r d .



Q2. W i t h  r e s p e c t  to the e x c l u s i o n  of o v e r t i m e  pay, w h a t  d o e s  
t h e  l a n g u a g e  "as long as the c o n d i t i o n s  of t h a t  p a y  a r e  
u n c h a n g e d "  m e a n ?

A. A  c h a n g e  in the c o n d i t i o n s  of o v e r t i m e  pay o c c u r s  w h e n
the o v e r t i m e  p r e m i u m  p a y  ra t e  is c h a n q e d  or w h e n  the t i m i n g  
r e q u i r e m e n t s  are a l t e r e d  (for e x a m p l e  by d e f i n i n g  o v e r t i m e  
as w o r k  b e y o n d  38 h o u r s  r a t h e r  t h a n  40 h o u r s ) . W h e n  su c h  
a c h a n g e  o c c u r r d u r i n g  the p r o g r a m  year, an e s t i m a t e  o f  the 
i n c r e a s e d  p a y  d u e  to the c h a n g e  m u s t  be i n c l u d e d  as a p a y -  
r a t e  increase.

Q3. A r e  c o s t - o f - l i v i n g  d i f f e r e n t i a l s  r e c e i v e d  if an e m p l o y e e  
is t r a n s f e r r e d  to a h i g h e r  c o s t - o f - l i v i n g  a r e a  i n c l u d e d  
a s  p a y - r a t e  i n c r e a s e s ?

A. N o t  if they r e p r e s e n t  c o n t i n u a t i o n  of a n  e s t a b l i s h e d
p r a c t i c e  to pay s u c h  d i f f e r e n t i a l s .

Q4. S h o u l d  m o v i n g  e x p e n s e  r e i m b u r s e m e n t s  be i n c l u d e d  as a
c o m p o n e n t  o f  pay?

A. No.

T. C o l l e c t i v e  B a r g a i n i n g  U n i t s

Ql. If w o r k e r s  in one u n i o n  in a c o m p a n y  a r e  out of c o m p l i a n c e ,  
i s  the c o m p a n y  o u t  o f  c o m p l i a n c e ?

A. Yes. E a c h  c o l l e c t i v e  b a r g a i n i n g  c o n t r a c t  s h o u l d  m e e t  the
p a y  s t a n d a r d ;  a fi r m  is o u t  o f  c o m p l i a n c e  if any of  its 
c o l l e c t i v e  b a r g a i n i n g  a g r e e m e n t s  e x c e e d  the p a y  s t a n d a r d .  
H o w e v e r ,  if this g r o u p  r e p r e s e n t s  less than 5 p e r c e n t  of 
of  the fi r m ' s  w o r k  force, the g r o u p  c a n  (at the c o m p a n y ' s  
d i s c r e t i o n )  be i n c l u d e d  w i t h i n  the c a t e g o r y  of n o n u n i o n  
e m p l o y e e s .

02. W h a t  a b out a s m all f i r m  t h a t  is a p a r t y  to a l a r g e  c o l l e c­
tive  b a r g a i n i n g  a g r e e m e n t ?

A. If the firm is a p a r t i c i p a n t  in the c o l l e c t i v e  b a r g a i n i n g
n e g o t i a t i o n s  or a m e m b e r  of the e m p l o y e r  a s s o c i a t i o n  that 
n e g o t i a t e s  the a g r e e m e n t  a n d  the a g r e e m e n t  e x c e e d s  the 
s t a n d a r d s ,  the firm is n o t  in c o m p l i a n c e .
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Q 3 . D o e s  the p a y  s t a n d a r d  a p p l y  to c o l l e c t i v e  b a r g a i n i n g  s e t t l e­
m e n t s  w h i c h  w e r e  b e i n g  n e g o t i a t e d  p r i o r  to the P r e s i d e n t ' s  
annou: :ement on O c t o b e r  24, b u t  in w h i c h  no formal a g r e e­
m e n t  w a s  s i g n e d ?

A. T h e  p a y  s t a n d a r d  d o e s  n o t  a p p l y  u n d e r  any of the f o l l o w i n g  
c i r c u m s t - n c e s :

(1) t h e r e  w a s  a w r i t t e n  m e m o r a n d u m  of a g r e e m e n t  
c o v e r i n g  w a g e s  a n d  b e n e f i t s  p r i o r  to 
O c t o b e r  25;

(2) t h e r e  w a s  a w r i t t e n  m a n a g e m e n t  o f f e r  o u t­
s t a n d i n g  on  O c t o b e r  24, a n d  the c o n t r a c t  is 
l a t e r  s i g n e d  w i t h  w a g e  a n d  b e n e f i t  terms 
t h a t  a r e  no h i g h e r ;  or

(3) t h e r e  w a s  e v i d e n c e  o f  an o r a l  a g r e e m e n t  
c o v e r i n g  w a g e s  and b e n e f i t s  p rior to 
O c t o b e r  25.

Q4. Is t h e r e  a n y  p o w e r  to i n v a l i d a t e  c o n t r a c t s  that e x c e e d  the 
s t a n d a r d ?

A. No, the g o v e r n m e n t  h a s  n o  a u t h o r i t y  or i n t e n t i o n  to 
i n v a l i d a t e  labor c o n t r a c t s .

E. N o n u n i o n  S i a n d a r d

Ql. W h e n  d o e s  the p r o g r a m  y e a r  b e g i n  for w a g e  inc r e a s e s ?

A. F o r  n o n u n i o n  a n d  s u p e r v i s o r y  w o r k e r s ,  the p r o g r a m  year
is the s a m e  for w a q e  i n c r e a s e s  as for p r i c e  i n c r eases —  
t y p i c a l l y  f r o m  the t h i r d  q u a r t e r  o f  1978 t h r o u g h  the third 
q u a r t e r  o f  1979. If a c o m p a n y  u s e s  a fiscal ye a r  o t h e r  
t h a n  the c a l e n d a r  year, it m a y  u s e  as a ba s e  q u a r t e r  the 
l a s t  c o m p l e t e  f i s c a l  q u a r t e r  p r i o r  to O c t o b e r  2, 1978.

Q2. T h e  p a y  s t a n d a r d  for n o n u n i o n  e m p l o y e e  g r o u p s  c o m p a r e s
t h e  b a s e - q u a r t e r  p a y  r a t e  w i t h  the p a y  rate in the last
q u a r t e r  of tho p r o g r a m  year. D o e s  this m e a n  the c o m p a n y 
is u n c o n s t r a i n e d  o v e r  the f i r s t  t h r e e  q u a r t e r s  o f  the 
p r o q r a m  y e a r ?

A. No. H a v i n g  an a n n u a l  c o m p l i a n c e  s t a n d a r d  m i n i m i z e s  the
a d m i n i s t r a t i v e  b u r d e n  p l a c e d  o n  f i rms and e l i m i n a t e s  somo 
c o m p l i a n c e  p r o b l e m s  w h i c h  m i g h t  be c a u s e d  by sea s o n a l  
f a c t o r s  and the t i m i n g  of p a y - r a t e  ch a n g e s .  H o wever, at
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a n y  t i m e  d u r i n g  the p r o g r a m  year, c o m p a n i e s  s h o u l d  be 
p r e p a r e d  to d e m o n s t r a t e  th a t  t h e i r  p a y  s i t u a t i o n  is c o n­
s i s t e n t  w i t h  t h e  7 - p e r c e n t  a n n u a l  s t a n d a r d .

Q3. If a p a y  p l a n  is c o m m u n i c a t e d  to p a y - p l a n  s u p e r v i s o r s
p r i o r  to  O c t o b e r  25, but it is not in o p e r a t i o n  p r i o r  to 
t h a t  d a te, are i n c r e a s e s  in e x c e s s  of 7 p e r c e n t  u n d e r  th i s  
p l a n  e x c l u d e d  f r o m  the p a y  s t a n d a r d ?

A. No. It m u s t  e i t h e r  be in o p e r a t i o n  or c o m m u n i c a t e d  to the
e m p l o y e e s .

Q 4 . S e c t i o n  7 0 5 B -5(e) sa y s  th a t  c o m p a n i e s  m a y  m a k e  a d j u s t m e n t s
for s h i f t s  in t h e  c o m p o s i t i o n  of  the w o r k  f o r c e  a m o n g  
d i s t i n c t  f u n c t i o n a l  e m p l o y e e  s u b g r o u p s .  W h a t  d o e s  this 
m e a n ?

A. U n d e r  this o p t i o n ,  a s e p a r a t e  p a y - r a t e  i n c r e a s e  m a y  be
c a l c u l a t e d  for e a c h  f u n c t i o n a l  e m p l o y e e  s u b g r o u p .  If a 
w e i g h t e d  a v e r a g e  o f  the r e s u l t i n g  p a y - r a t e  i n c r e a s e s  is 
7 p e r c e n t  o r  less, the e m p l o y e e  u n i t  is in c o m p l i a n c e .
F o r  p u r p o s e s  of c o m p u t i n g  this w e i g h t e d  a v e r a g e ,  the s u b­
grou p s '  b a s e - q u a r t e r  s h a r e s  o f  ^otal e m p l o y e e - u n i t  p a y  
m a y  be u s e d  as w e i g h t s .

Q5. W h a t  is the e f f e c t  of t h e s e  a d j u s t m e n t s  on the n o n u n i o n
p a y  s t a n d a r d ?

A. U n d e r  the g e n e r a l  s t a n d a r d  as a p p l i e d  to n o n u n i o n  g r o u p s ,
c h a n g e s  in the c o m p o s i t i o n  of the w o r k  f o r c e  t o w a r d  h i g h e r -  
p a i d  e m p l o y e e  s u b g r o u p s  c o u l d  c a r r y  the e m p l o y e e  un i t  as 
a w h o l e  o v e r  7 p e r c e n t  e v e n  t h o u g h  the 7 - p e r c e n t  l i m i t a t i o n  
is s a t i s f i e d  for e a c h  job c a t e g o r y .  T h i s  a d j u s t m e n t  p r o­
v i d e s  n o n u n i o n  g r o u p s  w i t h  t r e a t m e n t  s i m i l a r  to t h a t  a l l o w e d  
for c o l l e c t i v e  b a r g a i n i n g  u n i t s  by p e r m i t t i n g  c o m p a n i e s  to 
a s s u m e  no c h a n g e s  in the c o m p o s i t i o n  o f  the w o r k  force 
d u r i n g  the p r o g r a m  year.

Q6. W h a t  is a d i s t i n c t  f u n c t i o n a l  e m p l o y e e  s u b g r o u p ?

A. W i t h i n  a n  e m p l o y e e  unit, a d i s t i n c t  f u n c t i o n a l  s u b g r o u p
w o u l d  be i d e n t i f i e d  by t y p e  of  w o r k  (for e x a m p l e ,  e n g i n e e r s ,  
a c c o u n t a n t s ,  s e c r e t a r i e s ,  p r o d u c t i o n  w o r k e r s ,  etc . ) .  As 
a rule, t h e s e  s u b g r o u p s  s h o u l d  be t h o s e  r e g u l a r l y  i d e n t i f i e d  
in the c o m p a n y ' s  a c c o u n t i n g  p r a c t i c e s  a n d  p a y  p l a n s  as 
s e p a r a t e  e m p l o y e e  groups.
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Q7. S e c t i o n  7 0 5 B - 4 ( b )  s a y s  t h a t  c o m p l i a n c e  m a y  be d e t e r m i n e d  
o n  the b a s i s  of the a v e r a g e  p a y  r a t e s  for c o n t i n u i n g  
e m p l o y e e s .  W h a t  is the i m p l i c a t i o n  of  th i s  o p t i o n ?

A. T h i s  o p t i o n  a l l o w s  the c o m p a n y  to f o l l o w  p a y  r a t e s  for 
th e  f i x e d  p o p u l a t i o n  of c o n t i n u i n g  e m p l o y e e s  e m p l o y e d  
t h r o u g h o u t  the p r o g r a m  year. T h i s  a p p r o a c h  m a y  be 
e s p e c i a l l y  u s e f u l  to  s m a l l  b u s i n e s s e s  th a t  h a v e  c h a n g e s  
i n  the c o m p o s i t i o n  o f  t h e  w o r k  force b u t  d o  not t y p i c a l l y  
p e r f o r m  t h e  c o s t - a c c o u n t i n g  a n a l y s e s  n e e d e d  to a d j u s t  for 
t h e s e  c o m p o s i t i o n a l  shifts.

W h e n  e x c l u d i n g  p r o m o t i o n  and q u a l i f i c a t i o n  i n c r e a s e s  u n d e r  
t h i s  m e t h o d ,  t h e  c o m p a n y  s h o u l d  b e  p r e p a r e d  to d e m o n s t r a t e  
t h a t  su c h  i n c r e a s e s  g r a n t e d  d u r i n g  the p r o g r a m  y e a r  are 
c o n s i s t e n t  w i t h  h i s t o r i c a l  p r a c t i c e s .

Q8. A r e  s t e p - r a t e  i n c r e a s e s  or l o n g e v i t y  i n c r e a s e s  l e g i t i m a t e  
p r o m o t i o n s ?

A. No. In a l l  ca es, s t e p - r a t e  or o t h e r  s i m i l a r  p a y - r a t e
i n c r e a s e s  that r e p r e s e n t  m o v e s  t h r o u g h  a p a y  h i e r a r c h y  for 
w o r k  th a t  is n o t  s u b s t a n t i a l l y  c h a n g e d  are i n c l u d e d  as 
p a y - r a t e  i n c r e a s e s .

Q9. W h a t  is a q u a l i f i c a t i o n  increase, and is it i n c l u d e d  in 
d e t e r m i n i n g  c o m p l i a n c e  w i t h  the p a y  s t a n d a r d  u n d e r  
7 0 5 B - 4 ( b ) ?

A. Q u a l i f i c a t i o n  i n c r e a s e s  i n c l u d e  a u t o m a t i c  p r o g r r ?sion
i n c r e a s e s  f r o m  e n t r y  l e v e l s  to j o b - r a t e  l e v e l s  and o t h e r  
i n c r e a s e s  a s s o c i a t e d  w i t h  d i s c r e t e  i m p r o v e m e n t s  in an 
e m p l o y e e ' s  j o b - r e l a t e d  c r e d e n t i a l s ,  s u c h  as c o m p l e t i o n  
o f  an e d u c a t i o n a l  o r  v o c a t i o n a l  t r a i n i n g  p r o g r a m .  S u c h  
i n c r e a s e s  a r e  n o t  i n c l u d e d  in d e t e r m i n  nq c o m p l i a n c e .

Q10. C a n  a c o m p a n y  d e m o n s t r a t e  c o m p l i a n c e  w i t h  t h e  p a y  s t a n d a r d  
for n o n u n i o n  e m p l o y e e  c r o u p s  on a p r o s p e c t i v e  b a s i s ?

A. Yes. If a c o m p a n y  b a s e s  its p a y  p r o j e c t i o n s  o n  its s t a n d­
ar d  b u d g e t a r y  p r a c t i c e s  a n d  a s s u m e s  c o n t i n u a t i o n  of w e l l -  
e s t a b l i s h e d  h i s t o r i c a l  r e l a t i o n s h i p s ,  then it c a n  d e m o n s t r a t e  
c o m p l i a n c e  o n  a p r o s p e c t i v e  b a s i s  for n o n u n i o n  units.

C o m p l i a n c e  m u s t  s t i l l  be d e t e r m i n e d  r e t r o s p e c t i v e l y  by 
c o m p a r i n g  tho l a s t  q u a r t e r  of the p r o g r a m  y e a r  w i t h  the 
b a s e  q u a r t e r .  H o w e v e r ,  f a i l u r e  to m e e t  the 7 - p e r c e n t
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s t a n d a r d  w i l l  n o t  c o n s t i t u t e  n o n c o m p l i a n c e  if t h e r e  has 
b e e n  a g o o d - f a i t h  e f f o r t  t o  c o m ply, but u n f o r e s e e n  e v e n t s  
b e y o n d  t h a  c o m p a n y ' s  c o n t r o l  h a v e  c a u s e d  the f ailure.

Qll. C a n  a n o n u n i o n  u n i t  m a k e  m u l t i - y e a r  a g r e e m e n t s ?

A. Yes, p r o v i d e d  t h e y  are b i n d i n g  o n  b o t h  p a r t i  s. T h e  r u l e s  
for m u l t i - y e a r  c o l l e c t i v e  b a r g a i n i n g  a g r e e m e n t s  s h o u l d  b' 
a p p l i e d  in e v a l u a t i n g  c o m p l i a n c e  of su c h  a g r e e m e n t s  w i t h  
the sta n d a r d s .

F. V a r i a b l e  C o m p e n s a t i o n

Ql. H o w  are s a l e s  c o m m i s s i o n  a n d  p r o d u c t i o n  i n c e n t i v e  p l a n s  
t r e a t e d  u n d e r  the s t a n d a r d ?

A. E m p l o y e e s  o p e r a t i n g  u n d e r  t h e s e  p l a n s  are s u b j e c t  to the
standard. If the u n i t ' s  c o m p e n s a t i o n  e x c e e d s  the s t a n d a r d ,  
c o m p a n i e s  m u s t  be a b l e  to d e m o n s t r a t e  that t h e y  w o u l d  h a v e
b e e n  in c o m p l i a n c e  had the u n i t ' s  s a l e s  or  p r o d u c t i o n
e x p e r i e n c e ,  b a s e d  o n  p h y s i c a l  v o l u m e ,  b e e n  the sa m e  as in
the ye a r  p r i o r  to the p r o g r a m  year.

Q2. Is c o m p e n s a t i o n  f r o m  a n n u a l  i n c e n t i v e  p l a n s  i n c l u d e d  as 
pay?

A. Yes. Pay from a n n u a l  i n c e n t i v e  plans, s u c h  as an n u a l
b o nuses, is i n c l u d e d  as p a y  in the b a s e  q u a r t e r  a n d  d u r i n g  
the p r o g r a m  year.

Q3. H o w  are a n n u a l  i n c e n t i v e  a w a r d s  to be t r e a t e d  in c o m p u t i n g  
p a y  ra t e s ?

A. T h i s  d e p e n d s  o n  w h e t h e r  the a w a r d s  are m a d e  p u r s u a n t  to a
p l a n  or o n  a d i s c r e t i o n a r y  basis. A n n u a l  b o n u s e s  or award'* 
m a d e  a c c o r d i n g  to a p l a n  p r e v i o u s l y  a n n o u n c e d ,  c o n s i s t e n t l y  
a d m i n i s t e r e d ,  and b a s e d  on p a s t  p r a c t i c e ,  s h o u l d  be t r e a t e d  
as p a y  o v e r  the p e r i o d  e a r n e d .  For e x a m p l e ,  a b o n u s  p a i d  
in e a r l y  1979 d e p e n d i n g  on p e r f o r m a n c e  o v e r  c a l e n d a r - y e a r  
1978 s h o u l d  be t r e a t e d  as p a y  r e c e i v e d  e v e n l y  o v e r  1978.

If the b o n u s  p a y m e n t  is d i s c r e t i o n a r y  (not u n d e r  a plan) 
and there is n o  d e m o n s t r a b l e  o b j e c t i v e  p e r f o r m a n c e  c r i t e r i o n ,  
it s h o u l d  be t r e a t e d  a3 pay w h e n  p a y m e n t  is m a d e  (or w h e n  
a c c r u e d  if it is d e f e r r e d ) . F o r  e x ample, all d i s c r e t i o n a r y  

b o n u s e s  p a i d  (or accrued) in the p r o g r a m  y e a r  s h o u l d  b e  
i n c l u d e d  as p a y  r e c e i v e d  e v e n l y  o v e r  the p r o g r a m  year. 
S i m i l a r l y ,  o n e - f o u r t h  o f  all b o n u s e s  j aid (or accrued) in 
the p r e c e d i n g  y e a r  s h o u l d  be t r e a t e d  as p a y  in the b a s e  
q uarter.



Q4. In d e t e r m i n i n g  the b o n u s  a m o u n t  to be i n c l u d e d  in the 
b a s e  r a t e  of pay, m u s t  the c o m p a n y  u s e  the a m o r t i z e d  
b o n u s  a m o u n t  w h i c h  w a s  e a r n e d  in the b a s e  q u a r t e r ?

A. No. In d e t e r m i n i n g  the b o n u s  a m o u n t  to be i n c l u d e d  in 
the b a s e  r a t e  of pay, the c o m p a n y  m a y  c h o o s e  e i t h e r  the 
a m o r t i z e d  b o n u s  a m o u n t  e a r n e d  in the b a s e  q u a r t e r  o r  the 
a v e r a g e  of the c o r r e s p o n d i n g  a m o u n t s  e a r n e d  in any two 
o f  the five m o s t  r e c e n t  years.

Q5. H o w  is d e f e r r e d  c o m p e n s a t i o n  t r e a t e d  u n d e r  the s t a n d a r d ?

A. D e f e r r e d  f o r m s  of c o m p e n s a t i o n  are t r e a t e d  as pay in the 
p e r i o d  e a r n e d  r e g a r d l e s s  of w h e n  p a y m e n t  a c t u a l l y  o c c u r s .
T h i s  a p p l i e s  to d e f e r r e d  c o m p e n s a t i o n  e a r n e d  o v er, or  a v e r a g e d  
into, the b a s e  q u a r t e r  as w e l l  as to c o m p e n s a t i o n  e a r n e d  
in the p r o g r a m  year.

G. F u t u r e - V a l u e  C o m p e n s a t i o n

Ql. H o w  a r e  f u t u r e - v a l u e  i n c e n t i v e  p l a n s  t r e a t e d  u n d e r  the 
p a y  s t a n d a r d ?

A. F u t u r e - v a l u e  i n c e n t i v e  p l a n s  are l o n g - t e r m  p l a n s  u n d e r  
w h i c h  u n i t s  are g r a n t e d  w h o s e  v a l u e  w i l l  not be  k n o w n 
u n t i l  some f u t u r e  time. T h e  p l a n s  i n v o l v e  q u a l i f i c a t i o n s  
o r  c o n t i n g e n c i e s  w h i c h  m a k e  t h e i r  e x a c t  v a l u a t i o n  u n c e r t a i n ,  
but i n c r e a s e s  in t h e i r  v a l u e  c a n  be s u b j e c t e d  to a r o ugh 
7 - p e r c e n t  limit by l i m i t i n g  the n u m b e r  of u n i t s  g r a n t e d  
d u r i n g  the p r o g r a m  y e a r  to a 7 - p e r c e n t  i n c r e a s e  per 
r e c i p i e n t .

D u r i n g  the p r o g r a m  year, c h a n g e s  in the n u m b e r  of r e c i p i e n t s  
e l i g i b l e  to r e c e i v e  u n i t s  u n d e r  t h ose p l a n s  m u s t  be b a s e d  
o n  p l a n s  in e x i s t e n c e  p r i o r  to O c t o b e r  25, 1978 o r  on the 
c o n t i n u a t i o n  of  w e l l  e s t a b l i s h e d  p a s t  e l i g i b i l i t y  p r a c t i c o s .

Q 2 , W h a t  c o n s t i t u t e s  a u n i t  of f u t u r e - v a l u e  i n c e n t i v e  c o m p e n­
sat i o n ?

A. A u n i t  i n c l u d e s  shares, a w a r d s ,  s h a r e s  s u b j e c t  to o p t ion, 
or i n v e s t m e n t  a m o u n t s .  In m o s t  cases, u n i t s  u n d e r  t h e s e  
p l a n s  ate the n u m b e r  of s h a r e s  u n d e r  o p t i o n s  o r  sha r e s  
a w arded. W h o r e  p l a n s  i n v o l v e  i n v e s t m e n t  a m o u n t s ,  this 
m e a n s  the n u m b e r  of s h a r e s  t i m e s  the s h a r e  p r i c e  at the 
ti m e  of award.
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Q3. H o w  d o  s t o c k  s p l i t s  a f f e c t  the l i m i t a t i o n  on t h e  n u m b e r  
o f  u n i t s  to be i s s u e d  u n d e r  f u t u r e - v a l u e  p l a n s ?

A. T h e  n u m b e r  of  u n i t s  s h o u l d  be a d j u s t e d  to r e f l e c t  s t o c k  
s p l i t s  and s t o c k  d i v i d e n d s .

Q4. S o m e  l o n g - t e r m  i n c e n t i v e  p l a n s  d o  n o t  run o n  an a n n u a l  
b a s i s  and h a v e  n o t  b e e n  in p l a c e  five y e a r s  b u t  d o  h a v e
a r e g u l a r  g r a n t  c y c l e  —  for e x a m p l e ,  e v e r y  o t h e r  year.
H o w  s h o u l d  the p e r c e n t - i n c r e a s e  l i m i t a t i o n  be a p p l i e d  to 
c o n t i n u a t i o n  of t h e s e  p l a n s ?

A. T h e  p e r c e n t - i n c r e a s e  l i m i t a t i o n  s h o u l d  be a p p l i e d  t o  the 
n u m b e r  of u n i t s  i s s u e d  in the last r e g u l a r  g r a n t  p e r i o d  
u n d e r  the plan.

H. H e a l t h  and W e l f a r e  B e n e f i t s

Ql. If, b a s e d  on a c t u a l  e x p e r i e n c e ,  the c o s t  of m a i n t a i n i n g
e x i s t i n g  h e a l t h  b e n e f i t s  i n c r e a s e s  by less th a n  7 p e r c e n t ,  
d o e s  this m e a n  th a t  m o r e  th a n  a 7 - p e r c e n t  i n c r e a s e  in
o t h e r  p a y  c o m p o n e n t s  m a y  be g r a n t e d ?

A. Yes.

02. If n e w  h e a l t h  b e n e f i t s  arc ad d e d ,  a r e  t h e s e  i n c l u d e d  in 
p a y - r a t e  c o m p u t a t i o n s ?

A. Yes. For e x a m p l e ,  i t h e  c o s t  of m a i n t a i n i n g  the o l d
b e n e f i t  p a c k a g e  i n c r e a s e s  by m o r e  t h a n  7 p e r c e n t  a n d  the 
n e w  b e n e f i t s  add an a d d i t i o n a l  3 p e r c e n t ,  the c o m b i n a t i o n  
of  the t w o  s h o u . d  be t r e a t e d  as a 1 0 - p e r c e n t  i n c r e a s e  on  
the h o a l t h - b e n e f i t  c o o t  base.

03. Is it n e c e s s a r y  to s e p a r a t e  h e a l t h  i n s u r a n c e  c o s t s  from 
a g e n e r a l  h e a l t h  and w e l f a r e  b e n e f i t  p a c k a q e  in o r d e r  to 
a p p l y  the 7 - p o r c o n t  m a i n t e n a n c e  r u l e ?

A. No. In th i s  case, the 7 - p e r c e n t  m a i n t e n a n c e  a s s u m p t i o n
m a y  be a p p l i e d  to all b e n e f i t  i tems in the h e a l t h  and 
w e l f a r e  pa c k a g e .

04. C a n  ind i v i d u a l  items in a h e a l t h  b e n e f i t  p a c k a g e  be c o n­
si d e r e d  s e p a r a t e l y ,  c o u n t i n g  s o m e  it e m  i n c r e a s e s  at 7 
p e r c e n t  and o t h e r s  at t h e i r  a c t u a l  i n c r e a s e ?

A. No. T h e  7 - p e r c e n t  m a i n t e n a n c e  e x c l u s i o n  m u s t  be a p p l i e d
t o  the h e a l t h  b e n e f i t  p a c k a g e  as a w h o l e .



Ql.

A.

- 39 -

I. P e n s ions 

W h a t  is a p a y - r e l a t e d  p e n s i o n  p l a n ?

T h e s e  i n c l u d e  f i n a l - a v e r a g e  p a y  plans, c a r e e r - a v e r a g e  
e a r n i n g s  p l a n s ,  and o t h e r  s i m i l a r  p l a n s  in w h i c h  the 
l e vel of b e n e f i t s  p r o v i d e d  b y  the p l a n  is r e l a t e d  to 
e a r n i n g s  o r  s a l a r i e s  ov e r  a s p e c i f i e d  p e r i o d  o f  e m p l o y­

ment.

Q2. W h a t  i° a no n  p a y - r e l a t e d  p e n s i o n  p l a n ?

A. T h e s e  i n c l u d e  p l a n s  w h e r e  the b e n e f i t  level is a flat
lollar r a t e  w h i c h  is i n d e p e n d e n t  of e a r n i n g s  o r  s a l a r i e s  
o v e r  the p e r i o d  e m p l o y e d .

Q3. For p a y - r e l a t e d  p e n s i o n  pl a n s ,  h o w  d o e s  one d e t e r m i n e  the
e m p l o y e r  c o s t s  a t t r i b u t a b l e  to i n c r e a s e d  b e n e f i t s  d u e  to
c h a n g e s  in s a l a r y  le v e l s  d u r i n g  the p r o g r a m  y e a r  or o v e r  
the life o f  a n e w  c o l l e c t i v e  b a r g a i n i n g  a g r e e m e n t ?

A. U s : n g  s t a n d a r d  c o m p a n y  a c c o u n t i n g  p r o c e d u r e s ,  c a l c u l a t e
c o s t s  for the p e n s i o n  p l a n  at the e n d  of the p r o g r a m  p e r i o d  
at b o t h  the b a s e - q u a r t e r  a n d  p r o g r a m - y e a r  s a l a r y  rates; 
the d i f f e r e n c e  b e t w e e n  the t w o  is the e m p l o y e r  c o s t  a t t r i­
b u t a b l e  to the c h a n g e  in p a y  le v e l s  and is i n c l u d e d  in the 
p a y - r a t e  c h a n g e  in d e t e r m i n i n g  c o m p l i a n c e  w i t h  the p a y  
s t a n d a r d .

04. For p a y - r e l a t e d  p e n s i o n  plans, is it n e c e s s a r y  to p e r f o r m  
d e t a i l e d  c a l c u l a t i o n s  to sort o u t  e m p l o y e r  c o s t s  for 
i n c r e a s e d  b e n e f i t s  r e l a t e d  to s a l a r y  c h a n q e s ,  as set forth 
in the p r e c e d i n q  q u e s t i o n ?

A. No. In t h o s e  c a s e s  w h e r e  the p e n s i o n  p l a n  is n o t  a m e n d e d
d u r i n g  the p r o q r a m  p e r i o d  a n d  the b e n e f i t  s t r u c t u r e  r e m a i n s  
u n c h a n g e d ,  it is c o n s i s t e n t  w i t h  the intent of the p a y  
s t a n d a r d  to e x c l u d e  p e n s i o n  f u n d i n g  c o s t u  from all p a y - r a t e  
c a l c u l a t i o n s .  T h i s  m e a n s  th a t  p e n s i o n  f u n d i n g  c o s t s  w o u l d  
no t  be i n c l u d e d  in the b a s e  p a y  r a t e  n o r  in the p r o g r a m -  
y e a r  pay ra t e  in d e t e r m i n i n g  c o m p l i a n c e  w i t h  the pay s t a n d a r d

Q5. W h y  is an  i n c r e a s e  in b e n e f i t  le v e l s  in a p a y - r e l a t e d  p e n s i o n  
p l a n  c h a r g e d  as a p a y - r a t e  i n c r e a s e  w h e n  t h ere h a s  not be e n  
a n y  a m e n d m e n t  to the p l a n ?
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A. Tn o r d e r  to t r e a t  p a y - r e l a t e d  and n o n  p a y - r e l a t e d  p e n s i o n  
p l a n s  e q u i t a b l y .  F o r  e x a m p l e ,  a non p a y - r e l a t e d  p l a n  that 
p r o v i d e s  a p e n s i o n  b e n e f i t  of $10 p e r  m o n t h  p e r  y e a r  o f  
s e r v i c e  w o u l d  h a v e  to be a m e n d e d  in o r d e r  to i n c r e a s e  the 
p e n s i o n  b e n e f i t .  In a p a y - r e l a t e d  plan, h o w e v e r ,  the 
a m o u n t  of p e n s i o n  b e n e f i t  a u t o m a t i c a l l y  c h a n g e s  as s a l a r y  
l e v e l s  c h a nge. If no d i s t i n c t i o n  w e r e  m a de, t h i s  w o u l d  
g e n e r a l l y  r e s u l t  in b e n e f i t  c h a n g e s  in the n o n  p a y - r e l a t e d  
p l a n s  b e i n g  c h a r g e d  as p a y - r a t e  i n c r e a s e s  w h i l e  the c h a n g e s  
in the p a y - r e l a t e d  p l a n s  w o u l d  n o t  be c h a r g e d  as p a y - r a t e  
increases.

Q6. F o r  n o n  p a y - r e l a t e d  p l a n s ,  if the b e n e f i t  l e v e l  r e m a i n s  
u n c h a n g e d ,  d o e s  t h i s  m e a n  th a t  m o r e  t h a n  a 7 - p e r c e n t  
i n c r e a s e  is a l l o w a b l e  o n  the o t h e r  c o m p o n e n t s  o f  p a y ?

A. Yes, s i n c e  u n d e r  t h e s e  c o n d i t i o n s  the c o m p a n y  m a y  i n c l u d e
the sa m e  d o l l a r  p e n s i o n  c o s t  per h o u r  in b o t h  the b a s e -
q u a r t e r  p a y  rate and the p r o g r a m - y e a r  p a y  rate.

J. L o w - W a g e  E x e m p t i o n

Ql. S h o u l d  e m p l o y e e s  w i t h  w a g e  r a t e s  o f  $ 4 . 0 0  p e r  h o u r  or less
a t  the begi'ining of  the p r o g r a m  y e a r  be r e m o v e d  c o m p l e t e l y  
f r o m  all e? loyee u n i t s ?

A. Yes. T h e y  a r e  e x c l u d e d  f r o m  e a c h  e m p l o y e e  u n i t  for the
e n t i r e  p r o g r a m  year, e v e n  if w a g e - r a t e  i n c r e a s e s  c a r r y  t h e m  
o v e r  the $ 4 . 0 0  l i m i t  d u r i n g  the p r o g r a m  year. F u r t h e r ,  
e m p l o y e e s  h i r e d  d u r i n g  the p r o g r a m  y e a r  at a w a g e  r a t e  of
$ 4 . 0 0  per h o u r  o r  less a r e  a l s o  e x c l u d e d .

Q2. Is t h e r e  a n y  c e i l i n g  o n  the p a y - r a t e  i n c r e a s e s  g r a n t e d  to
e m p l o y e e s  e x e m p t e d  u n d e r  the l o w - w a g e  p r o v i s i o n ?

A. No.

03. W i l l  e m p l o y e e s  w h o s o  s t r a i g h t - t i m e  w a g e  r a t e  is less t h a n
o r  o q u a l  to $ 4 . 0 0  an hour, b u t  w h o  e a r n  m o r e  d u e  to i n c e n­
tiv e  pay, bo e x c l u d e d  f r o m  p a y - r a t e  c o m p u t a t i o n s ?

A. D e t e r m i n a t i o n  of the e m p l o y e e ' s  s t r a i g h t - t i m e  h o u r l y  w a g e
is b a s e d  o n  a v e r a g e  s t r a i q h t - t i m e  e a r n i n g s ,  i n c l u d i n g  
i n c e n t i v e  pay.
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Q4. S h o u l d  e m p l o y e e s  e x e m p t e d  u n d e r  the l o w - w a g e  p r o v i s i o n  be
i n c l u d e d  in t h e i r  r e s p e c t i v e  e m p l o y e e  u n i t s  for the p u r p o s e  
cf  c a l c u l a t i n g  a d d i t i o n a l  p r i c e  d e c e l e r a t i o n  r e q u i r e d  by 
•jay d e c e l  a t i o n  in e x c e s s  of 0.5 p e r c e n t a g e  p o i n t s ?

A. Yes.

K. T a n d e m  P a y - R a t e  E x c e p t i o n

Q. In w h a t  c i r c u m s t a n c e s  c a n  the t a n d e m  p a y - r a t e  e x c e p t i o n  

s . y?

A. In any of the f o l l o w i n g  c i r c u m s t a n c e s :

(i) to m a i n t a i n  h i s t o r i c a l  s u p e r v i s o r y
d i f f e r e n t i a l s ;

(ii) for u n i o n  a n d  n o n u n i o n  g r o u p s  o f  the same
c o m p a n y ;

(iii) for u n i o n  and n o n u n i o n  g r o u p s  in a local
l a b o r  m a r k e t ,  i r r e s p e c t i v e  of w h e t h e r  t h e y  
b e l o n g  to the s a m e  c o m p a n y ;  and

(iv) for two s e p a r a t e  c o l l e c t i v e  b a r g a i n i n g  units.

H o w e v e r ,  in e a c h  of t h e s e  c i r c u m s t a n c e s ,  t h e r e  m u s t  be a
c l e a r  l e a d e r - f o l l o w e r  r e l a t i o n s h i p  a n d  the p a y  i n c r e a s e s  
m u s t  be e q u a l  in v a l u e  and d i r e c t l y  r e l a t e d  in timing.

L. P r o d u c t i v i t y  W o r k - R u l e  E x c e p t i o n

Ql. Is the p r i n c i p l e  of t r a d i n g  n e w l y  n e g o t i a t e d  w c r k - r u l e
c h a n g e s  for w a g e  i n c r e a s e s  to be a p p l i e d  to c o n t r a c t  
c h a n g e s  that m a k e  w o r k  r u l e s  m o r e  r c s t r i c t i v e  as w e l l  as 
r e l a x a t i o n s  in w o r k  r u l e s  o r  m a n n i n g  r e q u i r e m e n t s ?

A. Yes; if s u c h  c h a n g e s  p r o d u c e  a d e m o n s t r a b l e  and m e a s u r a b l e
d e c l i n e  in p r o d u c t i v i t y  g r o w t h ,  t h e y  s h o u l d  be d e d u c t e d  
f r o m  the a l l o w a b l e  p a y - r a t e  incre* e.

Q2. C a n  the p r i n c i p l e  of p r o d u c t i v i t y  i n c r e a s e s  r e l a t e d  to
w o r k - r u l e  c h a n g e s  be a p p l i e d  to n o n u n i o n  u n i t s ?

A. No. T h e  w o r k - r u l e  e x c e p t i o n  is i n t e n d e d  to a p p l y  in t h o s e
l i m i t e d  s i t u a t i o n s  w h e r e  c o m p a n i e s  h a v e  no a l t e r n a t i v e  m e a n s  
of e l i m i n a t i n g  c o n t r a c t u a l  w o r k - r u l e  r e s t r i c t i o n s  that 
p r e v e n t  i m p r o v e m e n t s  in p r o d u c t i v i t y .  T h i s  p r o v i s i o n  d o e s
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u n f a i r l y  d i s c r i m i n a t e  a g a i n s t  e m p l o y e e  g r o u p s  t h a t  have, 
in the past, c o o p e r a t e d  w i t h  m a n a g e m e n t  t o  p r o m o t e  i m p r o v e­
m e n t s  in p r o d u c t i v i t y .  Yet, in some c i r c u m s t a n c e s  t h e r e  
a re no  p r a c t i c a l  a l t e r n a t i v e s  to e l i m i n a t i n g  p r e v i o u s l y  
a g r e e d - t o  r e s t r i c t i o n s  e x c e p t  t h r o u g h  an a d d i t i o n a l  w a g e  
i ncrease. In some cases, the u n i o n s  m a y  h a v e  p r e v i o u s l y  
f o r e g o n e  a w a g e  i n c r e a s e  to o b t a i n  the r e s t r i c t i o n .

C a n  w a g e  i n c r e a s e s  e x c e e d  7 p e r c e n t  for f i r m s  t h a t  a c h i e v e  
p r o d u c t i v i t y  g a i n s  in e x c e s s  of  the e c o n o m y - w i d e  a v e r a g e .

!lo.



III. S p e c i a l  S e c t o r s

A. F o o d  M a n u f a c t u r e r s , R e t a i l i n g  a n d  W h o l e s a l i n g

Ql. A r e  r e t a i l  .ood s t o r e s  c o v e r e d ?

A. Yes. But, b e c a u s e  su c h  s t o r e s  h a v e  s e v e r e  d a t a  p r o b l e m s
a n d  m a y  n o t  be ab l e  to c a l c u l a t e  an a d e q u a t e  m e a s u r e  o f  
p r i c e  c h a n g e  for the w i d e  r a n g e  of p r o d u c t s  th a t  they 
sell, an a l t e r n a t i v e  s t a n d a r d ,  b a s e d  o n  c o n t r o l l i n g  
m a r g i n s  has b e e n  p r o v i d e d .  H o w e v e r ,  a r e t a i l  s t o r e  is 
e n c o u r a g e d  to c o m p l y  w i t h  the g e n e r a l  p r i c e  s t a n d a r d ,  
if a b l e  to d o  so.

Q 2 . M u s t  food m a n u f a c t u r e r s  c o m p l y  w i t h  the g r o s s  m a r g i n  
l i m i t a t i o n ?

A. No. T h e y  m a y  c h o o s e  to c o m p l y  w i t h  the g e n e r a l  p r i c e
d e c e l e r a t i o n  stand a r d .  If they c a n n o t  m e e t  e i t h e r  
o f  t hese s t a n d a r d s ,  they should, of c o u r s e ,  c o m p l y  w i t h  
the p r o f i t  m a r g i n  limit a t i o n .

Q 3 . M a y  a c o m p a n y  e l e c t  to c o m p l y  w i t h  the m a r g i n  s t a n d a r d s
by c o n t r o l l i n g  m a r k u p s  r a t h e r  than m a r g i n s  t h e m s e l v e s ?

A. Yes. A c o m p a n y  m a y  c h o o s e  any a l t e r n a t i v e  m e t h o d  of
c o m p l i a n c e  that is c o n s i s t e n t  w i t h  the m a n n e r  in w h i c h  
it c o n d u c t s  its b u s i n e s s ,  se t s  its p r i c e s ,  and k e e p s 
its r e cords, as long as the e n d  r e s u l t  y i e l d s  m a r g i n s  
that m e e t  the s t a n d a r d .

q 4 . H o w  d o  food p r o c e s s o r s  and food m a n u f a c t u r e r s  m e e t  their 
t a r g e t  d o l l a r  g r o s s  m a r g i n s  d u r i n g  the p r o g r a m  y e a r  
g i v e n  the s e a s o n a l  n a t u r e  of the i n d u s t r y ?

A. F o o d  p r o c e s s o r s  and food m a n u f a c t u r e r s  s h o u l d  first
c a l c u l a t e  t h eir b a s e - q u a r t e r  d o l l a r  g r o s s  m a r g i n .  N e‘“-, 
t h e y  s h o u l d  e s t i m a t e  t h eir e x p e c t e d  a v e r a g e  r a t e  of 
i n c r e a s e  in m a r g i n  o v e r  the ne x t  4 q u a r t e r s  (6.5 
p e r c e n t  p l u s  e x p e c t e d  i n c r e a s e  in p h y s i c a l  v o l u m e ) .
T h a t  o v e r a l l  i n c r e a s e  m a y  be d i v i d c u  a m o n g  the 4 
q u a r t e r s  in s u c h  a w a y  that s e a s o n a l i t y  a n d  n o r m a l  
t r a d i n g  p a t t e r n s  a r e  o b s e r v e d .  T h e  t a r g e t s  set 
for e a c h  q u a r t e r  a r e  to be a d j u s t e d  j u a r t e r - b y - q u a r t e r  
a f t e r  o b s e r v i n g  o p e r a t i n g  r e s u l t s  for e a c h  q u a r t e r .  If 
a c o m p a n y  o v e r s h o o t s  its t a r g e t  in o n e  p r o g r a m  q u a r t e r ,  
it s h o u l d  c o m p e n s a t e  by u n d e r s h o o t i n g  in the n e x t  q u a r t e r
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o r  q u a r t e r s ,  and so on, to a c h i e v e  a r o l l i n g  a d j u s t m e n t  
o n  a c u m u l a t i v e  basis.

Qs. H o w  d o  I c o m p u t e  the a l l o w a b l e  {.ercentage g r o s s  m a r g i n  
for a r e t a i l  c o m p a n y ?

A. A s s u m e  the p e r c e n t a g e  g r o s s  m a r g i n  for the 4 q u a r t e r s  
p r i o r  to O c t o b e r  2, 1978, w a s  44 p e r c e n t ,  a n d  40 p e r­
ce n t  for the c o r r e s p o n d i n g  four q u a r t e r s  p r i o r  to 
O c t o b e r  2, 1976. T h e  2 - y e a r  o v e r a l l  i n c r e a s e  is 10 
p e r c e n t  a n d  the a n n u a l  a v e r a g e  r a t e  of  c h a n g e  is 4.88 
p e r c e n t .  S u b t r a c t  the 0.5 p e r c e n t a g e  p o i n t  d e c e l e r a t i o n  
( 4 . 8 8 - 0 . 5 )  to g e t  the a l l o w a b l e  p e r c e n t a g e  i n c r e a s e  
in the m a r g i n  of 4.38 p e r c e n t .  T h e  a l l o w a b l e  p e r c e n t a g e  
m a r g i n  in the p r o g r a m  y e a r  is 45.93 p e r c e n t  (44 * 1.0438)

B. P r o f e s s i o n a l  Fe e s

Ql: D o e s  the p r o g r a m  a p p l y  to d o c t o r s '  fees, h o s p i t a l
c h a r g e s  and o t h e r  m e d i c a l  c a r e  p r i c e s ?

A. Yes. P h y s i c i a n ,  d e n t i s t  and o t h e r  h e a l t h  p r o f e s s i o n a l  
fees a r e  c o v e r e d  u n d e r  tho p r o f e s s i o n a l  fee s t a n d a r d .  
Drugs, p h a r m a c e u t i c a l s ,  e / e g l a s s e s  and o t h e r  h e a l t h  
c a r e  p r o d u c t s  are c o v e r e d  u n d e r  the g e n e r a l  p r i c e  
s t a n d a r d s .

H o s p i t a l  a n d  n u r s i n g  h o m e  c a r e  are c o v e r e d  u n d e '  the 
p i o g r a m  b u t  s t a n d a r d s  for t heir s e r v i c e s  ha v e  not yet 
b e e n  c o m p l e t e d .  T h i s  is n a r t l y  d u e  to the m o r e  c o m p l e x  
n a t u r e  of p a y m e n t  m e c h a n i s m s  for t h e s e  s e r v i c e  : a n d  the 
n e e d  to c o o r d i n a t e  the s t a n d a r d s  w i t h  A d m i n i s t r a t i o n  
l e g i s l a t i v e  p r o p o s a l s .

H e a l t h  i n s u r a n c e  is a l s o  c o v e r e d  u n d e r  the p r o g r a m  
a n d  p r i c e  s t a n d a r d s  o r  h e a l t h  i n s u r a n c e  as w e l l  as 
o t h e r  t ypes of i n s u r a n c e  will be i s s u e d  sho r t l y .

Q2. H o w  is the p r o f e s s i o n a l  fee s t a n d a r d  a p p l i e d  by firms 
w h i c h  have s a l e s  of p r o d u c t s  for w h i c h  the g e n e r a l  
p r i c e  s t a n d a r d  a p p l i e s ?

A. C o m p a n i e s  that p r o v i d e  s e r v i c e s  for w h i c h  the p r o f e s s i o n a l  
fee s t a n d a r d  a p p l i e s  as w e l l  as g o o d s  or s e r v i c e s  
for w h i c h  the g e n e r a l  p r i c e  s t a n d a r d  a p p l i e s ,  s h o u l d  
c o m p l y  w i t h  the a p p r o p r i a t e  s t a n d a r d  for e a c h  s e g m e n t  

their b u s i n e s s  s e p a r a t e l y .
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Q 3 . W h y  is a 6.5 p e r c e n t  f i x e d  p r i c e  s t a n d a r d  b e i n g  us e d
for p r o f e s s i o n a l s  r a t h e r  t h a n  the 0.5 p e r c e n t  d e c e l e r a t i o n  
s t a n d a r d  a p p l i c a b l e  to f i r m s  in m o s t  o t h e r  s ectors?

A. M a n y  p r o f e s s i o n a l s  d o  n o t  h a v e  the n e c e s s a r y  i n f o r m a t i o n  
to c a l c u l a t e  w e i g h t e d  a v e r a g e  p r i c e  i n c r e a s e s  to 
d e t e r m i n e  c o m p l i a n c e  w i t h  the g e n e r a l  p r i c e  standards.

F o r  h e a l t h  p r o f e s s i o n s ,  fee i n f l a t i o n  has te n d e d  to be 
c o n s i d e r a b l y  h i g h e r  d u r i n g  r e c e n t  y e a r s  than 6.5 
p e r c e n t  so t h a t  the i m p l e m e n t a t i o n  of this s t a n d a r d  
s h o u l d  c o n t r i b u t e  to a m o r e  s u b s t a n t i a l  d e c e l e r a t i o n  
in m e d i c a l  c a r e  costs.
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ELEVENTH LEGISLATURE

FISCAL NOTE. (2a R E V I S I O N )

REQUEST
Bill/Resolution No. h o u s e  c o n c u r r e n t  r e s o l u t i o n  n o .  2______________________________
Title A p p r o v i n g  C e r t a i n  R e co m m e n d a t io n s  o t  t h e  Sa l a r y  C om m is s io n  
Requested hv S t a t e  A f f a i r s  Date 4 / I V / I T

II. FISCAL DETAIL 
Agency Affected _ L e g i s l a t i v e  / cf a i r s

Prografn Category Affc.tcd_ G e n e r a l  G o v e r n m e n t

BRU, Program, or Subpt Dgram(s) Affected____________________________________________________________________________________
(Note: I f  more than one budget component^ is affected, separate linc-itcm amounts and funding for each 

component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

FY 79 FY BO FY ftl FY 82 FY 83 I* Y 81

100 PERSONAL SERVICES 35.6 7 3 .0 7 6 .0

?0n TRAVEL 1 7 .4 1 7 .4 17 .4
.100 CONTRACTUAL 39.2 ! 9 . 2 19 .2
400 COMMODITIES
S00 EOUIPMHNT
600 I AND .V STRUCTURES
700 GRANTS. CLAIMS. ETC.

TOTAL 72 . 2 1 3 0 . 2 1 1 2 . 6

JUNPING ( thousands of Dol 

GENERAL FUND

lars)

72 . 2 1 1 0 . 7 1 1 2 . 6

FI DERAI. FUNDS
01 Ml K (Spenlv Fund Source)

POSITIONS

F in  1, t im e ; - 0 -

I’A K T  'f lM I.
t e m p o r a r y . _

I II . ANALYSIS (See Fiscal Note Pieparalion Instructions, Section III)

K c commond a t  lo u r .  ( 1 2 ) (A) - P c r u o n a l  S e r v i c e s  ( 1 0 0 )  - —  —  - —  - - - —  $ 3 5 , 5 3 ?

A tin union 7 %  incroaiu* e f f e c t i v e  1/1/tlU 

( 1 2) ( - No change
( 1 2 ) (U) - C o n t r a c t u a l  (100) -------------------------- I Q , 2 00
(12) (K) - ’Jo c h a n g e

(12) (G) - T r a v e l  (200) ---------------------------------- 1 7 , 4 0 0

R o u n d - t r i p  t r a v e l  f o r  G O  l e g  in 1 a t a r o  t o  

home d i s t r i c t u

IV . DATE
l!r»V t fil’d 4/ 1 9 /  7 4

O.iginal Legislative Finance 
ct: liudncl and Man moment

Prime Sponsor (First Legislator Named)

PREPARED BY
AGENCY _________
1*11 ONE . . 

' W a r r e n  W. K n d  i c o r f  , tilrvctoi

J.cg n . l . n i v i '  A t  f a i r  n A gency
4 6 5 - 3 R 5 0

.1.1 001 (Rev. I2//K)



THE LEGISLATURE OF THE STATE OF ALASKA 
ELEVENTH LEGISLATURE

-ElSliAL-.ilQ.TK. (r e v i s e d

REQUEST
Bill/Resolution N o ______ HOUSE CONCURRENT RESOLUTION NO . 2________________
Title A p p r o v in g  C e r t a i n  R e co m m en d a t io n s  o f  t h e  S a l a r y  C om m is s io n  
Requested by______ S t a t e  A f f a i r s ______________________________Date 3/21/7 9

II. FISCAL DETAIL 
Agency Affected _ L e g i s l a t i v e  A f f a i r s
Program Category Affccted_
I .dget Request Unit(s) Affected,.

G e n e r a l  G o v e rn m e n t

EXPENDITURES (Thousands of Dollars)

FY 79 FY 80 FY 81 FY 82 FY 83 FY 84

100 PERSONAL SERVICES 3 5 . 6 7 3 . 6 7 6 . 0
200 TRAVEL 11 . 4 11 . 4 11 . 4
300 CONTRACTUAL 1 9 . 2 1 9 . 2 19 . 2
400 COMMODITIES
500 EQUIPMENT
600 I AND STRUCTURES
200 ( ,RANIS . CLAIMS. ETC.

TOTAL 66. 2 104 .2 106 . 6

FUNDING (Thousands of Dol 

GENERAL FUND

lars)
66.2 104.2 106.6

FEDERAL FUNDS
OTHER (Specify)

POSITIONS

FULL TIME -0-

PARI TIME
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

(12) (A) - P e rs o n a  1 S e r v i c c f i (100) .....................— - 5 35,,532
Assumes 7% i n c r e a s e e f f e c t i v e  1/1/80

(12) (n) -  No c h a n q c
(12) (n) - C o n t r a c t u a l  (300) ,200(12) (F) - No c h a n ge
(12) (G) - T r a v e l  (200) ------ ,400

IV. DATE R e v ia o d  3/21/79 PKl-PAkED BY ____________W arre n  W. t . n d i c o t t .  D i r e c t o r
AGENCY  L e g i s l a t i v e  A f f a i r s  A gency

Original; legislative Finance PMUNF. 465-1850
cc; Budget and Management

Prime Sponsor (First Legislator Named)
33 001 (Kev. 10/78)



ALASKA SALARY COMMISSION 

F I N A L  REPORT 

1979

Co m m i s s i o n  Me m b e r s :
Ka t h l e e n  D i e b e l s , Ch a i r m a n  
Wi l l i a m  Fe l l  
Cl i f f o r d  Hartman  
Ka r l  J o h n s t o n e



January 23, 1979

P res iden t o f the Senate o f the S ta te  o f Alaska 

Speaker o f the House o f the S ta te  o f Alaska

In accordance w ith  AS 39.23, the Alaska Sa la ry  Commission i s  sub­
m i t t i n g  t h is  re po r t  to  you. Copies may be o ta ined  from the D iv is io n  o f 
Personnel and Labor R e la t io n s , Department o f  A d m in is t ra t io n .

S in ce re ly ,

Kath leen (Kay) D iebe ls
Chairman
Alaska Sa la ry Commission

K D / m l h



PURPOSE OF THE SALARY COMMISSION

The w r i t t e n  p o l ic y  as expressed in  House and Senate Committee 
S u b s t i tu te  f o r  Senate B i l l  #499, "An Act r e la t in g  to compensation 
b e n e f i t s  and c la s s i f i c a t i o n s  of p u b l ic  o f f i c e r s  and employees; 
c re a t in g  the Alaska Sa la ry Commission; and p ro v id in g  f o r  an e f fe c  
t i v e  date" s ta te s  tha t the Commission is  to  determ ine sa la ry  and 
re t i re m en t b e n e f i t s  f o r  p u b l ic  o f f i c e r s  based upon equ i ta b le  
r e la t io n s h ip s  being mainta ined among va r ious  p o s i t io n s .

Employees covered by Salary Commission recommendations are the 
Governor, L ieu tenan t Governor, Department Commissioners, Deputy 
Commissioners, D i re c to rs ,  the J u d ic ia r y ,  L e g is la tu re  and th ree of 
the fou r  Regu la to ry Commissions ( the Alaska T ra n s po r ta t io n  Com­
m iss ion  was removed from rev iew by the L e g is la tu re  in  1^78.)
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FOREWARD

The Act e s ta b l is h in g  the Sa la ry Commission c a l l s  f o r  a b ie n n ia l  
r e p o r t ,  w i th  submission o f a p re l im in a ry  re p o r t  by November 15, and the 
necess ity  f o r  s o l i c i t i n g  p u b l ic  comments p r i o r  to  submission of f i n a l  
recommendations w i th in  10 days o f the opening o f the L e g is la tu re .

The Sa la ry  Commission met in  January and March 197S, to e le c t  a 
Chairma ’ and reach agreement on a schedule o f meetings to develop sa la ry  
and b e n e f i t  recommendaticns f o r  submission to  the L e g is la tu re  in  January
1979. The agenda a lso Included a p o l ic y  ques t ion  as to  whether the 
Sa la ry Cominission should cons ide r submission of 1978 amendments to  i t s  
recommendation-., issued January 18, 1977, (as amended on March 2, 1977) 
in  response to A dm in is t ra t io n  and Court System requests fo r  c l a r i f i ­
c a t io n  o f c e r ta in  recommendations, and r e v is io n  o f o th e rs . By m a jo r i t y  
v o te ,  the Salary Commission decided not to  issue amendments, but l im i t  
i t s e l f  to  deve lop ing recommendations f o r  1979, which would inc lude  any 
c l a r i f i c a t i o n  o r re v is io n  o f the 1977 recommendations deemed necessary.

During 1978, and 1979, the Commission met a to ta l  o f 13 days.

As prov ided in AS 19.23, the D iv is io n  o f Personnel and Labor 
R e la t io n s ,  Department *f A d m in is t ra t io n ,  p rov ided s t a f f  ass is tance , and 
the Commission wishes l • thank those men and women f o r  t h e i r  support.
A lso , as prov ided by the enab ling l e g i s l a t i o n ,  the Commissioner of 
A d m in is t ra t io n  d id  p rov ide  the Commission w i th  recommendations rega rd ing 
cnmpens.ition and re t irem en t b e n e f i t s .

During i t s  o rg a n iz a t io n a l meeting, the Commission immediately 
e s ta b 1 ished :

1. An o v e ra l l  plan fo r  a ch iev ing  i t s  o b je c t iv e ;

2. A t im e tab le  cons is ten t w i th  pro ts io n s  o f the Ac t;

1. S ta f f  l ia is o n  and support personnel and f a c i l i t i e s ;

U. A method of ga the r ing  data necessary to  meet Coro mi 88 ion
requ Iremout s;

5, Meeting dates.

Again, as p rov ided by the AS J9.2J, the Commission c a l le d  u» n 
va r io u s  S ta te  agencies fo r  in fo rm a t io n ,  and the in fo rm a t io n  was prov ided 
|e a prompt manner. The Sa la ry Commission, th e re !o re ,  wishes in  acknow­
ledge the va luab le  ass is tance  o f numerous in d iv id u a ls  and d iv is io n s  
w i t h in  S ta te  government.

The Commission made time a v a i la b le  fo r  those who wished t i  present 
in fo rm a t io n  to  the Commission.

Some of the resource m a te r ia ls  u t i l i z e d  Inc lude Department o f Labor 
Cost o f L iv in g  S t a t i s t i c s ,  comparative data from "The Hook o f the S ta tes ,"  
compara tive data from the Council o f S ta te  Covernments, s t a t i s t i c a l  data
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from the Department of A d m in is t ra t io n ,  comparative data from the "1975 
C i t iz e n s '  Conference on S ta te  L e g is la to r s , "  re tu rn s  from research re­
quested by the Commission o f c e r ta in  s a la r ie s  and b e n e f i t s  from se lec ted 
s ta te s ,  p o s i t io n  paper and ana ly s is  provided by the J u d ic ia l  System.
The "Survey o f S a la r ie s  and B ene f i ts"  compiled and pub lished in  Decem­
be r ,  1977, by the D iv is io n  o f Personnel and Labor R e la t ions  a lso pro­
vided va luab le  aid fo r  the Commission.

A combination o f fa c to rs  was considered in  a r r i v i n g  a t sa la ry  
recommendations; among them were: i n f l a t i o n  and i t s  a f fe c t  on co s t-o f-
l i v i n g ,  s a la r ie s  and b e n e f i t s  paid in  o th e r  s ta te s ,  sa la ry  re la t io n s h ip s  
to  o the r S ta te  employees and the fa c t  th a t recommended s a la r ie s  would 
p re v a i l  ‘‘o r  two years w ithou t f u r t h e r  rev iew . A d d i t io n a l l y ,  on Cctobcr 
13, 1978, P res iden t C a r te r 's  Council on Wage and P r ice  S t a b i l i t y  Issued 
g u id e l in e s  which es tab l ished  maximum wage le ve ls  a l low ab le  fo r  both 
p r iv a te  and p ub l ic  sec to r employees.

The Commission made a conscious compromise de c is io n  in  1976 to  
b r in g  s a la r ie s  on ly  to 1977 le v e ls ,  even though they would be in  e f fe c t  
f o r  two (2) years. Tb is  was done because the s ig n i f i c a n t  ra ise s  voted 
in  1975 by the L e g is la tu re  were n u l l i f i e d  by the August, 1976 referendum 
and the mood of the taxpayer about those ra ise s  was perceived to c o n­

t in u e  to p re v a i l  a f t e r  the referendum.

The Sa la ry  Commisslt. i a ls o  reviewed s u b s ta n t ia l  p u b l ic  input on i t s  
p rc l im a ry  recommendations rece ived in the form o f w r i t t e n  comments 
addressed to  the Commission.

( l iv ing  due regard to  the p u b l ic  in p u t ,  con s ide r in g  the fa c to rs  
o u t l in e d  above, and fo l low in g  ‘g e la t io n s  es tab l ished  by the P re s iden t 's  
Council on  Wage and P r ice  S t a b i l i t y ,  the Commission recommends sa la ry  
ad jus tments l i s te d  on the fo l lo w in g  pages of t h is  re p o r t .



RECOMMENDATIONS

1) GOVERNOR

The Sa la ry  Commission recommends:

A. A s a la ry  of $57,231 annua lly  f o r  the Governor o f Alaska.

B. Beginning January 1 , 1980, the above sa la ry  o f the Governor 
s h a l l  he increased in an amount equal to  the inc rease , ex­
pressed in  terms o f percentage, in  the Un ited S ta tes Depart­
ment o f Labor Consumer P r ice  Index (Urban and C le r ic a l  Workers) 
f o r  Anchorage, Alaska from January, 1979, to January, 1980.
Any sa la ry  adjustment s h a l l  be made in  an amount ca lcu la te d  to 
the nearest ten th o f a percentage po in t increase in  the Con­
sumer P r ice  Index.

C. The Governor remain in the Pub l ic  Employees Retirement System.

2) LIEUTENANT GOVERNOR

The Sa la ry  Commission recommends:

A. The sa la ry  of $51,088 annua l ly  f o r  the L ieu tenan t Governor o f 
A laska.

B. Beginning January 1, 198 , t i e  above sa la ry  o f the L ieu tenan t 
Governor s h a l l  he increased in  an amount equal to the increase, 
expressed in  terms of percentage, in  the United S ta tes  Department 
o f  Labor Consumer P r ice  Index (Urban and C le r ic a l  Workers) fo r  
Anchorage, Alaska from January, 1979, to  January, 1980. Any sa la ry  
ad tumour s h a l l  he made In an amount ca lc u la te d  to  the nearest ten th  
o f  a percentage po in t increase in  the Consumer P r ic e  Index.

C. The L ieu tenan t Governor remain in the P"!>llc Employees R e t i re ­
ment System.

3) DEPARTMENT C O M M I S S I O N E R S

T h e  S a l a r y  C o m m i s s i o n  r e c o m m e n d s :

A. A s a la ry  o! $51,088 annua lly  f o r  Department Commissioners.

B. Beginning January 1, 1980, the  above sa la ry  f o r  Department 
Commissioners s h a l l  he increased in  an amount equal to the increase, 
expressed In terras of percentage. In  the Unites! S ta tes Department
ot Labor Consumer P r ice  Index (Urban and C le r i c a l  Workers) fo r  
Anchorage, Alaska Irom January, 1979, to  January, 1980. Any sa la ry  
adjustment s h a l l  he made In an mount ca lc u la te d  to  the nearest 
te n th  of a percentage po in t Increase In the Consumer P r ice  Index.
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C. The Department Commissioners remain in  the P ub l ic  Employees 
Retirement System.

4) DEPUTY COMMISSIONERS

The Sa la ry  Commission recommends:

A. A s a la ry  o f $45,762 annua l ly  except th a t  those S ta te  employees 
who accept appointment as Deputy Commissioner whose annuai sa la ry  
exceeds $45,762 s h a l l  con tinue to  rece ive th a t h ig he r s a la ry .

B. Beginning January 1, 1980, the above sa la ry  fo r  Deputy Com­
m iss ione rs  s h a l l  be Increased in  an amount equal to  the increase , 
expressed in  terms o f percentage, in  the Un ited S ta tes  Department 
o f  Labor Consumer P r ice  Index (Urban and C le r ic a l  Workers) f o r  
Anchorage, Alaska from January, 1979, to  January, 1980. Any sa la ry  
adjustment s h a l l  be made in an amount c a lc u la te d  to  the nearest 
ten th  o f a percentage p o in t  increase in  the Consumer P r ice  Index.

C. The Deputy Commissioners remain in  the P ub l ic  Employees Re­
tirem en t .System,

5 )  D IR EC TO R S

The Sa la ry  Commission recommends:

A. D ire c to rs  remain on S ta te  pay p lan  (AS 39.27.011). We con­
t in u e  to  recommend en t ry  le ve l o f new D i re c to r s  be in the 'A ' step 
o f  the sa la ry  range a t which they are h i r e d .  We recognize tha t 
promotions to  D i re c to r  may sometimes n e cess i ta te  tha t those re­
c e iv in g  the promotion move in to  a step o th e r  titan 'A ' in  o rde r l i t 
be assured a sa la ry  inc rease. In such cases, th a t  person re ce iv in g  
the promotion should en te r  a t the lowest step necessary to insu re a 
s a la ry  increase.

B. Sa lary p rog ress ion  fo l low  the steps o u t l in e d  In the S ta te  
s a la ry  schedule in  AS 39.27.011 to  a maximum of $50,000 annua l ly .  
D i re c to rs  whose s a la r ie s  exceed $50,000 annua lly  on December 31, 
1978, remain at tha t sa la ry  w ith ou t f u r t h e r  inc reases,

C. A l l  D iv is io n  D ire c to rs  who, as o f December 31, 1978, are on 
frozen  sa la ry  s h a l l ,  as o f January I ,  1979, be placed w i t h in  the 
sa la ry  schedule a t the app rop r ia te  range c lo se s t to  hut not less 
than t h e i r  cu rren t sa la ry  and s h a l l  p rogress in s tep  acco rd ing  to 
the schedule w i th in  tha t sa la ry  r a n g e ,  prov ided th a t t h e i r  sa la ry  
s h a l l  not exceed a maximum o f $50,000/year.

I). Any S ta te  employee who, w ithou t a break in con t inuous s e rv ic e .  
I s  appointed to a p o s i t io n  o f D iv is io n  D i r e c to r  a f t e r  Docomb " 31, 
1978, s h a l l  be placed a t the time o f appointment w i th in  the a la ry  
schedule a t the app rop r ia te  range and step c lo se s t  to hot not less 
than h is  cu r re n t  s a la ry ,  and "ess in  s tep acco rd ing  to
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schedule w i th in  th a t  sa la ry  range, p rov ided h i s  sa la ry  s h a l l  not 
exceed $50,000/year.

E. D i re c to rs  remain in  the P ub l ic  Employees Retirement System

F. These recommendations apply to  base s a la r ie s ,  e xc lu s iv e  of 
geograph ic d i f f e r e n t i a l  payments.

6 ) ALASKA PUBLIC UTILITIES COMMISSION 

The Sa la ry Commission recommends:

A. That members o f the Commission be paid $44,353 annua l ly .

B. The Chairman o f the Commission be paid an a d d i t io n a l  $500 
a nn ua l ly ,  p ro ra ted  as pa r t of the re g u la r  s a la ry .

C. Beginning January 1 ,  1980, the above j». a ry  o f each Alaska 
P ub l ic  U t i l i t i e s  Commissioner s h a l l  be Increased in  an amount equal 
to  the inc rease , expressed in  terras of percentage, in  the United 
S ta tes  Department of Labor Consumer P r ice  Index (Urban and C le r ic a l  
Workers) fo r  Anchorage, Alaska from January, 1979, to  January,
1980. Any sa la ry  adjustment s h a l l  be made in  an amount ca lc u la te d  
to  the nearest te n th  o f a percentage po in t Increase in  the Consumer 
P r ice  Index.

D. Alaska Pub l ic  U t i l i t i e s  Commission members remain in  the 
P ub l ic  Employees Retirement System.

7) ALASKA COMMFRICAI. FISHERIES ENTRY COMMISSION 

The Sa la ry  Commission recommends:

A. A s a la ry  o f $44,353 annua lly  f o r  members o f  the Alaska Com­
ae r  i  c a 1 F ish e r ie s  En try  Commission.

B. The Chairman o f  the Commission be paid an a d d i t io n a l  $500 
a n n u a l ly ,  p ro ra ted  as pa r t o f the re g u la r  s a la ry ,

C. Beginning January 1 , 1980, the above sa la ry  o f each Alaska 
Comraerical F is h e r ie s  En try  Commissioner s h a l l  be Increased in  »n 
amount equal to  the Increase, expressed in  terras o i percentage, in 
the United S ta tes  Department o f Labor Consumer P r ice  Index (Urban 
and C le r ic a l  Workers) f o r  Anchorage, Alaska f ro a  January, 1979, to 
January, 1980. Any sa la ry  adjustment s h a l l  be made In an amount 
c a lc u la te d  to  the nearest ten th  of a percentage po in t Increase In 
the  Consum, * P r ice  Index.

D. Commissioners remain In the Pub l ic  Employees Retirement System.
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8) ALASKA PIPELINE COMMISSION

The Sa la ry  Commission recommends:

A. A s a la ry  o f  $44,353 annua l ly  fo r  members o f the P ip e l in e  
Commission.

B The Chairman o f the Commission be paid an a d d i t io n a l  $500 
an n u a l ly ,  p ro ra ted  as pa r t  of the re gu la r  s a la r y .

C. Beginning January 1, 1980, the above s a la ry  o f  each Alaska 
P ip e l in e  Commissioner s h a l l  be increased in  an amount equal to the 
Inc rease , expressed in  terms o f percentage, in  the Un ited S ta tes  
Department of Labor Consumer P r ice  Index (Urban and C le r i c a l  
Workers) f o r  Anchorage, Alaska from January , 1979, to  January,
1980. Any s a la ry  adjustment s h a l l  be made in  an amount ca lcu la te d  
to  the nearest te n th  of a percentage po in t increase in  the Consumer 
P r ic e  Index.

D. Commissioners remain in  the P ub l ic  Employees Retirement 
System.

9) SUPREME COURT JUSTICES

The Sa la ry  Commission recommends:

A. Annual s a la ry  o f  $57,231 f o r  Supreme Court J u s t ic e s .

B. Beginning January 1, 1980, the above sa la r"  of each Supreme 
Court J u s t ic e  s h a l l  be increased in  an amount equal to  the Increase, 
expressed in  terms o f percentage, in  the Un ited  S ta tes  Department
o f  Labor Consumer P r ice  Index (Urban and C le r ic a l  Workers) fo r  
Anchorage, Alaska from January, 1979, to  January , 1980. Any sa la ry  
ad jus tment s h a l l  be made in  an amount ca lc u la te d  to  the nearest 
te n th  o f a percentage po in t Increase in  the Consumer P r ice  Index.

C. No change in  the re t irem en t b e n e f i t s  now a p p l ic a b le  to  Supreme 
Court J u s t ic e s .

10) SUPERIOR COURT JIJPCKS

The Sa la ry  Commission recommends:

A. Annual sa la ry  o f  $52,462 f o r  Supe r io r Court Judges.

R. Beginning January 1, 1980, the above sa la ry  of each Super io r
Court Judge s h a l l  be increased in  an amount equal to  the Increase, 
expressed in  terms o f percentage. In the Un ited S ta tes  Department 
o f  Labor Consumer P r ic e  Index (Urban and C le r i c a l  Workers) fo r  
Anchorage, Alaska from January, 1979, to  Janua ry , 1980. Any sa la ry  
adjustment s h a l l  be made in  an amount ca lc u la te d  'o the nonrest 
te n th  o f a percentage po in t increase in  the Consumer P r ice  Index.
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C. No change in  re t i rem en t b e n e f i t s  now ap p l ic a b le  to  Supe r io r 
Court Judges.

11) DISTRICT COURT JUDGES

The Sa la ry  Commission recommends:

A. Annual sa la ry  o f $44,353 f o r  D i s t r i c t  Court Judges.

B. 4. ‘g inn ing  January 1, 1980, the above sa la ry  o f each D i s t r i c t  
Court Judge s h a l l  be increased in  an amount equal to the inc rease , 
expressed in  terms of percentage, in  the ' In i te d  S ta tes Department' 
o f  Labor Consumer P r ice  Index (Urban and C le r i c a l  Workers) f o r  
Anchorage, Alaska from January, 1979, to  Janua iy , 1980. Any sa la ry  
adjustment s h a l l  be made In an amount ca lc u la te d  to  the nearest 
ten th  of a percentage po in t increase in  the Consumer P r ice  Index.

C. No change in  re t i rem en t b e n e f i t s  now a p p l ic a b le  to  D i s t r i c t  
Court Judges.

12) LECISLATORS

The Sa la ry  Commission recommends:

A. A s .ua ry  o f $12,690 annua lly  fo r  S ta te  L e g is la to r s .

B. The Senate Pres ident and H use Speaker each rece ive  an ad­
d i t i o n a l  $500 per year payable on the opening day o f each regu la r  
sess ion o f the L e g is la tu re  o r  upon c o n f i rm a t io n  by the House or 
Senate a f t e r  the opening o f a re gu la r  sess ion c f  the L e g is la tu re .

C. L e g is la to rs  rece ive  an annual a llowance to  a maximum of 
$4,320,

D. Beginning January I ,  1980, the  above s a la ry  o f each L e g is la to r  
s h a l l  be increased in an amount equal to  the to  the Increase, 
expressed In terms o f percentage, in  the Un ited S ta tes  Department 
o f  Labor Consumer P r ice  Index (Urban and C le r ic a l  Workers) f o r  
Anchorage, Alaska from January, 1979, to  January, 1980. Any sa la ry  
adjustment s h a l l  be made in an <unount c a lc u la te d  to  the nearest 
te n th  o f a percentage p o in t  increase in  the Consumer P r ice  Index.

E. P a r t i c ip a t i o n  in  the P ub l ic  Employees Retirement System remain 
v o lu n ta ry  f o r  L e g is la to rs .

F. le g i s la t o r s  re ce ive  per diem at the same ra te  as S ta te  em­
ployees. In c lu d in g  reg iona l v a r ia t io n s  where a p p l ic a b le .  (See per 
diem ra te  schedule fo r  a d m in is t ra t iv e  S t. l tc  employees. Appendix
I I . )  l e g i s la t o r s  who do not l i v e  In t h e i r  c i t y  of residence 
d u r in g  regu la r or spe c ia l l e g i s la t i v e  sess ions w i l l  rece ive  per 
diem at the short- te rra ra te ;  In te r im  committee work should be paid 
a t the sho rt- te rm  per diem ra te ;  however, per diem is  to  be pa id at

a



W l".' ~  » I.—  " W

the long-term  (lower) ra te  i f  L e g is la to r s  are ab le to s tay in  t h e i r  
c i t y  o f res idence w h i le  on le g i s l a t i v e  business.

G. We concur w ith  a c t io n  by 1978 l e g i s l a t i v e  session adopting 
a 1977 Sa la ry  Commission recommendation tha t each L e g is la to r  s h a l l  
be reimbursed a t  co s t ,  and upon p re sen ta t io n  of p roo f,  f o r  one 
ro u n d - t r ip  to h is  home d i s t r i c t  du r ing  each re gu la r  sess ion .



APPENDIX I

SALARIES EFFECTIVE SALARIES RECOMMENDED
POSITION JANUARY 1, 1977 FOR JANUARY I , 1979

Governor $52,992.00 $57,231.00

L ieu tenan t Governor 47,304.00 51,088.00

Ch ie f J u s t ic e  52,992.00 57,231.00

Assoc ia te  J u s t ic e  52,992.00 57,231.00

Super io r Court Judge 48,576.00 52,462.00

D i s t r i c t  Court Judge 41,068.00 44,353.00

House Speaker 12,250.00 13,190.00

Rep resen ta t ive  11,750.00 12,690.00

Senate P res iden t 12,250.00 13,190.00

S« -ator 11,750.00 12,690.00

Commissioner 47,304.00 51,083.00

Deputy Commissioner 42,372.00 45,762.00

Chairman, ACFKC 39,872.00 44,853.00

Commissioner, ACFKC 39,372.00 44,353.00

Chairman, APIIC 39,872.00 44,853.00

Commissioner, APUC 39,372.00 44,353.00

Chairman, APC 39,872.00 44.853.00

Commissioner, APC 39,372.00 44,353.00

D iv is io n  D i r e c to r  38,868.00 (rain.) 40,000.00 (max.)*

* D i r e c to r s  to  remain on the S ta te  Pay Plan to a maximum o f $40,000.00.



APPENDIX II

PER DIEM RATES

( In  E f fe c t  November, 1978)

LOCATTON

Outs ide Alaska -  U.S. & Canada
Ketch ikan - P r ince o f Wales
Wrangell -  Petersburg
S itk a
Juneau
Lynn C nal - Icy  S t r a i t s
Cordova - Valdez
Palmer - WasLlla - Ta lkee tna
Anchorage
Sewa rd
Kenal - Cook I n le t  
Kodiak
A l e u t i a n  I s l a n d s  

B r i s t o l  B a y  

B e t h e l

Yukon - Kuskokwlm 
Fairbanks - Fort Yukon

(South o f A r c t i c  C irc le )  
Fairbanks - Fort Yukon

(North of A rc t i c  C irc le )  
Barrow - Kobuk 
Kotzebue 
Nome
Wade Hampton 

*Pipi »e C o r r id o r
(South o f A r c t i c  C irc le )  

^P ipe l ine  C o r r id o r
(North o f A r c t i c  C irc le )  

C i ty  o f Now York 
C i ty  of Washington, O.C.

HOUSE
ELECTION
DISTRICT

0
1
2
3
4
5
6
7
8 
9

10
11
12

13
14 
13

16-S

16-N
17
17
18 
19

PC-S

PC-N

SHORT-TERM 
PER DIEM 

RATE

$50.00
50.00
52.00
52.00
55.00
54.00
58.00
52.00
55.00
54.00
54.00
54.00 
b3.00
63.00
65.00
67.00

58.00

6 7.00 
9b.00
84.00
82.00
65.00

58.00

67.00
65.00
65.00

LONG-TERM 
PER DIEM 

RATE

$35.00
35.00
35.00
35.00
35.00
35.00
35.00
35.00
35.00
35.00
35.00
35.00
38.00
38.00
3 9 . 0 0
40.00

35.00

40.00
58.00
50.00 
4 9.00
39.00

35.00

40.00
39.00
39.00

* In a l l  communities along the P ip e l in e  C o r r id o r  from Valdez to  Prudlioe 
Hay, except the communities of Valdez and Fa irbanks, the S ta te  w i l l  
pay e i t h e r  the e s ta b l ished  per diem o r a c tu a l corns f o r  lodg ing and 
meals, Actua l cos ts must be supported by paid re c e ip ts  o r b i l l i n g s .
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10. T The Honorable Mike M i l l e r  
Chairman
House State Affa irs  Committee 
Alaska State Legis lature

DATE February 9 ,  1979

FILE N O . 

y  TELEPHONE N O
/

fp ow  Commissioner B. B. Allen
Department of Administration

s u b je c t  H C R  2

Comparison of subject resolution with the text of the Salary Commis­
s ion 's  f ina l  report to the Legis lature shows some substantive differences 
in  language. Although these changes may have been in tent iona l ,  I am 
c a l l i n g  them to your attention on the chance they were not.

Language in HCR 2:

"Whereas Recommendation Number ( 5 ) (A) proposes that there be 
no change in the salary level of d iv is ion  d irectors ;  the 
Salary Commission recognizes that promotions from deputy 
d irector of a d iv is ion may sometimes necessitate that those 
receiv ing a promotion move into a step other than 'A' in order 
to be assured a salary increase; in such cases, that person 
receiving the promotion should enter at the lowest step neces­
sary to receive a salary increase;"

Language in Salary Commission Recommendation ( 5 ) (A):

"Directors remain on state pay plan (AS 39.27.011). We continue 
to recommend entry level of new Directors be in the 'A' step 
of the salary range at which they are h ired .  We recognize 
that promotions to Director may sometimes necessitate that 
those receiving the promotion move into a step other than 'A' 
in order to be assured a salary increase. In such cases, that 
person receiving the promotion should enter at the lowest step 
necessary to insure a salary increase."

I t  looks as i f  some l ines  may have been omitted when the Resolution 
was typed. Also, in tho era <* magnetic card typing capab i l i t y ,  i t  
appears some language from the 1977 Resolution was used in preparing HCR
2. For example, the 1977 Resolution l is ted  promotions from "deputy 
d i rector ."  After hearing about our problems in promoting anyone else to 
d iv is ion  d i rec to r ,  the Salary Commission removed a l l  reference to class 
t i  Lies in preparing its  recommendations to the Legis lature .

Language in HCR 2:

M;"ioreas Recoriendation Number (5)(C) proposes that directors 
w' . i ,  as of December 31, 1979, have the i r  sa lar ies frozen 
[ r iphas is  added] s h a l l ,  as of JanuaryTf 1 9 7 9 'he placed 
w ith in  time state salary schedule in AS 39.27.011 at the range



T h e  H o n o r a b l e  M i k e  M i l l e r
P a g e  2
F e b r u a r y  9 ,  1 9 7 9

closest to, but not less than, the i r  current salary and the ir  
salary progression shal l  fo l low the steps outl ined in the 
salary schedule to a maximum of $50,000 annually ;"

Language in Salary Commission Recommendation (5)(C) :

"All Div is ion Directors who, as of December 31, 1978, are on 
frozen salary [emphasis added] s h a l l ,  as of January 1, 1979, 
be placed with in the salary schedule at the appropriate range 
closest to but not less than the ir  current salary and shal l  
progress in step according to the schedule w ith in  that salary 
range, provided that the i r  salary shal l not exceed a maximum 
of $50,000/year."

This recommendation was resigned to correct s ituat ions whereby non 
deputy directors who are promoted to d irector had the i r  sa lar ies frozen 
rather than cut to achieve step 'A' of the higher salary range. Recom­
mendation (5)(B) provides that d irector sa lar ies  above $50,000 w i l l  be 
frozen without further increase. To substitute the words "have the i r  
sa la r ies  frozen" for "are on frozen salary" for Recommendation ( 5 ) (C) 
would contradict Recommendation ( 5 ) (B) .

I am ava i lab le  at your convenience to discuss these topics.

BBA/bc
P2-N
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