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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 .



-  2 2  -

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.
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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.



- 38 -

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.

rn
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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______________________________
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REQUEST
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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.

•«



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
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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





COMMITTEE REPORT 

HOUSE

March 14 ,  1979 Da _ J _________________, !

Mr. Speaker :

The Committee on STATE AFFAIRS has had HCP 12

F U R T H E R :  FINANCc.

R eque s t in g  Che g o ve rn o r  to ei v e  c o n s i d e r a t i o n  to con t r a c t  n e g o t i a t i o n s  
between the s t a t e  and the M atanuska-Sus i tna  Borough r e l a t i n g  to  the
r e l o c a t i o n  o f  the capital.

under c o n s i d e r a t i o n  and (a m a j o r i t y  o f  the committee) ( the  committee) 
r e p o r t s  i t  back w i t h  the f o l l o w i n g  recommendat ions :

[ ] do pass [ \ ]  <* j not P d o S

I ] do pass w ith a t t ached amendments( . • )

i\ • r.  \
] same t i t l e

I V 1s rep 1 ace w ith CS fo r [ XJ new t i t l e

and recommen ds

[ 1 AND a t ta ches a "Le t te r o f  I n te n t"  [ ] N^w F1sca l Note

[ 1 r epo r ts i t back wi thou t recommendation

( ) re fe r red to the Commi t tee

MEMBERS SIGNINGr * ' MEMBERS HAVING
DO PASS: N r 7 y OTHER RECOMMENDAT IONS: v , -y ,/

— > -
W v ----^ ----- ' ^  1* fh/t • f<f! D u  p z
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IN THE HOUSE

Introduced: 3/14/79
Referred: State Affairs and Finance

BY CARNEY, BARNES,BEIRNE,BETTISWORTH, 
BUCHHOLDT,CHATTERTON,COTTEN, HALFORD,

* HAYES,MCKINNON,MALONE,MARTIN,MEEKINS, 
METCALFE,MILES,MONTGOMERY,MUNSON,
O'CONNELL,PARR,PHILLIPS AND RANDLOPH

HOUSE CONCURRENT RESOLUTION NO. 12 
IN THE LEGISLATURE OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE - F IIST  SESSION
Reques - ng tne gove rno r to  g ive  con- 
s id e r a t f o n  to  c o n t r a c t  n e g o t ia t io n s  
between the  s t a t e  and the Matanuska- 
S us i tn a  Borough r e l a t i r g  to  t i e  r e ­
lo c a t io n  o f  the  c a p i t a l  

BE IT  RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
WHEREAS, in  1974, the  peop le passed an i n i t i a t i v e  r e q u i r in g  the re lo ca -  

t i o n  o f  the c a p i ta l^ a n d  r e q u i r in g  t h a t  the r e lo c a t i o n  beg in  no l a t e r  than 
October 1 , 1980; and

WHEREAS, in  1976, the  peop le s e le c te d  the  W il low  area as the s i t e  f o r  
the new c a p i t a l ;  and

WHEREAS, in  1978, the  peop le  passed an i n i t i a t i v e  a l lo w in g  the e xpend i­
tu re  o f  s ta t e  money f o r  •'he r e lo c a t i o n  o f  t l ie  p resen t fu n c t io n s  or s ta te  
government o n ly  a f t e r  a d o p t io n  by the  v o te rs  o f  a bond issuance which 
in c lu d e s  a l l  boncab lc  cos ts  o f  the r e l o c a t i o n ;

BE IT  RESOLVED by tho  A laska S ta te  L e g i s l a t i r o  th a t  c o n t r a c tu a l  n e g o t ia ­
t io n s  between the s ta t e  and the  Matanuska-Sus itna Bc jough ,wh ich  would p ro v id e

c J Z

f o r  the  development o f  the  new c a p i t a l ,  by the  borough " t  no e x p e n s e  to  the  
axt. pf&tKraJk A

s ta t e ,  />. ii'-t l iL bt means o f  com p ly ing  w i th  the  poop I t ' s  w ish to  r e lo c a te  the
c a p i ta l^  w h i le ,  a t the  same t im e , com p ly ing  w i t h  the  ly7 f i i n i t i a t i v e ;  and be
I t

FURTHER RESOLVED t h a t  the  governo r is  r e s p e c t f u l l y  reques ted to  con s id e r
these c o n t r a c t  n e g o t ia t io n s  a t  the oar 1 ie s t^ t 'o ss  
the October 1 , 1980 t a r g e t  f o r  b e g in n in g  the  r e lo c a t i o n .

l b l e  t im e , in  o rde r  to  s a t i s f y
A

t  v ' i i / 1-
, -1- , J fix, HCR 12 f) f) '

^  f L: f- j (X. ~ U ^ ^ } 2 l V y .

a--n< J c A



STATEMENT BEFORE THE 
STATE AFFAIRS COMMITTEE 

ELEVENTH LEGISLATURE - F I R S T  SESSION 
FRIDAY. APRIL 6. 1 9 7 9 ~ A T  1 > 30 O ’CLOCK P.M.

Our name is Carolyn Burg and we are a citizen of the 

United States a:id a resident of the City and Borough of Juneau,

Alaska for approximately 26 years. With the exception of the 

25th Amendment to the United States Constitution (which we are 

challenging as being unconstitutional and void upon its face) we 

believe in the Constitution of the United States and the portions 

of the Constitution of the State of Alaska that are constitutional 

according to the United States Constitution, ana do not consider the 

U n i t e d  Nations T r e a t y  or any other i n s t r u m e n t  excepting the D e c l a r a­

tion of Independence to be the law of the land. U.S. Constitution 

Declaration of i n d e p e ndence. Cpntrr ct Theory

We do believe in S e c . 3 of the Alaska Statehood Act which

statesi

"...(Constitution.) The c o n s t i t u t i o n  of the State of Alaska 
shall always be republican in f o r m  and shall not be repug­
nant to the Constitution of the United States and the princi 
plea of the Declaration of Independence..."

Wo are appearing here involuntarily Inasmuch as we have 

searched for a lawyer to help ua, have been willing to pay for such 

help, but none can be found within the United States to help us on 

the various matters we are challenging, including the Capital Move 

Issue. So we have to continue on our own.

Our Capital in Juneau is property which cannot bo 

reachod by an Initiative bocause it is PRIVATE PROPERTY.



Private property does not change with a change from territory 

to state. That's the gist of this whole case.

In other words, we are alleging that Juneau as the 

Capital is a private corporation under Federal Eminent Domain 

and the State of Alaska has no jurisdiction in it, because yearn 

ago Congress put this Capital under an interesting set of cir­

cumstances which cannot now be changed. Property Which Cannot 

be Reached by the Power of Eminent Domain for a Public Use o'

Purpose in the Pennsylvania Law Review. Vol. 28. No. 2. December. 

1929 by Wilton Colvin.

In this article on page 151 Mr. Justice Story states*

"... Although the sovereign power in free government 
may appropriate all the property, public an well as 
private, for public use, making compensation therefore, 
yet it has never been understood, at least never in our 
Republic, that the sovereign power can take the private 
property of A and give it to B by the right of eminent 
domain..."

And still further on this article states*

"...The 'due process' clause of the federal and state 
constitutions enunciates another principle in behalf 
of the individual property owner, and when it has come 
in conflict with the principle of the prerogative of 
sovereign eminent domain, the latter sometimes has to 
give way. It has been held that eminent domain power 
cannot be employed to take property by the kind of undue 
process of law whose description has found expression 
in the classical example of 'taking the property of A 
to convey it to B'. West River Bridge Co. v. Dix. 6 
How. 507 (U.S. 19^8 j . The fact that the taking has 
behind it the prestige and power of eminent domain, 
and that the property is to be paid for by ample com- 
putisation has not been allowed to impair the integrity 
and applicability of this ancient example..."

You.* Speaker, Terry Gardiner, has a copy of our complaint

which we issued to the United States District Court and about a

dozen of these complaints were delivered by the Marshal around

November 1, 1970. at which time the judge, James A. von der Heydt,



dismissed the case. Knowing Judge von der Heydt to be a good judge, 

this is not normal behavior for him, so •*'* are looking into the 

laws of Congress to see what legislation is taking away the power 

of this judge to act, however, we have not had time to research 

this matter properly, as we *ave been concerned about our daughter.

Our daughter, Nancy, has been experiencing trouble with 

her heart and has just recently come out o* intensive care at the 

Bartlett Memorial Hospital. It was required to stabilize her con­

dition before sending her south with a nurse, oxygen, etc.

S h e  has undergone open-heart surgery and is now recovering in 

Seattle, where her husband is with her. Meanwhile we have been 

taking care of their twins and their h o me .

Excepting for bringing this oefore the court the Capital 

Move Issue is all over. All of the initiatives that have ever been 

brought, and all of the laws associated with these initiatives are 

unconstitutional and void, because the police power of the state 

cannot act in this case.

It would bo redundant to repeat all of our authorities 

which wo have given you in in the past, but wo will give you the 

Supromo Court Rule which puts the restriction on the taking of this

Capital. Mr. Justice Field, in a very famous opinion which has

never been reversed in Williams v. Arlington Hotel. 22 F__gd 6&9 

(a hotel) and People v. Mouso. 265 P 945 (a soldier’s home) states 

that there are three ways In which the United States may acquire 

and hold land within the oonfineo of a state and Juneau an the

Capital come3 within +he "second way" that this can be done or

by the United States purchasing property from private individuals .



Even Governor Jay Hammond in his meeting before the 

Joint Senate and House in his State of the State message on 

January 16, 1979• page 14 saidt

- ...PRIVATE OWNERS SHOULD BE ABLE TO LOCK 

OTHERS OUT FROM ACCESS TO THEIR LANDS...M

If this precedent were allowed to stand - taking 

this Capital which is PRIVATE PROPERTY by the police power 

of the State, none of our homes would be safe from the police 

power in the Nation. Congress could take your home or ours 

and give it away to someone else without a.deed.

Governor Jay Hammond would not be able to act at all 

in this situation, as he has to see that the law3 are faithfully 

carried out - that is his function as the top executive of this 

S t a t e .

Therefore the L~t-Su's proposal for moving the 

capital is completely unconstitutional and void. What the 

State of Alaska cannot do, neither can a Borough who is under 

the State accomplish.

We have read the Attorney General's Opinion to 

The Honorable Samuel R. Cotten and The Honorable Patrick Carney 

for the State of Alaska, and in the case moving of this Capital 

would be valid, the Attorney C iral left out one very important 

point. We will now ask Mr. Ron Larson one que tion. In the 

case that this “move proposal" were constitutional, Mr. Lar3on, 

would the Mat-Su Borough also be willing to pay for Juneau's 

compensation BEFORE moving anything to your Borough? Under 

condemnation procedures this is what would have to bo done.

Would your Borough be willing to pay for all this too?



- 5 -

Juneau is controlled by Chapter 561 - An Act to

Repeal Timber Culture Laws and for other purposes, 51st Cong.

Sess. II, 1891 lMarch_3i_bage-lQ95..Sg£. 11^14. 26_Stat (U.S.

Comp. Stat. 1 9 0 1 .  d p  1L67. 1468 rolating to Townaites in Alaska 

WHICH ARE RESERVED BY THE FEDERAL GOVERNMENT and we have a 

United States Deed in U.S. Survey No. 7 covering this Townsite.

Obtaining a patent for this townsite, possessory 

rights were immediately begun. Occupants exercise their pos­

sessory rights by applying for a deed, which these people 

did who owned the land underneath Block No. 19 (the Capitol) 

Excercising possessory rights from September **, 1897 when 

this townsite was patented gives a long possessory right to 

the private property underneath this building.

Sec. Ik of this above law statesi

"That none of the provisions of the last two 
preceding sections of this act shall be so con­
strued as to warrant the sale of any lands bo- 
lanfilflilJfl tfrfi.Uni ted. CtaAiUl which shall contain 
coal or the precious metals, or any towr.:;:to. or 
w h i c h  Q C S M P l g ?  to tatss. f o r
■’'Uftl j c p u r g e s  w h ich_.jl.iLU_bo . r s ^ g r v o l j Q r
such DUTDosea..."

The controlling statute for Juneau was made by Congress 

and placed into a trust relationsh'p with the Secretary of the 

Interior, which we consider oxclusive legislation by Congress.

As we statod to The Hon. Terry Miller when he questioned 

us at the Baranof Hotel in April of 197** (the first committee 

set up on the Capital Move) "The Capital Move is completely 

unconstitutional and void. Even the vote on this . b b u c  was 

without due process because there was n„ chance to study it - 

it was brought off in a hurry.” It was that night that we gave 

Frank Karris, who was present at the meeting public notico



that we were looking into this issue further and challenging 

it. The Southeast Alaska Empire noted this fact approximately 

April 15 or 16, 1974.

After all the money spent on this issue, nothing 

has changed. No one can take private property by an initiative. 

This is property which cannot be reached by one.

We would like a hearing on this in a competent court 

with a ruling thereon by a competent judge, and we would like 

everything we do to be judicially noticed by the court.

We are now ready for any questions you may pose.

Respectfully submitted,

(Mrs. Amos) Carolyn ctlrg (J
cct The Hon. Mike Miller, Chairman, State Affairs Committee,

Box 1494, Juneau, Alabka 99802 
The Hon. John G. "Jack” Puller, Vice-Chairman, State Affairs 

Committee, 11th State Legislature, Box 6 8 9, Nome, Alaska 
The Hon.Terry Gardiner, Speaker of the House of Representatives, 

Box 6092, Ketchikan, Alaska 99901 
The Hon. Richard I. Eliason, Box 143, Sitka, Alaska 99835
The Hon. Terry Martin, 39^0 Reka Drive B-6 , Anchorage, Alaska 9950*
The Hon. Ray H. Metcalfe, Box 4-2766, Anchorage, Alaska 99509 
The Hon. Bill Parker, 200 Denali Street, Anchorage, Alaska 99501 
The Hon. Solicitor General, Washington, D. C. 20000

State of Alaska
Greater Juneau Borough ) so.
Juneau, Alaska )

Subscribed and sworn tc beforo me on oath that all the 
above facts are true to the beat of my knowledge and belief, and 
that those facts are from Carolyn Burg's personal resoarch and 
study In bringing t^is before the court and that it has not been 
in any way for delay.

I am a Notary Public for the State of Alaska, Greater 
Juneau Jorough, Juneau, Alaska, and the above-named Carolyn Burg 
is known by me to be the person named in this instrument.

Dated April 6 , 1979.

My Commission Expires
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T H E  A L A S K A N F e b r u a r y  3, 1 9 0 0

T H E R E  A R E  O T HE RS .

S o m e  o f  th e J u n e a u  p a p e r s  
w o u l d  l i k e  to h a v e  t h e i r  r e a d e r s  
and the e n t i r e  c o u n t r y  b e l i e v e  tha t  
c i t y  is th e " w h o l e  t h i n g . "  T h a t  it 
is th e o n l y  p l a c e  o f  i m p o r t a n c e  in 
th i s v a s t  c o u n t r y ,  a n d  e v e r y  t o w n  
a n d  m i n i n g  c a m p  in A l a s k a  3s 
t r i b u t a r y  to  it. T h e  fact  is that  
J u n e a u  wa s  n e v e r  as d e a d  as she is 
at the  p r e s e n t  time. H e r  b u s i n e s s  
is r a p i d l y  d e c r e a s i n g ,  a n d  m a n y  of 
h e r  m e r c h a n t s  ar e  m o v i n g  a w a y,  
w h i l e  o t h e r s  ar e  o p e n i n g  up b r a n c h  
h o u s e s  in S k a g w a y  w i t h  t h e  i n­
t e n t i o n  of  m o v i n g  t h e i r  e n t i r e  b u s i­
n e s s  I n t e r e s t s  to t h a t  city. T h e r e  
f a ct s w e r e  m a d e  v o l u n t a r i l y  by  on e  
o f  the p r o m i n e n t  b i s l n e s s  m e n  of 
th at  c i t y  w h i l e  h e r e  a few  d a y s  ago. 
N e a r l y  e v e r y  p e r s o n  c o m e i n g  to this 
p l a c e  f r o m  J u n e a u  o r w h o  ha s 
p a s s e d  t h r o u g h  t h a t  c ity , sa ys  th e 
s a m e  t hi n g ,  " J u n e a u  is d e a d . "

T h e  R e c o r d  of  t ha t c i t y  ha s on 
r e c e n t  o c c a s i o n s  I n f o r m e d  its 
r e a d e r s  th at  th e B a u e r  a n d  T u r n e r  
m i n e s  o f  t h i s  p l a c e  ar e t r i b u t a r y  to 
J u n e a u .  C a p t . A r m s t r o n g , t h e  
m a n a g e r  o f  th e T u r n e r  m i n e , a c c o r d­
ing  to that  p a p e r  is to r e s i d e  w i t h  
h i s  f a m i l y  in J u n e a u  an d o p e r a t e  
t h e  m i n e  f r o m  t h a t  p l a c e  a n d will  
p u r c h a s e  h i s  s u p p l i e s  there.

S u c h  i8 not the  c a s e  at all. T h e s e  
m i n e s  w i l l  be o p e r a t e d  f r o m  S i t k a  
a n d  the s u p p l i e s  for t h e m  will be 
p u r c h a s e d  f r o m  S i t k a  m e r c h a n t s .
C ap t. A r m s t r o n g  a n d  f a m i l y  will 
r e s i d e  in th i s p l a c e ,  t h e  g a r d e n  spot 
o f  A l a s k a ,  and  w i l l  not  m a k e  d a l l y  
t r i p s  f r o m  J u n e a u  to S i l v e r  ba y  to 
o p e r a t e  hi s  mi ne.  T h e  B a u e r  m i n e  
*s s p e n d i n g  $ 1 5 0 0  a m o n t h  h e r e  
a n d  has o n l y  s p e n t  $25 in Ju n e a u .

J u n e a u  is a n i ^ e  c i t y  a n d  t h e r e  
a r e  n i c e  p e o p l e  the re . F i n e  b u s i­
n e s s  h o u s e s  an d we s u p p o s e  g o o d  
m i n e s  a n d  w*- w i s h  for h e r  f u t u r e  
s u c c e s s .  S h e  c o v e t s  the c a p i t a l  we 
kn ow , o u r  fi n e c l i m a t e  a n d  b e a u t i­
ful s c e n e r y ,  but d o n ’t t a k e  o u r

m i n e s  f o r  we h a v e  some  g o o d  o n e s  
as th is  s e a s o n ' s  w o r k  w i l l  pr o ve .  
D o n ' t  try to m a k e  the p e o p l e  t h i n k  
y o u  ar e  the  " w h o l e  t h i n g . "  T h e r e  
a r e  o t h e r  d i g g i n g s  J u s t  as r i c h  as 
J u n e a u  a n d  y o u  a r e  not the  o n l y  
n u g g e t  in t h e  slu ice .

J u n e  21, 1890

ON  T H E  R E M O V A L  OP T H E  C A P I T A L

F r o m  ou r  C a p i t a l  city, p r o u d  Si tk a,  
the  Qu ee n,

J e a l o u s  J u n e a u ,  low b o r n  o f  the hi l l  
and  the gale,

U n k n o w n  b o t h  to s o n g  an d  t r a d i t i o n ,  
S e e k s  to st eal he r  h i g h  p l a c e ; b u t  it's 

p l a i n  to  be s e e n  
T h a t  all c a p i t a l ,  o t h e r  t h a n  fo rei gn ,  

m u s t  fall
T o sa v e the  p o o r  J a d e  f r o m  p e r d i t i o n .

J . S . B .

M a y  26, 1 9 0 0

T h e  C a r t e r  Bill, w h i c h  p a s s e d  the 
s e n a t e  the fi rst o f  t h i s  m o n t h ,  c o n­
t a i n e d  a c l a u s e ,  a l l o w i n g  the c a p i t a l  
o f  A l a s k a  to be t e m p o r a r i l y  l o c a t e d  
at J u n e a u ,  w h e n  the n e c e s s a r y  
b u i l d i n g s  t h e r e f o r  are e r e c t e d  at 
tha t pl ac e .

L e g i s l a t i v e  b o d i e s  r a r e l y  i n c o r­
p o r a t e d  i r o n y  into t h e i r  e n a c t­
m e n t s  but all w ho  are  f a m i l i a r  w i t h  
c o n d i t i o n s  at J u n e a u  will not fall 
to " s e e  t he  J o k e "  In t h i s  case.

Complimenil o/
R E P .  T E R R Y  M A f T N



T H E  A L A S K A N  F e b r u a r y  17, 1 9 0 0
r

C o j f t f U i m e u i i  o j

R E P .  T E R R Y  M A R T I N

T h e  W a s h i n g t o n  d i s p a t c h  in 
y e s t e r d a y ' s  P o s t - I n t e l l i g e n c e r  to 
the e f f e c t  t h a t  th e s e n a t e  c o m m i t t e e  
on t e r r i t o r i e s  h a d  d e c i d e d  to r e p o r t  
f t . o r a o l y  on  the r e m o v a l  o f  the 
c a p i t a l  o f  A l a s k a  f r o m  S i t k a  to 
J u n e a u  is r e c o g n i z e d  as a d e f e a t  
for Gov. B r a d y ,  a n d  it is t h o u g h t  
b r i n g s  t h e  f i g h t  o n  the  A l a s k a n  
c a p i t a l  q u e s t i o n  a l m o s t  to a n  end.

Gov. B r a d y  l i v e d  in S i t k a  y e a r s  
b e f o r e  he b e c a m e  t he  c h i e f  e x e c u­
tive. He ra n  a s a w m i l l ,  r a i s e d  
p o t a t o e s ,  d e v e l o p e d  e l o q u e n c e  on 
p r o h i b i t i o n ,  an d  i d e n t i f i e d  h i m s e l f  
w i t h  P.ev. S h e l d o n  J a c k s o n  and  
hi s m i s s i o n a r y  i n f l u e n c e .  T h e  
g o v e r n o r  s t i l l  r u n s  th e s a w m i l l  
s t i l l  ha s  his p o t a t o  p a t c h ,  and has  
a c q u i r e d  in t h e  s l o w  p a s s a g e  of  
y e a r s  c o n s l d e r a l b e  l a n d  th a t w i l l  
t-e o f  g r e a t  v a l u e  if S i t k a  s h o u l d  
e v e r  s h a k e  o f f  its  r u ra l s e m b l a n c e  
and g r o w  to be a city.

T h e  r e m o v a l  o f  th e  c a p i t a l  to 
J u n e a u  m e a n s  m u c h  for  t ha t  town.
t is at p r e s e n t  r e a l l y  th e c e n t r a l  

. o i n t  o f  S o u t h e a s t e r n  A l a s k a .  An 
a p p r o p r i a t i o n  o f  $ ^ 5 , 0 0 0  h a s  b e e n  
h a n g i n g  fi re  at WoaVvington fo r  a 
c o u r t  h o u s e  a n d  J a i l  at J u n e a u  for 
n e a r l y  t w o  y e a r s .  Th e  m o n e y  has 
b e e n  a v a i l a b l e ,  but  not a c e n t ' s  
w o r t h  o f  wo rk  has b e e n  done.
J u n e a u  p e o p l e  lay the d e l a y  at the 
d o o r  o f  the g o v e r n o r ,  a n d  t h e  a l­
le g e d  " m i s s i o n a r y  p u l l "  at W a s h­
ingt on , but th i s ha s a m o u n t e d  to 
l i t t l e  m o r e  t h a n  c o n j e c t u r e .  If 
J u n e a u  is m a d e  the  c a p i t a l ,  not 
o n l y  w ' . l  the F e d e r a l  b u i l d i n g  fo r 
w h i c h  the a p p r o p r i a t i o n  ha s  b e e n  
so l o n g  a v a i l a b l e  be e l e c t e d ,  but a 
c a p i t a l  b u i l d i n g  w i l l  a l s o  h a v e  to 
be p r o v i d e d .  T h e  g o v e r n m e n t  n o w  
p r o v i d e s  l i v i n g  q u a r t e r s  f o r  the 
p r i n c i p a l  A l a s k a n  o f f i c i a l s ,  f u r n i s h­
ing t h e m  w i t h  fuel, lig ht , a n d  all 
the n e c e s s a r i e s  e x c e p t  p r o v i s i o n s

Th e  m a i n  a c t i v i t y ,  s u p p o r t  a n d  
d i g n i t y  o f  S i t k a  c a m e  f r o m  the  
g o v e r n m e n t  o f f i c i a l s  a n d  t h e i r  
f a m i l i e s .  W i t h  the  c : p l t a l  r e­
m o v e d  to J u n e a u ,  S i t k a  w i l l ,  it la 
c l a i m e d ,  b e c o m e  l i t t l e  m o r e  * uan  a

v i l l a g e  of  I n d i a n s  a n d  m i x e d  d e s­
c e n d a n t s  of th e e a r l y  R u s s i a n  
s e t t l e r s .

The  f o r e g o i n g  a p p e a r e d  in the 
S e a t t l e  P. -I . tf  t h e  Jan. 26.

S e a t t l e  is a f l o u r i s h i n g  y o u n g  
city. It is f a v o r a b l y  s i t u a t e d  f o r  
h a n d l i n g  t r a d e  a n d  w i l l  n o  d ou bt  
b e c o m e  an i n p o r t a n t  c o m m e r c i a l  
c e n t e r  in t he  n e a r  fu tu re . Its 
b u s i n e s s  is c o n d u c t e d  m o s t l y  by 
y o u n g  m en , b r i g h t ,  a c t i v e , e n e r­
g e t i c  an d  fu ll  of  hope. S i t k a  .̂s 
p r o u d  o f  th e Q u e e n  c i t y  of  the 
S o u n d  a n d  ha s n o n e  o t h e r  t h a n  
g o o d  w i s h e s  fo r  its p r o s p e r i t y .

H o w e v e r  t h e  f l a v o r  of  I m m a t u­
r i t y  s ti ll  p e r v a d e s  it. Its y o u t h  is 
m a n i f e s t  In its p e n c h a n t  for b o a s t­
ing. In th at  l in e it k e e p s  w e l l  
a b r e a s t  of  t h e  b a n d  w a g o n ,  a n d  for 
m a k i n g  the  m o s t  ou t  o f  l i t t l e  ha3 
no  e q u a l  on th e  co a st . But as 
that  Is a s o u r c e  o f  s a t i s f a c t i o n t o  it, 
a n d  d o e s  no i n j u r y  to a ny  one  else  
we let it pass.

N o t w i t h s t a n d i n g  all its b r i l l a n t  
p r o s p e c t s , i t  r e a l i z e s  th a t  it is n o t  
e n t i r e l y  out of  t h e  w o o d s  yet, an d 
t h e r e f o r e  is a l e r t  to d e t e c t  p o s s i b l e  
r i v a l s .  In s c a n n i n g  th_ n o r t h e r n  
c o a s t  and  s t u d y i n g  its g e o g r a p h y  
its e v i d e n t l y  c o n c e i v e d  it h a d  d i s­
c o v e r e d  o n e In t h e  h i s t o r i c  c it y o f  
A l a s k a ,  a n d w i t h  a p r o m p t n e s s  
w h i c h i s  a n  a d m i r a b l e  c h a r a c t e r­
isti c of  it, d e c i d e d  it mu st  be d e s­
t r o y e d  .

S e a t t l e  ha s a p i e c e  o f  o r d i n a n c e .
It is u s e d  at l o n g  or  s h o r t  r a n g e  as 
o c c a s i o n  m a y  r e q u i r e .  As to 
w h e t h e r  it is an e f f e c t i v e  p i e c e  o f  
a r t i l l e r y  o r  not w e e x p r e s s  no  
o p i n i o n ;  but its d e t o n a t i o n  is p e r­
h a p s  its m o s t  f r i g h t f u l  q u a l i t y .
W h e n  the p o s s i b l e  d a n g e r  was 
n o t i c e d  an a t t a c k  o n  the  h i s t o r i c  
c i t y  was  o r d e r e d .  U p o n  a r e c o n­
n a i s s a n c e  it was f o u n d  I m p o s s i b l e  
to a s s a i l  its l o c a t i o n ,  c o n s e q u e n t l y  
the  gu n wa s t r a i n e d  o n  t h e  p e r s o n n e  
o f  the pl ac e.  T o be c o n s i s t e n t  the  
first a s s a u l t  wa s m a d e  on  the mo st  
p r o m i n e n t  o f  t h e m a n d  a l s o  the 
o l d e s t  i n h a b i t a n t .  In c a s t i n g



a b o u t  f o r  a w e a k  p o i n t  in h i s  c a r e e r  
at w h i c h  to  m a k e  th e a t t a c k ,  it 
was  d i s c o v e r e d  th a t d u r i n g  h i s  
l o n g  r e s i d e n c e  in the t o w n  he ha d 
k e p t  in t o u c h  w i t h  the f o r c e s  t h a t  
m a k e  f o r  r i g h t e o u s n e s s ,  ha d  th e  
e n t e r p r i s e  to m a n u f a c t u r e *  l u m b e r ,  
t h r i f t  to c u l t i v a t e  p o t a t o e s  and  
f o r e s i g h t  a n d  p r u d e n c e  to a c c u m u­
la te s o m e  p r o p e r t y .  T h e  o f f e n s e s  
w e r e  r a n k ,  th e g un  b e l c h e d  for th,  
an d  th e  c h a r g e  wa s  made.

T o  be c a n d i d  h o w e v e r  the A l a s­
ka n  b e l i e v e s  t h e  c h a r g e s  ar e  true.
It is n o t a u t h o r i z e d  to s p e a k  for 
t h e g e n t l e m a n  r e f e r r e d  to, bu t is of 
th e  o p i n i o n  he will  not a t t e m p t  to 
p a l l i a t e  o r  d e n y  th em, c o n s e q u e n t­
ly it r e s t s  t h a t  p a r t  o f  th e  case.

But the  f i g h t  on th e A l a s k a  
c a p i t a l  q u e s t i o n  m a y  not be so 
n e a r  a n  e n d  as o v e r  e s t e e m e d  c o n­
t e m p o r a r y  I m a g i n e s .  We wi ll  
g e n t l y  r e m i n d  it t ha t t h e r e  "Is 
m a n y  a s l i p  b e t w e e n  the cup and  
the l i p . "  W h e n  C o n g r e s s  h e a r s  
all  the  f a c t s  t o u c h i n g  the m a t t e r  
we b e l i e v e  it w i l l  h e s i t a t e  l o n g  be-  
'fore t a k i n g  s u c h  a n u n n e c e s s a r y ,  
ill a d v i s e d  an d  c o s t l y  step. It w i l l  
o b s e r v e  th at  S i t k a  is m o r e  c e n t r a l l y  
l o c a t e d  t h a n  J u n e a u .  It w i l l  
l e a r n  t h a t  its s u r r o u n d i n g s  are 
m o r e ,  c o m m o d i o u s ,  h e a l t h f u l  an d 
a t t r a c t i v e ,  its c l i m a t e  m o r e  s a l u­
b r i o u s  a n d  g e n i a l .  A l s o  th a t the 
g o v e r n m e n t  o w n s  a l ar ge  a m o u n t  
o f  r e a l  e s t a t e  In S i t k a  b e a u t  i f u l l y  
l o c a t e d  an d I m m e d i a t e l y  a v a i l­
a b l e  fo"  u s e  in th e  e r e c t i o n  of 
p u b l i c  b u i l d i n g s .  Th is  p r o p e r t y ,
If  th e c l a i m  se t f o r t h  In t h e  P.T. 
s h o u l d  p r o v e  correc t, w o u l d  be an 
a l m o s t  t o t a l  I 0 3 3  to the g o v e r n­
m e n t ,  fo r w h a t  v a l u e  has real 
e s t a t e  in a n  I n d i a n  v i l l a g e .  W 'n 
th e s u m  o f  t h i s  los s is a d d e d  to th e 
e x p e n s e  o f  p r o c u r i n g  a site  for  th e 
c a p i t a l  b u i l d i n g  in J u n e a u ,  and 
t h e  c o s t  o f  e i t h e r  l e v e l i n g  a m o u n­
ta i n  o r  f i l l i n g  a c h a n n e l  f o r  the 
e d i f i c e  to s t a n d  o n  C o n g r e s s  wil l 
f i n d  t h a t  the S a l a r y  of  the e x t r a  
c l e r k ,  w h i c h  it is c l . l m e d  wi l l be 
n e c e s s a r y  if t h e  r e m o v a l  1° not 
m a d e ,  w o u l d  be bu t a b a g a t e l l e  In 
; o m p a r i s o n .
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REMOVAL OF THE CAPITAL

In our last issue we published a 
press dispatch which stated, that 
the Senate committee on territories 
had decided to recommend the 
removal of the seat of government 
for Alaska from Sitka to Juneau. 
Another dispatch conveying this 
intelligence stated further that the 
Land Office I’ooated here would 
probably be moved also. Ibis 
action of the conmittee is probably 
the result of representations made 
made by persons directly interested 
in Juneau and who wer-e more anx­
ious to promote their private in­
terests than to advance the public 
welfare.

The Alaskan believes the step 
recoomended by the Conmittee 
is a grave mistake. The reasons 
that can be urged in its favor, are 
few, ephemeral and local, while 
those against It are many, endur­
ing and general.

1 :t. Sitka is more centrally 
located than Juneau or any other 
town east of it. If Lynr Caj»al 
and its cognate straits constituted 
Alas'.a this statement might not 
be warranted but it does not. The 
Alaskan does not want to be un­
derstood as disparaging that part 
of our territory. It is an important 
and properous section of it. It 
contains several thriving mining 
districts and its out put of bullion 
is considerable and will likely in­
crease for many years to come.
There cro several fldh canning 
establishments along the shores of 
its inlets and bays, and it is the 
artery through which f l o w s h e  
trado between Seattle and other 
cities on the Sound and the Klon­
dike country. These conditions 
have caused some smart little 
towns to spring up along its shores 
and those of its connecting straits. 
These things have given it a tem­
porary importance of which it is 
endeavoring to take advantage, to 
the detriment of otler locations,

important now and which promise 
to be more inportant than it, in the 
near future. Nearly all of the 
great mineral discoveries recently 
made are far west of it and of 
Sitka also. Most of the great fish 
canning plants are to the westward 
as well. The center of population 
is fast flowing that way and im­
portant mining towns are growing.
Soon the route for traffic with and 
travel to and from these points 
will not be through the tortuous 
passages of the inside channels but 
on the open sea. Sitka will be a 
much more convenient point for 
those places to do business with 
than any inland town. Further­
more if mineral developements 
along the Yukon river and its 
tributaries continue, a railroad will 
probably be constructed at no dis­
tant day connecting Prince Wm.- 
Sound with that r^eat river. This 
route to the gold bearing fields of 
the interior will be much shorter 
than the one from Skagway, will 
avoid foreign territory and for these 
reasons will largely supercede it.

2d. The harbor at Sitka is one 
of the finest In Alaska. It was 
selected by the Russian American 
Fur Company as the point for its 
Headquarters, after a careful in­
vestigation of the coast. It is said 
to have the best holding ground 
for Anciorage of any harbor in 
Alaskan waters, It i3 well protected 
from storms and is an ideal place 
for vessel3 to coal and water. Thi3 
serves to keep Sitka in touch with 
points to the westward.

3rd. The government owns much 
valuable property in Sitka which 
it acquired at the time of the trans­
fer. It has a large warehouse, two 
large three story and one two story 
buildings for public offices and a 
house for the Governor's office an] 
reception rooms. It also ha3 qu^ue 
an amount of real estate, beautifully 

situated , for other public



edifices. The ground is compar­
atively level, cleared and im­
mediately available for use. If the 
offices are removed to Juneau, 
rooms for them must be rented or 
buildings erected. The govern­
ment owns no land there suitable 
for them. Nearly all of the avail­
able space in that naturally con­
tracted townsite [for at Juneau the 
mountains crowd the channel] be­
ing occupied, a site for public 
buildings could not be obtained ex­
cept at a heavy cost, and then 
places for them to stand would 
p ■obably have to be cut out of a 
mountain or or filled up in the chan­
nel and in either case at great ex­
pense. Furthermore land titles in 
Juneau are not settled. Because 
of this the $45,000 appropriated by 
Congress two years ago for the 
purpose of building a Court house 
there has not been used yet. The 
government will not erect its build­
ings on land to which the title is 
not perfect.

4th. With a possible exception, 
the removal is not desired by the 
officials or is It demanded by the 
people, save only a who hope 
to be personal!: profited thereby.
The convenience of a great major­
ity would not be promoted in the 
least while a great many would be 
inccrmoded.

5th. The cost of living in Juneau 
is greater than in Sitka, and the 
salaries of some of the officials 
would have to be increased in oi’der 
for them to meet living expenses, 
which would make an additional 
drain on Uncle Sam's pocket.
Many other reasons, why the re­
moval should not be made, press for 
presentation but space forbids.
We think when Congress carefully 
considers the matter, it will dis­
cover that as a business proposi­
tion it la Indefensible, and that the 
public demand therefor is greatly 
Insufficient to Justify It.

That a crisis has come In the 
history of Sitka 13 a fact thrt can 
no longer be ignored. The dangers 
of her los'^g the seat of govern­

ment with all the prestige it gives,
Is irrmenent. The forces that are 
antagonistic to her are gaining the 
ascendency. They are organized, 
active, alert and pulling altogether. 
They are leaving nothing undone to 
accomplish their purpose. They 
have a powerful lobby in Washing­
ton which is instant in reason and 
out of season, ever insistent and 
persistent for the removal of the 
Capital to Juneau. What is Sitka 
doing to counteract this baneful 
work? Echo answers what? If It 
hopes to hold its own it must 
arouse from its lethargy and bestir 
itself. It should not star id on the 
order of its doing. Not a moment 
can be safely lost. Time is precious. 
The citizens should hold a mass 
meeting without delay and set 
forth, in proper form the reasons 
why the capital and other public 
offices should not be removed to 
Juneau or any other town to the 
eastward. This should be done so 
that tl)e manifesto might be for­
warded to Washington by the next 
steamer. Who of our citizen will 
take the initiative in this ratter 
which concerns us all so deeply?
Sitka, "awake, arise or be forever 
fallen."
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J U N E A U  N O T  T H E  P L A C E  F O R
T H E  C A P I T A L .

T w o  R o u s i n g  M a s s  M e e t i n g s  
H e l d  by th e  C i t i z e n s  

O f  Si tka .

T h e  T o w n  H a l l  w a s  c r o w d e d  to 
its u t m o s t  c a p a c i t y  by e n t h u s i a t l c  
c i t i z e n s  of  S i t k a  w h o  h e l d  two  
r o u s i n g  m a s s  m e e t i n g s  on T u e s d a y  
and W e d n e s d a y  e v e n i n g s  in r e g a r d  
to t h e  r e m o v i n g  o f  the c a p i t a l .
The  m e e t i n g  w a s  c a l l e d  to o r d e r  by 
Dr. W i l b u r ,  an d  J u d g e  K e l l y  was 
a n e n i m o u s l y  e l e c t e d  as c h a i r m a n ,  
and  W. P. M i l l s  s e c r e t a r y ,  J u d g e  
K e l l y  t h e n  s t a t e d  the  o b j e c t  of the 
m e e t i n g  an d Dr. W i l b u r  m a d e  a 
m o t i o n  th at  a c o m m i t t e e  be a p­
p o i n t e d  to d r a f t  r e s o l u t i o n s  to p r o­
test  a g p ' n s t  the  r e m o v a l  of  the 
c a p i t a l ;  m o t i o n  c a r r i e d .  R e m a r k s  
w e r e  m a d e  by Wm. M i l l m o r e ,  W.R. 
M i l l s ,  Wm. S h e r g e n ,  Capt. A p p e r -  
son, W i l l  D I s t i n  a n d  o t h e r s .

J u n e a u  w a s a b l y  r e p r e s e n t e d  by 
G e o r g e  K y r a g e  out the p r e v c l i n g  
w i n d  of  J u n e a u  was not s u f f Jc * n t 
to k n o c k  S i t k a  o u t  o f  the c a p i t a l .

T h e  m e e t i n g  wa s a d j o u r n e d  u n­
til W e d n e s d a y  e v e n i n g ,  w h e n  the 
c o m m l t e e  b r o u g h t  in th e f o l l o w i n g  
r e s o l u t i o n s  w h i c h  w e r e  re a d an d  
a d o p t e d .

It h a v i n g  c o m e  tc o u r  k n o w l e d g e  
that  the  Ser.ate C o m m i t t e e  on 
T e r r i t o r i e s  ha s  d e c i d e ^  to r e c o m­
m e n d  t h e  r e m o v a l  o f  th e C a p i t a l  
o f  A l a s k a  f r o m  S i t k a  to J u n e a u ,  
we the  c i t i z e n s  o f  S i t k a  In m a s s  
m e e t i n g  a s s e m b l e d  r e s p e c t f u l l y  b e g  
to s u b m i t  the  f o l l o w i n g  r e a s o n s  
wh y the p r o p o s e d  r e m o v a l  s h o u l d  
no t be m a d e : -

F i r s t .  P u b l i c  c o n v e n i e n c e  d o e 3  
not d e m a r i  It. S i t k a  13 m o r e  
c e n t r a l l y  l o c a t e d  t h e n  J u n e a u  o r  
a n y  o t h e r  p o i n t  In s o u t h e a s t e r n  
A l a s k a .  It Is In c l o s e r  c al l  for 
all li nes  of  t r a v e l  t h a n  any  
ot he r.  It Is s i t u a t e d  o n  a bay  
on  the sea, has  an e x c e l l e n t  h a r b o r  
a n d  Is th e focal n o l n t  for all w a t e r  
r o u t e s  o f  A l a s k a  e x c e p t i n g  the on e 
f r o m  P u g e t  S o u n d  to S k a g w a y ,  
a n d  is t h e r e f o r e  th e n a t u r a l  p o i n t  
for c o n c e n t r a t i n g  m i l i t a r y  forces.

C o m p l i m e n t i  0/

R E P .  T E R R Y  M A R T I N

S e c o n d .  The h a r b o r  at S i t k a  is 
f u ll y p r o t e c t e d  an d a c c o r d i n g  to f r e­
q u e n t l y  r e p e a t e d  o p i n i o n s  of  N a v a l  
a n d R e v e n u e  o f f i c e r s ,  has the  b e s t  
a n c h o r a g e  o f  an y in A l a s k a  a n d  Is 
a b s o l u t e l y  free f r o m  ice at al l times. 
C o m m a n d e r s  of  th e Pi nta , Per ry ,  
W h e e l i n g  and M a r i e t t a  h a v e  
s t a t e d  in o f f i c i a l  r e p o r t s  that it is 
i m p o s s i b l e  for a v e s s e l  to lie  c o n­
t i n u o u s l y  at June au .

T h i r d .  E c o n o m y  d i c t a t e s  that 
the r e m o v a l  s h o u l d  not be made.
T h e  G o v e r n m e n t  has  b u i l d i n g s  in 
S i t k a  for all o f f i c e s  and  la nd  on 
w h i c h  to e r e c t  o t h e r s  as o c c a s i o n  
ma y r e q u i r e .  Th e  b u i l d i n g s  n o w oc 
c u p i e d  w e r e  p r o v i d e d  at a large e x ­
pens e.  T h e y  are and will c o n t i n u e  
tc be a d e q u a t e  for the p u r p o s e ^  
w h i c h  t h e y  are us--d for so me  
time. If the o f f i c e s  ar e  v a c a t e d  
t h e y  will be u n p r o d u c t i v e  for  th e y  
are no t a d a p t e d  to the us es  the 
b u s i n e s s  p u r s u i t s  of the t o w n  r e­
qu i r e s ,  a n d  t h e r e f o r e  c o u l d  not be 
l e a s e d  or  r en ted . D e c a y  w o u l d  f o l­
low d i s u s e ,  r e s u l t i n g  In a to tal loss 
to t h e  G o v e r n m e n t  of all that has 
b e e n  e x p e n d e d  n them. T he  G o v­
e r n m e n t  ha s no b u i l d i n g s  at J u n e a u  
o r l a n d  on w h i c h  to b u i l d  them. As 
a v a i l a b l e  b u i l d i n g  s p a c e  Is vei y 
l i m i t e d  at that p l a c e  r e n t 3  a~e  high; 
and If  the o f f i c e s  are  r e m o v e d  
p l a c e s  m u s t  be p r o v i d e d  fcr t h e m  
e i t h e r  by the e r e c t i o n  o f  b u i l d i n g s  
o r  t e a s i n g  " o on s from  p r i v a t e  I n­
d i v i d u a l s  Th e cos t in e i t h e r  c a s e  
w o u l d  be nea vy . A d d i n g  the lass 
o f  t h e  p u b l i c  b u i l d i n g s  in S i t k a  to 
that o f  p r o v l d . n g  p l a c e s  In J u n e a u  
for th e  v a r i o u s  o f f i c e s  w h i c h  w o u l d  
p r o b a b l y  be i n v o l v e d  in the r e­
m o v a l  m a k e s  a s j m  of no I n c o n­
s i d e r a b l e  p m o u n t ,  an d as the ln- 
t r e s t s  o f  a vast m a j o r i t y  o f  the 
c l t l r e i s  o f  A l a s k a  w o u l d  not be 
s u b s e r v e d  t h e r e b y  It would-) It 
s e e m s  to us, be an u n j u s t i f i a b l e  
w a s t e  of  p ub l i c  funds.



F o u r t h .  I f  it s h o u l d  e v e r  be 
d e s i r a b l e  to r e m o v e  t h e  C a p i t a l  
f r o m  its p r e s e n t  l o c a t i o n  t h e  t i m e  
is no t  yet. A l a s k a  is a v a s t  t e r­
r i t o r y  a n d  its d e v e l o p m e n t  is 
s c a r c e l y  b e g u n  ar.d its p o s s i b i l i t i e s  
p r a c t i c a l l y  u n k n o w n .  It is i m p o s­
s i b l e  to k n o w  w h e r e  t h e  c e n t e r  o f  
p o p u l a t i o n  w i l l  be a y e a r  hen ce.
T h a t  it is w e s t  o f  S i t k a  a n d  t h e r e­
fo re o f  a n y  p o i n t  on L y n n  c a n a l  
a n d  w i l l  c o n t i n u e  to be t h e r e  ca n 
be n o do ub t.  T h e  b u s i n e s s  w o r l d  
w h i c h  r e a d s  the  s i g n s  o f  the t i m e s  
so a c c u r a t e l y ,  e v i d e n t l y  t h i n k s  so, 
fo r a l l  t h e g r e a t  t r a n s p o r t a t i o n  
l i n e s  w h i c h  h a v e  b e e n  r e c e n t l y  
e s t a b l i s h e d  h a v e  t h e i r  o b j e c t i v e  
p o i n t s  in w e s t e r n  A l a s k a .  T h e s e  
l i n e s  do not t r a v e r s e  the i n s i d e  
c h a n n e l s ,  and c o n s e q u e n t l y  w i l l  
not t o u c h  at p o i n t s  e a s t  of  Sitka.
A v a s t  f l oo d o f  m i n e r s  w i l l  p o u r  
into the Ca p e No m e c o u n t r y  d u r i n g  
the c o m i n g  s u mm e r.  T h e  r i c h n e s s  
o f  t h e s e  m i n e s  is b e y o n d  q u e s t i o n ,  
an d  it w i l l  no d o u b t  be a p r o s­
p e r o u s  m i n i n g  c a m p  for y e a r s  to 
come. T h e r o u t e s  o f  t r a v e l  to th at  
p l a c e  will be m a i n l y  by the  o p e n  
sea. F u r t h e r m o r e  If m i n e r a l  d i s­
c o v e r i e s  c o n t i n u e  to be m a d e  in the 
Yflukon V a l l e y  in the f u t u r e  as In 
the r e c e n t  p a s t  it w i l l  p r o b a b l y  not 
be m a n y  y e a r s  b e f o r e  a r a i l r o a d  
c o n n e c t s  P r i n c e  W i l l i a m  S o u n d  
w i t h  th at  g r e a t  river. S u c h  ro ad  
w i l l  Le e n t i r e l y  on  A m e r i c a n  soil 
a n d  will l a r g e l y  s u p e r c e d .  the 
S k a g w a y - D a w s o n  ro ute . T h i s  
r o a d  will be r e a c h e d  b^ the open  
sea  r o u t e s  also. T h e r e  ar e a l s o  
l a i g e  m i n i n g  I n t e r e s t s  on  C o p p e r  
r i v e r ,  U n g a  I s l a n d  a n d  o t h e r  
p o i n t s  a l o n g  th e  c o a s t  w e s t  o f  the 
l U l s t  m e r i d i a n .  N e a r l y  all o f  the 
g r e a t  F i s h  c a n n e r i e s  a r e  al .o to the 
w e s t w a r d .  T h e s e  e n t e r p r i s e s  e m ­
p l o y  a l a r g e  n u m b e r  o f  men. Th at  
the c e n t e r  of  p o p u l a t i o n  Is a l r e a d y  
w e s t  o f  S i t k a  as b e f o r e  3 t a t e d  lr 
b e y o n d  q u e s t i o n ,  an d  that It will  
c o n t i n u e ,  t h e r e  ca n  be no do u b t .

In v i e w  of  the f o r e g o i n g  we be 
l l e v e  a p r o p o s i t i o n  to l o c a t e  p e r m a­
n e n t l y  the  C a p i t a l  a t  th i s t i m e  Is 
p r e m a t u r e ,  an d  we m o o t  e a r n e s t l y  
p r o t e s t  a g a i n s t  l t 3 r e m o v a l  from

S i t k a ,  u n t i l  a m o r e  s e t t l e d  c o n d i­
t i o n  of  the c o u n t r y  d e t e r m i n e s  th e  
m o s t  d e s i r a b l e  p o i n t  t h e r e f o r .
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C w p l i m e n t l  o f

R E P .  T E R R Y  M A R T I N

I

THE ALASKAN

W H A T  W I L L  T H E Y  D O  N E X T ?

T h e  f i r s t  p a g e  o f the A l a s k a n  
M i n e r  o f the l*7th ins t.,  is a l m o s t  
f i l l e d  w i t h  a r e p o r t  o f a c o m m i t t e e  
w h i c h  w a s  a p p o i n t e d  by  a m a s s  
m e e t i n g  o f  the c i t i z e n s  of J u n e a u  
on t h e  8 t h  of  the s am e m o n t h  to 
l o o k  fo r  r e a s o n s  w h y  the c a p i t a l  
s h o u l d  be  r e m o v e d  f r o m  S i t k a  to 
t h a t  p l a c e .  We  J u d g e  th e c i t i z e n s  
s e l e c t e d  w i s e l y ,  so f a r  as d i l i g e n c e  
is c o n c e r n e d  fo r  th e c o m m i t t e e  was  
a p p a r e n t l y  c o m p o s e d  of  v e r y  d i l i­
gent men. T h e m a s s  of m a t e r i a l  
It c o l l e c t e d  in s u c h  a s h o r t  t i m e  is 
q u i t e  r e m a r k a b l e .  The  r e p o r t  
m a k e s  i n t e r e s t i n g  r e a d i n g  and 
so m e p o r t i o n s  of  it m a y  be v a l u a b l e  
as s t a t i s t i c s ,  but o t h e r  p a r t s  of  it 
are  not,  b e c a u s e  o f  t h e i r  d e v i a t i o n  
fr o m  v e r i t i e s .

We a p p r e h e n d  h o w e v e r  that the 
p r i n c i p a l  f au lt th e I n t e l l i g e n t  c i t i­
zens of  th a t t o w n  w i l l  find w i t h  it, 
is t h a t  t h e  g r e a t e r  par t of  it is not 
p e r t i n e n t  to th e p u r p o s e  it was 
d e s i g n e d  to serve.

It is l a r g e l y  d e v o t e d  to e x p l o i t i n g  
the c o m m e r c i a l  i m p o r t a n c e  f U.e 
town. It Is well k n o w n  th .t, t hat 
o f  I t s e l f  1 r no r e a s o n  wh y  the 
c a p i t a l  shout'd be l o c a t e d  there.
It Is not sc c o n s i d e r e d  e l s e w h e r e .
In fact but  few c o m m e r c i a l  c i t i e s  
a r e  c a p i t a l s .  Call  to m i n d  the 
s t a t e s , I n  w h i c h  t h e y  a r e  not and 
the g r e a t e r  n u m b e r  of  t h e m  w i l l  
h a v e  b e e n  na me d.  Th e  c a p i t a l s  cl 
the P a c i f i c  C o a s t  S t a t e s  are  none  
o f  t h e m  c o m m e r c i a l  c e n t e r ,  but 
t o w n s  as n e a r l y  c e n t r a l l y  l o c a t e d  
as w a ~ p r a c t i c a b l e  at the t i m e  th e 
seat o f  g o v e r n m e n t  wa s d e f i n i t e l y  
i i x e d .

W e  s u p p o s e  It d o e s  not o c c u r  to 
N e w  Y o r k  ci ty,  that b e c a u s e  It s e l l s  
m o r e  g o o d s ,  p a y s  m o r e  t a x e s ,  l o a d s  
m o r e  s h i p s ,  Is the h e a d q u a r t e r s  o f  
m o r e  c o r p o r a t i o n s  a n d  has m o r e  
w h i t e  I n h a b i t a n t s  t h a n  A l b a n y  It 
Is t h e r e f o r e  a m o r e  s u i t a b l e  p l a c e  
for th e c a p i t a l  o f  the State.

T h e  r e p o r t  is a l s o  w e a k  in o t h e r  
r e s p e c t s ,  n o t a b l y ,  In tha t It a t t e m p t s  
to a d v a n c e  the c l a i m s  o f  the t o w n  

It a d v o c a t e s  by d i s p a r a g i n g  ar*-
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ot h er . T h i s  p e r h a p s  is not r e­
p r e h e n s i b l e  if d o n e  on the l i n e s  of 
f a i r n e s s .  In t h i s  case h o w e v e r  in 
o r d e r  to do so it d e p a r t s  w i d e l y  
f r o m  facts. T h i s  is e s p e c i a l l y  so 
in the  m a t t e r  of a p p l i c a t i o n s  for 
t h e  s u r v e y  a n d  e n t r y  of p u b l i c  
la nds . Th e r e p o r t  says, "Of  p u b­
lic l a n d  a p p l i c a t i o n s  m o r e  t h a n  
n i n e  t e n t h s  are  f i l e d  f r o m  the 
v i c i n i t y  of  J u n e a u ,  w h i l e  S i t k a  and  
v i c i n i t y  s h o w  o n l y  one t w e n t i e t h  of 
the  t o t a l . "  U p o n  an  e x a m i n a t i o n  
o f  th e r e c o r d s  in the  U.S. S u r v e y o r  
G e n e r a l  o f f i c e  we find  the y te l l  
q u i t e  a d i f f e r e n t  sto ry.  T h e y  
r e v e a l  th at  m o r e  t h a n  five fold o f  
the a p p l i c a t i o n s  fo r the  s u r v e y  of  
n o n - m i n e r a l  la n d h a v e  b e e n  f r o m  
p o i n t s  we s t of  Si tk a.  It Is t r u e  the 
g r e a t e r  n u m b e r  of  a p p l i c a t i o n s  for 
the s u r v e y  o f  m i n i n g  c l a i m s  h a v e  
b e e n  f r o m  p o i n t s  e a s t  o f S i t k a  but 
not in the p r o p o r t i o n  set f o r ^ h  in 
the re p o r t .  How the c o m m i t t e e  
c o u l d  h a v e  bee.: so m i s l e a d  as to 
m a k e  s u c h  a s t a t e m e n t ,  or ho w  
t h e y  c o u l d  h a v e  b o o n  p r e p a r e d  to 
m a k e  any  r e p o r t  u n d e r  tha t h e a d  
13 not u n d e r s t o o d ,  as it w a s  i m p o s­
si b l e  for  t h e m  to v i s i t  the land 
o f f i c e ,  th e o n l y  p l a c e  r e l i a b l e  i n­
f o r m a t i o n  t o u c h i n g  the m a t t e r  is 
o b t a i n a b l e ,  b e t w e e n  the ti m e t he y  
w e r e  a p p o i n t e d  and  the t i m e  they  
r e p o r t e d .

In the m a t t e r  o f  m i n e r a l  a p ­
p l i c a t i o n s  we are  i n f o r m e d  that 
c o n d i t i o n s  ar e  r a p i d l y  c h a n g i n g .
A m u c h  l a r g e r  p r o p o r t i o n  o f  a p­
p l i c a t i o n s  are  f r o m  th e w e s t w a r d  
t h a n  f o r m e r l y ,  n e a r l y  all o f  the 
d e p u t y  m i n e r a l  s u r v e y o r s  that 
h a v e  b e e n  r e c e n t l y  a p p o i n t e d  are  
for  d i s t r i c t s  in t h e  I n t e r i o r  o r  a l o n g  
th e w e s t e r n  c o a s t ,  and the b u s i n e s s  
is r a p i d l y  t e n d i n g  that  way.

T h e  r ep o r t  e n d e a v o r s  to m a k e  
m u c h  o f  the fact that J u n e a u  has 
b e t t e r  f a c i l i t i e s  for s u b d u i n g  fires  
t h a n  S i t k a  a n d  t h e r e f o r e  the r e c -  . 
o r d s  o f  the  v a r i o u s  fe d e r a l  o f f i c e s  
w o u l d  be s a f e r  th ere . Not to m e n­
ti o n  Mie  fact that the G o v e r n m e n t  
b u i l d i n g s  ar e  m o r e  I s o l a t e d  he r o



t h a n  w o u l d  be p o s s i b l e  in J u n e a u  
a n d  t h a t  all  o f  the  o f f i c e s  are  p r o­
v i d e d  w i t h  fi re  p r o o f  v a u l t s  or s a f e s  
w h e r e  t h e  m o r e  v a l u a b l e  r e c o r d s  
a r e  k e pt , it is w e l l  k n o w n  th a t  
w h e r e  w a t e r ,  t h r o u g h  h os e,  is u s e d  
to c h e c k  a c o n f l a g r a t i o n )  on e  is as 
l i a b l e  to d e s t r o y  t h e m  as th e  oth er.
If th e  f i r e  d o e s  n o t  c o n s u m e ,  the 
w a t e r  w i l l  r u i n  them.

It m u s t  not be f o r g o t t e n  th at  
S i t k a  ha s a v e r y  e f f i c i e n t  f i r e  C o m­
pany,  w h i c h  a l l o w s  no g r a s s  to 
g r o w  u n d e r  its feet  whe-te ate a l a r m  
is s o u n d e d .  It is p r o v i d e d  w i t h  
c h e m i c a l  e x t i n g u i s h e r s  a n d  a fire 
m u s t  be a l i v e l y  o n e  to  get a h e a d  
o f  i t .

F u r t h e r  m o r e ,  f r o m  p r e s e n t  i n­
d i c a t i o n s  nc c o n s i d e r a b l e  t i m e  w i l l  
e l a p s e  b e f o r e  S i t k a  w i l l  be as w e l l  
s u p p l i e d  w i t h  w a t e r  for all p u r p o s e s  
as afcy t o w n  m  A l a s k a .  We u n d e r­
st a n d  t h a t  a g e n t l e m a n  w h o  r e­
p r e s e n t s  a b u n d a n t  c a p i t a l  h a s  a p­
p l i e d  for a r i g h t  o f  wa y  for m a i n s  
t h r o u g h ,  arid r e s e r v a t i o n s  for r e­
s e r v o i r s  on th e  p u b l i c  d o m a i n  for 
th e p u r p o  e o f  b r i n g i n g  w a t e r  i n t o  
th e town. W h e n  t h i s  is d o n e  an 
e l e c t r i c  l i gh t p l a n t  is s ur e to f e l l o w .

T h e  i n a c c e s s i b i l i t y  o f  S i t k a  is a l s o  
e x p l o i t e d .  In t h i s  m a t t e r  t h e  c o m­
m i t t e e  i n d u l g e s  In m i s l e a d i n g  
s t a t e m e n t s  w h i c h  a r e  u n w o r t h y  of 
them. It is t r u e  t ha t for a b o u t  
t h r e e  m o n t h s  d u r i n g  the  w i n t e r  
S i t k a  h a s  o n l y  a s e m i - m o n t h l y  
m a i l ,  but d u r i n g  th e  o t h e r  s e a s o n s  
it is s e r v e d  m u c h  m o r e  f r e q u e n t l y .
In r e g a r d  to t h e  m a l l  bo at,  that 
c o m e s  h er e,  b e i n g  o n l y  a s m al l  o n e  
a3 the r e p o r t  a s s e r t s ,  s u f f i c e  it 
to say it is o n e t h a t  p l ’es, b e t w e e n  
J u n e a u  a n d  S e a t t l e  a n d is as l a rg e  
as the a v e r a g e  t h a t  n a v i g a t e s  the 
n a r r o w  a n d  d a n g e r o u s  Jn r ld e  
c h a n n e l s .

H o w e v e r  a r r a n g e m e n t s  w i l l  so on  
be c o n s u m m a t e d  by w h i c h  S i t k a  
will  be p r o v i d e d  w i t h  a w e e k l y  
m a i l  d u r i n g  th e  e n t i r e  year.

But s p a c e  f o r b i d s  any  f u r t h e r  
r e v i e w  o f  t h i s  r e m a r k a b l e  r e p o r t .
We a s s u r e  o u r  s i s t e r  c l t y » w h o s e  
m i s f o r t u n e  It is to  be  so n e a r  the 
b o u n d a r y  line, t ha t we b e a r  h e r  no

ill w i l l .  We s i n c e r e l y  ho p e to 
e n t e r t a i n  m a n y  o f  h e r  c i t i z e n s

w h e n  we  c e l e b r a t e  
w i t h  the  out side  
o c e a n  c a b l e  line,

o u r  c o n n e c t i o n  
w o r l d  by  the
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AN  I N T E R E S T I N G  L E T T E R .

In R e g a r d  to t he  R e m o v a l  
O f  T h e  C a p i t a l

F R O M  S I T K A  T O  J U N E A U .

T h e  f o l l o w i n g  l e t t e r  wa s  w r i t t e n  
by a g e n t l e m a n  w h o  t a k e s  g r e a t  
i n t e r e s t  in a l l  m a t t e r s  p e r t a i n i n g  to 
A l a s k a .  It w a s  p r e p a r e d  for th e 
i n f o r m a t i o n  o f  t h o s e  to  w h o m  it is
a d d r e s s e d ;  but ao it c o n t a i n s  m u c h
th at, we t h i n k ,  w i l l  be  o f I n t e r e s t  
to o u r  r e a d e r ,  in all  p a r t s  of the 
t e r r i t o r y ,  he k i n d l y  p e r m i t t e d  it to 
a p p e a r  in th e c o l u m n s  o f  The 
A ] a s k a n .

S i t k a ,  A l a s k a ,  F e b 2 ^ ,  1900.
To o u r  S e n a t o r s  and

R e p r e s e n a t i v e s ,
In C o n g r e s s .

S i r s :
As t h e r e  s e e m s  to be c o n s i d e r a b l e  

d i s c u s s i o n  a b o u t  r e m o v i n g  the 
c a p i t a l  o f  A l a s k a  f r o m  S i t k a  to 
J u n e a u ,  a n d  b e l i e v i n g  as I do it 
Is not f o r  the be st  I n t e r e s t s  e i t h e r  o f  
t h e G o v e r n m e n t  o r  th e  p e o p l e  o f  
A l a s k a  t h a t  a n y  c h a n g e s  be m a d e  
n o w  o r  u n t i l  t h i s  D i s t r i c t  b e c o m e s  
m o r e  d e f i n i t e l y  a n d  p e r m a n e n t l y  
s e t t l e d ;  at p r e s e n t  at l eas t the p o p u­
la t i o n  is t o o  f l u c t u a t i n g  for C o n g r e s s  
to d e a l  i n t e l l i g e n t l y  w i t h  t h i s  
p r o p o s i t i o n .

I t h e r e f o r e  i n c l o s e  c l i p p i n g s  
t a k e n  f r o m  th e A l a s k a n > a n e w s p a p e r  
p u b l i s h e d  at S i t k a ,  g i v i n g  s o m e  
v e r y  g o o d  r e a s o n s  w h y  no  c h a n g e  
s h o u l d  be m a d e  at t h i s  time.

L o o k i n g  at t h i s  f r o m  G o v e r n m e n t­
al a n d  p o i n t  it w il l r e a d i l y  be s e e n  
the G o v e r n m e n t  own." all the p u b l i c  
b u i l d i n g s  at S i t k a  n o w  u s e d  and  
o c c u p i e d  by th e v a r i o u s  o f f i c i a l s  
( e x c e p t p o s s l b l y  the L a n d  O f f i c e  
an d e v e n  tha t is o n  G o v e r n m e n t  
la nd) t h e r e b y  t h e  G o v e r n m e n t  s a ve s  
a l a r g e  a n n u a l  o u t l a y  fo r re nts ; a n d  
the g o v e r n m e n t  at c o n s i d e r a b l e  e x­
p e n s e  h a v e  not o n l y  k e p t  t h e s e  
b u i l d i n g s  in r e p a i r s  but  »ave b u i l t  
l a r g e  f i r e  p r o o f  v a u l t s  fo r the  b e t t e r
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p r o t e c t i o n  of all  p u b l i c  r e c o r d s ,  be­
si d e s  the G o v e r n m e n t  o w n i n g  s u f­
fi c i e n t  ground, a r o u n d  eac. and 
e v e r y  one  of  t h e s e  b u i l d i n g s  t h e y  
c a n n o t ) w i t h o u t  the c o n s e n t  of the 
G o v e t n m e n t  be e n d a n g e r e d  by 
i n d i v i d u a l s  e r e c t i n g  c o n t i g u o u s  
b u i l d i n g s ,  t h u s  m a k i n g  t h e m  c o m­
p a r a t i v e l y  saf e f r o m  fires.

A n d  t h e r e  is no  n e c e s s i t y  of  the 
G o v e r n m e n t  e v e r  h a v i n g  to do so 
as s h e  a l r e a d y  has  a b e a u t i f u l  t ra ct  
of  som e t e n  or f i f t e e n  a c r e s  o f  l a n d  
r e s e r v e d  e x p r e s s l y  f or  o t h e r  p u b l i c  
b u i l d i n g s  as o c c a s i o n  m a y  h e r e a f t e r  
r e q u i r e .  \ To all  s u c h  l a n d s  the 
G o v e r n m e n t  h o l d s  u n q u e s t i o n e d  
and u n d i s p u t e d  t i tl es .

In ca se  of  r e m o v a l  t h e s e  b u i l d i n g s  
w o u l d  be a b a n d o n e d  an d  go into  
d i s u s e  and  p o s s i b l y  d e s t r o y e d  or 
.lumped by  some  e n t e r p r i s i n g  
c i t i z e n s  as has b e e n  d o n e  e l s e  where.

It s e e m s  so me  cf  o u r  so c a l l e d  
m i n e r s  h a v e  no r e s p e c t  fo r e i t h e r  
G o v e r n m e n t  r e s e r v e  la nds  o r  b u r i a l  
g r o u n d s ;  for the g r o u n d  r e s e r v e d  at 
J u n e a u  for c o u r t  h o u s e  p u r p o s e s  is 
n o w  c l a i m e d  by s u c h  m i n e r s  as 
m i n e r a l  g r o u n d ;  h e n c e  the f o r t y - f i v e  
t h o u s a n d  d o l l a r s  a p p r o p r i a t e d  by 
C o n g r e s s  for the e r e c t i o n  o f  a s u i t­
ab l e  c o u r t  h o u s e  an d Ja i l at J u n e a u  
s o m e  two y e a r s  ago  ha s an d is b e i n g  
h e l d  up by so m e o f  t h o s e  e n t e r p r i s­
ing m i n e r s .

If the G o v e r n m e n t  In tw o y e a r s  
c a n n o t  s e c u r e  t i t l e  to e n o u g h  land  
In J u n e a u  for the o n e  b u i l d i n g ,  
h o w  ca n  it be e x p e c t e d  th at  s u f­
fi c i e n t  g r o u n d  c o u l d  e v e r  be s e­
cu r e d  for  the d u p l i c a t l o n g  o f  the 
b u i l d i n g s  n o w  o w n e d  a n d  o c c u p i e d  
at. S i t k a ,  u n l e s s  it w o u l d  be at 
f a b u l o u s  p r i c e s  for e i t h e r  the 
g r o u n d  o r  ren tal .

In the e a r l y  h i s t o r y  o f  J u n e a u  
the C a t h o l i c  a n d  G r e e «  c h u r c h e s ,  
t.he P r e s b y t e r i a n  M i s s i o n ,  the 
m i n e r s  a n d  the p e o p l e  o f  J u n e a u  
s e l e c t e d  b u r i a l  g r o u n d s  n e a r  by -*r»d 
b u r l e d  t h e i r  d e a d  t h e r o n ;  n o w  a p­
p l i c a t i o n  has a l r e a d y  b e e n  f i l e d  on 
s om e, if not all of  t h e s e  b u r i a l



g r o u n d s  by m i n e r a l  a p p l i c a n t s .
O w i n g  to  th e c o n t r a c t e d  l o c a t i o n  

o f  J u n e a u  al l o f  th e a v a i l a b l e  
g r o u n d  s e e m s  t o h a v e  a l r e a d y  b e e n  
i m p r o v e d  a n d  o c c u p i e d ,  an d  the  
c o s t  i n e i t h e r  ca se  w o u l d  be five  
o r  six  f o l d  g r e a t e r  t h a n  it n o w  c o s t s  
o r  w i l l  c o s t  t h e  G o v e r n m e n t  if th e  
c a p i t a l  r m a i n s  at Si tka .

W h y  an y  o f f i c i a l  s h o u l d  f a v o r  or 
e n c o u r a g e  the  c h a n g e ,  if any  are 
d o i n g  so, w o u l d  be m o s t  d i f f i c u l t  to 
e x p l a i n  u n l e s s ,p e r c h a n c e , t h e y  l i k e  
s o m e  o f  t h e  L o b b y  y o u  n o w  h a v e  in 
W a s h i n g t o n  w o r k i n g  f o r  th is,  e i t h e r  
o w n  o r  e x p e c t  to  o w n  b l o c k s  o f  
r e a l  e s t a t e  or s t o c k  in e l e c t r i c  
l i g h t s  w a t e r  o r  o t h e r  p l a n t  w h i c h  
t h e y  s e e k  to d i s p o s e  of to t h e  G o v­
e r n m e n t  b e f o r e  the b o o m  is over.

W h a t e v e r  t e n d s  to  m a k e  it m o r e  
e x p e n s i v e  to t h e  G o v e r n m e n t  t e n d s  
t o i n c r e a s e  the co s t of l i v i n g  to e a c h  
a n d  e v e r y  o f f i c i a l ;  t h e r e f o r e  as r e n t s  
a n d  l i v i n g  at J u n e a u  a r e  m u c h  
g r e a t e r  t h a n  at Sit ka , (ar.d It Is c l e a r  
e n o u g h  h e r e _  p r e s e n t  s a l a r i e s  b e i n g  
i n s u f f i c i e n t ,  but  few if an y  of  the  
o f f i c i a l s  w o u l d  be s a t i s f i e d  to r e­
m o v e  u n t i l  t h e i r  s a l a r i e s  w e r e  s u r -  
f i c i e n t l y  i n c e a s e d  to c o m p e n s a t e  
f o r  s u c h  c h a n g e .

It is n o t i c e d  t h a t  b i l l s  h a v e  a l­
re a d y  b e e n  I n t r o d u c e d  l o o k i n g  to an 
I n c r e a s e  in t h e  s a l a r i e s  of so me  of  
th e o f f i c i a l  al l s h o u l d  be i n c l u d e d  
in s u c h  bi l ls .

N o w  we c o m e  to c o n s i d e r  so m e  
o f  th e  c l a i m s  put  f o r w a r d  by the 
J u n e a u  p e o p l e  t h e m s e l v e s .

T h e y  c l a i m  t h e y  are m o r e  n e a r l y  
'he c e n t e r  of p o p u l a t i o n ,  t h i s  Is not, 
n e v e r  w a s , n o r  n e v e r  w i l l  be tr ue.  By 
g l a n c i n g  at t h e  m a p  it c a n  r e a d i l y  
be  s e e n  th a t J u n e a u  is l o c a t e d  at 
a l m o s t  th e e x t r e m e  E a s t e r n  b o u n d­
ary l i n e  a l o n g  wh at  Is K n o w n  &3 the 
I n l a n d  or E a s t e r n  c h a n n e l ,  w h i c h  
rout-* w a s  f ir st  e s t a b l i s h e d  by the 
o l d  H u d s o n  bay c o m p a n y  to s u p p l y  
the  v a r i o u s  f o r t s  a n d  t r a d i n g  p o s t s  
t h e y  h a d  e s t a b l i s h e d  in B r i t i s h  
C o l u m b i a .  T h e  i n i t i a l  p o i n t  f o r­
m e r l y  was  f r o m  V i c t o r i a  to F o r t  
H o p e  o r  Y a l e  o n  F r a z i e r  riv er .
As o u r  p r o s p e c t o r s  a n d  m i n e r s  
p u s h e d  on  t h e i r  f o r w a r d  and o n­
w a r d  m a r c h  o f  p r o g r e s s  to the

S t i c k e e n ,  t h e n  t h i s  r o u t e  was e x­
t e n d e d  to Fort  W r a n g e l  w h i c h ,  f o r  
a l o n g  ti me, b i d  f a i r  to o u t - r i v a l  
a n y  an d  all  o t h e r  i n l a n d  t o w n s  
a l o n g  tha t ro ute . W h e n  t h e  p r o s­
p e c t o r s  and  m i n e r s  o p e n e d  up the 
A t l i n  c o u n t r y  th e  r o u t e  w a s  e x­
t e n d e d  to S k a g w a y  and  D y e a  at th e 
h e a d  of  L y n n  canal. T h e r e f o r e  
J u n e a u ' s  i m p o r t a n c e  as a f l o u r i s h­
i n g  t o w n  is du e l a r ge ly ,  if not 
w h o l l y ,  to the fact tha t it, f o r  a 
t i m e ,  was  one o f  th e m a n y  s u p p l y  
s t a t i o n s  a l o n g  that r o u t e  for  the  
m i n e r s  a c r o s s  the  li ne  to  B r i t i s h  
C o l u m b i a  and  s o m e  of  the I s l a n d s  
n e a r  by. But, n e v e r  h a v i n g  b e e n  
t h e  t e r m i n u s  of  an v ro u t e ,  she c a n  
n e v e r  b e c o m e  th e c o m m e r c i a l  
m e t r o p o l i s ,  as S e a t t l e  an d  V i c t o r i a  
c l a i m  the d i s t i n c t i o n  of b e i n g  at 
th e  on e en d w h i l e  S k a g w a y  and 
D y e a  c l a i m  the d i s t i n c t i o n  of  b e i n g  
at th e o t h e r  e n d  of  that route.

N o w  as the b u l k  of the m i n i n g  
p o p u l a t i o n  was fi rst a l o n g  F r a z i e r  
r i v e r ,  t h e n  the S t i c k e e n ,  t he n  
A t l i n ,  t h e  K l o n d ' k e  an d o t h e r  
p l a c e s  n o r t h  an a  west of e i t h e r  
J u n e a u ,  S k a g w a y ,  D y e a  or S it k a ,  
it c a n r e a d i l y  be s e e n  th a t e i t h e r  
Fort W r a n g l e ,  S k a g w a y ,  D y e a  and 
D a w s o n  la nd  m o r e  an d b e t t e r  c l a i m s  
t h a n  J u n e a u  e v e r  ha d o f b e i n g  
n e a r e r  the  c e n t e r  o f  p o p u l a t i o n .

C i r c l e  city, at on e  t im e, bid  fair 
to o u t r i v a l  e i t h e r  as a c e n t r a l  
m i n e r a l  po i nt ; n ow  C i r c l e  ci t y 13 so 
n e a r l y  d e p o p u l a t e d  that  it has  a l ­
r e a d y  b e e n  r e c o m m e n d e d  t h a c  the 
L a n d  O f f l o w  l o c a t e d  th re be a b a n d o n e d

If t h e r e  i3 not s u f f i c i e n t  b u s i n e s s  
a n d  p o p u l a t i o n  to suppcrt-fht. La n d  
O f f i c e  wh y is it p r u d e n t  to e s t a b l i s h  
a J u d i c i a l  b r a n c h  t h e r e ?

W h a t  is tr ue  o f C i r c l e  c i t y  is to 
s o m e  e x t e n t ,  t ru e o f  o t h e r  i n l a n d  
a n d  m i n i n g  tow ns ; e i t h e r  in the 
i n t e r i o r  o r  a l o n g  th i s e a s t e r n  w a t e r  
r c u t e ,  t h e y  to o ar e  fast b e c o m i n g  
d e p o p u l a t e d  a3 th e p e o p l e  last 
s p r i n g  a n d  s u m m e r  w e r e  r u s h i n g  to 
t h e  C o p p e r  r i v e r ,  C a p e  N o m e  an d 
o t h e r  n w d i s c o v e r i e s .  It is e v e r  
t h u s  in all m i n i n g  c o u n t r i e s ,  In 
o r d e r  to  k e e p  p a c e  w i t h  t h e s e  
f l u c t u a t i o n s  It w o u l d  be n e c e s s a r y  

to h a v e  all p u b l i c  b u l l d l n g G  on  b oat s



or  w h e e l s  to f o l l o w  th e  c h a n g i n g  
p o p u l a t i o n .

N o w  as to c o m p a r i s o n  of  t h e s e  
t w o  w a t e r  routes, the on e we d e­
s i g n a t e  as t h e  i n l a n d  or  e a s t e r n  
r o u t e ,  is at b e s t  a v e r y  h a z a r d o u s ,  
d a n g e r o u s  r o u t e ,  i n a c c e s s i b l e  to all 
s a i l i n g  c r a f t s ,  a n d  r e q u i r i n g  f r o m  
t h r e e  to f iv e d a y s  l o n g e r  t i m e  for  a 
s t e a m e r  to m a k e  th e  r o u n d  t r i p  
f r o m  e i t h e r  Sa n F r a n c i s c o ,  P o r t­
land,  or S e a t t l e  to an y  of  t h e  t o w n s  
l o c a t e d  as S i t k a  a n d m a n y  o f  the 
o t h e r  t o w n s  al l  a l o n g  the Pacific, 
o c e a n  by  the all  o c e a n  route.

T h e  on e  is o p e n  an d  s af e a l i k e  to 
all v e s s e l s  w h e t h e r  d r i v e n  b., s t e a m  
o r sai ls . I*- is the r o u t e  l e a d i n g  
a l i k e  to m o s t  al l p o r t s  in c e n t r a l  
a n d  w e s t e r n  A l a s k a ,  L e r i n g  sea, 
the O r i e n t  a nd  t h e  P h i l i p i n e  
I s l a n d s  as w e l l  and  w h e n  the 
N i e a r a n g a  c a n a i  is c o n s t r u c t e d  it 
wi l l b e c o m e  t h e s h o r t e s t ,  s a f e s t  and 
be s t r o u t e  for a l l  o u r  c o m m e r c i a l  
n a t i o n s .

It c l a i m e d  that  m o r e  m i n e r a l  
p a t e n t s  h a v e  b e e n  i s s u e d  to l a n ds  
in a n d  a r o u n d  J u n e a u  t hen - f r o m  
an y a n d  all o t h e r  p o i n t s  in all 
A l a s k a .  G r a n t i n g  th i s to be so,
It w a s  e q u a l l y  t r u e  in the e a r l y  
h i s t o r y  o f  C a l i f o r n i a ,  O r e g o n ,  
W a ^ t n g t o n , Td a h o ,  C o l o r a d o  an d  
?^jntana, a n d  e v e r y  o t h e r  m i n e r a l  
co u nt ry .

It o n l y  g o e s  to p r o v e  th at  m i n e r a l  
a p p l i c a t i o n s  are  not m a d e  e x c e p t  
w h e n  the l an ds h a v e  b e e n  first m a d e  
v a l u a b l e  as  real  e s t a t e  h o l d i n g s  
i n d e p e n d e n t  o f  t h e i r  m i n e r a l  
c h a r a c t e r ,  by r e a s o n  o f  t h e i r  l o c a­
ti o n  on s o m e  t h r m g h f a r e  or  by t h e i r  
c o n t i g u i t y  to s o m e  v l l l l a g .  o r  town; 
w a s it e v e r  s e r i o u s l y  u r g e d  by the 
s t a t e s  a b o v e  n a m e d  as a r e a s o n  w h y  
th e c a p i t a l  o f  t h o s e  s t a t e s  s h o u l d  
c h a n g e  w i t h  e a c h  an d e v e r y  n e w  
d i s c o v e r y ,  or c h a n g e  in he ce  'ter 
of  a m i n i n g  p o p u l a t i o n ?

If n o t ^ w h y  t h i 3  e f f o r t  to c h a n g e  
A l a s k a ' s  c a p i t a l ?

If it 1 s b e t t e r  for th e p u b l i c  g o o d  
a n d  s e r v i c e  t h e n  t h e r e  3 h o u l d  be 
s o m e  f i x e d  p o l i c y  by w h i c h  su ch  
c h a n g e s  c o u l d  be m o r e  s p e e d i l y  met  
w h e n  the  c e n t e r  o f  p o p u l a t i o n  do es  
t a k e  e f f e c t  . T h e  f ac ts  a re  t h i s  l o ok s

t o o m u c h  like so me  i n t e r e s t e d  
p a r t i e s  w e r e  s e e k i n g  to b o l s t e r  up 
th e w a n i n g  f o r t u n e s  o f some t r a n s­
p o r t a t i o n  lines, s o m e  re a l e s t a t e  or 
t o w n  b o o m e r s  to be s e r i o u s l y  c o n­
s i d e r e d  by  C o n g r e s s .  A d m i t t i n g  
t h a t  S i i k a  an d  fo r th at  m a t t e r  all 
o t h e r  t o w n s  s i t u a t e d  a l o n g  the 
o c e a n  b e a c h ,  are  a n d  wi ll  be s o m e­
w h a t  i s o l a t e d  so l o n g  as t h e  p e o p l e  
of  all A l a s k a  s h a l l  be c o n f i n e d  to 
one  s i n g l e  w a t e r  r ou t e ,  a n d  t ha t  
one  a l o n g  o u r  e x t r e m e  e a s t e r n  
b o u n d a r y ,  an d  f o r m  f o r e i g n  lands.

T h i s  w i l l  not and  c a n n o t  m u c h  
l o n g e r  r e m a i n  true, f o r the o c e a n  
a n d  w e s t e r n  r o u t e  m u s t  s u p p l y  
e q u a l  f a c i l i t i e s  to all c e n t r a l  and 
w e s t e r n  A l a s k a ,  as the a d m i n i s t r a­
ti o n  has a l r e a d y  w i s e l y  a p p o i n t e d  
B r i g a d i e r  G e n e r a l  R a n d a l l  and 
e q u i p p e d  h i m  to b u i l d  M i l i t a r y  
c o d e s  and T e l e g r a p h  lines c o n n e c t­
ing all p o i n t s  in A l a s k a  w i t h  the  
out si d e world.

T h e  v e r y  fact of S i t k a  b e i n g  so 
f a v o r a b l y  l o c a t e d  on the sea w i t h  
the be st  and sa f e s t  h a r b o r  in all 
A l a s k a ,  a c l i m a t e  fr o m te n to f o r ty  
d e g r e e s  w a r m e r  t h e n  e i t h e r  J u n e a u  
o’" a n y  o t h e r  o f the i n t e r i o r  to wn s ,  
w i t h  a m p l e  a n d  a v a l l a v l c  g r o u n d s  
for b u i l d i n g  a c it y,  w i t h  fine r o a d s  
for m i l e s  a r o u n d ,  w i t h  good  p u r e  
w a t e r  n e a r  by, w i t h  e x c e l l e n t  f a c i l­
it i e s  for d r a i n a g e  g o e s  to rnak®
S i t k a  the m o s t  he lthful an d  d e­
s i r a b l e  for r e s i d e n c e s  in all Al a s k a .

S h e  is s u r r o u n d e d  by m o u n t a i n s  
o f  low  g r a d e  ore that b i d s  f a i r  to 
out  r i v a l  t h o s e  of  J u n e a u ,  Dougl as.  
I s l a n d  o r  o t h e r  p o i n t s  In s o u t h  e a s t­
er n  A l a s’a; o n l y  w a i t i n g  c a p i t a l  
to d e v e l o p o  t h e s e  p r o p e r t i e s .

W h o  s a y s  S i t k a  h a s  not a g r e a t e r  
f u t u r e  b e f o r e  h e r  t h a n  h e r  r iv al  
a l o n g  L y n n  C a n a l .  W h i l e  J u n e a u  
b o a s t 3  o f  h a v i n g  o b t a i n e d  o r  a p­
p l i e d  fo r m o r e  p a t e n t s  ot m i n e r a l  
l an d s ,  tne  r e c o r d s  o f  the S i t k a  Land 
O f f i c e  an d t h o s e  o f the I n t e r i o r  
D e p a r t m e n t  s h o w  six to o n e  m o r e  
s u r v e y s  an d a p p l i c a t i o n s  to n o n­
m i n e r a l  la nds  'St o f  S i t k a  t h a n  
e v e r  c a m e  f o r m  J u n e a u  and  all its 
t r i b u t a r i e s  And In du e t i m e  
w h e n  the w e s t e r n  and o c e a n  r o u t e  
is f a i r l y  e s t ab li sh  * the great



m a j o r i t y  of m i n e r a l  e n t r i e s  m u s t  an d 
w i l l  c o m e  f r o m  th e c e n t r a l  and  
w e s t e r n  p o r t i o n  o f  t h i s  D i s t r i c t .

T h e r e  is n o w  e v e r y  i n d i c a t i o n  
o f  m o r e  b u s i n e s s  c o m i n g  f o r m  
P r i n c e  W i l l i a m s  S o u n d ,  Va l d e s .
C o p p e r  R i v e r ,  K od ia k,  Y a k u t a t ,  
a n d  o t h e r  p o i n t s  to the w e s t w a r d  
t h a n  e v e r  c a m e  f r o m  the  p l a c i d  
d i s c o v e r i e s  m a d e  in the  K l o n d i k e  
m i n e r a l  belt.

T h e s e  s t a t e m e n t s  can a n d  wi l l be 
v e r i f i e d  by th e r e c o r d s  in the 
v a r i o u s  L a n d  O f f i c e s  t h r o u g h o u t  
t h i s  D i s t r i c t  by the r e c o r d s  of  the 
I n t e r i o r  and  o t h e r  D e p a r t m e n t s  in 
W a s h i n g t o n  ar w e l l  as by e v e r y  
S e n a t o r  nr M e m b e r  o f  the H o u s e  of 
R e p r e s e n a t i v e s  t o u r i s t s ,  o r  o t h e r  
p e r r c n s  w h o  e v e r  h a v e  v i s i t e d  
A l a s k a  s a v e  an d e x c e p t  p o s s i b l y  
th e  few w h o s e  p e r s o n a l  i n v e s t m e n t s  
a n d  p e r s o n a l  i n t e r e s t s  ma y  c o n f l i c t  
t h e r e w i t h .  V e r y  r e s p e c t f u l l y .


