[image: image1.png]


          COLA (Cost of Living Allowance)                              

                      Update Briefing

Date/Times:
Friday, April 30, 2004    0830am – 0930am

                                                              1000am  – 1100am 

                    
(Sessions are identical)

Place:            
Banyans Conference Center

                      
Bldg. 1247

                      
Pearl Harbor Boulevard

For:                
Federal Civilian Employees and other
employees that may be impacted.                  

Joyce Matsuo with the Oahu COLA Defense Committee will brief employees on the upcoming Pacific COLA surveys and the impact the surveys will have on our current COLA rate, as well as other issues of concern for federal civilian employees.  Ms. Matsuo will give a short presentation, then open the forum for questions.

Federal civilian employees are invited to attend these sessions.  Seating is available for approximately 300 people per session.  Ms. Matsuo’s handout for this brief is attached.

                                                Sponsored By:

                                                       Human Resources Office (HRO)

                                                       Commander Navy Region Hawaii

Attachment

COLA UPDATE – March 2004

1.   Caraballo – Final Distribution – The settlement award was a fixed amount of over $200 million.  More than 95% of the class members responded and received their first distribution checks of back pay COLA.  The award amount also covered the administrative expenses of processing the back pay COLA checks and the expenses of the COLA Committees to work with OPM in implementing the new safe harbor principles in the initial three-year cycle of COLA surveys.      

There continues to be a question of the class trust being subject to federal tax liability.  The trustee is continuing to research this.  If such a liability is due, the remaining settlement funds will be used to pay for this.  

Therefore, it is very unlikely that there will be a second check to class members.  If there is a second distribution, the amount per person will be very minimal.

2.  COLA Surveys under the new COLA methodology:

 a.  Results of the Caribbean COLA Area survey completed in 2002:  

	
	Puerto Rico
	Virgin Islands

	1998 Survey – index


	    105.93
	     116.33

	2002 New Survey – index

       + non-price factor
	      96.74

        7.00
	     111.77

         9.00

	       Total – new index
	    103.74
	     120.77

	New COLA Rate


	        4.00%
	       21.00%

	Current COLA Rate
	       11.50%
	       22.50%


 b.  Results of the Alaska COLA Area survey completed in 2003:  

	
	Anchorage 
	Fairbanks
	Juneau
	Rest of Alaska

	1998 Survey – index


	   105.65
	     109.19
	110.46
	131.58

	2003 New Survey – index

       + non-price factor
	   106.71

       7.00
	     107.80

         9.00
	110.96

    9.00
	126.82

    9.00

	         Total – new index
	   113.71
	     116.80
	119.96
	135.82

	New COLA Rate


	     14.00%
	     17.00%
	 20.00%
	 25.00%

	Current COLA Rate
	     25.00%
	     25.00%
	25.00%
	 25.00%


 c.  Pacific Area Survey –

· In January 2004, OPM began meeting with employees in each Pacific COLA areas to form the CACs ( COLA  Advisory Committees).  These committees will assist OPM in planning the surveys. 

· The actual surveys will be conducted in early March 2004.    

· The preliminary results will be reviewed in September 2004.

· The final results will be reported to the CAC in December 2004.

· Results will be published in the Federal Register in early 2005 with a 60-day comment period.


· Comments and responses will be published subsequently with a 30-day comment period.  Final results will then be published.

· Current COLA rates are frozen until the new rates go into effect for all COLA areas, probably in January 2006.  If decreases are warranted, the decrease cannot be more than 1% per year.   

· Projected Rates for the State of Hawaii – 

	
	Hawaii
	Maui
	Oahu
	Kauai

	1998 Survey Index


	     110.89
	     120.32
	     124.51
	   117.19

	Projected Index

  + Non-price factor
	     106.00

     +  7.00
	     114.00

     +  7.00
	     115.00

     +  5.00
	   111.00

   +  7.00

	New Survey Index
	     113.00
	     121.00
	     120.00
	   117.00

	New COLA Rate


	       13.00%
	       21.00%
	       20.00%
	   18.00%

	Current COLA Rate
	       16.50%
	       23.75%
	       25.00%
	   23.25%




Note:  These projections are based on 1998 survey results.  The new COLA methodology considers rental costs versus homeowners’ costs.  


d.  Second 3-Year Survey Cycle – The next cycle begins in 2005 when the Caribbean area will be surveyed; Alaska in 2006 and the Pacific in 2007.  With this second cycle, OPM will begin making interim yearly adjustments to the COLA rates based on the CPI.  


     Conceivably then, if COLA reductions begin in January 2006, COLA areas like Puerto Rico and Alaska will face yearly 1% decreases until their rate reaches the COLA rate determined by the latest survey or by interim CPI adjustments. 

3.    Other authority, legislation, etc. affecting COLA – 


a.  PL 108-83 (HR 2657) - Alaska’s Senator Stevens succeeded in passing PL 108-83 (HR 2657) which allows a senator from a noncontiguous State to pay a cost of living allowance (up to 25%) to their staff employees working in that State and that allowance is treated as basic pay which counts toward retirement.    Their COLA will be fully taxable for federal income tax purposes.  


Senator Inouye will not pay COLA to his local staff until the COLA problem is fixed for the general schedule and Postal Service employees.


b.  Pay Banding - When DHS and FAA finalize their pay banding systems, there will no longer be any annual ECI pay raises – only annual locality pay raises.   Since we do not receive locality pay in COLA areas, base pay for DHS and FAA employees in COLA areas will lag even further behind their counterparts in the 48 states.   This will cause a “new pay gap” between COLA areas (and other overseas areas) and the 48 states.   

    The new DOD Pay Authority will incorporate pay-for-performance as well.  With DOD, which is the largest federal employer in Hawaii, joining this trend to a market-based compensation system, base pay for the greater majority of federal employees in COLA areas will fall victim to this “new pay gap”.   

     In the COLA areas, other civilian agencies that remain under the general schedule system will continue to receive ECI raises.    

     COLA will continue to be paid to all employees in COLA areas. 

(Note:  DHS has published its new personnel system in the Federal Register for a 30-day comment period.   DOD expects to publish its new personnel system in the near future.)  

4.  Addressing the Retirement Inequity Between COLA and Locality Pay Areas:

At this time, our Hawaii senators have not supported any proposals addressing the retirement inequity between COLA and locality pay areas.  Senator Inouye’s staff has asked that the Hawaii COLA surveys be completed before they consider any action. 






