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INTRODUCTION
I.  PURPOSE . : , '

wee-~Thig-manual- £s-intended  for.-use-as-a. training publication.and. as a. guide for. -Investigators
working wage compliance cases.,

The manual is‘divided into ten sections. They contain a comprehensive review of the Pay
Board Regulations which remain in effect' for those industries under mandatory control and
serve as guidelines for the voluntary sector.

To completely develop cases, you must have a thorough understanding of .the computations
prescribed by the Pay Board Regulations and the criteria for exceptions. Computations are
-~discussed-in-Chapter—III.-~Exceptions.and-.exemptions..are.discussed_in_Chapter I._ _The manual

also contains sections discussing Phase IV Regulations, the November 1971 recodification,
Forms S-82 and S-102, and a sample case file and problems. ‘ :

_ Where appropriate, references are made throughout the text to the Regulations and various
. forms.

I ROLE_OF THE INVESTIGATOR

The role of the Investigator in Phase III has been expanded from that of Phase II;”WTE’”

additlon to conducting investigations to determine compliance in the mandatory sector, you
- will conduct fact-finding investigations in the voluntary sector, Such investigations will
.be conducted at the request of the Cost of Living Council. !

In these fact-finding_investigatione; you will determine how increases granted by firms
relate to the General Standard. You will-also determine if increases granted by the firm in
excess of 5,5% would have been permitted under any of thé statutory exceptions or if the

- increases can be justified on the basis of gross inequity or severe hardship.

Include these determinations in your report with a recommendation of action,‘if any,’
which the Cost of Living Council should take with respect to the increases granted.

ERIC
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GENERAL PAY STANDARD AND EXC#PTIONS ‘

:
Yowr

Chapter I

1.1 INTRODUCTION

Subpart B of the Pay Board Regulations sets forth the maximum permissible annual aggregat¢
increase with respect to an appropriate employee unit. ~The General Pay Standard for such in-
‘creases is established as 5.5%. :

i

" Certain statutory exceptions to the Standard permit increases of up to 7%. Other excep-
tions (tandem qualified’benefits and governmental wage determinations) are provided which
allow increases_in excess of the Standard (without the 7% limitation) 1f certain criteria are
met. -Also, exceptions were granted by the Pay Board on a case-by-case basis to prevent severe
‘hardships or gross inequities.

1.2 SMALL BUSINESS EXEMPTION

The Economic Stabilization Act- provided that exemptions for small businesses be allowed
as may be feasible without 1mpending the accomplishment of the purposes oi-the Stabilization
Program,

1.21 General Rule

The Pay adJustments of any firm with an average of 60 or’ fewer employees at specific
calendar quarters, are. exempt from wage controls after May 2, 1972,: The exceptions to this
are firms involved in construction, health services, certain master contracts, state mandates,
price categories I and II, and certain aspects of the food industry. -

1.22 Definitions

Firm (as opposed to employee unit) any partnership, corporation, association, etc., and
any entity directly or indirectly controlled by that corporation, association, partnership, or
proprietorship.

Employee - includes officers of corporations, common - law status as employee, agent-
driver, sales, --:casualior full time. Volunteer and non-paid (except for nominal work-
related expenses) people are not employees.

1,23 Computation )

1.231 Firms in existence December 31, 1971.-n

Average number of employees for pay periods ineluding 6-30-71, 9-30-71, 12-31-71,
3-31-72. The average is the number of employees in these pay periods-4 (or the number of
pay periods the firm was in existence if less than 4). If 60 employees or fewer, the firm is
exempt, ) .

1.232 New firms (after 12-31-71)

If fewer than 60 employees in the last pay period of the second quarter, average employees
in that pay period with first quarter figure. And so on until an average for 4 quarters is
established. Thereafter, the exemption is fixed.

If the firm is initially exempt, but becomes non-exempt,.the pay period determining non-
exempt status will also determine which control year the unit must begin filing exceptions
when it exceeds 5.5% or becomes non-exempt, whichever happens latest.

1.233 Changes in size of firm after exemption is established:

1. Firm expands or contracts number of employees = no effect.‘

Q Firm acquires or is acqﬁired by another firm, If both are exempt, the new entity is
ex1: l(:[f either is non-exempt, the new entity.is non-exempt. .

Aruitoxt provided by Eic:



:1,234 Changes in 'hon-exempt' status:

¥~m~mw»Lu - Lf~firm was-non-exempt-on- -the-effective- date of -the-regulations-involved;—it-cannot~—
subsequently qualify even 1f it is no longer in one of the non-exempt classifications.

2, If firm was exempt and subséquently falls into one of the non-exempt situations, the
firm does not lose exemption unless a master contract is negétiated.

_ No retfoactivity - Exempt units cannot renogotiate adjustments, place adjustments
into effect, or pay retroactive wages agreed to after August 15, 1971, which exceed 5.5%
for perinds prior to the effective date of the firm's exemption,

1.24 Applicability

Units in some industries are not exempt even if they meet the criteria, and units in e
others have special rules. :

1,241 Not'exempt:
1. engaged in construction
2. provides healtﬁ services - ‘nstitutional or noninstitutional

3. had annual sales or revenues in FY ending 5-2-72 of $50 million or more (price
_categories I and II). .

4, 1if pay adjustments for any firm in which 50% or more of the employees of the firm
were set before 5-3-72 by a master contract covering 60 or more employees, or by a jointly
negotiated association, '‘industry, area-wide, or group basis covering 60. or more employees.
(Either entire K or wage rates.)

5.. for those pay adjustments in an exempt firm that are now, or are hereafter set by
master or jointly negotiated contract covering 60 or more employees.

1.242 Special Rules (See Chapter IV for details.)
Food industry (and red meat dealers) firm only exempt if:

. 1. manufacturer, whoiesaler, retailer or Service organization who has less than 20%
‘of sales or revenues from sales of food and less than $50 million of annual sales or revenues
from sales of food; or = . .

2, employees are members of a uniﬁ-in which less:than 50% of' employees are engaged on
a regular and continuing basis in food operations, and who are members of a unit in which
less than 60 of such employees are engaged in food operations.,

"El{lC
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1.3.° Exceétions

“In considération of ‘thelong-term-produc-.ivity-trend; the -cost-of- 1iving, and he e e
objective of reducing inflation, the Pay Board established the General Wage and Salary
Standard. The establishment.Standard provided the opportunity, fn certain cases for wage and
"salary increases to be paid without prior approval and minimized the necessity for a large
administrative agency. .

However, an absolute percentage standard may not reflect the variety of compensation
practicés or-allow the flexitility necessary for an equitable transition from an uncontrolled
. ‘economy to an economy subject to wage and price controls.

The Pay Board established several exceptions to the general wage and salqry standard to
recognize certain general classes of inequities, including those inequities caused by a transi-
tion to a controlled economy. Generally, these exceptions are limited to an additiomnal 1,5%
or a maximum control year increase of 7%. The exceptions contained in Subpart B are not
intended to be an exhaustive list of equity considerations which may warrant.an exception to.
the general wage and salary standard. The ex~eptions reflect equity considerations which are
'broadly applicable to the economy and which may be easily stated as a general rule.

. Section 201.30 was established to provide flexibility in recognizing inequitable

" situations which were not susceptible to a general rule (e.g., wage comparability or produce
tivity), situations which did not meet the technical requirements of the specific exceptions,
or situations which necessitated increases in excess of 7 percent in order to correct the
inequity. The exceptions we'll consider are:

1. Tandem Wage_Relationship (201.12)

2. Tandem Qualified Bemefits (201.13)

3. Essential Employees (201.14)

4, Catch up (201.15)

5. Intra-Unit Inequities»(201;18)

6, Case-by-Case Determinations (201.30)

‘7. Covernmental Wage Determinations (201.17)
8. Cost of Living Allowance (201.64(a))

Form S-102 is an investigative tool for wage investigations. The complete form is dis-
cussed in Chapter 1I. Most exceptions have a separate worksheet. These are discussed in
this chapter, and are -found following the applicable section. : v
1.31 Tandem Relationship - Gemeral '

(Sections 201,12, 201.13, 201.30)

. Tandem relationship refers to a leader-follower relationship usually applied in an
"industry" concept. . That is, steelworkers' wages tend to follow other steelworkers' wages
very closely in a rather mechanical pattern.

""" Tandem may exist with respect to every item of compensation, to one item only (i.e.
.straight-time, number of holidays), or any combination (i.e. the value of a straight-time
increase in the lead unit may be divided between a straight-time increase and an extra holiday
in the follower unit)

Tandem may exist between disparate units that are subject -to the same ecoromic circum-
- stances-(i.e. non-union supervisors to union rank and file on longshoremen unloading boats
»onfn\j deck and teamsters loading the goods onto a truck from the. same dock),

[]zJﬂ:ndem may exist only within certain c1assifications of a unit.-
e i v



©'1,32 Tandem Wage and Salary Relationship (201,12)

el v.o.Tandem.must. exist..between..units.of .the-same.- employer.or..between.employee.units . muou
within a commonly recognized industry or local market area, BLS and SIC codes recommended.

. (See Question 1, Tandem Worksheet - Form §-102,) .

2. Tandem must have existed for the prior five consecutive years (Pay Practice) or two
preceding contracts (collective bargaining). If not two full contracts then five years are
. acceptable. (See Question 5, Tandem Worksheet,)

3. Amount and nature of increases in the leader and follower unit must have been
"generally equal in value" for the required time period.  This has been strict in terms of
. ‘inter-company and less strict for intra-company units. (See Questions 3 and 6, Tandem
- Worksheet,) ‘

: 4. The timing of increases in the follower unit must have been directly related for
the required time period to those of the leader unit, An identifiable consistent pattern
should be followed., (See Questions 4 and 6, Tandem Worksheet.)

5. The proposed increase must be effective no later than six months after the effective
~date of the tandem increase for the leader unit, Within reason, the six month rule is not
historical. (See Question 4, Tandem Worksheet.) '

6. Maintaining the tandem because of a lawful increase by the leader unit must result
in an increase above the standard for the follower. Leader need not exceed standard. (See
‘Question 2, Tandem Worksheet.)

1.321 Special Notes

A. Adding increases for required time period is not "generally equal." Relationshib
must be between adjustments.

B, The PB-3 shows the average increase for a unit both in terms of cents per hour and
percentage. Since the "job mix"™ will vary from one unit to another, tandem capnot usually be
established on the bias of the PB-3 alone. A showing of tandem will usually require a careful

-analysis of increases in each job classification, unless there has been a straight '"across
the board" increase.

c. Tandem may be percent or cents per hour,

"D, "Nature of- increase" refers to straight time, included benefit, and qualified bene- - ..
fit, tandem can exist between a unit with merit and one without. (See Question 2, Tandem
‘Workshect.)
1.322 Limitation: the maximum increase permitted under 201.12 is the lesser of:.

A, the increase necessary to maintain the historical pettern; or

B. 1%
1.33 Tandem Qualified Benefits (201,13)

This excention is intended to parallel the exception for tandem wages and salaries-based
“upon levels of qualified benefits rather than employer cost, .

1.331 Requirements

1. same employer, industry, or labor market area. (Seemguestion 1, QB. Tandem Worksheet.):

2, tandem established for five prior years (Pay Practice) or two prior contracts
3(collect1ve bargaining). (See Question 35, QB Tandem Woriksheet. )

: [: l(: nature and levels of QB's-in follower unit generally equal or closely comparable
ftﬁmﬁﬂnﬁﬂe and levels of QB's in leader unit. (See Question 5, QB Tandem Worksheet.)

®
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. 4. timing of changes in QB of follower unit have been directly related to tlmlng of
"c?ances in QB of leader unit, (See Questions’'3 and 5, QB Tandem Worksheet )
ot

;:_ 5. because of increase in QB.ef leader unlt; main euance of the tandem will result in
an increase in follower QB in excess of the Standard. {See Questions 3 and 5, QB Tandem
WPrksheet.) ‘

6. effective date of increase in leader unit is not more than twelve months prior to
the proposed effective date of the follower unit. (See Questions 6 and 7, QB.Tandem WOrksheet.)

1.332 Limitation
The lessor of:
1. difference between coet of increased QB of the follower and that of the leader; or
2. the amount of increase in chargeable QB's.

The standard of ' 'generally equal" is more liberal by V1rtue oi the words, "or closely
comparable' than the standard of wage and salary tandem.

If the QB's are within the standard of Sect1on 201.59, no. exception should be granted,
even if the unit qualifies.

CERIC
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i f ‘Tnndum. Wage Reletionship Worl shest — Section 201.12

:wo!oye(‘ s,or Assocfation's Legal Name.., ..o v e +| - COLC-Cont ro Y- Number o e Date
18RS Control Number !

Ifa undém relationship is claimed with more than one unit, provide the dats requested below for all such units.

1€ this sheet is being used for -aqe comnartb!lny under Section 201,30, check box. []

1. ldenufy the leader unit to uhich You are claiming 4 tandem relationship.

Hame p( Company
Location of Unit Industry. —
Name & Type of Employees
muo._nn and Lncal Unfon with which euployer negotiat{d (1f any)
: 0o not
know Yes Ho
2. Has L.M leader's adjustment baen approved by the Internal Revenue Service, tne Pay Board or COLC =-=======- RN § | [1 0
Is there 4 PENZiNG CaSE? =vcmmmmacasacacccacacananaan. R R CTLEL PEPERT LI LSS PEet ] RRREEEREE eemannnan 9] {] (]
If yes,, Drovige case number .
3. uWhat wfas the wage rate increase of the leader unit for the control yeér? cents per hour 1
4. {a) Give the effective date for the {ncrease of the leader unit . S
‘ (b) Glive the effective date for t*e increase of the follouer uﬁit . oA ) )
{c} Did the wade and salary increase of the leader unit become effective not more than six months before the
nronosed effective date of the wage and salary {nCrease here requested ~ee-emsessosoossemceeoeeneo oo -0 0 9]
5. (a) lf dased on pay nractices. has the tandem relutionship been established for the prior Hve .
consecutive years?e--s--ocaeacenanan i T BT LT T PR, vmea-- {1 {1
(b) If based on erployment contructs. has the tandem relutionshio been esub!ished in the {mmediately i
preceding two consecutive bargaining agreements?----- bbbt --- [ 1
(c} !f no,~explain why the tandem relationship has not existed for the prior five ‘.onsecutive yeurs or th .
consecutive bargaining agreements?- ®] []

-6, List the effective dates and the amounts {in cents per hour}) of all wage and salary increases for both the applicant unit and the leader unit
during the two prior contrazt periods or- during the prior five consecutive yearsof pay practices. If the increases were based on contracts,
#150 indicate the effective cates of the contracts.

If these are differential increases by job category, attach an additional sheet showing the increases for each category.
Applicant Unit ’ Leader Unit
tffective dates Cents per Tour /- Effective dates ents per hour */
. ‘
7. 1f ctaiming tandem or wage comparabiiity, suoPly the current and two prior contracts for both the leader and follower unit.
*/ If the contract or pay practice nrov(ded for wage increases specified fn percenuqes, glive the percentages specified and fndicaste what was

used as the bhase,

Department of the Treas:.¢

fom S$—-102A Test (372
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| G
Tandem Qualified Benefit Relationship Worksheet — Section 201.13 "

ERIC

Aruitoxt provided by Eic:

4, Provide & copy of the full text of toth the present and tho proposed new qualified benefit plans for the applicant unit
and the unit to which & tandem relationship is claimed,

§, List the effective dates and the type and Ieve1 of qualified benefit increases received by both the leader unit and the appli
the two {mmediately preceding contract periods or the pripr five consecuuve years of pay oractices,

Employer's or Association's Legal Name  COLL Control Number .\ Date
M—‘ A RS Control Number
<~ TO-THE EXTENT THAT THE |.EAOER U.(ll HAS OFFSET 1TS CHARGEABLE QUAL!FIED BENEFIT COST.AGAINST THE GENERAL WAGE AND SALARY STANDARD, THE COST OF
LIVING COUNCIL OR TS OELEGATE MAY REQUIRE THE FOLLOWER UNIT TO 00 IHE SAME,
1f & tandem relationship fs clafmed with more than one urit, provide the data requested below for all such units.
1. Identify the leader unit to which & tandem relatinnshio is claimed,
Name of Company s "
Location of tnit ' o ) Industry__
Number & Type of Erployees .
Naﬁona] and Local Union with whi.ch emoloyer negotiated contrsct (1f any)
’ Do not
know Yes No
2. 'Has the leader's adJu:tnnnt been approved by the Internal Revenue Service, the Pay Board or COLC?.emeseese- [ [ "
8) 1s there a pending caselecseesscnscesnaasass memmesaen - - RESE Y | 8] 1
i yes, provide case number, —_
3, {a) Lkr.ective date(s') of the imorovement 1n qualified benefits of the leader unit
(b) Proocosed effective date(s) of the increase of cualified benefits for the ano)icant ﬁnit
{c} s the procosed effective date(s) of the fncrease for the acplicant unit within 12 months of the efrective date(s)
0f the increase gIven the 1@ader Unitlesscconascmecce teicannccceecereoroeecramaacarrancannecasecascertansaasacomaices (8} Q]

cant unit during’

- Roplicant Uni¢ Leader Unit
ETTective dates yoe § Tevel o‘ Eenefit ETfecﬂve dates Tyre § Tevel of Tenefit

6. Show the percentage, 1f any, of increased qualified benefit of the leader unit which was charged against the General Wage ind
Standurd 3.

7. Show the total chargeable ndJustnent of the leader unit, ) 3

Salary

Department of the Treasury -

fom S-102B Test (373
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1.34 Essential Employees (201.14) '

This'exception is designed for tight labor market‘situations.
1.341 Requirements
Applicants must show:

1. Rates below level of comparable firms that have same skill levels in the same
industry or geographic area wage comparability. (See Questions 7 and 8, Essential Employee
Worksheet,) -

2. Employees are essential - must describe business, functions of employees involved,
and describe relationship of employee loss to (a) lower profits, (b) declining services,
(c¢) inability to meet contractual obligatisns;—(d)-lower productivity., (See Questions 1, 2,
and 9, Essential Employee Wnrksheet.)

3. Significant portion of vacancies - no specific proportion, but must be higher than
“other firms in the industy or same labor market, and higher than their historical experience.
(See Questions 3 and 4, Essential Employee Worksheet.) '

4. Recruiting for at least three months; newspaper ads, contacts or contracts with
: employment agencies, etc. (See-Question 5, Essential Employee Worksheet,)

5. No significant deterioration in conditions of employment - parties must give
assurance, for example, that air conditioning or restroom facilities have not broken down,
crime has not increased in the area, or previous services such as car fare, have not been
discontinued. (See Question 6, Essential Employee Worksheet.) N

6. 'A seven percent increase will solve the problem. Parties should make a convincing
agreement that higher wages alone will solve the problem. (See Question 9, Essential Employee
Worksheet,) » .

7. Limitation - 7% (1.5% added to 5.5%)

ERIC



Essential Employses Workshest — Saction 201.14

:«,,.,.,“ g it = 1F 21.the Contral.Vear Liated in Part i)

3

Employer’s or Assoctation’s Legal Hame -y . COLC Control- Nuxber

. IRS Control Number

Date

. 1f this warksheet s being used to supoort locdlized shortages of labor under Section 201.30, check box, 0

1. lantif.y the job classification(s) which nu cons {dered essential

a) Title and function.
i

b} m many jobs (filled and vacant) existed 1in the essential employees category{ies) at the time(s) of the wage rate adjustments?

[3] )Oou pany of these jobs are now vacant? )

d) Have funds been allocated or budgeted to pay for thase positions for the year under consideration? -----
If no, exolain,

Yes

Ho
8]

0
¢]
]

2. Why were these emolovees essential to vou? ‘
3. [Indicate the nurber of v(um:!es in the essential employees classification(s) as a proportion of the Jobs 1n'tmt (those) classification(s);
a) At the time of the wage rate adjustments -3 d) Three months "”.‘.:. i P 1
&) One contk eerlter b3 : -3
¢) Two months earlier . 3 f) At other times, {f relecant: Date . )
. —— .
) s
' 4, What were the turnover rates per 100 employees in the entire appropriate employee unif: » .
a) At the tine of the wage rage adjustments I, 1 d) Three months earller —
b) One month sariier 13 ¢) One year sarlier —_—
.¢) Two months earlier . ] f) At L2 er times, if relevant: Date —_
5. Indicate efforts during the three months orfor to the wage rate adjustmant to recruit these essential employees. Yes
a) wWere advertisements placed in ne;tsplpers or trade jourisls? ----- - ceeemmarenmaeee st aaaneanceceanss []
If ves. attach coofes {f available. . ’
' (b) vere the services of the State Enployment Service utilized? 0
c) ware trade and vocational schools contacted? -...-ve-ce-cees ot 0N
d) If yes to any of the adove, were Gualified workers attracted or referred as a result? sessuimsomsvesomssecsafoSafacasesessansntt 9]
Were any of them hired?------- - semee - -Q
~1f ro, explain why not. '
¢} Other recruiting efforts (descride in detet))
6. wWere thers any significant changes (during the past thres months or so) in other conditions of na_l_u_y.-:n_t -
related to the jobs that formed tnel basts for this exception?
1f yes, describe the c;unges. *
7. (a} uhatwas the ge strafght-tims hourly wege rete pald workers in the essential employees classi fication(s)
during the base payroll period? § . ¥
(b} What was the average straight-time hourly increase put into effect for these uorlérs {in ceats per hour)}? $
(c) wnat was the aven'_qq strafght-time hourly inérease put into effect for other workers fn the aporopriate employee unit
({n cents per hour?) §, ) R . v a
8. werethe wage rates paic by other el.v!uylu for the job classification(s) for which you are claiming exception h
M;Mf than your wage rates? - ‘-MJ[]
a) If yes, whatwere their rates?
b) ;dhnt was the source of their wage rate deta? . ) .
9. vE:plnn why the requested Increesewes necessary to attract or retain employees in the essential category(les).
10. Why yereYou unable to grant the increases needed to retain your essential employees out of the increase allowedle
to your unit under the general wage and salery stendard?
fom 8-102C Test (373 ’ ) ) Devssment of the Treamry - {ntemel Ravenus Service

(%)
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1.35 CATCH UP (201.15)

This exception is designed for employee units that have not kept up with econamic pace.
1.351 Requirements - Eligibility

1. All cases. - only for & control year beginning on or before 11-13-72.

2, $3.00 Rule - A unit's straight-time rate (at expiration of prior contract or pay
- . practice) exceeds $3.00 per hour, catch-up allowed only if new contract succeeds a contract
expiring bvefore 7-1-72, or if the new pay practice is established before T-1-T2.

3. State and local government rule - Where the unit was prevented by law from raising
wages' for a period of time, the exception applies to that period of time. Where the pericd
¥ extends into ‘control years beginning after 11-13-72, it is allowed.

1.352 Requirement - Calculation : - C e e

1. "Catch-up year" 12 month period roughly equlvalent to base year, and the necessary
17 gonth period preceding. .

2. "Catch—up computation rate" average straight-time hourly rate plus average hourly

rate on day before'effective date of adjustment and day before each catch-up year. Different

from Base Compensatlon Rate as qualified benefits are not included.

3. Computations are "ice cube" i.e., not to reflect variations in work force composition.

Promotions, longevity, and other factors described in Section 201.60, are excludible.

4. Determine straight-time and included benefit increases over catch-up year. Remember

roll-up eats up catch~-up.

5. Multlply T% X each catch-up year.

6. Subtract tot&l of catch-up years expressed as a percentage from total of each catch-

up year times T7%.
1.353 Requirement - Limitation

7% (i.e. 5.5% + up to 1.5%) maximum.

ERIC

Aruitoxt provided by Eic
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1.36 Intra-Unit Inequities

A continuing process of personnel and salary administration is to develop rational and
systematic rate relationships between jobs, giving weight to skill, responsibility, effort,
working conditions and other factors based on job content. As a result of both external
and internal pressures, distortions occur in the structure of relationships among job rates
within an appropriate employee unit. The causes of the distortions may result from one or
more of the following circumstances: : .

l.. significant change in the content of jobs within the appropriate employee unit
resulting from a technological change in equipment, production methods, or materials,

2. a series of cents-per-hour increases causing a compression in the historical percen-
tage wage differentials (which may cause a decline in motivation to acquire new skills), or

3. the existence of random rate structures or the deterioration of a job classification
system over a prolonged period of time.””

Unless the structure of job rates had been neglected over a prolonged period of time,
the ‘latter two situations would normally require only incremental increases (spread over the
entire unit) to maintain a rational relationship dmong job rates. These minor adjustments':
represent a continuing salary administration process and are treated as any wage or salary
increase subject to the 5.5 percent standard. The introduction of new technology usually
represents instant, dramatic changes in job content and the relationship between job rates.

"These changes in job content may require significant increases for certain job rates in ‘the
appropriate employee unit in order to represent relative skill factors and competitiveness-
in particular labor markets. ) '

In consideration of the various causes of distortions in the structure of job rates, it
was decided that distortion caused by the introduction of new technology presented a situation
in which the effects of the stabilization program were most direct and acute. In this
particular situation a general exception to the standard was provided subJect to a 7 percent
-limitation. »

l. 361 Definition

An intra unit inequity is established where the relationship between the monetary
value assigned to an individual job and the monetary value assigned to other jobs in the unit
becomes disrupted by changes in the content of one or more jobs as a result of the intro-
duction of new or different technology. ‘

- For purposes of this exception, the employer must demonstrate the existence of this
inequity and that this inequity was caused by .the introduction of new technology.
New technology in the context of this exception refers to a change in equipment, pro- -
" duction methods, materials, or processes. The technology may be new to the plant but need
not necessarily be new to the industry or firm. If new machinery-has been installed as a :
pilot project affecting a relativeiy few number of employees in the unit, the institution of
the new machinery on a plant-wide or company-wide basis would constitute the introduction of
new or changed technology. ' '

1. 362 Eligibility Requirements

In order to qualify for an exception, the employer must demonstrate (1) that an intra-’
unit inequity exists which resulted from "comprehensive’ technological changes in equipment,
methods, materials, or processes, (2) that a comprehensive plan (as defined in $201.18(a)
has been developed which will correct the alleged inequity, and (3) that wage and salary
increases in excess of the standard are necessary to correct the inequity in. the manner
prescribed by the comprehensive plan.

1.363 Comprehensive Technological Change

order to distingulsh between the modificatiov of ‘equipment ot processes- concomitant“
[]z\!: normal product cycle, a 'comprehensive' change in the productiou methods and
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to be' a technological change in processes, methods, or materials which affects the job con-
tent of not less than 10 percent of the job classifications and not less than 25 percent of
the employees in the appropriate employee unit.

The plan, in addition to being comprehensive in terms of coverage of employees and job
classificatlons, must also include the following criteria'

1. Job descriptions--with sufficient detail to 1dentify differences in content based
on relative value of the factors by which they are to be measured (skill, physical strain,
,:responsibilitv)

2, The realignment of wage rates must follow a systematic and orderly method of
classifying, ranking or rating all of the jobs in the unit, giving effect to skill, effort,
responsibility, working conditions and other factors which are reflected in the job content.

. 3. Rate relationships shall be established in accordance with accepted methods for
job' classification, historical practice in an industry, or through some other demonstrable
‘guide in general use for classification purposes, including an egplanatlon of the derivation
of factor weighting on which the system is based.

4, Rate relationships shall reflect the different levels of skills as measured by grad-
ing selected jobs from the lowest to the highest level, on each of which a significant number
of emplovees are grouped.

5. A computation of the percentage increase in jov rates of the unit involved (exclud-
‘ing the effect of "red circle" rates)., (For method, see 1.365.)

'1.364 increases in Excess of the Standard

The employer must demonstrate that increases in excess of the standard are necessary
to correct the intra-unit inequities,

Example: A normal operation of the pay practice employer generates a 5 percent in-
crease for all employees in the unit. As a result of the introduction of new equipment,
certain intra-unit inequities are credted affecting 20 percent of the job classifications and
30 percent of the employees in the unit. Three-quarters of the job classifications affected,.
or 15 percent of total job classifications, require an upward revi51on in the job rate. The
cost of this upward revision averages 1.5 percent of the entire un1t s base compensation rate.
The total increase for the control year would e 6.5 percent.

1.365'Computation

The comprehensive plan shoulo include the computation of the net increase in job rates
excluding the effect of "red circle” rates in the following manner:

1. For single job rates: The percentage difference between the weighted average of
current job rates and the weighted average of the proposed job rates.

2. For the reclassification of jobs without change in the existing;;ate ranges: The
percentage difference between the weighted average of the rates actually paid within the
range for each classification prior to reclassification and the weighted average of the rates -
to be paid after such reclassification. :

. 3. For revised rate range structures: The percentage differences between the weighted
average of the mid-points of the current job classifications and the weighted average of the
id-points of the proposed job classificatiouns.

The computational method contained in $201.18(d) is not intended to reflect the per-
entage or cents per hour increase in the base compensation rate. It will not, in most cases,
e comparable to the Pay Board computational methods contained in Subpart E due tc the exclusion
o>f "red circle" rates and the measurement of job rates rather than total hourly compensation.
e computation of increases in job rates or rate ranges will yield a weighted average in_cents.__...

EMC i

(ot percent) of thHe net increase In"job rates.
o iy v




1.366 Limitations

The exception is limited to the percentage increase necessary to correct the inequity
up to a maximum of 7 percent. Any'amounts in excess of 1.5 percent which are necessary for
the correction of intra-unit inequities must be charged to the general wage and salary
standard unless approval for increases in excess of 7 percent has been granted by the Pay
Board pursuant to Section 201,30,

Once this exception has been claimed and allowed with respect to an appropriate
employee unit fér a control year, it may not be claimed in any succeeding control year by the
same unit. . 4 .
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Intra-Unit Inequitisa Workahest — Soction 201.18

{For the Control Year histed in Part I1.)

anlo;yer‘s.or Associatfon's Legal Name

COLC Control Number

Date

IRS Control Number

1. (a) Had the {nequitable pay situation which you seek to correct resulted from the in*roduction of changed
technology {n equipment, methods, materials, or processes?-

(b) Did this change affect not less than 10 percent of the job classifications

Yes No

] 0

and not less than 25 percent

of the employees in the appropriate employee unit in which the technoloafcal chanaes had been made or introduced?---. [] 9]

2. Did the program describe job classifications with sufficient detail to identify differences tn job content
. are measured {including e.g., skill, physical

based on relative value of the factors by which classifications

strain, and responsibil{ty}?ce-- oee

. u o

3. Did the program provide for a realignment of wage rates that followed a systematic and arderly method for classifying,
ranking or rating of all the job classifications {n the unit, giving effect to skill, effort, responsibilfty,

working conditions and other factors reflected in the classification content?--

9] 9]

4. Did the program establish rate relationships (expressed in dollars and cents) that.were established in accordance
with accepted methods for job classifications, historical nractice in an {ndustry, or througn some other
deronstratle guide in general use for classification purposes, fncluding an-explanation of the derfvation of

factor weightings on which system is based?-.--

8] 0

§. Did the program establish rate relationships (expressed {n dollars and cents) that reflected the different levels
of skills as measured by grading selected jobs from the lowest to the highest level, on each of which a significant

number of employees are grouped?eseceseeceecs

- 8}

6. Hagq the porcentage increase in wage rates or rate ranges been computed in the manner §ndicated below for each job
classification in the unit, excluding the effect of “red circle” rates, {.e., personal rates for {ndividuals?eaccccenacee 0] Q

(a) For single job classification wage rates, show the percentage difference between the waighted average of the
proposed job rates and the weighted average of current job rates.

{b) For the classification of jobs without change in the existing rate ranges, show the p2¢centage difference between
the weighted average of the rates to be paid_for-each job classification after reclassification and the weighted
average of the rates actually pald within the range before reclassification.

(.c) For revised rate range structures, show the percentage difference between the weighted average of the midpoint of
each job classification in the revised structure and the weighted average of the midpoint of each job

classtficatfon fn the existing structure.

ELIGIBILITY UNDER THIS EXCEPTION IS ESTABLISHED ONLY IF ALL OF THE ABOVE CAN BE ANSNERED "VES".

7. Did this unit receive an Intra-unft exception during the previous control year?--

Yes “no

{ 9]

8. (a) What percent of the base compensation rate 1n addition to the general wage and salary standard {s needed

to correct this intra-unit inequity?

{%) What is the total adjustment above the standard that yoti are requesting for this control year for this exception?e---

-1
£

Remarks

ATTACH A STATEMENT OESCRIBING YHE APPLICANT'S CWRM&NSXVE PROGAAM
MANNER IN WNICH IT IS PROPOSEQ TO CORRECT THEM.

{AS DEFINED 1N THE REGULATIONS), THE CAUSE OR NATURE NF THE INEQUITIES, AND THE

fom $-102D Test (3-73)

Osparment of tha Treasury - Intemal Revenua Service

: l{l . .
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1.37 Case-by-Case Determination (8 201.30)

Section 201.30 "Exceptions on a Case by Case Determination," is similar to Section |
130.12 of the Cost of Living Council Regulations. Both establish an exception to the General
Pay Standard "to prevent gross inequities, serious market disruptions, or localized shortages
of labor." The difference between the two, of course, is that during Phase II, the exception
could only be granted by the Pay Board, while now, employers in the voluntary sector may apply
the exception without approval. Those in the mandatory sector must still receive Cost of
Living Council approval for 201.30 exceptions.

It is important for you to have a working knowledge of some of the principles applied
"by the Pay Board in granting or denying 201.30 exceptions, because you will undoubtedly find
that some employers who have granted pay increases in excess of the standerd will offer 201.30
arguments for justifying those increases. You must be able to document these claims and show
how 201,30 applies or does not apply. Even when no such claims are put forth by the employer,
if you have determined that no other exception applles, 201.30 will have to be explored to some
extent in order for COLC to determine if & roll-back is in order. )

The following is a list of some of the considerations which will aid the Cos® of
Living Council in making such determinations. Also included are some examples of typical Pay
Board rulings on common 201.30 issues, which will help you in preparing your recommendations.
.The examples are by no means exhaustive, and should not be considered hard and fast rules, as
201.30 was designed to allow the Pay Board flexibility in dealing with individual cases. The
examples illustrate basic principles, which the Cost of Living Council could depart from if
circumstances in a given case call for different treatment.

Considerations which the parties might bring to the attention of the Cost of Living
Council if the increases were challenged: .

(Tandem (Worksheets §-1024, Part 1, S-102E))

201.30 Considerations in many cases grow out of the statutory exceptions. The
first of these to be discussed are claims of tandem or comparability which do
not meet the requlrements of Sectlon 201.12. The following questions should
be explored: .

Is this unit a "leader" or "follower" with respect to the wage patterns (i.e.,
do these negotiated increases follow other increases which have been negotiated
for the same employer, same union, same plant, or same labor market area)?

.If so, were these other increases approved by the Pay Board or the Internal
Revenue Service?

.What were the effective dates of these other increases? If poss1ble, compare
the increases of this contract with those of the leader contracts (i.e., are
these greater, less, or the same).

.How do these increases follow those of other units (seme cents per hours,
same percentage, same total costs over the tcrm of the contract)?

.Is it possible to determine which units have historically been leaders and
which followers? If this increase goes into effect, how many other contracts
(involving how many other workers) might attempt to institute 51m11ar increases?
What are these unlts and where are they located?

.If wage increases affect supervisory of salaried nersonnel, do these in-
creases maintain the historical differential-between this unlt and other em-
ployees within the same plant? :

l 3(1 Hlstorlcal Comparabil 1ty

During Phase-II, ithe Pay Board developed a body of case law vhich was used to decide
exception requests above the guidelines. In brief, what the Board attempted to do was to main-
tain historical wage and salary differentials as they existed at the ‘beginning of Phase II.
Thus, if Company-A, which produced the.same product as Company-B and employed the same types of
employees and had historically paid wage rates lower than those being paid by Company-B, the

Pt 7@ 4 would-notrallow-Company=A-to-go~up to~ Company=B's wage ‘ratess e
~ERIC
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: It may not now be unreasonably inconsistent for Compeny-A to pay. Company-B's wage
rates. Parties are to make their own determinations as to whether or not they fall within list
of 201.30 exceptions. The emphasis is on "leader'" contracts which could have an impact within
the industry, local labor market area, or the compdny. The fact that a company decides tc pay
the going rate for its employees even though historically it has paid lower rates, may not in’
itself be sufficient to cause the Cost of Living Council to challenge the increase. However,
where a contract may have an impact on other contracts, a challenge and roll back may result.

. An example of Pay Board reasoning in a case with .potential inflationary impact was a
case involving employees of a brewery.

In the brewing indusﬁry there are highly automated plants that require about helf as
many employees as the older style. Rates for brewers and bottlers at these plants have a "give
a nickel here, take a nickel there tandem even among large companies.

In a case where a new plant was joining two others in tandem, the first contract that
placed the new automated plant in tandem with the other two was sufficient evidence.to allow it
to rise to their rate. :

However, the three combined units had then negotiaﬁed a new contract that placed’
them in tandem with other highly automated units around the country. If allowed in full, all
sutomated plants in the country would have heen equal. )

. The past history was '"give a nickel here, take a nlckel there, tandem.” 1In the Pay
Board's view, brlnglng all units into line would have set the stage for a big increase in May,

1973.

In consideration of all this, the Pay Board allowed 32 cents of the 85 cents straight-
time requested - 10% rather than 16.9%, giving them 'something to work on in May.

. This was ah unusual case. Normally, when the parties could demonstrate tandem, the
Pay Board would allow the entire increase, unless, as in the case above, it appeared that
allowance in full would generate pressure for further increases in the industry as a whole.

201.30 tandem was also considered difficult to allow when the contract was "back-load-
ed." A back-loaded contract is a contract with larger increases at the end of the contract
period than at the beginning. Such contracts generate the most "catch-up" pressure.

201.30 tandem was allowed when a ner unit or new follower unit could not meet the
201.12 six month time requirement or the two previous contract requirements, but could un-
mistakeably show the intent to become and stay a follower of the leader unit. However, the
201.12 requirements could noct be stretched beyond reason and still receive 201.30 relief. In
one .case, for example, a perfect tandem with an 18 month time lag between leader and follower '
was rejected. -

Tandem (201.30) was allowable when the follower took less than the leader unit (e.g.
one Seattle unit with a history of perfect tandem to a larger unit negotiated a 7% increase in
their first control year rather than the 10% negotiated by the leader. The 7% was allowed).

In subsequent years, however, tandem would become progressively more difficult to allow, since -
the pattern had been broken.

"Package tandem" had two allowable 201.30 aspects. The first was when a follower unit
received the same total increase over the life of one or.more collective bargaining agreements
~as the lead unit, but the individual year by year increases did not match up. The second was
"where the increases among the leader and follower units did match up year by year but they
crossed pay adjustment categories. That is, a U5 cents increase in straight time in the leader

unit wes matched in the follower unit by a 30 cent increase in straight time and a 15 cent in-
crease in included benefits. ' .

Both situations were allowable under 201.30 depending on how close the uahdem alleged
B.S- -The»actualawpackage”tandem_wcases_wereuusually*qulte clear,wthat is,..tandem.was._.._. ..

e[ lCerfect or quite far off. (Item 4 S-102-E Worksheet):
rorecrosieio enc



) The Pay Board allowed 201.30 relief when tandem was claimed between supervisors and
< plant personnel. A weaker standard of tandem was used, but relationships must still be clearly
‘related and very close. The Pay Board used a historic differential test 1like that outliued .in
" the classroom exhibit on governmental wage determinations. (See Item 3, $-102E Worksheet) ‘

. Mot e
The standard is weaker becausé the supervisors are usually given the percentage the

union pecple get. However, this percentage is not always clear. For example, supervisors may
get the same straight time percentage as union members but no included or qualified benefits.

This did not destroy the tandem relatlonshlp if the practice was customary. The best check of
the tandem is to confirm the calculations and historical validity of whatever method the firm
used

Remenber - the key to any tandem is a showing that the leader unit actually paid a
lawful increase (in or beyond the standard), which forces this unit above the standard to meet
it. ‘

., 1.372 Newly Established Comparability

A. New Comparability - (Ttem 2; S-102E Worksheet)

Do these increases involve employees working in a new job, new employee unit, plant
or establishment? If such is the case, will the ‘increases bring the wage rates above or below
vages for comparable Jjobs within the industry or labor market area?

In many cases, 2 unit may be attempting to "catch-up" to area rates for comparable
Jobs. If this is the case, is it possible to determine what these other area rates are? How
many are below? Why has the unit waited till now to catch up?

. Doctors who incorporated were a major problem during Phase II, and remained one of our
most difficult Compliance problems in Phase III. The Pay Board formulated an in-house rule,
known as the "Ashland Clinic" rule for dealing with these situatiens.

The Board took the position that a doctor who incorporated shoulé set his base com=-
pensation rate, including all fringes, at a level equal to his 1040 income from the partnership
or individual proprietorship, this being a more appropriate measure of his base rate than com-
parability studies with other doctors.

- If this rate included a qualified pension- plan, and the doctor considered himself to

be a single appropriate employee unit, (and secretaries, nurses, etc. another unit), the

. required pcnsion contributions for the other employees necessary to match the dcoctor's level of
contribution would often exceed the allowance 5.5% for these employees. Under Section 201.30,
if the doctor and other employees would consider themselves one appropriate employee unit, the
Board would allow the pension contributions, provided this did not increase the entire unit
over the standard. 1In other words, the Board would allow, on exception, the doctor to use hlS '
own base to increase benefits for his employees, provided the standard was not exceedediﬁ ‘

B. Certification: (Item 5 and/or Item 9; S-102E)

Another situation which recelved special treatment was the newly certlfled collectxve

bargaining unit. When a formerly non-union unit is organized, or when a unit changes unlons, .

* or when union units wish to combine, the change in the status must be voted on by.the employees,

and then th2 union must be certified by the Natlonal Labor Relations Board as the representatlve
of the employees. : -

Under the Natiocnal Labor Relations Act, it is an unfair labor practice for an employer
to grant increases when certification is coming up. Thls distorts normal wage increase patterns
since certification often involves a lengthy dlspute 'The Pay Board allowed increases back to
a date prior to certification when it was clear that a pattern had been broken.

Similarly, in new plant situations, a common practice is to set startihg rates -
deliberately low when unionization is expected. After certification,; this rate is increased to
Hnﬁnr scale. 201.30 was used to permit these increases when scale and the intent to move to it

[: l(: ear. “Movements to 1ess than Scalé were a&l180 permitted when scale and intent were clear
was the practice of the union to sign for less than scale on the first agreement, or for
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other good reasons.

C. Essential Employees (Item 7, S-102E and S-~102C):

If the parties state that these wage increases are required to retain essential
employees, the Cost of Living Council would like to know the the following:

Have employees actually left employment because of 1nsufflclent wages?

How many?

What percentage of’ ‘the work force?

Has the percentage increased over the past few years7 :

Is the recent rate of turnover conslstent with the industry and/or labor market area
experience?

Is the company presently actively engaged in recruiting efforts?

What results have been achieved?

'201.30 was allowed only when there was a relatively certain comparability chart. In
lthese instances relief above 77 was allowed. Note that the chart suggests District verlflcatlon
#hat the units described as "comparable" are a fair sample.

i

D. Changes in Control Years (Item 9, 'S-102E):

If increases are claimed to be within the standard because of a change in control
pear, what would be the percentage of the increase using the control years prescribed under Pay:
Board regulations? - What is the justification for changing the control year?

) The Pay Board normally ailowed control year changes only in the first control year.

General Council's Office indicated uncerteainty about the power to change control years in the

econd and future years even under Section 201.30. Such changes should be viewed with extreme’
keptlclsm, and the justification closely scrutinized.

E. Catch Up {Item 9, S-102E): Attach catch up computation if claimed.

If the parties state that increases above 5.5% were granted because of catch-up, what

s the three (3) year or prior contract history prior to the first control year? Wwhat was
ranted in the first control year?

The Pay Board allowed 201. 30 rellef in second control years when a unit was low- -paid,
nd it was clear that it did not take advantagé of the statutory catch up exception {201.15)
iuring the first control year (that is, they took 5.5% or less). Where the unit had availed

ftself of the 201.15 exception, the Board felt that the 7% was generous and sufficient, and 2nd
year catch up was not alliowed.

F. Low Wage Dmplovess: {Item @, 8-1920)
;- N \ P

It i? not yet clear how CLC will treat the Con*reSQiowml m
pxemption ne lower than 33.50 per hour. If -the computatinnal rule

RN N] ¢2 L
paintained it should be noted tnat the Pay Board granted 201.19 erceptlons in cases where a
Food faith attempt was made to use these computational rules, but errors or mlSlnuerpletatlons

e,

aused 1ncreases above those actually allowed by Section 201.19.

G. Qualified Merit Plans

If the parties base their increases on a qualified merit plan, is there any other
xceptlon that might apply?

The Pay Board considered the qualified merit exception to be very generous on its
erms. Relief under Section 201. 30, either to allow. 1ncreases above T% or to extend the ex-
lratlon of the exception, was almost unknown.

o H.._.Cost_of Livingi-—(Item-9,-§-102E)-

v h> If the unit has granted a cost of'liv1hg'1ncrease greater than that prescribed under
e[z l()Ol 64 is there some special problem that this unit has that dlffers from those of other
[1 ' the industry or local labor market area?- .




The Pay Board rarely allowed 201.30 relief for units whose increases were solely
due to cost-of-living escalator clause.

I. Phase I Retroactive Pay

While it seems unlikely that Phase I retroactively will become an issue, the question
of inclusion in the base of Phase I retro pay (granted under'Section 201.34) maey arise. If it
was included in the base, was the contract agreed to within six (6) months of the effective
date of the contract? If so, the Pay Board usually allowed inclusion in the base.

J. Qualified Benefits

In cases where there was no improvement in benefits, the Pay Board in some cases
allowed as an "offset", incréases in employer contributions where the employer was picking up
‘all or part of the employees contribution. There was no clear rule on this but all circum-
stances should be verified in such cases. :

Where gqualified benefit increases exceed the quelified benefit standard how much of
this increase is due tc "roll-up" because of increases in wages and salaries? When the Q. B.
standard was exceeded solely because of an otherwise allowable increase in wages and salaries, .
the Pay Board usually-allowed the "roll-up" increase under Section 201.30.

K. Work Rules (Item 6, S-102E)

Would the parties Justify increases on the basis of specific work rule changes which
would make the plant more efficient? {A classic example of a work rules change that saved the
employer enormous sums of money was the agreement by Railroad Workers to allow trains to run
without a fireman aboard. Firemen had become essentially obsolete with the introduction of
diesel engines, and the contractual requirement that one be aboard every train kept labor costs
high for the raiquads). Where work rules are changed, CLC would like the following informa- .
tion: ' ' ' : :

Were these the result of new contract language?
What rules were changed and when are they effective?
What percentage of the work force is affected by the changes?

" Can the parties caiculate the anticipated cost savings?
If so, have them include calculations. What does this translate to in cents/hour
or percentage terms? :
How does this cost savings relate to the increases negotiated?
Are there intangibles either given or taken away that should be considered? (e.g. =~
Is there a job security clause or a clause requiring improvements in working cond1—
tions in the contract)?

Unless a cost savings was clearly ‘stated and proven and at least matched the increaseg
given, th° Pay Board rarely allowed 201,30 relief above T%.

L. Productivity Increases: (Item 9, §-102E) ZRR

Jhen the firm claims that increased productivity justlfles wage increases the follow=
‘ing issues should be developed:

&) Does the firm or union have calculations showing the productivity increase? If
so obtain a copy.

b) Can the parties demonstrate that product1v1ty,1ncreases are not due to changed:
.'methods or procedures or to new machinery? If such variables are present, how ha
the firm removed them from its calculations? L

Since it was so difficult to qualify for a produet1v1ty incentive plan (Section
201. 61), the Pay Board allowed credits above the standard for increases in productivity. How=
~ever, it should be remembered that the 5. 5% general standard has a productivity factor bullt
intc it. For this reason, the.Board required cases based on productivity to start from ' groun
zero....If the. parties.could_only demonstrate a_ 2% Aincrease in brodqgt1v1ty, this was not
_~¢§cient to allow increases above the standard, unless productivity could be combined Wwith
[: l(: considerations, such as catch-up. Further, the Board required a demonstration- that pro—

vity increases were due to 1ncreased worker productivity and not to 1mproved methods or
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machinery.

. Productivity is such a complex issue, that it will in most cases require a detailed
- study by labor economists at CLC.

However, as a rule of thumb, when exploring this issue, it is normally possible to
predict that where the decrease in unit labor cost was less than the portion of the pay increase
attributed to productivity, productivity gains were not the sole reason for the size of the pay
increase, and the other reasons should be discovered, and compared to other possible exceptions.

On the'other hand, where the decrease in unit labor cost far exceeds the negétiated
pay increase, it is probable that the productivity calculations are speculative or based on
faulty assumptions. 1In such cases these calculations should be closely scrutinized.

M. Small Business Exemption

The Pay Board asked CLC for guidance about when exceptions should be allowed for
"near misses" on the Small Business Exemption. CLC is supposed to have replied "never". We
are not aware of any exceptions to the definitions of smell business ever being granted for
reasons of hardship, inequity, or any other reason.

Thus, if any employer claims to be "almost exempt" because he has 61 employees, five
of whom are part-time, or has sold a plant and now has only 23 employees, although he formerly
'had 65, this is not grounds for exception.

1.38 Governmental Wage Determiration

This exception was designed to prevent disruption of historical relationships between
- employees in the same unit, when some of the employees in the unit are granted increases per-
mitted under Section 201.60(f), which are required by state or federal laws requiring certain
wage rates for work performed under contract with the government.

. These wage rates are set by the Department of Labor under various lawsg. The most
common of these are the Davis-Bacon Act (for construction work), the Walsh Healey Public Con-
tracts Act (for suppliers of goods), the Service Contract Act (for suppliers of services). In
addition, forty states have provisions similar to these acts. )

. Most governmental wage determinations are based on prevailing rates in the area in
which the work is to be done.

1.381 Procedure

When a state or federal contract is awarded, the contracting agernicy is required to
send the wage determination to the firm, usually as an attachment to the contract. If this
exception is claimed, a copy of the determination should be available for inspection.

1.382 Limitation

The exceptlon may only be used to bring employees not covered by the determlnatlon up
to levels suff1c1ent to maintain their hlstorlcal diffefrential with those covered by the deter-
mination. .

In addition:

a) All of. the 5.5% avallable to the unit must be used before the exception comes into
play.

b) The employees must be employed at the ~same plant, job site, or location as the
other employees in the unit.

c) The employees must be employees of the contractor, not of the state government.:

d) The historic differential must be computed.

ERIC
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Cese-by-Case Determination of Exceptions Workshest — Section 201.30

Employer's or Associatfon's Legal Name . COLC Control Number - Oate

IRS Control Number

1. HISTORICAL COMPARABILITY {In straight time rates): '
YES NO
I (a) D¥d increase, negotiated or put into effect., follow other increases in the same employer, industry. union. or

Tocal labor market area? -e-ce=amesacssccccecacencans emmemmmnann emaemmmnnaaan R 9] (1

(b} Has there historically been a comparable relatio'iship between these g
general area, industry, or other plants within tae same industry? --- .ee - - 0 0.

{c} 1f so, were those other related increases apors/ed by the 1RS, Pay Board, or.COLC? --==-nnn- S -
: (1f pre-freeze agreements, please specify, note effective dates, and whether challenges have been filed.)

{d) How many contracts (involving how many workers) are paying these rates? Number of contracts
. Total number ofwworkers

(e) What {s the tyoe of relationship claimed: same employer. same union, same plant, same labor markat ares, same
industry, etc.? s . .

(f) Provide a listing of other Appropriate Employee Units with wage and/or benefit structures comparable to those of
this AEU: Provide also the name(s) of the employer(s);: the number(s) and name(s) of the local unfon(s); the
location(;) of the AEU(s): and the number of employees in each AEU.

Be sure to provide both the present and past two Contracts for both the requested and related increases.

1f "Tandem" or wage comparability §s claimed, alsp complete ‘the chart in Worksheet - Tandem Exception, Form S-102A. Also
show the average strajght-time wage for both units. . .

2. MEWLY ESTABLISHED "OMPARABILITY (In straight time rates)

Are these increases intended to bring the subject rates up to thote currently being paid for comparable jobs
in the area, employer, industry or URION? =ecieacceaccaaaacas .e-n “eemeaanan 8] 8]

If "Yes,” obtain the rates for the jobs in this unit and the comparable jobs for the last five years or two full
contract periods, whichever is greater. Identify source(s) of data.

If applicable, was the adjustment for supervisory or salaried personnet necessary to maintain the historical differential
between this unit and other employees within the same olant (who are beina paid pursuant to existing, non-challenged or
approved CONtracts)? c-ceacecccocaacaaan et enavenae o, P - .~ . ¥ SRR

. 3

If "Yes™ show in an attached schedule the historical five-year pattern of the straight time differentials both in
percentage and cents per-hour terms, and the average for the entire five-year period, or any other method that
shows provision for equitable treatment, hetween the two employee units. If amount requested is more than the
five-year average, attach additional Justification for the addit{onal amount.

S

Is this considerad a “oackage tandem” case? [T emmcteemecasmee—ane .- n 0

NOTE: "Package Tandem" - often in negotiating contracts, varfous employee units will negotiate varying increases; .
Rowever, over the perfod of the contract. the total contract cost will be the same in the cents-per-hour increases, .
While this {s not tandem according to regulations, it is something that the COLC may want to cons{der in

reviewing the wage {ncrease.

1f "Yes," complete and attach a schedule showing a1l wage and banefit {ncreases for the last five years or two
full contract periods. whichever is greater, with ar explanation or justification of why the differing amount :
and/or timing of the increases was negotiated and the dollar amount of the contract settlement (broken down
into wages and qualified benefits). . .

S. Did the case involve a “new plant” situatfor . where:

‘(4) "Tandem" cannot be demonstrated for the required period of time,or ceneaaa 9] 0o -

(d) Initial rates ;vére established lower than those for comparable jobs in order to allow the firm to establish
{tself {this should be fully documented}, or company set low rates {nitially _And then the employees were

unionized, or «acceee- - m——van aeeeean 0o .0
(c) Are these rates sbove or below rates for comparable jobs within the fndustry or labor market area? --eeee vaasan 9] 0
If "Yes," explain and document.
6. Did parties claim exception on the basis of changes in work-rules? [f so, provide the following information as 4] 0
necessary. ’ - )
" (a) The vesults of new contract anguage?
(b) Whi:h rules were.changed and when are (were) they effective? N
(c) Any new or revised "job security” clauses in the contract?
“““““““ ) : . (d) The percentage of the work force.affected by the changes?
) (e) Can the parties calculate the anticipated cost savi;ngs? What does this translate to in cents/hour or '
percentage terms?. Show these calculations.
fom 8-102E Test (373 . - of the Troasury - Intomel Revenus Sorvice
R
O ) . .

ERIC - | -
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7. 01¢ the parties claim exception on the basis that wage fincreases were necessdry to retain essential employees? ~«-- ] []

If so, provide the tntarmation {n Worksheet 5-102C.

B. Were the economic terms of the contract agreed to 4t a different date from the date of the signing of the contract? --- ] [1

Lf "Yes," attach a copy of the memorandum of understanding or other evidence of earlier agreement
of the economic terms of the contract.

9. Are there any otrer special circumstances or enuftsble comiderations that would tend tn either suoport or not support
’ L the increase in questton: Include such consideratfons as cost of living, changes in productivity, certification
proceedings, gross inequities and hardships not otherwise enUMErated, ~e-sesesesesacccacacaaucaaacucaaseemaccannaranaan 8] (§]
{f “Yes," attach supporting schedule and explain.

3
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1.39 Cost of Living Allowance (S-102H)

This is really a special computation method tied to s determination of "generally
accepted escalator formula". (See discussion in Chapter III)

1.391 ‘"Generally Accépted Escalator Formula"
| (PB Ruling 1973-1)
This should be shown as:
(1) used by a major industry before 1972; and
(2) calculated by the same method; or
(3) low—probably‘no more than 10 cents

Adjustment possible during year under any known circumstances.

ERIC
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Cost of Living Allowance Worksheet — Section 201.64(a)

Employer’'s or Association’s Legal Name

COLC Control Numb'er Datn

3

IRS Contvol Number

1. Provide a copy of the cost of living formuta in effect during the controi year listed in Part {} with this submission.

....2. List the'cost of living allowances during the control year.

Number of months during Col. (b} divided Adjusted amount
Effective date | the control year that the by 12 {rounded Amount of of increases
of adjustment adjustment wil! be in to 1 decimal adjustment (Col. (c) times
. effect place) Col. (dj)
(a) ib) (c} (d} (e}

JEERUNSSEI

Enter. adjusted amounts from Column {e} onto line 20 of Form PB-3 or line 22 of Form PB-3A.

form S-102H Tes_t (3-73)

Department of the Treasury - Intemal Revenue Service
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1.4 DEFERRED INCREASES (§& 201.35)
1.kl Introduction

(1) The announcement of the 90-day wage, price, and rent freeze on August 15, 1971,
interrupted scheduled increases provided for in contracts ov pay practices. Where a contract-
“ual commitment existed to pay wage or salary increase, the employees, in anticipation of the
scheduled increases may have incurred financial obligations. A parallel, though less clearly
defined commitment, exists for certain increases scheduled pursuant to pay practices.

(2} Definitions

"Deferred increases" - increases effective after November 13, "1971, for which a
'commltment was made prior to November 14, 19T1. '
_ "Existing contract! - commitment was contained in a collective bargaining agreement
effective before November 14, 1971.

"Pay practice previously set forth" ~ commitment was established before November 1h,
1971, to pay increases after November 13, 1971, pursuant to a pay practice.

Existing contracts and pay practices previously set forth are allowed to operate
~acrording to their terms subject to certain challenge, review and reporting precedures.

(3) Effect on Wage znd Salary Standard

: Deferred increases may be pald without regard to the general wage and salary standard
unless "unreasonably inconsistent" with the criteria set forth in section 203(b) of the Act and
the standards and exceptions established by the Pay Board.

Pay practices previously set forth and existing contracts may operate without regard
to general wage and salary standard until the commitment which was established prior to Novem-
" ber 14, 1971, is modified or terminated. The commitment contained in an exlstlng contract will
: usually be terminated when the contract expires. A pay practice previously set forth "termi-
nates" when the commitment is modified, either by increasing the amount or by changing the
administration of the pay practice from that which existed when the commitment was made. In-
creases paid pursuant to.pay practices previously set forth may receive treatment as "deferred
- increases" only for control year beginning prior to November 1k, 1972.

~1.42 Existing-Contracts .- . : - I s e
(1) General . ;

) An employment contract in existence prior to November 1k, 1971 is identified by a
written instrument including all terms and conditions of employment negotiated and signed by
both employer and union [or employee) prior to November 14, 1971. . If the negotiations on non-
economic terms {working conditions) have not been conciuded, but economic terms were signed

prior to November 1h, 1971, the contract is still considered complete. ' .

(2) Arbitration

Where a dispute has been handed over to an arbitrator for a decision, the arbitrator's
decisicon must have been handed down before November 13, 1971, in order for the decision to
stand as-part of an existing contract.

(3) Wage and Benefit Reopeners - - . e S e ~~»ww¢§

Increases negotiated after November 1k, 1971, pursuant to certain wage and fringe
'benef t re-opening provisions are deemed to be pursuant tc a contract which existed prior to
November 14, 1871, if the following criteria are met.

a) re-opening provision was specifically agreed to or incorporated in a contract prior
, to August 15, 1971. '
Y . b) re- opening provision established a given date for re-opening.
EHQJ!: ¢} such contract prov1ded for spec1f1ed termination other than by operation of the re-.'
openlng prov151 on.” -



‘) ~ (4) Merit Plans in Contracts in Effect Prior to November 14, 1971

- Merit plans contained in enmloyment contracts whlch were in effect prlor to . November
14, 1971, are allowed to operate according to their terms subject to possible challenge and
- review. The merit plan must either be contained in the contract or included by reference for .
the duration of the contract. The merit plan must be sufficiently deflned to prov1de docu=-
~ mentation that subsequent 1n01eases are belng made in accordance with the terms of the merit
--plan, : .

" 1.43 Pay Practites Previously Sci Forth
1. Introduction

A pay practice is considered to be previously set forth only if it can be documentated
“that prior to November 1k, 1971, an adjustment to wages and salaries, or in.the case of the
merit plan, the aggregate amount to be expended was:

(a) decided finally and formally in accordance with established procedures and

(b) communicated to the management personnel responsible for implementing the pay
adjustment or to the employees affected.

Although the pay practice does not have to be reduced to writing the amount of the
wage and salary increases must be documentated. It must be demonstrated that the employer
committed himself prior to November 14, 1971, tc an amount of money to be spent on increases
and that the employer did nct retain significant discretion to vary the amount. The regula--
tions do not require that the employer grant increases equal to his total commitment, but he
may uot increase or exceed this commitment without having the "pay practice previously set
forth" expire. . .

2. Expiration of a Pay Practice Previously Set Forth

Merit plans which were pay practices previously set forth, as well as other pay prac-
tices previously set forth, are subject to the general wage and salary standard for all control
years beginning after Wovember 13, 1972. Merit plans which qualify as pay practices previously
set .forth are deemed to expire on the dsy before the effective date of any changes 1n the merit
plan, including:

(2) Ary increase or changes in the rate or rate ranges from those in effect on Novem-
ber 13,1971, - - o . T

(b) An increase in the aggregate amount to be expended for merit increases above the
aggregate amount determined prior to November 14, 1971.

(¢) A change in the job classifications to which the rates or rate ranges apply.

(d) A change in the terms or conditions of the plan with respect to any Job classifi-
cation to which it applies or a change in the policy for determining the size and
frequency of merit pay adjustments or a change in the administrative controls.

1.4y Expiration of Deferred Treatment

If a pay practice previously set forth tefminates, or an existing contract expires
during a control year, the appropriate employee unit may receive for the remaining of the con-
trol year only the excess, if any between, (a) the increase that would otherwise be perm1551ble
s under the 5. 5% standard or applicable exceptlons, and (b) the amount of increases. paid during oo
the control year pursuant to the existing contract or pay practice previously set forth.

1.5 - STATE AND LOCAL GOVERNMENT (SUBPART )

: In general, pay edjustments affecting employees of state and local governments are
subJect to the same regulations which apply to pay adjustments of private sector employees. In
recognition of certain unique compensation practices in the publlc sector, the Committee on

@ nd Local Government Cooperation submitted recommendations to the Pay Board concernlng
[]zJﬂ:catlon and modification of the regulations. After consideration of these recommendations
B oo : ‘



the Pay Board adopted regualtions (set forth in Subpart H) concerning compensaticn practices
unique to the public sector. :

) The regulations establish guidelines and procedures for pay adjustments affecting

employees of local governments which are mandated by a State, pay adjustments affecting certain
_public officials, and a modification of the definition of a "qualified" pension or retiremenl
plan for purposes of the qualified benefits standard.

O
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‘1.51 Exception for Frozen Employees (8 201.9%)

A common practice of state and local- governments is to legislate prohibitiocns ageinst
.salary increases for publlc offiecials while they hold office, or ageinst increases except at
certain specified intervals such as every two years or four years, etc. The Pay Board, recog-
nizing the fact that such laws often hold salaries at uwnreasonably low levels, permitted in-
creases in excess of 5.5% under certain conditions.

1.511 ‘Requirements {Eligibility)

(a) The employee must be an elected or appointed official.

(b) He must not be included in an employee unit which contains employees whose sala~-
ries are not frozen.

{¢) The law of the jurisdiction must have prohibited the increase for more than 12
months.

(@) The law must be a specific prohibition which establishes an ascertainable pericd
of time for the prohibition. The fact that pay adjustments must be approved by
a leglslature and the legislature has not acted for several years is not suffi-
cient.

(e) Wages and salaries for these employees {other than friuge benefits) must not have
been increased during the prohibition period.

1.512 Requirement3. (Computation)

(a) Base compensation is determined-in accordance with the unit's customary practice -
.. in terms of weekly, monthly and annual salary, etc., (not necessarily hourly),
out must include all the elements of the BLR as defined in the computation regu- -
lations.
(b) The base compensation rate determined above is multiplied X ;.5% for each year. of
the prohibited period (uncompounded), or portion thereof, less fringe benefit
increases. The result is the dollar increase allowed in the control year.

l 513 'Qualified Public Employee Benefit Plans - designed to allow 201.59 treatment for public
pension plans,

1. Requirements'{Eligibility)’
e s = (g) law must requirea trust,y or U T
{b) require money be used as premiums or invested for employee retirement plans
or bonds, or
) require funds be othervise permanently set aside for deferred compensation.
) A third party fiduciary is not required.
) Funds must remain identifisble, and be subject to accounting procedures.-
) A plan does not qualify 1f pald to, e general fund for later disbursement to
beneficiaries.

2. Requirements - Computation
L ' This is done in the same manner as in Section 201.59.
1.51L State Mandated Pay Adjustment'

ThlS is designed to permlt policy body consideration when state and federal 1nterests
conflict by classification.of these adjustments as Category I. TR, B

(a) Definition: ' a pay adjustment ‘mandated (ordered) by a legislative or admlnlstratlve
body of state government, or by the action of an agency of a state government. It must cover
local government employees, not state employees. : -

‘ (b) Requirements: a) The Pay Board reqﬁired these pay adjustments to be prenotified.
Trie resuirement did not apply in Phase III. However, where the mandated adjustment applies
tE{ T(:fects S,OOO employees or more, it must be reported to COLC.

. . e



(¢) Computation: For reporting purposes the increase may be computed by subtracting.
the previously mundated rate from the mandated rate that will be in effect when the adjustment
is implemented (the t'nct that the real wages of employees affected may be higher is not re-
quired to be included in the computation). The increase may be stated in terms of annuel or
monthly rates, etc., in accordance with the State's customary practice.

-
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;Chépter II
: WAGE & SALARY INVESTIGATION WORKSHEET S-102
iz 1 INTRODUCTION

To accomplish our mission of encouraging and achieving the highest possible degree of
'voluntary compliance , emphasis will be placed on guality and in-depth examina-
tions of all types of firms to insure compliance with the Economic Stabilization Program.
In order to establish and maintain an effective and balanced compliance program, we have
developed a nationwide wage and pay compliance monitoring program. The program will be
designed to determine compliance during Phase II and to gather intelligence data on the
willingness of firms to comply with the voluntary aspects of controls during Phase III &
IV. ‘This will be an on going program and will requlre a .significant effort.

A The objectives of the Wage and Salary Compliance Monitoring Program will be to:

l. Examine as many firms as- possible within manpower counstraints in order to maintain
a high degree of voluntary compliance.

2. Establish an effective and balanced nationwide. compliance program in the wage and
salary area.

3. Cather intelligence data on known or probable areas of non-compliance.
2.12 Where are the Cases Coming From?

Initially a sample of approximately 200 firms will be selected for intensive examina-
tions. The sample will be selected by the Office of Compliance and Enforcement, Cost of
‘Living Council from various data bases. From this initial survey we expect to develop
‘areas of known or probably nom-compliance for which our "sticks in the closet" can be direc-
ted. We also feel the examinations will prcvide the public with greater visibility of our
program which in itself will foster voluntary compliance.

" The sample selection involves the use of Pay Board Phase II files for one group of
firms to be investigated, and the News Front Data Base for the second group to provide
Hdiversity and randomness to the total list.

2,2 THE ASSIGNMENT

;mine whether there have been any violations of the Pay Stabilization Regulations. The Form
5-71 will indicate a specified assignment to be investigated.

Become* familiar with the information furnished in the assignment. The specific »
instructions included with the investigation request and the Regulations involved should also
be reviewed.

Contact a responsible officer of the firm and identify yourself. Make- it clear that

+you are investigating the firm's compliance with the Economic Stabilization Program and

that this examination of the firm's books and records is not related to an audit of the

firm's Federal tax liability. This is important because IRC 7605(b) provides that ordinarily

-"a taxpayer's books ‘and records can only be inspected once each. tax year for matters relating
to tax compliance. . .

If your authority is questioned, refer to the Economic Stabilization Act of 1970 (P.L.
91-379; 84 Stat. 799), as amended, Executive Order 11627 dated October-15, 1972, and

- Executive Order 11695, dated January ll1, 1973, as your authority. Perscnal conduct should
‘be the same as during a tax iuvestigation. Remember, you-are a fact-finder and cannot comnit
‘the Government to any particular legal action when dealing with an alleged violator. ' Never
express any opinion indicating prejudice or preconception. If you are uncertain as to the
~interpretation of a particular Regulation, seek the advice of knowledgeable technical
dpersognel. Answer question only when you are sure you are correct.

“ERIC
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2.21 The Initial Contact

When the firm is first contacted, determine whether it is subject to the Stabilization
Regulations. If the filrm is now exempt and the investigation involves periods after the
" firm was ‘exempted from the Program, close the investigation with a statement to this
effect

Initially, determine if the firm is currently in or about to enter labor negotiations.
If so, the investigation is 4o be close out and a report on the status of negotiations indicat-
‘ ing the probably completion date is to be submitted, You should in no way interfere with
the collective bargaining process.

Under Phase II regulations, companies were required to submit requests for exceptions
for increases in excess of the general wage and salary standard and to await the decision
.and order of the.Pay Board prior to putting any excesses into effect,  In certain instances,
some of these requests for exception were denied éven though there was strong representa-
tions on the part of the company and the appropriate employee unit (or union) identifying-
reasons why some percent higher than the general wage and salary standard should be given.
Often the differences between the percentage requested.and the percentage granted were
excessively large, thus possibly creating great pressures on the part of both the company
and the appropriate employee unit to perhaps make these payments at the end of Phase II
"and the beginning of Phase III. Therefore, it is proposed to utilize the Pay Board's computer
data base and initially identify those companies wherein the percentage requested and the
percentage granted is in excess of 10 percent. In these companies it is believed that there

" may have been great upward pressure on the part of either the company or the appropriate
employee unit to either make an additional payment or grant some other kind of increase
during the transition period following Phase II. Also, it is believed there may be an
inclination on the part of some of these companies to give excessively large increases under
the voluntary compliance activities of Phase III. Hence, these companies would appear to
represent a good "first cut” target for this compliance activity.

To make sure that we are not overly .aggressive with respect to companies that have
. voluntarily submitted Forms PB. 1, 2 or 3 under Phase II, we propose to access the News Front .
computer data base of 25,000 companies and select additional companies of approximately the
same size, in the same bus1ness, and in the same geographical location as .the companies being
P selected-—-from-the-Pay-Board's-data--base.-  This additional selection of companies will provide
a further cross check of similar sized companies to again determine their compliance under
-Phase II regulations and under the Phase III voluntary wage and price guidelines.

2.22 Who will make the examinations?

To ensure proper execution of an efficient Wage and Salary Compliance Monitoring Pro-
" gram, 1t is important that all examining personnel have a knowledge of the Economic
. Stabilization regulations. In this respect, pay specialists skilled in wage investigations
~and with specialized training in the technical aspects of the Pay Board regulations will
_.examine the larger firms and those containing controversial or complex issues and assist
nonspecialists in wage investigations where such assistance is requested. When nonspec1allsts
are used it is important that these individuals are aware that pay specialists are available
for assistance during the investigation. ’

2.3 INTRODUCTION TO THE S-102
2.31 General

(a) As a means of standardizing the investigative methods and to insure that the
" body of data gathered in each case is adequate for a firm determination of compliance or .
...lack of compliance, Form S-14 Compliance Investigation Summary - Wage and Salary will be
‘tised as the main audit tool of the investigation. This Summary, together with its schedules, ..
will be used with the PB-3 or PB-34 form to.determine the amount of wage and salary increase
~given, and if the increase is over the general wage and salary standard, the reason or
reasons for the exception. .

ERIC
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(b) A complete and thorough investigation is required. Many of the firms that will
be investigated are very knowledgeable of the Regulations and some may have developed
"sophisticated systems to cope with the Regulations.

2.32 ‘Conduct of Investigation
(a) Control Year

Investigations should be confined to the current control year for the appropriate
employee unit under section 201.53 of the regulations.

(b) "Decision and Orders

) Determine if the company has received determination, interpretation or decision and
order covering the turrent control year from IRS or Pay Board and .if the company is in
compliance with the decision. If the company is in compliance with the decision, the survey
should be terminated.. Parts I, II and III 7a and 7b of Form S-102 should be completed and

a FB-3 or PB- 3Awh1chever is appropriate included in the case file.

If the company is not in compliance with the decision Parts I, II ‘and III 8a and 8b
of Form S-102 should be completed and a PB-3 included in the case file. In such cases,
indicate the reasons for noncompliance and make a recommendation pertaining to the propriety
'fof a challenge under Subpart J Part 130 of the Cost of Living Council regulations,

(c} No Outstanding Decision

By use of a PB-3 or PB-3A whichever is appropriate, determine 1f the company is in
_compliance with the Wage and Salary guidelines.

If the company is within the wage and salary guidelines, the inveétigation should be
terminated. Parts I, II and III 7a and 7b of Form $-102 should be completed and a copy
_of the PB-3 or PB-3A included in the case file.

If it is determined that the _company is not in compliance with the wage and salary
guideline, all parts of the S-102 should be completed and a PB-3 included in the case file.

. "In such cases, indicate the reason. for non-compliance and make a recommcndation pertain-
ing to the property of a challenge under Subpart J Part 130 of the Cost of Living Council
regulations .

CERIC
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Economic Stabilization Program

" COLC Control No.

Complisnce investigation Summary-Wages end Selerias

IRS Contro) No.

- P
Part 1 - ldentification Mandatory Sector /] se)f Administered Sector /7
. 1 1o, Legal and trade name (1f any) b. Employer identification Number (IRS)
Employer or
Association ¢. Address (number, street, city or town, State and ZIP code)
d. Individusl in company or association to be contacted for further information e. Telephone {area code and number)
2 4, Neme T
Parant Company
a. Name, locs) number and nationsl affilistion
Un:i‘on b. Address (number, street, city or town, State and ZIP code)}
¢. Individus) in unfon to be contacted for further informatfon d. Telephone (ares coda and number)
4. Date contract was signed b. Duratfon of contract: Control Yesr From:
From: To: 1234 To:
. d. Oate of first adjustment provided for e,, Were the economic terms agreed to at a_different time from the date
under the contract, of the signing of the contrect? Yes /7 Mo /7
Contract Oats (If yes attach memorandum of understanding or other evidence or earlfer
agreement of economic terms.
f. Note: Be sure to attach 2 copy of the current and two prior contract agreements.

Part 11 - Employse Unit Involved

s. Appropriate Employee Unit b. Industry c. Principsl service d. Category e. No. of Employns
{Specify Type) Code product or activity . i Uni
s t ) 1 1 h d si he 1 143
. Has the sppropriste employee unit involved been changed since the last ing or within_the past twelve months or does the I.R.S.
:::'l':;:‘e.é:it - d|sputl the determination of the appropriate lmloyee unit? (If yes, explain)? vYes /7 No [T
Ouring the last 12 months, has a form covtrina any of the emlovees covered by this report been filed with the Internal
Revenue Service, the Pay Bolrd or COLC?
6 o Yes [T b, N [T c. IRS control number from previous case
Previous d. Pay Board or COLC case number from previous case
Fily . . .
" e, Has & decision and order been {ssued? Yes /7 (Attach copy) N (T
Part Ill - Findings and Recommendations
a. Tota) Control Yesr AdJustﬂ!nt Chargeable Againsz Wege Standard
7 {Line 3% on P8-3 or Line 29 on PB-J A) %
e Total, | i e .
- Adjustment b." “Source of ‘dete PB-3 /7 " PBIA /T (Enclose copy)
- I1f 1ine-7 o 18 $n excess of 5.5% check the appropriste colum lnd complete e Claimed Qualified
the spplicable worksheets. BRI
Worksheet
Form. Regulations N
Nusber Subject Section
$-1020 “Tandem Wage ReTatlonsi Tp 201.12
N . 5-1028 Tandem Qualified Benefit Relationship 20013
- '52{::27:: [3-T0%C Tsiential Employees BT T
S-1020 Intre-Unit Inequities 201.18
S-102€ Case-by-Cese Determination of Exceptions 201.3%
S-102F Wage Recpener Provisions 201.35{c)
- 51026 Qualified Benefits Standard 201.59
y -1 Tost of Living ATTowance 207.84(a)
S-ToeT Stete and Uocal Governments Subpart F
Othar [Specify)
Other (Solc"y)

Form, $-902 Taat (373

O
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9 Dot the employer's compensation practice 1nclude lhy previsions for incentive compansation (bonus Yes No
Executive and plans, stock options, etc.) or any other variable compansation (tales plans, comisgions, or : '
Vortable production {ncentive programs)?
Compansation (1f appropriate, complete Fomm 5-82, Compliance Investigation Worksheet - Exesutive and Variable
Compensation, and include with case file.) . .
Tnvastigator™s corments [Refer to aonlicable Ttem number, whan appropriate, 17 more space s needed,
10 continue below or attach additional sheets.)
Remarks '

Part IV - Closing Information

. 1. @ "Name of Investigator {Pleasa print) IZV. 4. Name of Reviewer
b. Vime required to complete Tnvastigation (Hours) b, Date
C. Telephone fumber d. Date wi
Farm 8- 02 Tast (370
O
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Tendem Wege Relstionship Workshest — Section 201.12

Employer's or Association's Legal Name ) COLC Control Number Date
{RS Control Number

If & tandem relationship i3 claimed with more than one unit, provide the dats requested below for all such units.
{f this sheet {5 being used for wage comparability under Section 201.30, check box. []
1

Identify the leader unlt to which vou #re claiming & tendem relatisnstiip,
Nare of Company,

Location of Unit Industry

Name & Type of Employees

National and Local Union with which employer negotiated ({f any)

"Do not
know Yes No
2. Has the leader's adjustment been approved by the Internsl Revenue Service, the Pay Board or COLC ==sn=-===-r-= [] D] []
Is there a pending CaSe? -cceemccsecmccavvesnancacansancancuaacana - anaan mmmaaa evecmaaaa PR § | 0 9]

If yes, provide case number .

J.. What was the wage rate increase of the leader unit for the control year? cents per hour 1t
. 4. (2} Give the effective gate for the increase of the lesder unit .
(b} .Give the effertive date for the increase of the follower unit .

{c) 0id the wage and salary increase of the leadsr unit become effective not more than six months before the

proposed effective date cf the wage and salary increase here requested n 0 0
5. (a) If based.on pay practices, has the tandem relationship been established for the
congacy tive yearslasaccaaaanan amvesaaa. P 0 0
{b) It dbased on erployment contracts, has the tandem refationship been establfshed in the {mmediately "
preceding two consecutive bargaining agreements?----.. SeNeeemeaieaveaetieiuesiianuaaauncaannaasiasaanuceseesanaanaaaas (] %]

{c) 1f no, explain why the tandem relaticaship has not existed for the Drior five consecutlve years or the preceding two ——
consecutive bargaining agreements?------- seamans B T Rt mevammamamsasssssassseaanes mmamamaaca vasea [] (§]

6. List the effective dates and the amounts {in cents per hour} of all wage and salary {ncreases for both the apPlicant unit and the leader unit
during the two prior contract periods or-during the prior five consecutive yearsof pay practices. 1f the Increases were based on contracts,
8130 {ndicate the effective cates of the contracts. :

If these are differential increases by job category, attach an additional sheet showing the increases for each category. .

| Applicant Unit Leader Unit R
Effective cates Cents per hour ¢/ Effective dates Tents per hour M)
ot
B
. ~

7. 1f claiming tandem or waqe comparability, suooly the current and two prior contracts for both the leader and follower unit.

*/ If the contract or pay practice provided for wage ‘lncruses speciﬂed in percentages, give the percentages w'ciﬂod and indicate what was
used as the base.

S—102A Test 271 Depsrtment of the Trassury - Internsl Revenue Service
Form - .
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‘Tandem Qualified Benefit Relationship Worksheet — Section 201.13

tmoloyer's or Assoclation's Legal Hame . LOLC Contro) tiumber ’ Date

IRS Control humber

0 THE EXTENT THAT THE LEADER UNIT HAS DFFSET 1S CHARGEABLE QUALIFIED BENEFIT COST AGAINST THE GENERAL WAGE AND SALARY STANDARD, THE COST OF
1915 COUNCTL OR ITS DELEGATE MAY REQUIRE THE FOLLOWER UNIT TO DO THE SAME.

T
L
If & tandem relationship is claimed with more than one unit, Provide the dats requested below for a1l such units.
1. ldentify the leader unit to which & tandem relationshio 15 claimed,

Name of Company

Location of Unit Industry.

Number & Type of Employees

National and Local Union with which employer negotiated contract ({f any}

. Do not
know Yes No
2. Has the leacer's adfustment been approved by the Internal Revenue Service , the Pay Board O COLC? -envnennw 9] 0N 0N
8) Is there a pending c2ee?-cacmmmcmmacreomnaansns no. 9] 1
lf'yes. provide case number. —
3. (a) Effective date(s) of the improvement 1n Qualified benefits of"the leader unit .
(b) Proposed effective date{s) of the increase of cualified benefits for the .apnhcant unit .

(c} Is the proposed effective date(s) of the {ncrease for the aoplicant unit within 12 months of the effective date(s)
of the increase given the 1e82ev unft?emc ccceaeoameomvam i aaeicvacmaraacaan eeeaetesetaccacaasvamasassscaanan | 0

4. Provide a copy of the full text of both the present and the proposed new quaiiiied benefit plans for the applicant unit
and the unit to which a tandem relationship 1s ¢laimed.

5. List the effective dates and the type and level of qualified benefit fncreases received by both the leader unit and the applicant unit during
the two fmmediately preceding contract periods or the prior five consecutive years of pay practices, .

. Apolicant Unit Leader ynit
tfrective dates T!Ee £ Tevel of beneflt Tffective dates Tyce b Tevel of benefTt

6. Show the percentage, {f any, of increased qualified benefit of the leader unit which was charged against the General Wage and Salary
Standard, ] .

7. Snow the total chargeable adjustment of the leader unit. 1

Departmont of the Treasury - Intemal Ravenue Service
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Essentis! Employess Workeheet — Saction 201.14
{For the Control Year Listed in Pary 11}

Employer's or Association's Legal Name COLC Control Number 0
* Oate

IRS Control Number

1f this worksheet 1S being used to suoport localized shortages of labor under Section 201.30, check box. [}

1. ldentify the job classification{s) which were considered essential,

a) Title and function.

b) Mow many jobs (f111cd and vacant) existed {n the essential employees category(ies) at tre time(s) of the wage rate adjustments?

¢) How many of these jobs are now vacant?

d) Mave funds deen allocated or budgeted to Pay for these positions for the yur under consideration? eseecccecce.
If no, exolain,

2. Why ware these smoloyess essenttal to you?

Yes

0

1. Indicate the number of vacancies in the essential employees classification(s) as a proportion of the jobs in that (those) classification(s):
a) At the time of the wage rate adjustments 1 d) Three months earlier R
b) One month earlier 3 " a) One year eariter . )
¢) Two months arifer A '.f) At other times, {f relevent: Oate .

' )
3
4. What were the turnover rates per 100 employees in the entire appropriate employee unit:
a) At the time of the wage rage ldj‘u‘stnlnts 1 d) Three months earlier .
b) One month earlier . 3 ¢) One year earlier —_—
¢) Two months earlfer [ f) At other times, {f relevant: Date —

S. Indicate ef_furts durfng the three months orior to the wage rate arjusiment to recruit these essential employee<. Yes

a) Were advertisements placed in newspapers or trade journals? -=--- - 9]

i7 vas. attech conlec {f availadle. ' B
(b) were the services of the State Erployment Service utilized? == Q)
¢) were trade and vocational schools contected? o... semeee-ay 8]
d) 1f yes to any of the above, were Qualified workers sttracted or referred as a result? B I L e O
) Were n;ty of them hired?ee--- N - 9}

If no, explatn why nat. ' . v
o) Other recruiting efforts (descride in detatl)

6. ere there any significant changes (dur‘nq tM pm thres months or so) in other conditions ufvml_uy_-jnt .
related to the jobs that formed 5o t3i! kie axzgption? {]
1f yes. describe the changes.

7. (a) What was the average strajght-time hourly 'm rate paid workers in the essentia) employees classification(s)

during the base payroll period?

(b) ymay was the avevace straicht-time hourly {ncrease put {nto effect for these workers (in cents per hour)? §

(c) wnat was the averaqe straight-time hourly {niresse put into effect for other workers in the aporopriate emoloyes unit
in cents per hour?) § .

8. Werethe wage rms paid by other employers fur thn job classification(s) for which you are claiming n:tptiun

- higher than your wage rates?-- ]
a) If yas, whatwere their rates? ' e
b) What was thp source of their wage rate data?

9. Explain why the requested {ncreasewas necessary to attract u.r retain employees in the essential category(ies),

10. WAy wereYOU Unable to grant the increases needed to retain your essential emloyess out of the im:run Nowable
to your unit under the general wage and salary standard?
fom $-102C Teost 373 Deportmant of the Traamry - Intomal Revenve Service,
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‘Intra-Unit Inequities Worksheet — Section 201.18
) {Far the Control Yedr listed in Part I} '

Employarts or Association's Lega) Kame COLL Contro) Number 'D".

IRS Control Number

Yes No

1. (a) Mad the fnaquitable pay sfcuatfon which you seek to corract resultad from the fntroduction of changed
technology in equipment, \methods, materials, or processes?eccena- seccmncas -ees (] 9]

(b) Dfd this change affect not less than 10 percent of the.job classificationa  and not less than 25 percent
of the employaes. in the acprooriate emoloyee unit fn which the technoloatcal chanaes had been made or intraducad?---- [} 0
2. " D1d the program describe Job classifications with sufficient datat! to fdantify diffarences tn job contant

based on relativa value of the factors by which classificatfons are measured (fncluding e.9., skill, phystca?
strain, and rasponsibility)7=-av tenicameenes y

9] 9]

), Did the program provide for a rea)igraent of wage rates that followsd & systamatic and orderly method for classifying,
ranking or rating of a)l the job classifications in the unit, giving affact to skilly effort, rasponsibility,
working condittons and othpr factors reflectad in the clessification ?-- . 8] 8]

4. Dtd the program establish rate relationships {expressed in dollars and cents) that were asteblishad tn accordance
with accepted methods for job ciassiftcations, historfcal practice in an industry, or througn some other
deronstrable guide in general use for classification purposas, including an explanation of tha derivation of
factor wafghtings on which system {3 based?---- n 8]

S. Did the program establish rate retationships (exprassed in dollars and cents) that reflactad thu diffarent lavals
of skills as myasured by grading salacted jobs from tha lowest to the highest leval, on each of which a significant
fumber of employees are grouped?-- [A] n

6. Had the percantage increase fn waga rates or rete ranges been'computed fn the mannar {ndicated below for aach job
- classification fn the unit, axcluding tha affect of “rad circla® rates, {.e., parsonal rates for individuals?ercccucccann 0 (9]

(a) For singlajob classification wage rates, show the percantage diffarcnce betwaen the waighted avarage 5f the
proposad job ratas and tha waighted avarage of current jab ratas. .

(b) For the classificatfon 6f jobs without changa n tha existing rate ranges, show tha percantage difference between
the weighted average of the rates to be patd for asch job classification after raclassification and the weighted
average of the rates actually paid uitm_n the range bafore raclassification,

le) For ravisad rata range structures, show the percantage diffarance betwsan the wafghted avarage of Lhe midpoint of
each job classification In the revised structure and the watghted avarage of. the midpoint of adch Job

ELIGIBILITY UNDER THIS EXCEPTION IS ESTABLISHED OMLY IF ALL OF THE ABOVE CAN BE ANSNERED "YES".

7.°'D1d this unit recafva an intra-unit exception during the previous control ynr?-/ - ] (1

8. (a) Mhat parcent of the base compansation rate 1n addition to tha genersl v'cg; “cm.' salary standard {s needed
to correct this intra-unit Inequity?--- 4 .

(b) what 15 tha tote! adjustment abova the standard that you ara requesting for thi: control year for this exception?----

ATTACH A STATEMENT DESCRIBING YNE APPLICANT'S CLAMPREMENSIVE, PROGRAM (AS DEFINED IN THE REGULATIONS), THE CAUSE OR NATURE OF THE INEQUITIES, AND THE
- MANNER IR WNICH 1T IS PROPOSED TO-CORRECT THEM. ) » . win .

Fom $-102D Teot (373 B ’ Departmant af the Trestury - Intomal Rovenut Servios
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' Case-by-Case Determination of Exceptions Worksheet — Section 201.30

i

Employer’s or Assocfatfon‘s Legal Name . COLC Control Number Date.

IRS Control Number

1. HlSlTORlCAL COMPARABILITY (In straight time rates):

. YES HO
(a) 01d increase, negotiated or put into effect, follow other increases in the same employer, {ndustry, union, or
10ca1 1abOF MATKE AP@A7 =t aemesasemcac e oot atar o aaeae s aaaa e iaas et as et aaanan e ae e ansaasaanaaas emmmenan 1. {1
(b} Has there historically been a comnnrablebrelatlonship between these general rates and those prevailing in the
general area, industry, or other plants within tne same InduUStry? -sec-ecccceacccnceccaeanaaeacanacencannconaccens 0] 0]
h .
(e) 1{f so, were those other related increases apnroved by the IRS, Pay Board, or COLC? ~=-m---amecne-- emssansacesenna. 0] .
(1f pre-freeze agreements, please specify, note effective dates, and whether challenges have been filed.)
(d) How many contracts (involving ho\t“many workers) are paying these rates? Number of contracts
. Total number of workers
.{e) What {3 the tyoe of relationship claimed: same emPloyer, same union, same plant, same labor market area, same
fndustry, etc.? .
(f) Provide a listing of other Appropriate Employee Units with wage and/or benefit structures comparable to those of
this AEU: Provide also the name(s) of the employer(s); the number(s) and name(s) of the local union{s}: the
tocation(s) of the AZU(s): and the ‘nurber of employees in each AEU,
NOTE: Be sure to.provide both the present and past two contracts for both the requested and related increases,
{f "Tandem" or wage comparability is claimed, also complete the.charg in Worksheet - Tandem Exception, Form S-102A. Also
show the average straight-time wage for both units. .
2. MEWLY ESTABLISHEQ COMPARABILITY (In strafght time rates) .
Are these increases intended to bring the subject rates up to those current! a{d for comparable jobs
in the area, employer, industry or unfon? «- - -- -- 9] 9]
If "Yes," obtain the rates for the Jobs in this unft and the comparable jobs for the last five years or two full
contract periods, whichever {s greater. ldentify source(s) of data. .
. 3. 1f avplicable, was the adjustment for supervisory or salaried personnel necessary to maintain the historical differential
¢ between this unit and othar employees within the same olant {who are beinq hall
#pproved contracts)? -- - .- - - ——— 0
It "Yes" show in an attached schedule the historical five-year pattern of the straight time differentials both tn
percentage and cents per-hour terms, and the average for the entire five-year period, or any other method that
shows provision for equitable treatment, between the two employee units. If amount requested is more than the
five-year average, attach additional justification for the additiona! amount.
4. s this considered a "backage tandem’ Case? ---reessesseaan m e meemeeemieeeassamesesesentesessssnesneseannnamaonos 0 9]
NOTE: "Package Tandem" - often in negdt!at(nq contracts, var{ous esployee units will negotiate varying increases;
however, over the pertod of the contract, the total contract cost will be the same in the cents-per-hour fncreases.
While this s not tandem according to regulations, ft is something that the COLC may want to consider tn
reviewing the wage increase. -
RPN If "Yes," complete and attach a schedule showing all wage and benefit tncreases for the lest five years or two
full contract periods, whichever is greater, with an explanation or justification of why the differing amount
and/or timing of the increases was negotiated and the dollar amount of the contract settlement {broken down
into wages and qualified benefits).
5. Did the case involve & "new laat® situation, where:
(8) "Tandem" cannot be demonstrated for the required perfod of time,or ----- - - S {1 8]
(b) Inttial rates were established lower than those for comparable jobs in order to allow the firm to establish ’
ftself (this should be fully documented), or company set low rates initially and then the employees were
untonized,, OF e----coameceococnoeceaaas e B e - 0 0
(c) Are these rates above or below rates for comparable jobs within the fndustry or 1abor market area? ---- [V |
If “Yes," explatn and document. e ;
6. Did parties claim exception on the basis of changes fn work-rules? 1If so, provide the following fnformation as (1 [1
necessary.
(8) The results of new contract language?
{B) Nhich rules were changed and when are {were} they:effective?
{c) Any new or revised "job security" clauses in the contract?
{d) The percentage of the work force affected by the changes? *
{e) Can the parties celculate the anticipated cost savings? What does this translate to tn cents/hour or
percentage terms? Show these calculations. .
rom $-102E Tost 379 . Devartment of the Treasury - internal Revenue Service
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Wsge Reopener Provisions Worksheet — Section 201.35(c)

Employer's or Associaticn's Lega) Hame COLC Cantrol Kumber Date

IRS Control Number

This schedule shou)d be used to regort increases undc}' Section 20).35{c), ENgloility for this exception 15 not established unless all
af the following questions can be answered yes. '

Yes No
1. Was a wase ~veperer provision incorporated in a collective bargaining agreement that existed before August 15, 19717-=wacas 0 0]
2. Did the contract set o specific date for reopening wage and/or fringe benefits negotiations?escececemcccanccceencmmncnnanen 01 0
a} {f yes, give date N -
b) Date waze renegotiations were in fact reopened .
3. Did the contrsct provide for specific termination other than by the reopener provision?-seeeeeecmecacacmiaemeseancccnanionn ¢] ¢
Remarks
r
!' “
wee o
&
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Qualified Bensfits Standards Worksheet — Section 201.89

Employer's or Association's Legal Name : COLC Control Number Oate

IRS Control Number

Fart 1. Catch-up calculations

1. Give the n‘mﬂng date of the unit's first control year.

2. for the control year Visted in Part [I, list the date and hourly cost of adjustments (from new or improved benefit plans, from secondary effects
of increases in straight-time rates, or from increases in employer contributions attributable to decreases in employee contributions) during.the
period from Hovember 14, 1968 to Hovember 13, 1971, and yive the base corpensation rate in effect during the payroll period immediately prior to
each o: the adJEtmnu. Determine the percentage increase for each of the adjustments by dividing the hourly Cost by the appropriate base com-
pansation rate. . .

(d)

(a) (b) : - (c) Col. (b
Cost of the adjustment per man-hour worked Pase compensation rate in effect during the Percent Col.(b)
during period immediataly following the payroll pariod immediately prior to each of divided by

Effective date qualified benefit adjustment the qualified benefit adjustments. 1/ Col. (c))
3. " Sum of the percentsge increases during the three-yesr period @S calculated in coluen “d* above. - [ 3
4. Subtract the total on line 3 from 1.5%. --ev - : 3

To the extent that some part of the possible 1.5% catch-up was not used during the first control year of & new contract or pay practice, the
excess may be used fn the second control vear but not thareaftsr.

1/ Calculated in Accor:{nnce with the qethodology shown on Form PC-J at Part IV, A,

Part 11, EVigibility for 5.0% rule on Form PB-3A ONLY:

S. Erployer cost of qualified benafits in the bese year as calculated by the method of Form PB-3, 1ine 23(6)(a).---cveemccecaaen $
6. Total msn-hours worked during the base€ year. {Use either (a) exact man-hours worked, {b) a reesonable estimate,
or (c) the product of the man-hours reported on 1ine 17 of Form PB-3A multiplied by the nurber of pay pariods per
year multiplied by 0,931, )-- hours
7. Employer cost of qualified hengfits per man-hour worked (1ine § divided by Vine 8). X $ )
8. Average straight-time hourly rate (from 1ine 19 of Form P8-3A) multiplied by the 1.9 Benefit factor.-cecscmcccccccncmcacmnces $
9. Base perfod qualified benefits es a percent of calculated base compensation rete (11ne 7 divided by 1ine 8).-ccsemcecnces -——- L §
Pert 111, Qualified benefits summery ,
10. "Carryover from prior con’rol year {percent evailable but not used). v
a. Catch-up ellowance. 1 3
5. 0.7% Standard. : —_—T
11. Standard for this year [etther: (a) 0.7%, or (b) the smaller of 5.0% or the difference between the percentage .
of qualified benefits in the base year (from line 9 above) snd 10%). Do not enter an amount greater than the total qualified
benefit percentace adiustment requested.--- 3 N
12. Total available for this year (sum of lines 10a, 10b, and 11). ]
v Attach ¢ copy of Form P3-3 or PB-3A for the first control yesr showing qualified benefit celculations and adfustments.
2/ MOTE: 1 11(b) 15 used, the total contribution to qualified benefits may not exceed 10% after the sdjustments have besn made.
Fom $-102G Tost (373 Denortmant ¢f the Tressury - Internal Revenue Service
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Cost of Living Allowance Worksheet — Section 201.64(a)

Employer's or Association’'s Legal Name COLC Control Number Date

IRS Control Number

1. Provide a copy of the cost of living formula in affect during the controf year listed in Part || with this submission.

|
‘, ;2. List the cost of living allowances during the ‘control year.
|

: . Number of months during Col. (b) divided Adjusted amount
Effective date the control year that the by *12 (rounded Amount of of increases
of adjustment adjustment will be in to_1.decimal adjustment {Col. (c) times

) effect ptace) Col. d))

(a) (b) {c) {d) (@)

&t« ﬁdiusted amounts from Column (e) onto line 20 of Form PB-3 or lini 22 of Form PB-3A.

Fo&n S'102H Te‘t (373 _ Department aof the Treasury - Internal Revenue Service
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State and Loc2l Government Worksheet--Subpart H

Covernmental Unit COLC Contrel hunber ' Date

1PS Control Number

Part 1. Scope -- 201.91

Pay adjustments affectina State and loc2l qouvernrent employees acnerally are subject to the same.

requlations which anply to private sector emplovioes.  Hewever, Subnart H modifies the requlations 4o
take into account certain uninue co~: ation practices in the public sector. These svecial rules aoply

to:

certificaticn prozedure (201.93), zubiic officizls whose salarics are prohibited by law from being

fncreased during @ term of office (201.%4), qualified sublic emplevea bienefit plans (201 95), and State
mandated ray adjustrents (201.94) . uhen nrovxslon' of Subvart H anely to an adjustment under investi-
gation, use the acpropriate Part(s) of this Yorksheet in addition to other avplicable S-102 worksheets.

Part 11. Certification of Pay Adjﬁétrents -- 201,93

List all certifications submitted by the governmental unit to the Pay Board pertaining to the pay.

-adjustrent being investiqated:

2,

Date AEU(s) Control

Submitted Covered . Year

Attach a copy of cach certification, if available.

" Tpart I17. !witicle Stardard for Certain Public Cfficials -~ Sectien 201.94

ELIGIBILITY UKDER THIS SECTION IS ESTASLISHED ONLY IF ALL OF THE FOLLOWING CONDITICHS ARE MET:
Congitions Met?
Yes Ho
The emnlayee fs an elected or anpointed Government official, -------- LAt -0

8.

10.
n..

12.

13.

o4,

O
ERIC
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The employing authority has elected pot to include the official in any other AEU. ---- [ 7
)

The increase is not.a State nandated pay adjustment within the meaning of 20] 96.===-- [:Z

Zr FESAYE; u/'lo' rraci ..:n o ,‘,-/,'.: 4‘-(-/"‘
The official was prohibited by lew (ccnst1tut1on.:ﬂ£@ Lo cha)ter..ees') from receiving .
an increase in salary {(cther than an irzrease in frinse bene fits) for a veriod of rore - JoreS oV
than 12 months irrediately preceedina the effective date of an increase rursuant to d
this section. =-----osmeomonmecormmnommome oo ot oo oe co oo com oo o m e ) 7
The salary paid to the official (other than fringe benefits) has not been increased :
during the prohibition period, ---ve--ee-cceccccecmeucmonconcocona R L L L L L P LT 7 Y

1f eligibiiity has been established, calculate the increase permissible under

this Section as follows:
Prohibition period {cxpressed in years and fractions thereof). e ceanna- - years.
AppIicabIe "multiple standard" (lire & multiplied by 5.5) --===-=mcaccwacacaa- ameees £

Base period compensation (ccrpenszticn paid to official curing first pay period
following the beginning of the nreiibition period; include all items considered in

The calculation of “base comtensaticn rate”). -e-m-ms-oomomscosococeoocooooooooo- ---- %
Line 8 multiplied by line 7. --ec-smescemcccccccmmcmconomcomcaocoomom oo mmemoee $
Increase in fringe benefits put into effect during prohibition period. ~------c-see-- - $
Line 9 minus line 10, ===ce-mcmmecosomocomeccnaanananas R -3
Additional increase permissible undey "qualificd benefits standard” -----c--veceoc-o-- - s
Total increase ncrmissible_oadns-:ii%vebot4en (1ine 1i plus line 12) --<--- S —
Total increase which has been put into effect. ~----vcocmcococonnnncnn- weeemoanenas - $ »

If the amount in linc 14 is eree'or than the amount in line 13. chcuk for aon1icab|11ty
of Section 201.30 (Case-bv Case Leternination of [aceﬂ;)ons) and corplete Vorksheet
$-102€, as well as other hO”kSPC"! ysed for waee cernarebility under Jection 201,30,
c.q. Tandem hage PelatlonshIp [Essential frployeos. etc

"
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Part 1V. Qualified Public Employee.Cenefit Plans -- Section 201,95

A qualified public employee herefit plan is. not recuired to meet the technical reouircrients for
qualificaticn under section dOl(n). section 401(h), or section 4C4(a) of the Internal Revenue Code,
However, such plan rust have been established by a qovcrnuent for the exclusive benefit of its
employees and their Leneficiaries, and cruloyer contribution must be: (1) rade to a trust, (2) used
as premiums to purchase annuity or retirement insurance contrects or used to purchase retiroment
bonds, or (3) otherwise ncnrarentlv set aside for cdeferreod corpensation in eny rianner other than
funding on a pary-as-vou-ao basis. A plan will nct be considered as cualified if ersloyer contri-
butions are paid to the jurisdiction's gcneral fund for later disbursement to the beneficiaries,

Use Form S-102G (Nualified Benefits Starndards Horkshent -« Section 201,.59) to determine the extent
to which employer contributions to a cualified public employee benefit plan may be treated as
excluded contributicns.

Part V. State Mandated Pay Adjustments -- Section 201.96 IR AN

E

"Section 201,95 aonlies only to pay adjustrents which are Yegally reguired by action of a State
governinent applicadble to officials er evoloyeces of local acverrrents.: This section is nut applicable
to pay adjustwents of officials or cmployees of a State government.

If Section 201.96 is apolicable. crovide the information requested below. If various pay levels
are invo]ved. provide separate corputations for. each level: s

T iy o ST s v T
1. tevel of Stztufuando&od wage, salary, or benefit {wp\cmentndn mecmccsscmcimccccacasanea §
2."ch01’of waqe, aalarv. or benefit in effect on base date (the day before thé pay
adjustment was implerented) -=--------eco-oce- el S L L EEEEL L P ITITEN ]
3. Iltem 1-1ess” ftem 2 SR SO S R R |
A‘g\.} -
4. Percent ncrease (1ten 3 divided by item 2) -cemmmcocacnaa e e T “-eie X

ey s

Attach cop1es ‘of relevant State legislative acts or State administrative orders which provide for
the present and previous mandated levels.

ta

S

O
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Roll-up ~ for computational purposes, the following formula may be used for computing’
roll-up (where there is a direct relationchir between wage increases and bgnefit roll-up). '

AU Base year cost for item which rolls up .. increase in average straight.
Base year average straight time hour by rate X time hourly rate.

3.23 Theory of Calculations (Sum-of-the-percentages)

Basically, the pay regulations use the sum-of-~ the—percen ages method for calculatlng
percent lncreases, except for cost-of-living escalator clauses.

General

Under this method, base hourly compensation is established for the base period prior
to the control year during which the requested increases are to be effective. -Such compensation
includes wages and salaries, includable fringe benefits, and qualified fringe benefits. It does
‘not include legally required payments, such as, workmen's compensation and certiamn other types
. of payments (see Part II - A - Form PB-3). Each applicant costs his increase on an hourly basis
. using the distribution of hours reported in the base payroll pericd and the base year. Time
‘weighting is not allowed except for COLA escalator clauses. That is, an applicant may not value
- .50¢ per hour payable during the second half of the year as 25¢. However, increased payments.
needed to fund existing levels or qualified benefits are not included in the computetion.
(Example: Increased employer contributions to a hospitalization benefit policy due to rising '
‘”hospltal costs for the same benefits are not included).

Example A: bu;t hes base . year compensation of $4.50 composed of $3.50 in straight-
‘time wages, 30¢ in includable fringes, and 20¢ in qualified benefits. Its control year begins
_ February 1, 1972. .It wishes to increase straight-time wages by 10¢, increase includable fringes -
by 5¢, and increase new gualified benefits by 15¢, all on February 1. No other increases are
scheduled during the first control year. Percentage computation is - i Ce

.10 + .05 + .15 _ .15 + .15 _ y (3.8%2 on wages + includables)
.00 k.00 7.5 (3.7% on quallfled benefits)

- Moral: The time of increases within a control year does not affect the percentage
calculation. ’

Rationale: This methodology compares the hourly compensation rate as it exists prior
' to .the control year during which the requested increases are to be effective and at the very end
of the control year. This best reflects the impact on costs and prices, i.e., it is end-of-
‘period costs which will contribute to the end-of-period pricing decision. -
] T The alternative of time-weighting would encourage backloading of first-year increases.:
If the Rules permitted time-weighting, a 55% increase effective only after 90% of the year had
passed would count only as 5.5%. Yet the impact would clearly be inflationary on end-of-perlod
costs, and would 1nflate the base for the next control yeear. ‘

3;3 ANALYSIS OF SUBPART E - TITLE 6 CFR (ECQNOMIC STABILIZATION) - COMPUTATION RULES
3.31 Determination of Control Year (8 201.52) -

. The C.Y. in & nonunion situation is generally November 14, 1971--November 13, 1972
(First) and November 14, 1972 - November 13, 1973 (Second). In a union situation, the C.Y. gen-
erally adopts the anniversary date of the contract. This means that a short C.Y. between No-
vember 14, 1971, and the anniversary date of the contract may be created. Thus, during the
_period November 197l--November 1972, it was possible for a union unit to have two control. years. -
This has the effect of raising the permissible increases during the 12-month Nov.-to-Nov. period.:

Example: After.an agreement expired on May 31, 1971, a two-year contract was nego-
tiated to begin June'l, 1971, It provided for an 8% increase Junel, 1971 (prior to the program),
- & deferred increase of 5% on January 1, 1972, and a second deferred increase of 4% on June 1,

1n7 Q "he two deferred increases total 9%, but neither will be subject to automatic challenge.
: T[: l(:because the unit has a short control year of November 1k, 1971--May 31, 1972, and a
. Sy + Yo of June 1, 1972-—M&y 31, 1973.



Limitations

Once the determination of the first and succeedlng control years, as established
under the regulation, is made, the specific base date may not be changed unless approved by
COLC.

3.325 Formula for computing annual aggregate increase in base compensation (§ 201.53) -

Where it is necessary to determine the annual aggregate increase in the base compen-
satlon rate with respect to an appropriate. employee unit for any C.Y., theé increase is to be
stated as a % and it is computed as follows:

the total adjustment during the C.Y. iﬁ the average straight-time hourly r;te (ASfHR)
PLUS .
the total adjustment during the C.Y. in the average hourly benefit rate (AHBR)
DIVIDED BY
the appropriate employee upit's base compensafion-rate (BCR).
'3.33 Base Compensation Rate (B.C.R.) (§ 201.54)

For any C.Y., the rate of base compensatlon (stated in dollars and cents per hour)
is the average rate of pay which equals the sum of -

the ASTHR of the appropriate employee unit for Base Payroll period
- PLUS
thé AHBR of the appropriate employee unit for the base year
3.3h Average Straight-time Hourly Rate and Adjustments (& 201.55)
The ASTHR is determined by dividing:
the total straight-time.payroll expenditures
BY | ( : o
the total man-hours paid for (including all paid leave hours).

Payroll expenditures and man-hours paid'for are determined for the base payroll
period. If the base payroll is not representative of the straight-time earnlngs structure of
the unit, a different payroll period must be chosen.

Part II A (16 and 17) of PB-3 sets forth what items should be included in calculating
payroll expenditures and paid man-hours. For example, include S/T pay for overtime, weekends,
etc., but exclude any premiums or differentials above the S/T rate.

The total adjustments in the ASTHR for an approprlate employee unit .is the amount of
1ncrease, if any, of the rate in effect during the last payroll period of the C.Y. follow1ng
the base date compared to the rate in effect during the base payroll period.

3.35 Computation Method - ASTHR Merit and Other (8 201.56 and 201.57)

: " The regulations set forth two methods for calculating adjustments in the average
straight-time hourly rate: ilée "double snapshot" method and the "ice-cube" method.. These two
methods are mutually exclusive. The determining factor with respect to whether increases paid
to members of an éppropriate employee unit are computed according to the "ice-cube'" method or
the "double snapshot" method is generally the ex1stence of either a formal or informal merit
“‘°C ~1 November 13, 1971.
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3.351 Ice-Cube Method .

A. ‘The ice-cube method is used in all pay practice or contract situations for the .
computation of pay adjustments where "merit" is not a factor (e.g. across-the-board increases).
However, the "ice-cube" method is used where an eppropriate employee unit not covered by a merit
plan on November 13, 1971, subsequently becomes subject to either a formal or informal merit
practice. :

B. The ice-cube method reflects the "sum of the percentages" method of computation
adopted by the Pay Board on December 10, 1971. Computation of adjustments in the average
straight-time hourly rate assume that there is no change in the composition of the workforce
during the control year (i.e., the composition of the workforce is "frozen" as of the base date).

The basic principlé of the ice-cube method is that the control year experience is
considered to be identical to that which existed in the base payrcll period (or base year in the
case of benefits). For purposes of adjustments in the averuge straight-time hourly rate, the
assunmption of- identical control year and base payroll period experience relates to the following:

: (1) distribution and number of employees in each Job classification or at each pay
rate;

(2) number of hours paid for and the number of hours worked; and
{3) the distribution and number of employees by yearé of service.

_The control year adjustment in the average straight-time hourly rate for an appropri-
ate employee unit is the amount by which the projected average straight-time hourly rate at the
~end of the control year exceeds the average straight-time hourly rate existing during the base
payroll period.

C. The projection is based on the workforce composition, etc., which existed during
the base payroll period. The projected average straight-time hourly rate (ASTHR) at the end of
the control year is the division of the "projected straight-time payroll expenditures" (PSTPE)
for the last payroll period of the control year by the total man-hours paid for (tmhpf) during
the base payroll period: .

o : F : (PSTPE) end of control year.
; ‘ ProjJected (ASTHR) = (tmhpf) base payroll period

3.352 The "Double Snapshot" Method

A. The double snapshot method applies to pay z2djustrents pursuant to merit plans
‘which -- : :

(1) were in existence on November 13, 1971,

(2) succeed a merit practice or contract provision in existence on November 13, 1971,
or

(3) were established, with respect to a new appropriate employee unit, in a company
plant or other business entity which came into existence on or after November lh, 1971, provided,
however, such method of computation shall not be used in the first control year the new unit
‘came into existence.

B. Definition of Merit Plan - A merlt plan is a system for paying wage and salary
‘increases which is founded upon a judgement or an evaluation of an individual employee's per-
formance rather than some other factor (such as increased cost-of-living or the length of ser-
wvice of an employee). A merit plan usually provides that an emplojee may be granted an increase
whizh varies in amount depending on the results of the employer's evaluation of employee's per-
formance.
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In the absence of formal plans, employers vho give individual increases to their
.employees as "they deserve them" {rather than a general increase to all employees in a job
category) do so by way of & "merit plan." These informal "merit plans" are not necessarily
entitled to the narrow qualified merit exception. It is important to categorize such informal
subjective evaluations as "merit plans" because the appropriate computation method, the "double
snapshot," applies to all formael or informal "merit plans," in existence on November 13, 1971.

Where an employer gives general increases, or end-of-year bonuses based on perform-
ances, he does not have & "merit plan' within the context of these regulations; such employers
should calculate general increases mccording to the "ice-cube' method or should apply the exec-
utive and variable compensation regulations pertaining to the controls on incentive bonuses.

If an employer has any discretion as to the amount of the adjustment once the employee's per-
formance has been Jjudged to be satisfactory, the adjustment is a merit increase rather than a
longevity increase. Even though length of Sservice pay determine when an employee is reviewed,
if the amount of i1ne increase is dlscretlonary, then it is merit pay rdather than longevity.

'

A portion of merit pay may not be factored out and treated as longev1ty'1n8reases

Any change of terms of a merit plan which was in existence on November 13, 1971, will
not alter the fact that it is subject to the "double snapshot" computation method. If an employ
er changes the amounts of increases, the time intervals for review,. the jobs to which the plan
applies or other terms of the plan, the computation of adjustments in the average straight-time
hourly rate is’still made in accordance with the "double snapshot" method.

Example 1: An employer has a plan for making wage and salary increases whica glves
an employee a $100 increase each yeer for satisfactory performance, $125 1ncrease for good per-
formance, or $150 for excellent performance. Such a plan would entail an "affirmative exercise
of employer discretion or subjective ¢valuation." The $100 increases for satisfactory perform-
ance will not be considered longevity but will be considered merit because of their inclusion
in a plan which distinguishes the size of increase by how well an employee has performed.

Examrle 2: An employer has a plan for making wage and salary increases which
guarantees each employee at least a 10 cents per hour increase for each additional year of ser~
vice with discretion of the employer to give up to a 25 cents an hour increase for superior
performance. This plan alSq would enteil affirmative exercise of employer~discretion or sub-
Jective evaluation. The 10 ‘cent per hour increases will not be considered longevity.

Exam ample 3: An empléyer has a plan for paying increases which gives each employee n
$20 per week increase for satisfactory performance for each of his first three years of servicey
employees during the first three years of service receive no other increases except a cost-of-
living or general increase; after three years of service under the plan employees may receive
from $10 per week to a $40 per week increase resulting from an'annual merit review. The $20
per .week increases paid during the first three years of service of an employee will be consid- -
ered longevity increases because they are separate and dlstlnct with no affirmative exercise
of discretion or subjective evaluation.-

The distinction between merit and longevity plans is an important one because longev-
ity increases may be excluded from computations, whlle merit increases must be charged agalnst
the 5.5% standard. :

Once it has been determined that a merit plen ex1sts, increases are computed as set ..
forth below.

C. Double-snapshot Method - The ice-cube method "freezes" the composition of the
workforce existing during the base payroll period. The ice-cube method is based on the princi-.
ple of "job rates" and general (i.e. across-the-board) increases, .

The double snapshot method is used to calculate aggregate increases in the average
"straight-time hourly rate of. appropriate’ employee units covered by formal or informal merit
plans (in existence on November 13, 1971) where the increases are granted at various times
throughout the control vear (e.g. anniversary dates of employment) and the amount of the in-
creases vary dependlng upon a subjective evaluation of an employee's performance. Unlike the
O  be method, the double snapshot method does not assume that control year experlence will

[: l(:ntlcal to the base payroll period experience.
e o




The "double .snapshot" is a comparison of the actual average straight-time hourly
rate  at the end of the control year with the base payroll period average straight-time hourly
rate.. The amount by which the base payroll period rate (one "snapshot™) is exceeded by the
average straight-time hourly rate in existence at the end of the control year (second "snapshot")
represents the control year adjustment, The calculation of the control year adj)ustment in the.
average straight-time hourly rate by the double snapshot method can be illustruled as follows:

(ASTHR) =‘%%§g§%%§-less %%E%%%%% .
where
(ASTHR) = adjustment in the average straight-time hourly rate
(TSTPE) = total straight-time payroll expenditures: ;

(tmhpf) = total man-hours paid for

e
. €

last pay period of the control year
base payrcll period

The formula illustrated above is the compliance test. The comparison of the actual
ending and beginning average stralght—tlme hourly rate, unlike the ice-cube method, reflects
changes in the composition of the workforce (e.g. new hires, separations, promotions, changes in
average skill ‘levels, etc.). ;

For purposes of prenotification and reporting, the applicant is required to estimate
the total straight-time payroll expenditures and total man-hours pald for during the last pay-
roll period in the control year.

The projectlons made pursuant to the double snapshot method should reflect any impact -
on the average straight-time hourly rate which result from changes in the composition of the
workforce. Changes in the compcsition of the workforce will have two general effects:

" 1. "erosion" or "slippage": the average stralght—tlme hourly rate will tend to de-
crease durlng the control year due to normal turnover where higher rated employees retireor
leave are replaced by employees at lower rates. An expansion of the workforce will tend to de-
press- the average straight-time hourly rate since new employees are usually hired at the start-
ing (or minimum) rates for a Job. . i

2. "creep" inecreases in the average straight-time hourly rate may be due to a
contraetlon of the workforce where lower rated employees are separated. 'Creep" may also occur
'due .to the .expansion of the workforce at higher rated jobs.

3.353 Average Hourly Benefit Rate (§ 201.58 and 201.59)

For the purpose of determining the base compensation rate, the average hourly benefit _
rate of an appropriate employee unit will be an amount (stated in dollars and cents per hour)
determlned by dividing --

The total cost of beneflts which would have been incurred computed by costlng each
benefit item at the rate in effect on the last day of the base year

BY

The total number of man hours actually worked (excluding paid leave hours) during
the base year.

. In computing the total cost of benefits count as included benefits those enumerated
at Part III item 22 of the PB-3 and as quallfled benefits those enumerated at Part III item 23
of the PB-3. Cost benefits as if those that will be in existence at the end of the control
year Qnﬁ been implemented at the beginning of the year
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AdJustments in benefits, regardless of whether or not there is a merit plan, are
computed on the "ice cube" basis; that is, benefits in effect at the ead of the control year
are costed assuming no change in the work force composition or years of service. This total
cost is then divided by total number of man-hours worked during the base year. The result is
the control year AHER. ‘ '

The total adjustment in the AHBR for an appropriate employee unit is the amount of .
increase, if any, above the rate in effect at the end of the base year. Any amounts saved be-
cause of a decrease in the benefit costs or because of an elimination or reduction in benefit
levels may be used to offset other increased costs due to new or improved benefits.

3.354 Qualified Benefit Standard - The qualified benefit standard represents the amount
of increase in the base compensation rate attributable to increased costs of qualified benefit
plans which would not be "unreasonably inconsistent" with the criteria established in the Act.

- It was felt that the parameters of the turn "unreasonably inconsistent" could not equitably or
.administratively be defined with reference to particular benefit levels because of the’ substan-
tial variance in employee benefit practices or plans. The Qualified benefit standard was based

on employer cost in order to reflect cost pressures on prices, relative value of qualified bene-

fits which vary directly with employee earnings, and administrative considerations related to
the need for public understanding and processing of applications for increases. ‘

Increased employer costs for qualified benefit plans are excluded from the computa-
tion of chargeable increases to the extent that these increases do not exceed the qualificd
benefit standard.

The standard may vary from one control year to the next depending on the amount that
the cost of qualitied benefit plans have increased in prior years, 'and depending on the ratio
of the AHQBR to the total base compensation rate. The qualified benefit standard is a percent-
‘age amount equal to the greater of - '

(a) 0.7% of the BCR plus whatever "catch-up" percentage (limited to 1.5%) of the BCR.

OR. o ‘\

(b) 5% of the BCR to the extent.

' \
hat the resulting average hourly qualif}ed benefit
rate does not exceed 10% of the BCR.

Additionally, the QB standard includes certain "credits" where the total amount of
the QB standard was not utilized in prior C.Y.'s

The parties may elect the most favorable alternative (either-the 0.7% and maximum -
1.5% catchup or the. Sﬁ rule) during any control yeer.

A more detailed outline of the Qualified Benefit Standard is contained in § 201. 59(3)
Also, a copy of Form S-102G (test) ~ Qualified, Behefits Standards Worksheet - is attached. The
worksheet is part of the package (S-102 Test) that has been developed for use in pay investi~
gations. The worksheet is self-explanatory and provides & logical sequence of questions to a;d’
in determining compliance with Subpart B of the regulations. Before completing the foim, the
investigator should be familiar with the QB standard and alternatives outlined above.

3.4 PB-3 AND PB-3A
3.41 Introduction

Form PB-3 - Application for General Wage, Salary, and Benefit Adjustments was issued
in April 1972. It is a revision of Forms PB-1 and 2 and supersedes them and is applicable to
both union and nonunion situations. However, the form is generally not to be used for the con~
struction industries, or for executive or variable compensatlon plans covered by Subpart F of
the Pay Board Regulatlons

Form PB-3 was to expire initially on April 30, 1973, however, COLC has received an
[: lC.J.on from the Office of Management and Budget. A comprehensive instruction sheet is avail-

or assistance in completing a Form PB-3.
Y e o ’
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In order to minimize the record review, time and cost required to complete the PB-3,
-an optional Form PB-3A was developed.

The PB-BA form eliminaies the nred to examine the payroll and cqmpensétion records
for the entire year by only requiring the employer to provide straight-time earnings data for
the most recent payroll perlod prior to the Control Year.

o - The ASTHR provided by the employer is then multiplied by 1.07 and the resulting
figure is used as the BCR on which the percentage of wage and included beneflt adjustment is
calculated. :

In addltlon, the ASTHR is multiplied by 1.19 to arrive at the BCR from which to
measure the qualified benefit changes.

The instructions for the regular (long form) PB-3 also serves as instructions for
the short form PB-3A.

‘The following examples illustrate the preparatlon of Form PB 3 and PB-3A using the
computatlon rules previously discussed.

3.42 The Special'Machine Co.

1. This employer has an appropriate employee unit which consists of 40 equipment
edjusters earning $4.00, $5.00 and $6.00 per hour. Benefits to this unit consist of:

: (a) a pension plan to which the employer contributes 8 percent of straight-line
earnings; . .
{v) life insurance which costs the empluyer $50 per $1,000, and which'is given to

employees based on their hourly earning range as follow5' $4.00 per hour or less, $4,000; $4.01
to $5.99, $5,000; $6.00 and over, $6,000; .

(c) Blue Cross and Blue Shield which costs the employer $30 per employee;

(d) ten days of annual paid vacation;

(e) five days of annual paid sick leave, and

(f) eight paid holidays.
-2. Employees are paid for 2,080 hours per year and actually work 1,806 hours.

3. These employees are not covered by a collective bargaining agreement and have
recelved general wage increases at varying times in the past.

L. On January 1, 1972, the employer implemented the following changes:
(a) a 5 percent increase in straight time hourly rate;

{b) a benefit improvement in his pension plan whlch increases the cost of the plan
by 5 percent of the contrlbutlon,

(¢) in addition, the cost of Blue Cross and Blue’ Shleld 1ncreased 10 percent without
any change in benefits.
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form PB-3

(Revised April 1973)
Pay Board
" Washington, D.C.

APPLICATION FOR GENERAL WAGE,
SALARY AND BENEFIT ADJUSTMENTS

(Not to be used for adjustments in executive or variable combensation plans
covered by Subpart D of Pay Board Regulations.)

OMB 172-R0008

Items 1 and 2 are not to be completed by 1,
applicant.

IRS Control Number

2. PB Case Number

PART |. — General Information

3. Type of adjustment

a. [ Deferred increase under contract or pay
practice existing on or before November
13, 1971. o

b. [ Other wage or benefit adjustment. .

5. is this form being filed for exception to the General
Wage and Salary Standard?

& [O Yes b.. No
(If yes, complete item 6.) ®

“7. Duringthe 1ast 12 months, has a PB form covering any
of the employees covered by this application been filed
with the interna! Revenue Service or the Pay Board?
a [ Yes b, O No
€. IRS control number from previous case

d. Pay Board case number from previods case

e. s this submission intended to be a substituté
for one previously filed? )
(a) O Yes {liyes, give reasons in an attachment.)
(b) O No
10a. Control Year:

From_ Nov. 14, 1971

To Nov. 13, 1972
b. Were these dates selected by exercising an option, un-
der Pay Board regulations, to set your first controt year?
(a) O Yes () ® No .
(!f yes, describe the basis for the dates in an’
attachment.)

4. Employees in unit affected by this application

a, Category (place X'’ in appropriate box)
(N} [ ] g

b. Exact number of empioyees on the payroll in pay period reported
in item 19, Yo N

¢. Type and location (e.g., salaried empioyees in Rye, N.Y. plant)

6. Specific exception(s) requested (state exception here, enter percgnt-
age claimed on line 40, and describe exception(s), showgng degaﬂed
caiculations, if applicable, supporting the percentage claimed, in an
attachment.)

NONE

8. Industry classification code for employees covered by this appiication
(see instruction sheet) _

9. Principal product, activity or service of empioyer operation

SPECTAL MACHINE ASSEMBLY

11. In the adjustment being prenoctified or reported, will there be a practice

of or a contractua! agreement to automatically adjust wage rates for
changes in the cost of living? a. [ Yes b. 3 No
(M yes, describe the timing and method of adjustment in an attacis

ment.)  N/A

12. Have any wage, salary, or benefit adjustments — other than . those

reported on this form — been made during the controf year described
atitem 10? a. (J Yes b. No

(if yes, describe the adjustments and their amount in an attar hment.)

13 a. Lega!l and trade name (if any)

b. Employer identification number {IRS)

123-456789

r__S];)_ecia.l Machine Co., Inc.

: Employer or
:'*.m""'m 123 First Ave.
Applicetion | —Etcetera, Md. 20760 __

€. Address (number, street, city or town, State and ZIP code)

J. P, Special

d. Individuatl in company or association to be con_tacted for further information

e. Telephone (area code and number)

301-123=4567"

14. It the employer ar association described above is'a part of or subsidiary to another employing unit that has a name (legal or
trade) different than shown above, complete the following, otherwise, skip to item 15. .

{ s. Name
Parent _
Company!

om

NONE

- b. Employer identification number {IRS)

15. If the wage, salary, or benefit adjustments described in this application are being made under the provisions of a.collective bar- '
gaining -agreement, complete the foliowing; otherwise, skip to Part il.

a. Name and affiliatic::

N/A .
"{b. Adadress (number, street, city or town, State and ZIP code)
Union
" Je. Individual in union to be contacted for further informstin:; d. Telephone (area code and number)
. Dazte contract was signed £. Ouration of contract:
From To
Q
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Form PB-3

APPLICATION FOR GENERAL WAGE,

OMB 167-R/0001

5. Is this lorm belng l|led for exception to the General

Wage and Salary Standard?
“a. Yes b. X No
(lf yes, complete |tem 6. )

7. Durmg the Iast 12 months, has a PB lorm coverlng any
of the employees covered by this application been filed
with the internal Revenue Service or the Pay Board?
a. O Yes b. O No

¢. IRS control number from previous case

d. Pay Board case number from previous case

e. Is this submission intended to be a substitute
for one previously filed?.
(a) O Yes (ltyes, give reasons in an attachment.l

(b) O No_

10a Control Year: FFSm'“NB‘v—."WIIT'1971"'”""“'"

... _13l .J.972.~.__~_~_
b. Were these dates selected by exercising an option, un-
der Pay Board regulations, to set your first control year?
(@) O Yes (b)) ® No
(If yes, describe the basis for the dates in an
attachment,)

(April 1972) SALARY AND BENEFIT ADJUSTMENTS
Pay Board (Not to be used for adjustments in executive or variable compensation plans .
: . Approval expires: 4-30-
Washington, D.C. covered by Subpart D of Pay Board Regulations.) pprov P 73
items 1 and 2 are not to be completed by 1. IRS Control Number C 2. PB Case Number
applicant, ) .
PART I. — General Information
3. Type of adjustment ' 4. Employees in unit affected by this application
a. [ Deferred increase under contract or pay a. Category (place X' in appropriate box)
practice existing on or before November 0o no " x
13,1971,
b. m Other wage or beneht adlustment . b. Exact number of employees on the payroll in pay period reported
e - in item 19.___

c. Type and location (e.g., salaried employees in Rye, N.Y. plant)

6 Speclllc exceptlon(s) requested (state exception here, enter percent-
age claimed on line 40, and describe exception(s), showing detailed
calculations, if appllcable, supporting the percentage claimed, in an

attachment.)
_NONE

Blnd[lstr; classification code for employees covered by this application
(see instruction sheet)

9. Prmcopal product, activity or service of employer operation

Special Machine Assembly

11. In the adjustment being prenotified or reported, will there be a practice
of or a contractual agreement to automatically adjust wage rates fo-
changes in the cost of living? "a. (J Yes b. O No
(1f yes, describe the timing and method of adjustment in an attach-

ment.) N/A

12 Have any wage, salary, or benefit ad;ustment< — other than those
reported on this form — been made during the control year descrlbed
at item 10?2 a. O Yes b. X No

(If yes, describe the adjustments and their amount in an attachment )’

13, a. Legal and trade name (if any)

|___Special Machine Coe,.Inc.. ..

€. Address (number, street, city or town, State and ZIP code)

b. Employer identification number (IRS)

-123-156789

Employer or .
. ass'?ciat;gp 123 First Ave. .
a s
Appiication |- Etcetera, Md.. 20760 _ o
d. Individual in company or association to be contacted for further information|e. Telephone (area code and number)
. J. P. Special . 301-123=L567
14. If the employer or assoclatlon described above is a part of or subsidiary to another employmg unit that has a name (legal or

trade) different than shown above, complete the lollowmg, otherwise, skip to item 15,

a. Name .b. Employer identification number (IRS)
Parent NONE :
Company
15. if the wage salary, or benefit adjustments described in this application are being made under- the provisions of a collective bar-

gaining agreement, complete the lollowmg, otherwise, skip to Part ).

a. Name and afiiliation

Not_Applicable

b. ' Address (number, street, city or town, State and ZIP code)

-

Uhion

¢. Individual in union to be contacted for further information

d. Telephone (area code and number) - .-

e, Date contract was signed

t. Duration of contract:

From To

. ...\)

RIC

Aruitoxt provided by Eic:
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Form P83 (4-72) . ) . Page 2

PART 11, — Straight-Time Hourly Rates and Hours

A. Base Payroll Period

16.

17.

18.
19.

Tota! payrol expenditures at straight-time rates during the most recent pay period available prior to the
contro! year. (Include straight-tirne pay for overtime, wveekend and holiday work and all paid leave hours,
but exclude any premiums or differentials above the straight-time day shift hourly rates for such time,
Also exclude ail payments to workers, funds, or insi.rrance or other carriers, for nonproduction bonuses,.
severance ot supplemental unempiovment benefits, pay-as-you-go pension plans, life insurance, savings
and thrift plans, other heaith, welfare, pension or deferred -profit-sharing plans; and all legally required
expenditures (e.g., for social security, unemplgyment iqsurance, and workmen's compensation). ‘

If the base payrolt period for which data are requested is not a representative one, for seasonality or
other reasons, provnde data for a representative period and explam in an attachment why data for the e
most recent period were not reported. . .. ... .o e e $8.000.00

Total man-hours paid for (including all paid leave) during this payroll period, Include actual, not boosted,
overtime and other hours equivalent to the straighttime payments noted on line 16. (In the absence
of fixed hours tor salaried or other emptoyees, make reasonable estimates of hours paid for during the

payroll period and explain the basis for the estimate in an attachment.) .. ........... ... ........ | ,6(}() hrs
Average straight-time hourly rate (line 16 divided by line 17). (Enter this amount on line 24, Part IV.) .. 35 Qo '
Pay period used. From_ NOV. T, 1971 To._Nov. 13, 1971

B. Control Year Adjustments in Straight-Time Hourly Rates

29.

In columns (b}, (c), and (d) below, list amounts of all straight-time hourly rate ad;ustments (including skill and inequity
adjustments) in cents per man<hour. Show corresponding effective dates in column (a). For merit adjustments made on a
continuing basis throughout the year — indicate ‘‘vartous.”
if changes are being made in piece or incentive rates, enter the increase in hourly earnings, if any, ‘that the average worker
will receive during the average hour (assuming no chonge in worker output). Where cuntrot year adjustments vary among
employees, indicate overall average increase in Cents per hour prorated over all employees m the unit on the basis of man-
hours paid. for during the base payroll period.
Make all adjustment calculations, except for those in column (c), assuming that there will be no change in the composition of
the unit between the base date and the end of the control year or in the composition or structure of hours in the base and
contro! years.
Pay adjustments made under the’ prOVlSIOns of merit plans or practices entered into since November 13, 1971, are to be
reported as a general wage and salary adjustment in column (d). For such plans, enter 'M'* next to the adjustment entry.
Pay adjustments, being made for empfoyees under an empioyment contfact or practice, based on, or that inciudes a merit
. component, incluging disCretionary changes affecting individual employees on a variable timing basis and changes ‘under
plans instituted prior to November 14, 1971, that do not qualify for treatment as.an exception under Pay Board Regulations,
are to be reported in column (c) below as follows: 1) Estimate what the average straighttime hourly rate will be during the
pay period ending on or immediately preceding the: last day of the control year. 2) Subtract the average straight.time
hourly rate in the base period from that estimate. 3) Enter the remainder in column (¢). Also, complete column (b) on the
basis of the stable work. force assumption described above. Certain merit adjustments may qualify for treatment as an ex-
ception under Pay Board regulations. If you claim such treatment, so lnducate in item 6, Part | and provide details in an.
attachment. :

See instructions for information about nonchargeable adjustments which should not be reported below.

Adjustments under merit plans (other General wage and
thsn those adopted on or after other adjustments
. edhber 14, 1971) (including skil) and
Effective Estimated adjust t .gd .d'u‘t'
mated adjust: | ments under meri
Date gog:!aﬁ:u:'.: man:’ugng 'tur‘nov.r pI'l‘m ﬁdopug.onlgr
and other factors | efter Novambar 14,
stable work force | ;neq comsideration 1971)

m

(@) (b) ) @

"
b~
n
ol

(2)

5% Geperal Yage Tncrease - Jan. 1 y 1972

bt o

(3

(4}

(5)

(6}

TOTAL

-x.T v | ] ——— P

]
t
¢
1
!
1
1
1
!
]
!
]
'
{
'
'
!
i

RSSO KR NG U (U |

(7} Control Year Adjustment — sum of (¢) and (d) (Enter this amount on linc_ 29, Partv) ....... ’ s

E

Q

e

Aruntoxt provided by Eic:



Form PB-3 (4.72) - Page 3

PART il — Base Year Man-Hours and Benefit Expenditures in the Base and Control Year

Enter on line 21 the total man-hours worked by the employees in the unit covered by this application. (Exciude paid leave hours and do not boost over-
time or other hours to reflect premium payments.) Report for the 12.month perivd ending on the base date prior 1o the control year in question (as

shown at item 10(a)). L
- ~ L :1'5.'-8‘11‘0

. - e e S e e e S R T houre

21, Base Year Man-hours Worked . ..

Report in items 22 and 23 employer payments to or on behalf of workers (including employer payments to trust funds, insurance tompanies and other’
carriers) for existing benefits. for improvements in existing benefits. for new benelits, and for changes in existing benefits due solely to changes in the
rate of employee compensation. (Do not report payments by trust funds, insurance comgpanies and other carriers to workers. Also exclude expenditures
for those items that are legally required — such as social security, workmen's compensation and unemployment insurahce. Also exclude all employee
contributions Including those withheld by the employer.)

It exact expenditures (contributions) are not available, report your best estimate, and indicate by marking “EST."” Estimate costs of improvements in exist.
ing includable benefits by projecting existing cost levels, assuming no change in the composition of the work force, in the work schedule. and in the
number of hours actually worked. In the case of pension and other benefits, the funding of which is based on actuarial estimates. provide data for the
controt year based on the same assumptions and on the same funding basis as was used in making the base year calculations. "

in calculating base vear and control vear expenditures, make the catcutations on tha basis of the benetits existing at the end of vach year, Thus, 1t
benefits were raised during the base vear, assunw that the cost of tne higher benefits existed throughout the year. Sinuldrily, 1f benetits 1n the con«
trol vear are to be raised at tne end of the vear, project costs as 1f tho higher benafit had existed throughout 1he entire year. In «aems 22 and 23, do
not report additional contro! vear expanditures or contnibutions required because of changes in cost needud to maintaih base year benefits, If a plan
18 newiy Introduced, make vour best estimate.

22. Included Benefits
T o - o T T T T T total expenditures for:
Type of benefit Base yelar Contro| year
(a (b)
(1) Shift differentials ... ... ... ... ... i $  =0=__
(2) Overtime, weekend and holiday premiums .............. ... ....... | -0=_
(3) Vacations (include DONUSES) . ... ... .....cvuieroneonenennunnns T 16,000,
(4) HOlAAYS . ... e e s 12, 800. 1 .
(5) Sickleave ... ..ot s 8,000. _ 8,400,
th j ilitary, ing, 1S T i o P 0=
Optional (6) Other leave (funeral, jury, military, voting, etc.) . . 0-_ 0
Fill-in (7) Bohuses, other than vacation and those executive or variable 1. :
compensation plans or practices described in the instructions. ... . ... —Q= (=
(8) Severance pay and supplemental unemployment benefits .. ........... == Q=
(9) Pay-as-you-g0 Pension PIans . . ... ... | -0~ i 0=
(10, Other benefits excluding those.‘repbrtable in item 23, below, and
those variable compensation ptans or practices described in the .
. instructions. (Specify) .. R RO
. (11) Total, lines (1) through (10) . $36,800. $ 38,6L0.
' (12) Control year (line (11b) above divided by man-hours from line 21, .
~ Hourli Part 1) ... ... ......... e ($0.509
Mandatory " ex enyditures S -
Fill-in f rp cluded (13) Base year (line (11a) above divided by man-hours from line 21,
or inc ude Part 111). (Enter results on line 25, Part V) . ........... PR $0.485
benefits . . - .
(14) Control year adjustment — (line (12} minus line (13)). (Enter
results on line 30, Part IV) ... ... oo il .SO_lng_w__

23. Qualified Benefits

. Control year
Type of benefits ._Employer Extra cost of base :
. Contribut
(Report here data for only those plans which qualify under the provisions of Section uni’r‘n':;uns ye;;:ﬁn;;'::a:: 2 ,,,_.\Ex;;,% ?,?,,’é,?,!,,d
203(g) of the Economic Stabilization Act of 1970, as amended. Data for all other benefits ‘Base year changes (shown in benafits
are to be reported in item 22.) . : ‘ . - Part tI B)
(a) son) - (c?
(1) Life inSUrance .. ............ooviniarnnainnannnnn $10,000. $ ©500. $ O
(2) Sickness and accident benefits . ... ... ... IERETRRT
Optional (31 Other group insurance, health and welfare plans .. .. ...
Fill-in . f
(4). Annuity or funded pensions (including deferred
profit sharing) .......... ST N
.} ___(5) Other (specify) ... '
(6) Total, lines (1) through (5) ..
(7) Total (line 6) divided (a) Base year (Enter results
by man-hours from line on line 26, Part V) . ... .
”M dat ' 21, Part Itk (b) Controi year . ......... .. ceiviiiiin.
Fiﬁ_’;‘na oy (8) Sum of line (7)h), columns (b) and (C) ....... ... ... i
(9) Cost'savings in control year (in cents per base year working hour) on base year benefits
attributable to favorable plan experience in the base or prior years or to plan changes. .
(f the savings are greater than the amount shown on (B), enter the amount shown on (8) | $ _ _QO=.__ ...
(10) Increased cost of qualified benefits (line (8) minus line (9)) (Enter results on line 32, Part IV)] $0 .051 _
: GPO 940.098
Q -

ERIC

Aruitoxt provided by Eic:



Form PB-3 (4.72) - .

Page 4

PART V. — Computation of Percent Increase

A. Base Period
24. Average s.traight-tirﬁe hourly rate (from line 18, P_art [ N $ . 000
25. ‘ Average hourly expenditure rate (qr included benefits ((rpm line 22(13), Part W), . .........ooven $ 0. h85
26. Average hourly expenditure rate for qualified benefits (from line 23(7)(a), Part ) ......... ' t"l:.»‘;". $ 0. 639
27. Base compensation rate (Sum of lines 24, 25, 8nd 26) .. ... ... c i e $ 6.124
B. Calculation of Base Period Qualified Benefit Percentage
28. Base period qualified benefits as.a percent .of base compensation rate (line 26 divided by line
27, rounded to one deCimal PIACE) . . . ... ...\ e e i 10.4%
C. Control Year Adjustments:
29. Straight-time hourly rate adjustment (from line 20(7), Part 11) .. ... ... 0 ittt $ 0. 250
30. | l.ncluded benefit adjustment (from line 22(14), Part 111} . ... .. ..ttt ittt i enans HS 0. Oéh
31. Hourly rate and included benefit adjustments (sumoflines 29 and 30) . .. ......0 .. oot ivrrennenn $ 0. 2{[’4
.32, Qualified benefit adjustrﬁeng (fr?ntl—ling 23(10), Part 1) . ... e e e e $ 0. 051
33.  Total adjustments (sum of lines 31 and 32) ... ... . ... iae s $ 0; 325
D.  Adjustments as Percent of Base Compensa@jon _(unnd to One Decimal Place) ‘
34. Hourly fate and included bengfit adjustments (line 31) divided by base compensation rate (line27). ... 4,5 %
55. Qualified benefit adjustmenf (line 32) divided by base compensation rate (line 27) ................ 0.8 %
36. Total percent ad}ustment (sum of lines 3§ AN 35) . i e e e e 5.3 | %

E. Calculation of Chargeable Control Year Adjustments and Offsetting Exceptions, if any (Round to One Decimal Place)
37. Percert offset against qualified benefit adjustment:
a. Basis(es) for claim (place X"’ in appropriate box(es)).
(1) 3 0.7 percent rule, (2) [J 5 percent rule, (3) [J catch-up (not more than 1.5 percent),
(4) [ Other : g _ .
. If vou checked (3) or (4), describe the basis(es) for your claim in an attachment containing
(as appropriate) detailed supporting calculations and an explanation of the method used in
calculating. -
b. Percent claimed (not to exceed percent on HNe 35) . ... . ... ..ottt 0.7 %,
38. Qualified benefit increase chargeable against the general wage and salary standard (lin€ 35 minus B .
B 3T o o e e e e e e e e e e 0,1 %.
39. Total chargeable adjustmént (line 34 plus liN@ 3B) . ....... ... ittt it et i h 6 %
40. Exceptions, as shown in item 6, Part |, if any, claimed as offsets to the adjustinent shown on line 39.
(Express as a percent of the base compensation rate shown on line 27, Part IV, A) .. ... ..... e -0- 9%
Certification

| (we), have reviewed the information contained in this application and certify that this application is provided in good faith, that
the data submitted herewith are factually correct, are in accordance with applicable regulations and the policies of the Economic
Stabilization Act of 1970, as amended, and that (unless jointly certified) a true copy of this application has been served on the
agent, if any, of the employees covered in this unit.

Type name and title.
For
Employer Signature Date
For Labor Type name and title
Organization ) ) i
" For Collective —
Bargaining Signature Date
Adjustments - Lo

ERIC

Aruitoxt provided by Eic:
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foen PB-3A
Ontober 1472

Pay Board
Washington, D.C.

OPTIONAL SHORT FORM APPLICATION FOR GENERAL
WAGE,” SALARY AND BENEFIT ADJUSTMENTS IN
APPROPRIATE EMPLOYEE UNITS OF LESS THAN 1,000

Not to be used for adjustments in executive or variable compensation plans as defined
by Pay Board Regulations.

OMB 167R/0003

Approval expires:
4/30/73

items 1 and 2 are not to be completed
by Applicant.

1. IRS Control Number

2. PB Case Number

PART I. — General information .

3. Number of employees in unit affected by this application (dur-

ing pay period reported at items 16-18)

Lo

4. Type and location of employees (e.g., salaried employees in

Rye, N.Y. plant).
__Hourly Paid Equipment Adjusters

9. Have any wage, salary, or benefit adjustments — other than
those reported on this form — been made during the control
year described at item 6? a. Yes O b. No®
(If yes, describe the adjustments and their amount in an
attachment.)

s, Priricipal product, activity or service of employer operation.

- 10.

___Special Machine Asgembly
6. a. Control Year: From 1

To Nav. 13, 1972

b Were these dates selected by exercising an option, under
- Pay Board regulations, to set your first control year?

(3) Yes O (b) No Q

(If yes, describe the basis for the dates in an attachment.)

7. Type of adjustment:

a. O Deferred increase under contract or pay practice exist-

ing on or before November 13, 1971.
b.  Other wage or benefit adjustment.

During the last 12 months, has a PB form covering any of
the eniployees covered by this application been filed with
the Internal Revenue Service or the Pay Board?
a, Yes (O b. No & ‘
c. IRS control number from previous case _
‘d. Pay Board case number from previous case
e. Is this submission intended to be a substitute for one
previously fited?
(a) O Yes (If yes, give reasons in an attachment)

(b) @ No

8. In the adjustment being reported; will there be a practice of
or a contractual agreement to automatically adjust wage rates

for changes in the cost of living?
a. Yes. O b. No @

(If yes, describe the timing and method of adjustment in_an

attachment.)

11. is this form being filed for exception to the General Wage
and Salary Standard?
a. O Yes b. @ No
()f yes, complete item 12.)

12. Specific exception(s) requesied (state exception here, enter
p:rcentage claimed on line 30 and describe exception(s),
nnowing detailed. calculations, if applicable, supportlng the

percentage claimed, in an attachment).

NONE

13. a. Legal and trade name (if any) b. Employer identification number (IRS)
Special Machine Co., Inc. 123=-456789

E;"sg';;:i';:r ¢. Address (number, street, city or town, State and ZIP Code)

making this | 123 First Avenue, Etcetera, MD '~ 20760

Application d
J. P, Special

. individual in company or association to be contacted for further information

e. Telephone (area code and number)

301-123-4567

14. if the emiployer or association described above is a part of or subsidiary to another employing unit that has a name (legal or

trade) different than shown above, complete ‘the followung. otherwise, skip to item 15. .

Parent a. Name b. Employer identification'number (IRS)

Company NONE

15. if.the wage, salary, or benefit adjustments described in this application are being' made under the prov:suons of a co"ﬂct:ve bar-
gaining agreement complete the following; otherwise, skip to Fart ii.

a. Name and affiliation

b. Address (number, street, city or town, State and ZIP Code)

Union

¢. Individua!l in union to be contacted for further information

d. Telephone (area code and number)

e. Date contract was signed

"|f. Duration of contract:

From: To:

CERTIFICATION i (we) have reviewed the information contained in this application and certify that the data submutted herewith are
factually correct, and in accordance-with applicable Pay Board Regulatuons. and that (un|es= jointly certmed) a true copy of this ap
plication has been served on the agent, if any, of the employees covered in this unit.

Type name and title

) E&?’LOYER - Signature [Date
" COLLECTIVE BARGAINING | Signature Date
ADJUSTMENTS :

Q

E

RIC

Aruitoxt provided by Eic:



PA

RT H. — Computation of Base

- 17

T tal payroll expenditures at straight-time rates, or at average straight-time piece rate earnings, during the
maost: recent pay period available prior to the control year. (include straight-time pay for overtime, weekend
and holiday work and all paid leave hours, but exclude any premiums or differentials above the straight-time
day shift hourly rates for such time. Alsc exclude all payments to workers, funds, or other carriers, for non-
production bonuses, severance or supplemental unemployment benefits, pay-as-you-go pension plans, life in-
surance, savings and thrift plans, other health, welfare, pension or deferred profit:sharing plans; and all legaliy
required expenditures (e.g., for social security, unemployment insurance, and workmen's compensation), -~ -

If the base payroll period for which data are requested is not a representative one, for seasonality or other
reasons, provide data for a representative period and explain in an attachment why data for the most re-
cent period were not reported .. .. .. e e R $ 8,000.00

Totat man-hours paid for (including all paid leave) during this payroll period. Include actual, not boosted,
overtime and other hours equivalent to the straight-time payments noted on line 16. (in the absence of fixed

" hours for salaried or other employees, make reasonable estimates of hours paid for during the payroll period

and explain the basis for the estimate in an attachment.) . .. .. ..vuvtvuenreertenrannennieneareeorenns _ 1.600.00_
18. Pay period used. From _ November 7, 1971 ° 7o November 13, 1972 thrs)
19, Average straight-time hourly rate (line 16 divided by line 17) .. ... ... .o uiiiein i iaieaes $  5.00
20 Benefit faCtor .. ... .. e e e 17
21. Base compensation rate (line 19 multiplied by lNe 20) . ... .ottt i it e e e $ ___5.35
PART lll. — Control Year Adjustments

- 22,

List the amounts of all straight-time hourly rate adjustments (including skill and inequity adjustments) in cents per man-hours
that are scheduled to be implemented during the control year described at item 6.

Pay adjustments, being made for employees under an employment contract or practice, based on, or that includes a merit
component (including discretionary changes affecting individual employees on a variable timing basis and changes under plans
instituted prior to November 14, 1971, that do not qualify for treatment as an exception under Pay Board Regulations) are to be
reported as follows: (1) Estimate what the average straight-time hourly rate will be during the pay period ending on or immediately
preceding the last day of the control year. (2) Subtract the average straight-time hourly rate in the base period from that esti-
mate, (3) Enter the remainder on line (a). Certain merit adjustments may qualify for treatment as an exception under Pay Board
Regulations. If you claim such treatment so indicate in item 11, Part | and provide details in an attachment. : -

Make al! other adjustment calculations, assuming that there will be no change in the composition of the unit between Lhe base
date and the end of the control year or in the composition or structure of hours in the base and control years and enter the
amount of the adjustment(s) on lines (b)-{d) and show corresponding effective dates.

Pay adjuétments made under the provisions of merit plans or practices enterecd into since November 13, 1971, are to be reported
as a general wage and salary adjustment. .

If changes are being made in piece rates, enter the increase in hourly. earnings, if any, that the average worker will receive during
the average hour (assuming no change in worker output), Where control year adjustments vary among employees, indicate
overall average increase in cents per hour. prorated over all employees in the unit on the basis of man-hours paid for during
the base payroll period. ,

EK

BIA .1 7ox Provided by ERIC

Merit plan adjustments {not including adjustments under plans adopted after Navember 13, 1971y . ., . .. @ s
) Gc_aneral wage and other adjustments: Eﬂectjve date odanuary 1, 1972 . o (by $  0.25
. R S s
. . ! i (@ ¢
23. Wage adjustment in control year {(sum of all entries at item 22a-0) . .. ... ... ...t L..__MAQ,QAS_"__;__
In compieting items 24 and 25icount as included benefits those enumerated at Part |l item 22 of the regular ‘
{long torm) PB-3 and as quaiified_benefits thase enumerated at Part Ill item 23 of the regular (iong _forrn)
P8-3. Cost the benefits as if those that will be in existence at the end of the control year had been im.ple-
mented at the beginning of the year. If the cost of the benefits is associated with wages or salaries, cost
them on the basis of the wage or salary rates that will'be in existence at the end of the cuntrol year.-Base
year hours worked, are all hours paid for during the base year minus paid leave hours.
24. Cost of new or improved included benefits per base year hour.worked ..................... ... . .. L -3 .00
25.. Cost of new or improved qualified benefits per base year hourworked ... ................... . e -8 .023
PART IV. — Adjustments as a Percent of Base Compensation
© 26. Wage adjustment (item 23 divided by item 21) ... ............ ... S P .7 %
* 27. Included benefit adjustment (item 24 divided by item21)........... D N % .
28. Qualified benefit adjustment (item 25) divided by the product of the average straight-time hourly rate (from
. “hne 19) muitiplied by 1.19=______%, less qualified benefit standard (see instruction at Part IV item E 37a of
" the regutar (tong form) PB-3) of —__ %(If you claim eligibility for more than 0.79% provide documentation .
of your claim with appropriate satistics in an attachment) .. ............ ... .. ... .. ... .. e .0 %
.29, Total chargeable adjustment (sum of lines 26, 27, and 28) . . G e e : 4.7 %
. 30. Exceptions, as shown in item 12 Part |, if any, ciainied as offsets to the adjustment shown on line 29 c
) (Express as a percent of Base Compensation Rate shownon line 21, Part It) .............. ... ... e %
GPO 865-%11
Q




Chapter Iy

PHASE III REGULATIONS

"1 -8130.1 SCOPE

4,11 8 130.1(a)

This part supersedes the provisions of the Pay Board Regulations and Price Commission
Regulations except with respect to the food industry, the health industry, and the construction
industry. However, the provisions of the Price & Pay Regulations serve as a guide in applylng
the general standards set forth in this part.

4.12 B 130.1(b)

Any report required to be filed with the Pay Board or the Price Commission under the
Provisions of Chapter II or III or any rule, order or regulation of the Cost of Living Council
in effect on January 10, 1973 which was not filed by that date, shall be filed with the Council

in the form and within the time in which it would have been filed with the Pay Board or the
Price Commission.

4,13 § 130.1(c)

_ Renegotiation provisions in price, rent, wage, or salary contracts which depénd for
the1r operation upon the modification or termlnatlon of the Economic Stabilization Program are.
declared inoperative as unreasonably inconsistent with the goals of the Program. This part
shail not operate to permit:

1. A retroactive increase in prices, rents, wages or salaries for goods or services
-scld or leased or work performed while the prices, rents, wages, or salaries were subject to the
rules of the Price Commission or the Pay Board, or .

2. A prospcctive increase in prices, rents, wages, or salaries under the terms of a
_ contract subject to a Price Commission or Pey Board decision and order, except to the extent
consistent with such decision and order. ’

Pirst - This section operates to halt reopeners which were tied to modlflcations or
terminations of the Eccnomic Stablllzatlon Program.

In. thls regard when conductlng a compliance check look closely at any reopener lan-

guage and determine whether it was tied to stabilization and if so whether increases were pald
under it. .

: Note.thet where no reopener exists, this section does not operate to stop the parties
of their own accord from reopening their contract and granting further increases.

At the 1ncept10n of readlng this secticn one must understand that CLC has 1nterpreted
contract to include "pay practices" as well. :

Second - § 130. 1(c)(1) clearly indicates that retroactive wage increases for services
.‘performed up to January 11, 1972, are not allowed BUT CLC has interpreted this to mean increase’
: above the 5.5% standard or appllcable exception. See 8 130.15.

i.e. Employer and union with second control year beginning December 1, 1972, finally
complete negotiations in February 1973, 5.5% could be paid from December 1, thru January 10 -
then Phase III standard applies. Suppose the increase negotiated was 10% - retroactively is
subject to CLC procedures outlined in § 130.15.

Third -~ 5 130.1(¢c)(ii) is of paramount 1mportance to the compliance. effort in thet it
establishes the blndlng effect of Pay Board Decisions and Orders. This means that during the
.term of the D & 0 it cannot be violated.
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b1k 8 130.1(d): DECISIONS AND ORDERS OF THE PAY BOARD

Under the rules in effect during Phase II, decisions and orders were issued by the
Pay Board with respect to executive and variable compensation plans, practices, and programs.
Many decisions and orders did not provide for expiration dates and others required only that
certain payments, awards, or grants be charged as wages and salaries when such payments, awards,

‘or grants were made. Under Phase II rules, the payments, awards, or grants which were charged

as wages and salaries were applied against the standard in the control year in which they were
paid (except in the case of deferred payments). With the progression to the self-administered
controls of Phase II, it now becomes necessary to clarify the status of, sct expiration dates
for, and provide treatment, for payments, awards, or grants made during Ph: e III, that were
subject to decisions and orders issued under the rules in Phase II.

Accordingly, a new peragraph (d) has been added tc 8§ 130.1 to provide specifically
that decisions and orders issued by- the Pay Board shall be effective only for payments, awards,
-or grants made with respect to plan, practice or fiscal years (as appropriate), beginning prior
to January 11, 1973. Furthermore, new 8 130.1(d) provides that such payments, awards, or grants
made during Phase III which are required by decision and order of the Pay Board to be charged
as wage and salary increases, should be added to other wage and salary increases, and that the
" total of such increases is subject to the general wage and salary standard provided in § 130.12.

Although § 130.12 (general standard) will apply in many situations where payments,
awards, or grants are made during Phase III, that section may not be applicable if another Pay
Board decision and order limits wage and salary increases which applies to a control year which

" ends after January 10, 1973. In that situation, new 8 130.1(d) requires that if they are to be
‘charged as wages and salaries the total of wage and salary increases to be paid must be consist- -
_ent with such other decision and order, in accordance with § 130.1(c)(ii). This is known as

the "Double D & O situation." Also, 8 130.12 will not apply to pay adjustments affecting em-
-~ployees in the food, health services and construction industries since these are under manda-
tory controls. For such industries the payments, awards, or salary increases, therefore, remain
subject to the rules and reguistions applicable to those industries.

Where a decision and order with respect to executive and variable compensation does-
‘not provide that excess grants are to be charged as wages and salaries (as in cases involving
stock options issued at 100 percent of fair market value), the grants made must be consistent
with the limitations of the decision and order, (i.e., subject to an aggregate share limitation).

4,15 8§ 130.6: THE "SPRING" REGULATION

This section was published May 30, 1973. The purpose of the regulation is to prevent
the so-called "spring effect" on wages and salaries because of the removal of mandatory controls.
The regulation provides that if a wage increase for a Jjob or appropriate employee unit was- re-
duced because of the operation of the general standard, or an action of the Pay Board or IRS,
the removal of controls cannot result in the wage rates "springing" to the levels that would be
in effect under the contract or pay practice if there had been no controls. Instead each sub-
sequent increase for the duratlon of the contract or pay practice must reflect the reduction
that occurred during Phase II.

: " Example: Unit A's BCR during Phase II was $4.00/hour. Unit A's contract, effective . .
:July 1, 1972 called for an increase of .50/hour or 12.5%. A second increase of .50/hour was
-called for on July 1, 1973. Unit A was held by .IBRS to a 5.5% increase during Phase II, or
.22/hour. Therefore, on June 30, 1973, Unit A's BCR is $4.22/hour. Unit A may not now restore
the .28/hour, and add to it the .50 called for.on July 1. Unit A msy, subject to challenge,
“implement the .50/hour increase bringing its average to U4.72/hour, (rather than the $5.00/hour

rate that is prescribed in the contract). B8 130.6(b) permits Unit A to apply to COLC for the
‘remalnder, and to pay it if COLC takes no action within 60 days

The regulaulon takes into account the fact that many units implemented their full
. contract rate immediately upon the announcement of Phase III. Such action is not a violation;
however, the increase must be reported to COLC within 30 days after May 30,.1973.

EMC
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4.2 SUBPART B - GOALS AND' GENERAL STANDARD
4,21 8 130.10 Coals

The goals of the Economic Stabilization Program are to reduce the rate of inflation
further in 1973 and to establish general confidence in reasonable stability of prices beyond
1973. The Economic: Stabilization Program is designed to encourage private behavior that is
consistent with those goals.

4,22 § 130.11 Standards

This subpart establishes standards for private behavior which are intended to be ap-
plied voluntarily and on a self-administered basis. The standards do not apply to pay adjust-
ments affecting employees of firms in the food industry, the'health services industry, or the
construction industry.

4.23 8 130.12 General Wage and Salary Standard -

The general wage and salary standard is a 5.5 percent increase per annum. The stand=’
ard .shall apply to any pay adjustment payable with respect to an appropriate employee unit after
January 10, 1973. AdJustments in excess of the standard may be made only as necessary to re-
.flect qualified fringe benefits or to prevent gross inequities, serious market disruptions, or
localized shortages of labor. The policies and principles, including the computation methods,
contained in the Pay Board's regulations in effect on January 10,1973, can be used in applying
the standard. lio wage or salary increase should be placed into effect which is unreasonably in-
con51stent with the standard or -the goals of the Economic Stabilization’ Program.

; Corment: Note that as we later speak we are only concerned here with 1ndustr1es sub-
Ject to voluntary compliance.

.Under 8 130.12: The standard is 5.5%, but as you may have:noted, CLC tends not to
emphasize the 5.5% figure but uses such ternms as are found in the last sentence of B 130.12.

1. Many people have been confused by the language in § 130.12 with respect to "qual-
. ified benefits”. This lenguage is not intended to change the Pay Board qualified benefits
standard for computational purposes (see later B 130.110 qualified benefits are still in the
base compensation rave despite arguments to the contrary).

, 2. Many people have attempted to get CLC to make their decision for them as to. what
~is allowable under & 130.12 (i.e., how far can I go over 5.5% or a self executed exception with-
out risking challenge). The intent of the Phase III program is to encourage people to make
these decisions themselves--neither CLC nor IRS is to become a crutch. Therefore, advisory
opinions are not issued. People who self execute would be well advised to document of their
own files the reasons for believing they are entitled to an exception. e "

3. DNote Pay Board regulations can be used in applying the standard.

L. Obvious probléms arise where an employer had a contract in effect. prior to Janu-
ary 11, 1973, calling for say 10 or 15% increases during 1973. The employer may think such in-;
" crease excessive in view of the stabilization effort. The Union, however, may want to enforce
the contract. Note: The Council does not agree that all pre-Phase III contracts will inevita- -
bly be paid under the voluntary compliance rules. Parties are expected to apply 130.12. The
‘employer says that under .old Pay Board regulations (8 201.35) he could have challenged the in-
crease as & Party at Interest. There are no Party at Interest challenges in the voluntary sec-
tor, though an-.employer, of course, can write CLC and notlfy CLC of the size of the pending in-
crease--nc action is promised.

b2k 8 130.14 Executive and Variasble Compensation for Industries Under Voluntary Controls

During Phase II, certain payments, awards, or grants under existing executive and™ ' -
‘variable compensation plans, practices, or programs were permitted to be made under Pay Board
. rules without being charged as wages and salaries. The same was true for replacement modified
@ 'sed plan practices or programs. A new 130.14 states the Phase III policies for all the
[: l(:lans, practlces or programs. ' : ’
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‘ Appendix B of Part 130 (as appropriate) in determining whether payments, awards, or

grants are charged as wage and salary increases. Under new § 130.1k4, these "excesses" should
be added to other wage and salary increases paid in the appropriate employee unit and the total
considered against the general standard of % 130.12.

1. Certain stock option plans. Section 130.1lh provides that stock option grants
during Phase II[ under plans which meet the four requirements of 201.76(b)(1l) should not exceed
the aupplicable aggregate share limitation except to the extent necessary to prevent cross in-

- equities, serious market disruptions, or localized shortages of labor.

2. Replacement, modified, and new plans, -practices, or programs. Under Phase III
rules, certain plans, practices, or programs were required to be submitted to the Pay Board for
~prior approval. This generally was the case when an employer replaced, modified, or revised
a plan,. practice or program or adopted a new one in which the amount of compensation exceeds
, that of the old plan, practice or program. '

In considefing submissions for prior approval, the Pay Board applied certain princi-
ples, policies, and conditions not set forth' in Pay Board regulations. A new Appendix B has
" been added to part 130 to provide guidance to employers in the above situations.

In the food, ‘health and construction industries the rules and regulations prescribed
during Phase II continue to apply and requests for prior approval, as approprlate,,should now
be submitted to the COLC.

(a) Incentive compensations plans or practices. During Phase III an employer may -
repiace, modify, or revise an incentive compensation plan or practice in effect on November 13,
1971; as defined in 8 201.T4 and 201.75 of Pay Board regulations, without prior apnroval. How-
.ever, any payment made under such plan or practice in excess of the allowable amount or in ex-.
cess of the payments which would have been made under the prior plan or practice should be
‘treated as an increase in wages and salaries and apportioned to the appropriate employee unlts
of participants. :

Where a new incentive compensation plan or practice is adopted payments with respect
to the first plan year of operation {the consecutive 12-month pericd starting with the efféctive
date of the plan) should be treated as an 1ncrease in wages and salaries, and apportloned to
the AEU of the participants.

(b). Certain rules for certain types of incentive ccompensation plans. The special
rules in new Appendix B describe the “valuation which.should be used for awards under new per-
-formance share plans and phantom stock plans adopted in Phase III to- determine the increase in
wages and salaries for participants. : :

‘ (c) Stock option plans. An employer may replace or modify or revise an existing
stock option plan which meets the requirements of ‘8 201.76(b)(1)(i} (a)-(d) of Pay Board regu-
lations after January 10, 1973, without prior approval. However, the aggregate share limita-
tion which was applicable for the prior existing plan under Pay Board regulations should continue ™
to be the. aggregate share limitation for such replacement, modified, or revised plan. If a new

stock option plan..(i.e.,-one-which.is not a replacement, modification, or revision of an exist-...

. ing plan, and one which meets the requirements of § 201.76(b)(1)(1) (a) through (d) of Pay
Board regulations), is adopted after January 10, 1973, the aggregate share limitation for the
fiscal year in which such plan operates is 25 percent of the number of shares authorized_for

stock option grants under the plan. -

A

(d) Sales or commission plans or practices and certain production incentive programs.
Sales or commission plans or practices and certain production incentive programs, as defined in
8-201.77 of Pay:Board regulations, which are applicable to employees not subject to a collective
bargaining agreeément and which were in effect on November 13, 1971, may coperate under their terms
without being treated as an increase in wages and salaries as long as 'such plans are not re-
placed, modified, or revised. - ’

i'EMC"
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Payments made under a revised, modified, or replacement sales or commission plan or
practice or production incentive program adopted in Phase III, which result in an increase in
compensation over that which would have been payable under the prior existing plan when meas-
ured against the level of sales or production volume at the time of determining payments under
such prior plan, should be treated as an increase in wages and salaries for participants. Pay-
ments under a new sales or commission plan or practice or production incentive program is also
treated as an increase in wages and salaries to participants covered by such plan, ete.

Payments treated as an increase in wages and salaries under these guidelines should
be included in the base compensation rate of the appropriate employee unit f'or purposes of
menswring wage and salary increases for subsequent control years.,

3. B 130.15 Retroactive pay adjustments for work performed on or before Jan. 10,
1973. This section was designed primarily with "Phase 2%'" cases in mind - that is, contracts
agreed to after January 10, 1973 which are retrocactive to a date prior to January 10. Under
§ 130.15 such payments may be made by employers in the voluntary sector if they do not exceed
the standard, or if thwy meet the criteris for a self-executing exception and do not exceed the
statutory percentage l.mitations, s

Payment may also be made pursuant tuv clher exceptlons, including section 201.30, but-
such payments must.be reported to COLC which may order them 'repaid 1f it is not satisfied that
the increase was Justlfled

Note: This section does not apply to firms in the mandstory sector, nor does it
apply if there was an exception request filed prior to January 10, or if there is a Pay Board
D & O covering the period for which retroactivity is sought,

4.3 REPORTING AND RECORDKEEPING FOR VOLUNTARY COMPLIANCE

Section 130.23 and 130.24 provide, respectively, that-pay adjustments which affect
5000 or more employees must be reported to the Council and those affecting under 1000 are ‘sub-’
Ject to recordkeeping. All reporting is to be made to the COLC,

These sections are self explanatory with the following exceptions:

1. Even though the section does not specifically mention the "appropriate:employee
unit" concept, such councept should be used when determining whether a pay adjustment applles to.
or affects 1,000 or-more or 5,000 or more employees. ‘

Until new forms are devised or further regulations are issued the approprlate
forms to usé for reporting and reuordkeep1n? are the PB-3 and PB-3A forms

L. '.‘«U‘-_ND.!’\.TORY CONTROLS

The ‘Phase TI rules remain mandatory for the Construction and Health Services Indus-
tries and mandatory for the Food Industry until March 29, 1973. (Subparts F, G, and H) ;

L.41 Construction Industry

In the Construction Industry there are no special new developments except that cIsc”™
and COLC have continued mandatory coverage for certain otherwise nonconstruction operations.
Section 130.72 (b) provides that in addition to those pay adjustments already determined to

ai{'fect empleoyees in construction, the follow1ng are also to be considered constructicn opera-
tions-

1.  Pay adjustments under the terms of a construction industry collective bargaining
agreement which covers both constructlon and nonconstruction operations; and

2. Pay adjustments under the terms of a nonconstruction collective bargaining agréé;
ment which —- ‘ ’

~ {a) Continues a close hlstorlcal relationship whi¢h has been established to a con-

q+rrrt10n,1ndustry collective bargalnlng agreement; and covers delivery of materials-to a con-
[: l(:b10n451te_and/or onslte application of materlal_ under‘01rcumqtancgf in which a dispute L
ring such nonconstruction agreement would cause onsite-coristruction operations to be more
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thah marginally interrupted.
L.h2 8 130.60 Health Services

During Phase II there wasn't any need to define health service providers with respect
to wages. The Price Commission did, however, establish special rules for health service pro-
viders. Until changed it is COLC position that only employees of Health Services Providers as
defined in Appendix I to Part 300 of Price Commission Regulations are subject. to Phase II wage
controls.

Appendix I - Institutional and Noninstitutional Providers of Health Services

Pursuant to § 300.18 and 300.19, this Appenidix lists examples of the institutioral
and noninstitutional providers of health services subject to those sections. The lists are not
intended to be exhaustive. : :

Institutional providers include hospitals, nursing homes and other inpatient health
care facilities. The noninstitutional providers include physicians, dentists and nurses. It
.would serve no purpose to restate here the entire list, however, in any case where a questlon
arlses it should be consulted Although not "exhaustive," it is exhausting.

L.L3 8 130.58 The Food Industry

The Food Industry was contrclled under Pay Board regulations until March 29; 1973,
when a whole new pall game was instituted with respect to reporting and prenotification. The
‘Pay Board computation rules, however, still are used. For the purposes of this section of the
course we will only attempt to tell you whether the employees are food or not food.

1. 1If the employer does not receive 20% of his revenue or 50 million dollars of his
revenue from the SALES of food his employees are not covered (B 130.51). Food is defined in
8 130.110 as follows:

"Food" means items produced or manufectured for human ingestion except

alcoholic beverages, tobacco products, or drugs. An item is not food,

“within the meaning of this definition until it enters into a process-

ing stage where it is intended for use as or in a product for human in-

gestion. ’

2. If the employer'zs exempt'from price controls hecause of Subpart D his employees
are not covered (combination of § 130.58{(b) and B 130.51). Subpart D you wWill note exempts
~most raw agricultural goods. '

. . But the mere fact that some of an employer's price€s are exempt under Subpart D does
-not exempt his employees if sales from his nonexempt food products meet the 20% or 50 miliion
.dollar test, i.e., vertical intergration of Green Giant foods where it processes as well as
grows. (one corpo;atlon)

= 3. If the employer is not exempt under (a) or (b) then his employees are potentially.
-controlled. To determine whether given employees are controlled one must loock at the composie- -
tlon of the appropriste employee unit. If 50% or more of the employees in the unit are engaged

n "food operations” the entire unit's wages are controlled. If 60 or more employees in the
'unlt are engaged in food operations, then those particular employees are controlled.

S

(a) '8 130.110 defines food operations as follows:
"Food operstions” means the growing, harvesting, manufacturing, pro-- o
duction, reising, packaging, storage, distribution, transportation, . i

or sale of food or the re=wdering of admlulstratlve or support functions i
for such activities. ) . 4

(b) Note that thgre are no smell business exemptions any more. Restgurant empfoyees
L pra Mntrolled ’
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4.5 PHASE-IN REGULA*IONS FOR PRENOTIFICATION

On Aprll 20 l973 the prenotlflcat on. requlrements were modified ( BWR 9825)

Under the new regulatlons the prenotlflcatlon of all wage and salary increases in_
the food industry will generally not be required until August 1, although prior approval for
amounts in excess of the general wage guideline (and self-executing exceptions) will continue
to be required. B

Increases under new contracts or pay practices agreed to on or after August 1, l973
must be prenotified to the Cost of L1V1ng Council and receive prior approval before they may be
1mplemented ‘regardless of the size of the increase.

Wage and salary adjustments agreed to between March 29 and August 1, 1973 may be put
into effect prior to August 1 if they do not exceed the wage guideline (and self-executing
exceptions) although such actions must be reported to the Cost of Living Council within 10 days
of the scheduled increase. :

'..l‘.-.

) Pay adjustments scheduled to be put into effect prior ‘to August 1, 1973 under terms
of agreementg reached between November 13, 1971 and March 29, 1973 may be implemented without
.prenotification if they do not exceed the guidelines and exceptions for the entire contract
year although’ they must also be reported within ten days.

‘ Increases under agreements which date back prior to November lh' 1971, as in Phase
- II, may be put into effect linder their original terms without prenotification prlor to August
1, 1973, although they must be reported and will be subject to challenge

, Generally, after August 1, 1973, pay increases, regardless of amount, will requlre_,
prior approval form the Cost of Living Council before they may be put into effect
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Chapter V

5.1 NEW JOBS, JOB.CLASSIFICATIONS OR POSITIONS
5.11 General

- Section 201.62 provides rules for the determination of pay rates for newly
..created Jobs in two situations:

1. pay rates for newly created jobs within an axisting appropriate.employee
unit; and

S 2. pay_rates'in a newly created appropriate employee unit consisting entirely
of new jobs. ‘

This section does not apply to the hiring of neéw employees to fill existing Jobs,
the reclassification of existing jobs within an appropriate employee unit, or the deter-
" ‘'mination of pay rates in a newly created appropriate employee unit which contalns new and
'ex1st1ng jobs.
The initial rate for a new job is determined with reference to comparable jobs;
thls comparlson must include the follow1ng factors:

1. duties, respon51b11ities and skill requirements;
2. length of service or experience in similar Jjobs;
3. hours of work; and

‘ 4. method of compensation (e.g., commission, piece rate, salary, hourly rate,
and amount of benefits provided, and longevity or automatic progression schedules).

According to the regulation, the Jobs or positions used for this comparison must'
be selected in the following order:

l. comparable Jobs'in the same employee unit;
. 2. comparable jobs in the same firm;
3. comparable Jobs in the same local labor market area; or

b, comparable jobs in other firms in the in&ustry.

If comparable jobs exist mthln the same employee unit, the comparlson must be-
based on such Jobs; in the absence of- comparable Jobs in the same employee unit (or if it
-is. a new appropriate employee Unit), a comparison must be made with comparable jobs in the

same firm (if any). If comparable jobs do not exist in the same employee unit or same
firm, a comparison must be made with comparable jJobs in the same labor market area (if any),
‘ete. (NOTE Just prior to the end of Phase II, the Pay Board decided to permit reference.
+40.the aEEroErlate comparability source, even if not in the order Sp601fled under the
.“regulatlon This modification is considered to be in effect.

5.12 Existing Units
The comparison of Jobs with similar duties and responsibilities determines the
“initial rate" for the new Job.- Employees hired in the new Jjob or position may be paid at.
“the initial rate established in this manner without charge to -the existing unit's maximum
*]:[{j}: ble annual aggregate 1ncrease
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However, a pay rate established for a new Job which exceeds the "initial rate"
determined by the Job coumparison is a chargeable control year adjustment to the extent
- that the established pay rate exceeds the "initial rate.

: Example: Firm J employs members of appropriate employee Unit L. During L's
third control year, J established a new job within L. After completing a Job comparison
with similaxr jobs in Unit L, J determined that the initial rate for the new Jjob is $4.00
per hour for a 40 hour week. However, J decides to establish the pay rate for the new Jjob
at $4.50 and hires five employees at the $4.50 rate. The $.50 per hour for the five new
employees is a chargeable increase for Unit L. o ¢ :

The initial rate ($L.00 in the above example) is not included in the base
‘compensation rate of the appropriate employee unit for the control year in which the Jjob
was created.

5.13 New Appropriate Employee Units

The pay rate for a new appropriate employee unit consisting entirely of new Jobs
may not exceed the "initial" rate determined by the job comparison method described above
during the new employee unit's first control year. The first control year of a new
appropriate employee unit is a period of 12 months or less endlng on November 13, succeedlng
its formation.

Example: A new appropriate employee unit consisting entirely of new Jobs was
established”on January 1, 1972. The first control year for the new unit is January 1, ‘1972
to November 13, 1972 the second control year is November lh 1972 to November 13, 1973

If a pay rate established for a new job in a new appropriaté employee unit
(consisting entirely of new. jobs) is less than "initial rate" determined by the job
comparison, the pay rate for the new job may be increased to (but not in excess of) the
"initial rate" during the first control year.

Example: The "initial rate" for a new job (B) determined by a job comparison

" study is $4.00 per hour. The pay rate for Job B is set at $3.75 per hour when the appropriate
empl.oyee unit is established. The rate for job B may be 1ncreased to $4.00 per hour during
the first control year of the new unlt :

The only increases whlch may be paid in excess of the 'initial rate" during the
first control year of a new appropriate employee unit consisting entirely of new Jobs are
increases excluded under Section 201.60. However, a new appropriate employee unit will not
meet the requirements of 8201.60(b) or (c) since the unit was not covered by a longevity-or
automatic progression plan in existence on November 13, 1971. i

‘5.2 SPECIAL COMPUTATIONAL RULES §201.6U(a) ‘a.r.ld_ (b)

5.2 Cost of Living Allowance .

.This computational rule is a modification of the "sum of the percentages"
'computatlon method. Cost of living increases pursuant to a "generally accepted escalator
formula" may be time-weighted.  (See’ §201.64(a).

A "generally accepted escalator formula" is determined with reference to prior
contracts or pay practices of the employee unit, or to escalator formulas covering
comparable employee units in the same industry. A widely used escalator formula provides
..for a 1¢ an hour increase in wages for each 0.4 increase in the consumer price index;‘.
payments are made annually, semi-annually, or on occasion, every calendar quarter. :
Stipulations are often included in escalator formulas for maximum and minimum: peyments. See .
~ Pay Board .Ruling 1973-1. ‘

EHQJ!:‘ _ . :ﬂm
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:  Computation -- The special computational rule permits a cost-of—living adjustment
- to be time-weighted by the number of months it is in effect during the control year. The
. ‘computational method can be illustrated as follows:

{coLa ) Number of months in effect
{Increase) © .Number of months in control year

" The follow1ng table illustrates the method to be used in computlng increases
pursuant to this exception: :

"Calendargyear = control year Date/Effect ¢/hr. . % Incremse Cumulative Total
Base compensation rate ‘  $5/nr.
General increase 1-1-72 20¢/hr. .0k

_coa _ ' 1-1-72. 1¢“/hr. x%: 1¢/hr. .002 Lok
COLA _ b=1-72  2¢/hr. xfg = 1.5¢/br. .003 ‘ .0L5

~C6LA. : ? 7-1-72 8¢/hr. ng = L¢/hr. Z008 .053

COLA : - 10-1-7T2  b4¢/nr. xfe:i = 1¢/hr. - .002 055

. : In the above illustration, the t1me-we1ght1ng of the cost-of-living increase
ylelds a-total increase for the control year of 5.5%. Without time-weighting, the total
_ increase would have been $.35 an hour or 7% on & base of $5.00.

The cost-of-living increases computed pursuaﬁt'to this special rule are included
~with other control year adjustments in the average straight-time hourly rate. This special
rule is not an exception to the 5.5% standard. ' In the above illustration, the general
‘increase and the two-cost-of-living increases (time-weighted) cumulated to 4.5 percent'as of
4-1-72.. If on 6-1-72 a general 1.0% increase were scheduled to go into effect, the
cumulative total of increases during the control year would be 5.5 percent as of that date;
therefore, no further increases may be given without an exception.

5.22 Reduction in Hours

A reduction in the scheduled hours worked per week, day, or other unit of time
without & proportionate decrease in pay is a chargeable adjustment in the base compensatlon
rate for the control year. (See Section 201.64(Db).

5.221 ea. :General Rule -- The base compensatlon rate is an hourly rate
determined by dividing' the total cost of wage and salaries by the total man-hours paid (for
. straight-time payroll expenditures) and total man-hours worked (for included and qualified
‘benefit costs). Any decreasé in the denominator (man-hours worked or peid for) attributable
to a reduction in scheduled hours wqued will result in an increase in the hourly base
compensation rate. This adjustment affects the base -compensation rate (direct effect) and
the control year adjustments which are calculated on the basis of hours worked or paid for
during the base year (secondary effect). -

The direct effect of a reductlon in hours is a percentage increase in the base
;compensatlon rate which is determined as follows:

(scheduled hours worked in base) (proposed schedule of) .
period ) - ( hours worked ) x  100=%
proposed schedule of hours worked . : :

- Example 1: The scheduled hours worked in the base period for Unit V was 4o hours
'fper week; during the control year, the employer of Unit V plans to reduce the scheduled .
“‘number of hours worked per week from 40 to 35 hours. The direct effect of reductlon in
rD{l‘C; 14.3% /(40-35) = 35'= .1h3; .143 x 100 = 1h 3%/
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The secbndary effect of'a\reduction in hours is a percentage increase which
reflects the impact of the reduction in hours on control year adjustments. For example,
the control year cost of qualified benefits is illustrated as follows:

Total cost of qualified benefits control year
-Total man-hours worked in base year

A reduction in hours worked, by decreasing the denominator, will underestimate
the actual hourly adjustment in the qualified benefit rate.- The secondary effect of a
reduction in hours is determined as follows: -

(direct effect of reduction in hours) (%) x total control year = % adjustments (%)

Example 2: Assume the same facts as Example 1. During the control year, Unit V
receives a total control year adjustment (Part IV, line 36_on Form PB-3) of 8%. The .
secondary effect of the reduction in hours would be 1.1% /(direct effect) .143 x .08 (control
year adjustment) = .011; .011 x 100 = 1.1%/. .

The total chargeable increase in the base compensation rate attributable to a
reduction in hours is the sum of the direct and secondary effects. In the above examples,
the total increase would be 15.4% (14.3 x 1.1). ‘

) The 15.4% reduction in hours increase is added to other control year adjustments
to determine the total control year inereases; in the above examples, the total control
year increase would be 23.L4% less the available qualified benefits standard (15.4% + 8%).

5.222 Alternative Method -- The special rule calculates increases in the base
compensation.caused by a decrease in the denominator of the base compensation rate formula
on the assumption that the numerators (total cost of qualified and included benefits and
total straight-time payroll expenditures) are constant.

Where the numerators of the base compensation rate formula are affected by the
reduction in hours, alternative methods of calculation may be used.

The numerators will be affected by any reduction in straight-time pay. 1f the
reduction in hours is accompanied by a decrease in the average straight-time hourly rate,
the amount of decrease, (expressed as a percentage of the base compensation rate) including
any "negative" secondary effect on included and qualified benefits, may be used to offset
the percentage increase attributable to the reduction in hours computed pursuant to the
general rule. :

Example: Unit M reduces the scheduled work hours from 40 to 35 hours per week;

Unit M receives no.control year adjustments in the base compensation rate other than the
reduction in hours. - The total control.year increase for Unit M is 14.3% (the secondary
effect is zero, .143 x 0 = 0; see Example 1 in 3.421). The average straight-time hourly
rate of Unit M is $5.00 during the base payroll period. The base compensation rate of

Unit M is $6.50 per hour. The average weekly salary of Unit M was $200 during the base
payroll period. Unit M wishes to reduce the weekly salary to $180 (or $4.50 per hour for
40 hours) to offset the cost of the reduction in hours. The percentage offset is $.50 per
hour in the average straight-time hourly rate or 7. 77 of the base compensation rate

(.5 R = 6.50). In addition to the 7.7%, the decrease in the straight-time rate has a
"negative" roll-up effect on included and qualified benefits. For éxample, the overtime
premium at $5.00 per hour was $2.50, at $4.50, the overtime premium is $2.25 resulting in
a negative roll -up of $.25 for each hour of overtime worked in the base year. The negatlve“
roll-up amount (expressed as a percentage of the base compensation rate) is added to- the
. percentage decrease in straight-time pay to yield the total offset to the reduction in
hours increase. ’ '

An.altefnative‘method may also be used -where the numerators in the base
compensation rate formula are increased, e.g. where the method for accural of paid leave is
1ndependent of the unit of t1me used for the reduction in hours.

EMC
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ﬁ5.3 LONGEVITY AND AUTOMATIC IN-GRADE PROGRESSION
‘ - ' o

K Longevity and automatic in-grude progression are excludeﬁ from the computation of
control year adjustments if' the longevity or automatic progression increases were --

1. provided for in an eémployment contract in effect on November 13, 1971; or
2. provided for in a pay practice previously'set forth on November 13, 1971.

The exclusion extends to increases in successor contracts or pay practices to the
~extent thal the increases do not exceed the amount provided for in the existing contract or
pay practice previously set forth.

This exclusion has been interpreted to apply to increases paid pursuant to longevity
or automatic progression plans in existence on November 13, 1971, in addition to those
‘plans contained in existing contracts and pay practices previously set forth. (See Appendix
B, Ttem (1 ) 36 FR 21953, for historicel basis. ) ‘ . '

Long6v1ty and automatlc progression increases must be solely related to the employee's
length of service and must operate without significant affirmative exercise of employer
discretion or subjectlve evaluation of the employee's work performance. The only conditions
{which ‘can attach to the increase sre satisfactory performance and length of service. Further,
‘the amount of the increase must be determined in advance and may not be subdect to any
discretionary adjustment. If an employer has any discretion as to the amount of the adjust--
ment once the employee's performance has been judged to be satisfactory, the adjustment is
a merit increase rather than a longevity increase. Even though length of service may
determine when an employee is reviewed, if the amount of the increase is discretidnary, theu
it is merit pay rather than longevity.

Example 1:° An employer has a plan for making wage and salary increases which gives
an employee a $100 increase each: .year for satisfactory performance, $125 1ncrease for good
performance, or $150 for excellent performance. Such a plan would entail an "affirmative
exercise of employer discretion or subjective evaluation. = The $100 increases for satis-
factory performance will not be-considered longevity but will be considered merit because
of their inclusion in a plan whlch distinguishes the size of increase by how well ‘an employee
.has performed.

Example 2: An employer has a plan for paying increases which gives each employee a $20
per week increase for satisfactory performance for each of his first three years of service;
employees during the first three years of service receive no other increases except a
cost-of-living or general increase; after three years of service under the plan employees may
“receive from $10 per week to a $40 per week increase resulting from an annual merit review.
~The $20 per week increases paid during the first three years of service of an employee will -
‘be considered longevity increases because they are separate and .distinct w1th no affirmative
-exercise of discretion or subjective evaluatlon

- Parasgraphs 201.60(b)~and (c) provide that the exclusion may be continued for longevity
‘and automatic in-grade progression increases in successor contracts and pay practices to the
extent that the "successor" increases do not exceed the amount prov1ded for in the contract
or pay practice in existence on November 13, 1971.

The exclusion relates to the plan in existence on November 13, 1971 and not to the
-amount of money paid out in longevity or automatic progression increases during the base
“payroll period or base year.. The plan in existence on November 13, 1971, may be continued
'in 'a successor contract or pay practice regardless of an 1ncrease in the absolute amount
of dollars paid out during the control year. :

- Example: On November 13, 1971 Employer T pald employees of appropriate employee Unit C
‘8 $lOO increase after ten years of service. During the base year,:5 employees reach their
“tenth anniversary with T and received the $100 longevity increase for a total cost to T of ;
*$500. -During the control year, 7 employees will reach their tenth anniversary, costing T :
$7nn for longev1ty increases. The additional $200 cost of longevity increases during the
: [: l(:year is excluded ‘from the computation of control year adjustments because payment

under the same plan wh1ch was .in existence on November 13, 1971.
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_ If the plan which was in existence on November 13, 1971, is modified after November 13,"”
1971, any increases in employer cost are chargeable adjustments for the control year. Some
common modifications of longevity or automatic progression plans are:

l. an increase in the frequency of 1ncreases (e.g. change from 5¢ every 16 weeks
to 5¢ every 10 weeks);

2. an incresse in the size of increases (e.g., change'from $100 annual increments
to $150 annual increments);

3. a modification of eligibility requlrements (e.g., change from 5 years in grade
to 5 years with the flrm), or

4. the addition of more longevity steps at the top of range (e.g., change from
annual increments for five years until Job rate maximum to annuel increments for
five years plus one additional step at 10 years of service).

A longevity or automatici progression-plan-in-existence-on--November.13,.18T1l,.is.not .. ... _
considered to be "modified" if the increased amounts paid under ‘the plan are attributable to
the secondary effect of general wage and salary increases.

Example 1: On November 13, 1971, a longevity plan provided for a 2 percent increase in
~ weekly salery after 10 years of service. The average salary for employees with 10 years of ~

service was $100 per week. The November 13, 1971, plan cost $2 per week per employee with 10
years of service. On March-1, 1972, salaries were increased across the board 5 percent,
resulting in an average weekly selary of $105 for employees with 10 years of service. The"
November 13, 1971, plan now pays out 2 percent of $105 or $2.10. The additional $0.10 per
week increase is not-considered a modification of the plan in existehce on November 13, 1971,
the entire $2.10 may be excluded. :

The computational rule set forth in Section 201. 64{c) calculates the amount of a charge—'
able increase for the control year, if any, attributable to the modification of a longev1ty
or automatic progre551on plan in existence on November 13, 1971. The chargeable adjustment

 _is the amount of excess, if any, of ’

1. the projected tobval amount of increases granted pursuant to the modified plan
during the control year, over

2.. the projected amount that the November 13, 1971, plan would have generated f:r’
the control year had it been in existence.

. All projectlons are made on the basis of the same workforce composition which existed
durlng the base payroll perlod except that the distribution of employees by length of service
will be "aged" by.one year. This method does not reflect changes in skill levels or size of
the unit but it does "melt" the "ice cube" for purposes of measuring changes in length of
service. :

Any changes in a longeV1ty or automatic progre551on plan during a control year are
assumed to be in effect for the entire control year

Example 2: Employee Unit X contains 10 employees, two with 8 years of service, seven
with 9 years of service and one with 10 years of service. On November 13, 1971, the employees.
were covered by a longevity plan which provided for a $500 per year increase after 10 years
of service. On March 1, 1972, the longevity plan was changed to provide for a $750 per Year
- increase after 10 years of service. The chargeable increase for the first control year would
be 32,000 (i.e., 8 employees x $250 per employee). This amount would be reduced to an hourly
rate and .charged as an increase in average straight- tlme hourly rete for employee Unit X. 2R

ple 3: Assume the same facts as in Example 2 but instead of increasing the longev1ty
»payment after 10 years of service, the employees would receive $500 per year after 9 years of
service. The November 13, 1971, plan would cost $3,500 for the seven employees reaching their
1“*3 anniversary. The modified plan would cost $3,500 plus $1,000 for the two employees e
[ l Cng their ninth anniversary. The chargeabie amount would be $1,000 ($4,500 ~ $3, Soo)

. 4 te an hourly ;ate for the employee unit during the control year.

e




If the amount of longevity or automatic progression increases paid under a modified
~plan is less than increases which would have been paid under the plan in existence on

November 13, 1971, the amount saved may not be used to offset any chargeable control year
-adjustments unless otherwise provided by the Pay Board in a decision under Section.201.30.

All increases paid pursuant to longevity or automatic progression plans established after
. November 13, 1971, are chargeable adjustments for the control year.

“
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CHAPTER VI

EXECUTIVE AND VARIABLE COMPENSATION

7§pecial Note

The rules set forth in Subpart F of the Pay Board Regulations apply to firms in the
mandatory sector and serve as guidelines for firms in the voluntary sector during Phase III.
Additional Phase III guidelines are contained in Appendix B to Part 130 of the Cost of Living
‘Council's Regulations., Any references to required Pay Board approval contained in this text
DO NOT apply to firms in the voluntary sector during Phase III. Such firms are governed by
the guidelines contained in Appendix B. References to Pay Board approval with respect to ficns
"in the mandatory sector should be understood to mean Cost of Living Council approval during
Phase III. \

6.1 INTRODUCTION

These regulations specifically deal with compensation such as bonuses and stock options
normally received by executives, and with other forms of variable compensation such as sales,’

commission and production incentive payments. These regulations also provide special rules. .-

to govern situations where new plans, practices, or programs are adopted by existing or new’
employees. A separate set of rules is required because executive and other forms of variable
vompensation are typically highly individualistic in nature, tailor-made for an employer, an
executive group, or even an individual executive. Additionally, the operating period for these
plans is different from the usual weekly, bi-weekly, or monthly payroll period. For example,
bonus plans typically provide for once-a-year payment and stock options are often granted

even less frequently,

6.7 COVERAGE - §201,71

The regulations separate executive and variable compensation from other forms of
compensation, The term "executive' is not defined. However, the determination of .whether the
rules regarding executive and variable compensation apply to an item of compensation does not
depend on the individual receiving the compensation but on the type of compensation:received.

.. Thus, where an employee who is not an executive is granted a stock option under a stock option "

plan, executive and variable compensation rules would apply.
Where any provision of Pay Board regulations conflicts with a provision of the executive
- and variable compensation regulations, the executive and.variable compensation regulations
control to the complete excu151on of the other regulations. <o

" These regulations do not affect any provisions of a collective bargaining agreement.

6.3 DEFINITION OF TERMS - §201,72.

In section 201,72 "wages and salaries" is defined to mean the same as under §201 2 except

that items constituting incentive compensation are not wages and salaries, unless otherwise

treated as wages and salaries under the executive and variable compensation regulations. This

-means that unless specifically included in wages and salaries, an item is not includible as
wages and salaries and would not count against the allowable wage and salary increase with
respect to an appropriate employee unit for the control year.paid or go into the base for .pur-
poses of computing the allowable wage and salary increase for the appropriate unit {or the
control year after the control year paid.

) The term “executive compensation is defined to include base salaries, job perquisités,.
and incentive compensation, - . -

The term "base salary” means the cash remuneration paid to an employee on a regular

periodic basis, This term includes present payments as well as deferrals, but does not includea

‘any payment-in property other than cash,

”he term
[: l(:f an employee by .an employer for the performance of  services.” The list of items which:

<
-items which .are considered as_job perquisites.

job perguisites™” is defined to mean "any item paid to or furnished to or on be-~5

's the definition is not exclusive. It is only designed to give examples of the types ofk




The tern "incentive compensation" is also defined by examples. The list of examples
includes any bonus (whether or not payable in cash)., This type-of bonus includes the bonus
~paid to the president of a large corporation based exclusively on an increase in sales,

: profits, or dividends, as well as a Christmas bonus pa1d to an employee who is not an
executive.

Also, included are so-called phantom stock awards. A phantom stock award basically is
an award of a fictional share of stock of the emp]oyer corporation, The employee under this
type of plan is credited with a certain number of either or both dividend or share units.

A dividend unit entitles the holder to receive the dividend declared with respect to an

actual share of stock. The share unit entitles the holder to receive the appreciation with
‘respect to an actual share of stock over the period of time between the grant of the unit and -
the time the holder elects-to receive this appreciation. While no shares of stock are

actually granted to the employee, he holds either or both the rights to any dividends and any
appreciation as if he held the stock.

Performance share awards are included in the definition of incentive compensation. Under
.such..type of incentive plan, an employee is granted a certain number of contingeént performance
share units, each equivalent to an award of a- share of stock. However, the award is payable
(either in stock of the employer or cash) at some time in the future only if certain perfor-

mance goals under the plan are met. These goals are often in terms of increases in earnings

‘per share with respect to the common stock of the employer over a period of time. If these

goals are not met there may be no payment or there may only be partial payment,

Employer contributioms. to stock purchase plans are included. A stock purchase plan is a
plan under which an employee is allowed t8 buy stock in his employer. If the purchase price .
is less than fair market value of the stock at the time of the purchase, the discount is
treated as an employer contribution to the plan. Under other types of plans, the employer
makes actual contributions to the plan on behalf of the employee.

Employer contributions to stock bon@s plans are also included whether or not the plan is
an. income tax qualified plan., A stock bonus plan is a bonus payable im.stock, usually in the
stock of the employer, which is deférred until retirement or termination of the employee.

Employer contrlbutlons to prof1t sharing plans which are not tax qua11f1ed are included.

Those contributions to tax qua11f1ed profit shar1ng plans are employer contributions to a quali-
fied beneflt plan (see’ Sect1on 201.59). .

The term "existing c%ntract" is defined to mean a contract with respect to employment
in effect on November 13, 1971, all the elements of which has been reduced to a writing and
which has been signed by both the employer and the employee. In order to qualify as an
existing contract each of these requirements must be met., If qualified as an existing contract,
the contract does not lose its character as executive or variable compensation, but is .
allowed to operate according to its terms within the limitations of §201.35. The plan or |
practice embodied in the expired contract is allowed to operate within the framework of the
exécutive and variable compensation regulations as an incentive chmpens%tioﬂ plan or practice.

The term "pay practice previously set forth" is defined as an incentive compensation
plan or practice in effect on November 13, 1971, which has been communicated to the affected
employees, where the aggregate amount of the payment or award cannot be increased or withheld
in its entirety by the exercise of any discretion, where the aggregate amount of the payment
r.award. is determined by a definite method or clear formula and where the definite method or
lear formula is applied only to a wage or salary amount without reference to profits, earn-
ings, or any factor or item other than the actual wage or salary amount., In order to qualify
s‘a pay practice previously set forth, éach of these requirements must be met, If qualified
S a pay practice previously set forth, the pay practice does not lose its character as
xecutive or variable compensation but is allowed to operate according to its terms, within
he limitations of $201.35. Once the pay practice expires within the meaning of 8§201.35 it
can' no longer operate under that section. However, the practice is then allowed to operate

nder-‘the executive ‘and variable compensat1on regulations as an incentive compensation plan or
ract1ce.

@ ™e criteria for eligibility as a 'pay practice previously set forth" are very stringent.
[: l(::gly, any plan or.practice introducing an cutside element, such as, profits, as a factor
o O0 the amount of bonus will not qualify. - In effect, the orily plans or practices:for




fixed amounts, of if variable, amounts based on the existing wages or salaries. For example, -
. plans or practices providing for a bonus of two weeks pay or 10% of salary at year end which.
is payable regardless of nlofits or. any other measure of buszness performance would meet
" this requirement,

Although it is clear that this restriction applies to the determination of the aggregate
bonus pool for an approprlate employee unit, an employer would be erroneous to interpret the
restriction as meaning that this'plan falls within the definition because individual bonus )
awards are made as a percentage of the employee's base salary, even though the aggregate bonus
pool was determined through the use of a profit-related formula.

Also defined is the term 'plan, Q;acticeirorggrogram unit." This is the unit of the )
employees who are eligible to participate in the plan, practice, or program unit., For example,
.an employee could be in three distinct.units--one for base salary (his appropriate employee
unit), one for bonuses (his bonus plan or practices unit), and one for stock optlons (his

stock optlon plan unit), _ Ml s

The term '"plan, practice or program vear' is defined as the 12-month period of-operation-
of a plan, practice or program. A plan, practice, or program must operate on a l2-month basis.
If this is not the case the most reasonable 12-month period must be chosen.

6.4  EXECUTIVE SALARIES AND JOB PERQUISITES - §201.73

) In general, the rules governing executive salaries are the same 'as those for other types
.of salarles. Amounts paid to an executive as a salary are wages and salarles. Any such amount
would be includible in the average straight-time hourly rate of ‘the executive's appropriate
employee unit. However, executives often defer a portion of their salaries. The regulations
provide special rules to take care of this situation. Amounts earned are considered as wages -
and salaries in the year earned. An amount is considered as being "earned" during the con-
trol year in which services are performed giving rise to the obligation to pay for the
performance of such services whether or not such obligation is contingent upon the performance
of futuce services or.any other conditionr o:r restriction (including, but not limited to, an
agreement not to compete). Salary earned in one control year deferred to a later control
year would be wages and salaries in the control year earned and not in the control year paid,

For example, A is employed by M Corporation as an executive. M Corporation has elected
a calendar control year for A's appropriate employee unit. For 1973, A's salary is $100,000,
and payable as follows:. $50,000 during 1973 and $10,000 for each of the five succeeding years
provided A is still employed by M. The $100,000 is earnéd in 1973 and is wages and salaries
with respect to A's appropriate emplovee anit in 1973, even though $50,000 is contingent upon
A's continuing as an employee with M Corporation. The $10,000 payable in 1974, 1975, 1976,
1977, and 1978 is not wages and salaries with respect to that unit in those years. Likewise,
salary earned in prior years but deferred to the current control year is not wages and salaries
with respect to such year. Further, deferred amounts should be 1nc1uded in the computation
of the base payroll- perlod ASTHR,

. Job perquisites paid to or furnished to or on behalf of an émployee are wages and- :
salaries, whether the employer paid for the benefit, either directly or indirectly or furnished
the bénefit in kind. For example, a meal allowance-paid to an employee is a direct payment -
by an'- employer to an employee which may be a job perquisite, Where an employer pays an i

- employee's rent there would be an indirect payment by the employer - a payment to a third
person the owner of the hours for the benefit of the employee - which is a job perquisite. v
Where the employee lives in a house owned by his employer there is an in-kind furnishing of a -
service by the employer to the employee whlch is a job perquisite.

Job perquisites are incldded benefits. Job perquisites are valued at the employer's
actual cost where it represents the only cost of the item; - otherwise they are valued at the
reasonable cost of furnishing the item which must be determlned from all~the facts and
circumstances involved.

Emc_'~,"f"---;s
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" 6.41 8201.74 and 201.75

: Sections 201 74 and 201.75 deal with incentive compensation plans and practices other
than stock options, Essentially, the treatment of a '"plan' or a "practice" is the same--the
difference is in the definition. o s :

6.41]1 Incentive Compensation Plans
. The term "plan" refers to a foimal written incentive compensation program where the bonus
pool is. determ1ned by a clear method or formula.

A plan in effect on November 13, 1971, may continue to operate under §201,74 if there
has been a payment prior to November 14 1971, under the plan with respect to any one of the
last three plan years ending prior to November 14, 1971, the administration is in good faith
and the formula for determining the bonus pool is not changed. The requirements with

* Tespect to-administration of a plan apply to a plan adopted on cr after November 14, 1971, )
~which isapproved by the Pay Board or COLC ‘pursuant . to 8201,78 or reported to the Pay Board =~
. or COLC pursuant to 8201,79, These requirements also apply to a plan meeting the definition of
~ 8201,72(f) as an "existing contract" or $201,72(g) as 'pay practice previously set forth" nd
‘no longer operating under §201 35.

?

6.&12 Incentive Compensation Practices

The term "practice' means an informal, discretionary custom or habit of paying bonuses.
. A practice need not be in writing. and need not have been communicated to the employees in the
practice unit. .

A plan which does not meet the definition of the term plan may qualify as a practice,

A practice in effect on November 13, 1971, may continue to operate under §201.75 if there
has been a payment prior to November 14, l97l, under the practice as a matter of custom or habit
! with respect to two of the last three practice years ending prior to November 14, 1971 (or if

the practice has been in effect less than two practice years prior to November 14, 1971, -then .
with respect to one practice year ending before that date), the administration of the practice
-'is in good faith and the formula, if any, for determining the bonus pool is not changed.

As in the case with plans, the requirements with respect to administration of a practice. -
apply to,a practice adopted on or after November 14, 1971, which is approved by the Pay Board
‘or COLC pursuant to $201,78 or reported to the Pay Board or COLC pur$uant to 8201.79. Again,
as in the case with plans, these requirements also apply to a practice meeting the definition
of 8201.72(f) as an "existing contract" or 8201.72(g) as a "pay practice previously set forth"

~-and.no.longer.operating-under..§201.35, .-

Where a practice contains. a formula to determine the bonus pool this formula is required
to continue to apply from year to year. But where a practice does not contain a formula one
~'is implied by the regulations. This implied formula is the base year amount with respect to
- the practice-divided by the profits of the employer prior to Federal taxes with respect to the
.-base year, This implied formula is required to continue to apply to determ1ne the bonus pool ., -
from year to year, S

An employer wh1ch is a sole proprietorship or a partnérship~will be treated as if it
were a. corporation, ‘Accordingly, profits prior to Federal taxes are determined by subtracting
" from gross revenues from the business all expenses of doing business including a reasonable '
’salary for the sole proprietor or the partners assum1ng that they were employees of the sole
propr1etorsh1p or the partnership,
; Where the employer is' tax exempt under Federal income tax laws the gross revenues from
the business of the employer are used instead of profits prior to Fedcral taxes.
In other cases, such as losses during the base year or extraordlnary expenses reducing.
prof1ts the employer may use bonus payments as a percentage of gross revenues for purposes

iting the implied formula.
Emc
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6,413 Certain Nonquaiifying Plans and Practices

© Any" plan or practice in effect on November 13, 1971, which fails to meet the condition

. of having made the required payment or payments before November 14, 1971, is considered as a-
* new plan or practice within the meaning of 8201.78(c) and in order to operate under 8201.74
or 8201.75 is required to be approved by the COLC.

Moreover, any plan or practice meeting the definition of 8201,72(f) as an "existing con-

. tract" or §201.72(g) as a "pay practice previously set forth' and operating under §201.35 does

not operate under 8201.74 or 201.75 until such plan or practice no longer operates under $201.35,

"

6.414 Computing the Allowable Amount s

. The regulations establish an allowable amount that may be paid under a plan or practice

“without a charge against wages and salaries., This allowable-amount is determined on the basis
< of the amount granted with respect to a plan or practice year. An amount is considered as

being granted with respect to the plan or practice year it is generated under the plan or a
calendar”plan.year. ~The amount generated under the plan is with respect” to“the calendar year. ™7
Also, assume a formula of 5 percent of profits above $100 miliion. For the 1972 plan year

. assume profits of $200 million., This would generate $500,000. This $500,000 is the amount
" granted with respect to the 1972 plan year whether or not that amount or any part of that amount

&

-was. paid during calendar year 1972. (Noteé However, excesses are charged as wages and salaries.w

15when paid.) _ ‘ : , o

: . ‘ L
Most commonly a plan or practice is based on a formula pegged to profits over the plan

or practice year.. The amount of profits over that time will not be known until after the close
..of the plan or practice year. S0, payment under a plan or practice normally follows the close

of the plan or practice year. Thus, in the case of a plan or practice with a calendar plan or

" practice year the payment in March 1973 will be based on the profits of the .1972 calendar plan
" or practice year,

The allowable amount under a plan or practice in effect on November 13, 1971, for the

- first plan or practice year for which a payment is made on or after November 14, 1971, is the

base year amount plus the base amount times the wage and salary standard established in

©-§201,10(a)., This formula may be illustrated as follows:

Base year‘amount , = $100,000
Wage and salary standard = 0.055
($100,000 + ($100,000 X 0.555)) = 105,500

The base year'amount for this type of plan or practice is the ‘amount of an item of
__incentive compensation granted to the employees in _the_ .plan_or practice unit.with respect to

. any one of the last three plan or practice years ending prior to November 14, 1971, for which
" there has been a payment prior to November 14, 1971,

An amount does not qualify as a base year amount unless the base zear ends before.
" November 1&, 1971, and the payment with respect to the base year is made before November 14,

1971, Thus, a plan or practice year ending on December 15, 1971, would not count as a base

"year. Also,. a plan or practice year ending on September_30, 1971, with a payment with respect
+to that plan or practice year being made on December 15, 1971, would not qualify as a base year.

The allowable amount-under a plan or practice approved by the Pay Board or COLC pursuant
“to §201.78 as a new plan or practice or reported to the Pay Board or COLC pursuant to §201. 79
-as a plan or practice of a new organization cannot exceed the base- year amount with respect to

:ithat plan or practice in its first year of operation. _ E

" The base year amount with respect to a plan or practice approved by the Pay Board or COLC
pursuant ‘to’ §201,78 as a new plan or practice is the amount of any item of incentive compensa=
. tion estab11shed by the Pay Board or COLC as the amount allowed to be granted with respect to

“the first consecutive 12 month period under which the plan or practice operates. The base year .
_amount with respect to a plan or practice reported to the Pay Board or COLC pursuant to $201.79

@' nor practice of a new organization is the amount of any item of incentive compensation o
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granted under the plan or practice with respect to the first consecutive 12 month period under
‘which the plan or practice operates provided the amount is not unreascuably inconsistent with .
the intent and purpose of the wage and salary stabilization program or the policies of the
-Cost of Living Council,

After the first plan or practice year for which there has been a payment on or after
‘November 14, 1971, the allowable -amount for subsequent plan or practice years under any plan
or practice is the allowable amount with vespect to the preceeding plan or practice year plus
‘that allowable amount multiplied by the wage and salary standard established in- §20]. lO(a)
times an adjustment factor for increases or decreases in the size of the plan or practice
unit,

This formula may be illustrated as follows:

Base .year = $100,000
Allowable amount : ' = $105,500
5 (lst plan year after ll/lh/?l for which _ e s
there is 2 payment) :
Wage and salary standard = 0.055
Adjustment for increase or decrease in
plan or practice unit (assumed) = 1.30
($105 500 + (S105,500 X 0.055)) X 1.30 = $144,693.25

The adJustment factor is designed to increase or decrease - the size of the bonus pool to
take effect of any changes in the size of the,plan or practice intoc account. -This adjustment
is mandatory. The factor is a fraction. The numerator is the sum of base unit salary plus
Lase unit salary additions minus base unit salary deletions. The denominator is base unit . -
salary., The formula for this fraction may be stated as follows:

(base unit salary + base unit salary additions) - base unit
: _salary deletions
base unit salary

Base unit salary is the total of the base salaries of all employees in the plan or :
"practice unit on the last day of the plan or practice year for which the adjustment is being A=
made who were not in the plan or practice unit on the last day of the base year. The annual

salary rate in effect with respect to each such employee on the last day of such plan or practice
‘year is used. This includes only those cmployees to whom bonuses were not granted with respect

to the base year-but are to be granted with respect to the plan or practice year for which the
.adjustment is being made. Only those employees who are eligible under the terms of the plan or
practice are included. - Where eligibility is discretionary,.the past practice of the employer

in selecting participants determines the rules of ocligibility. A change in eligibility is a
modification-or-revision-of-the-plan-or-practice-requiring-Pay-Board-prior- approval- pursuant“'“—"rrr
‘to §201.78., It is also noted that employees added to a plan or practice unit solely on bl
account of a merger or acquisition occurring on or after November 14, 1971, are not to be

included.

‘Base salary deletions is the total of the base salaries of all individuals who were in
the plan or practice unit on the last day of the base year and to whom bonuses were granted
with respect to the base year but who are not in the plan or practice unit on the last day of
the plan or practice year. for which the adjustment is being made. The salary amount is
computed using the annual salary rate in effect with respect to each such indlvidual on lhe
last day of the base year.. :

The base year for purposes of the adjustment calculation is the plan or practice year
used to determ1ne the base year amount with respect to the plan or practice.

The adjustment calculation may be illustrated by .the following example.
: !

Example 1: - B ' L

- Assume Employer A has a plan'meeting all the requirements of §201.74(a). - The plan has a_
¢ ( plan-year. The plan year chosen by A as the base year is the 1968 calendar plan ye__.
Iq:l{J!: 1969 emp10yees M, N, 0, P,.and Q were granted cash bonuses with respect to the 1968 :
- T ‘ s . : :




calendar plan year. M's salary was $100,000 per year ‘as of the last day of.the 1968 calendar .
plan year, N's salary was $85,000 per year of the last day of the 1968 calendar plan year. .
Employees 0, P, and Q had salarles of $65,000 per year as of the last day of the 1968 calendar,
"plan year. On January l, 1970, M took a position with another employer. On July 1, 1971, Q
retired. S, T, and U have been employed at A at various times since the close of the 1968
.calendar plan year. €Each is eligible to receive a bonus under the plan as their positions are:
spec1fxcally included under the plan's e11g1b111ty rules. Each will be granted a bonus with —
respect to the 1972 calendar plan year. ﬂ

S's salary is $65,000 as of the last day of the 1972 calendar plan year. T's salary is
$75,000 as of the last day of the 1972 calendar plan year. U's salary is $75,000 as of the
last day of the 1972 calendar plan year. U, however, was employed by A when A acquired U's
former employer as a result of a merger. The adjustment factor for grants with respect to the’
1972 plan year is determined as follows:

Base unit salary =

$100,000 - M's salary

85,000 - N's salary

65,000 - 0's salary

65,000 - P's salary

65,000 - Q's salary
$380,000

Base unit salary additions

$ 65,000 - S's salary
75,000 - T's salary
$140,000

Base unit salary deletions

O $100,000 Q_ M's salary
i 65,000 . - Q's salary
i - . $165,000
( ($380 000 + 140,000) - §$165,000) = .9342 or .93

$380,000

" In the case of a plan or practice meeting the definition of §201,72(f) as an existing
contract or §201.72(g) as a pay practice previously set forth and operating under 8201,35 -the
allowable amount is the amount granted under the plan or practice during each plan or practice
year the plan or practice operates under §201,35, When this type of plan or practice no
longer operates under §201.35 the allowable amount is determined in the same manner as the
allowable amount with respect to any other plan or practice-after the first plan or practlee
year for which there has been a payment on or after November 14, 1971, For purposes_of the .
adjustment -calculation with respect to this type of plan or pract1ce the base year is the last
plan ér practice year the plan or practice operated under 8§201.35.

6.415 Method of Measur1ng Grants

Amounts granted with respect to a plan or practice are measured on an item by item
basis with respect to the plan or practice year chosen as the base year. Thus, a single plan
or practice with three items of incentive compensation would determine the allowable amount
with respect to each item from the same base year. Further, items cannot be traded for each
other, So a bonus payable in stock cannpt be substituted for an equivalent dollar value of .
phantom-share units.

A bonus in cash is measured in dollars and cents.

A bonus stock or other‘propefty is measured in dollars and cents equal.to the fair
" market value of the stock or other property at the time of the grant regardless of any con-
ditions or restr1ct10ns with respect to the stock.or property.
o ‘ _
[: l(: Phantom share_ units are measured in units. There are two types of units. OQOne is a
wmmrmreem 2nd - unit, the othel is a share unit. Each type of unit must be calculated separately."




Employer contributions to a discount stock purchase plan are measured in dollars and
cents equal to the difference between the fair market value of thé stock and the amount paid for
the stock by the employee without taking any conditions or restrictions with respect to the
stock into account., A planm or practice which is not qualified for income tax purposes as a
stock purchase plan and which allows the employees to elect not to purchase stock once the
plan or practice begins is a stock option plan and not a stock purchase plan. . Any plan or
‘practice which is qualified for income tax purposes as a stock purchase plan is considered as

a stock purchase plan whether or not the election discussed above is ava11ab1e to the employees
under the plan.

Performance share units awarded on or after November 14, 1972, under a performance share
plan which has been approved by the Pay Board or COLC pursuant to §201.78 are valued in dollars
and cents at the fair market value of thei stock to be awarded under the plan assuming attainment
of 75 percent of the performance goals under the plan at the fair market-value of the stock at
the time the performance share unit is granted but spreading this amount over the performance
period of the plan. Performance share units awarded under a performance share plan which does
not require approval by the Pay Board or COLC pursuant to §201,78 are valued at the fair market
value of the stock to be awarded assuming at least a 75 percent.attainment of the performance
goals under the plan at the fair market value of this stock at the time the unit is awarded.

6’&16“Sp1Llover*of‘ﬁmounts‘in Excess‘of"the”nlldﬁible Amount

Where the amount of any item of incentive compensation is in excess of the allowable
amount the excess can be- charged to the increase in wage and salaries allowable to the
appropriate employee units of the employees in the plan or practice unit. The amount of
excess apportioned to any appropriate employee unit i§ determined by multiplying the number
of employees in the appropriate employee unit who are in the plan or practice unit by a
fraction. The numerator of the fraction is the amount of the excess. The denominator of the

fraction is the number of employees in the plan or practice unit, This formula may be
illustrated as follows. S

Plan or practice unit

Members of the appropriate employee ) .
unit who are also members of ‘the 2t
plan or practice unit 50

Amount of -excess $100,000

50 X §100!000-,= $50,000

o : 100 -

100

The amount of excess apportioned to an appropriate employee unit is considered as a

wage and salary increase during the control year paid. If the amoun; or any part of the amount-- z-_
of excess is not paid but is deferred, then the amount deferred is consideréd as having been
paid during the control year it would have been paid had it been paid.- For'example, assume a
plan with a calendar plan year. There ate 100 employees in the plan unit. Of the 100

employees .in the plan unit 50 are members of the same appropriate employeee unit, This
aprropriate employee unit has a Nevember 14 to November 13 control year. The allowable amount
with respect to the plan year ending December 31, 1971, is $100,000. On April 15, 1972, .
$200,000 is paid to the employees in the plan unit. There is $100,000 in excess. of the allow-
able amount. The amount. of excess apportioned to the appropriate employee unit is $50,000.

This $50,000 is wages and salaries during the control year beginning on November;14; 1971, and
ending on November 13, 1972, Assume instead that the appropriate employee unit had a short
control year beglnnlng on November 14, 1971, and ending on December 31,.1971, and a 12-month
control year beginning on January 1, 1972, and endlng on December 31, 1972 The $50,000 is-
vages and salar1es$dur1ng the control year -beginning January 1, 1972, and ending on December 31,
1972, This is so even though -the entire amount of the bonus is granted with respect to the

plan.year endlng on December 31, 1971, for the purposes of computing the allowable amount with
respect to that plin year._ :

b

4 1 N

~ The amount of\excess apportloned to an appropriate employee unit as wages and salaries R,
is considered as- Qelng a pay adjustment for purposes of-the prenotification and reporting
requirements for ﬁart 202 at the. same time the amount of excess is considered as wages and

sa1ar1es with respect to that unit, s —

i
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The amount of excess apportioned to an appropriate employee unit is in lieu of otherwise
allowable wage and salary increases, Thus, the amount of the excess apportioned to.an R
appropriate employee unit plus the amount of other wage and salary increases cannot exceed the

. wage and salary increase allowable with respect to that unit for any control year, Accordingly,
. the amount of any excess apportioned to an appropriate employee unit and charged as a wage and
salary increase goes into the base compensation rate for purposes of computing the allowable
wage and salary' increase with respect to that unit for the control year after the control year .

the excess is so charged. The amount of the excess is reported as-an included benefit in
- Item 22(10) of the P,B, 3.

6.5 STOCK OPTIONS - §201.76
6.51 General

The Pay Board recogn17ed three basic forms oft stock options and provides separate treat-
-ment for each., In summary, these are:

1. Stock options granted before December 17,.1971;

?, Stock options granted after December 16, 1971, under plans that meet certain require-
—Umentsy - R .

3. Stock options granted after December 16, 197], elther informally or under plans that
don't meet requirements established by the Pay Board

-

6.527Stuck Oprlons Granted Before December 17, 1971 (8201.76(a))

; Stock options_granted before December 17, 1971, in writing, under a stock option plan
~ adopted prior to November l4, 1971, and in effect on November 13, 1971, whether or not it
meets the requirements of %201,76(b), may be exercised in accordance with their terms and (1)
are neither limited to the extent of the number of shares covered nor (2) deemed an increase
in wages and su1d11oq :

.....

£.53 New Stack Nptions Granted Under Plans Mceting Pay Board Requirements (§201.76(b)

An puplover may grant stock options, without the grant or the subsequent exercise of'the
~ptions being considered an incrense in wages and salaries provided the options are in writing
wicd the plam under which they are granted meets the. following requirements:

J. waw in effect on Novembev 13, 1971

20 was approved by the employer's stocklolders within 12 months of its adoption;

1, wripulates a maximum number of shares to be made available for stock option grants;

4. estsblishes and maintains the option price of shares that may be issued at not less
Lian 1ef of the datr market value of shares on the date the option is granted;

S, is sehninisrred in accordance with the customary manner associated with such plans,

FLans meclina the above requirements, regardless of whether "yualified" or "mon- quallfled
urler Section 422 of the Tnternal Revenue Code are treated identically under the Pay Bodrd:
regulations. Jhat is, although grant and exercise are not considered an increase in wages and
salaries, the regulations impose limitations on the number of shares that may be issued under

“srock optinns granted during an employer's fiscal year.. This limitation is primarily cont1ngent
upon the employer's past -practice.  Rules are provided for compuling the aggregate share
lLimitatien for fiscal ycars beginning prior to November 14, 1972, and‘flscql years beginning
an A atter Hovember 14, 1972 (the cffective date of the recodified regulations).

1. The agzregate share limitation applicéble to fiscal years beginning prior to
November 14, 1972 is computed as {ollows:

a. Plans operating for 3 or more fiscal years ending prior to November 14, 1971,
@ umber of shares subject to oplions that were granted. during the 3 fiscal ycars of .the
'.[]zJﬂ:yer ending prinr Lo November 14, 1071, divided by 3.

s : ' . _ / vn{




- b. Plans in effect for 3 or‘more full fiscal vears as of November 1&; 1971, but no
-options were granted during the last 3 fiscal years ending before November 14, 1971 --°25% of
the shares remaining available for option as of November 14, 1971, :

.

: c¢. Plans in effect for at least one full fiscal year but less than 3 full fiscal
years as of November 14, 1971 -- the number of shares subject to options that were granted
during the number of fiscal years, or fraction of fiscal.years, that the plan operated through
.the fiscal year ending prior to November 14, 1971, divided by the number of such fiscal years.

d." Plans in effect for less than a full fiscal year as of November 14, 1971 -- the
number of shares subject to options granted prior to November 14, 1971, or 25% of the aggregate
shares authorized for options during the life of the plan, whichever is greater,

e. 'Plans in effect on November 13, 1971, under which no options were granted during
the 1ife of the plan -- 25% of the aggregate shares authorized for options during the life of
the plan.

. 2, The aggregate share limitation applicable to fiscal years beginning on or after

November 14, 1972 -- 1s the number of shares subject to options .that were granted during the
existence of the plan up to the last day of the fiscal year just ended divided by the number -
—of-fiscal years the plan was._in_existence. multiplied-bywa,fractioncthe_numerator»of»wh1ch-is-—~—

..the number of employees who are expéfted to receive stock options in the current fiscal year-
and the denominator of which is the average number of employeés who. exerc1sed options during or -
"held options at the end of each fiscal year the plan was in existence.

Example: (Assume a calendar fiscal year with the plan adogted on January 1, 196i.)

Fiscal Year

R S o7 68 69 70 7172 _ Annual Average

# of shares for which options were : )
granted (000's) 20 10 10 30 15 15~ - 16,7

# of employees holding options at
the end of the year or exercising ] : :
' during the year 15 20 25 25 30 30 24

. Assuming the employer intends to grant options to 30 employees during the current fiscal
"'year, then the aggregate share limitation for the current fiscal year is 20,875 shares,

(16,700 shares X 30)
24

©6.54 New Stock Optlons Granted Under Plans Not Meeting the Requirements of Section 201.76(b)

: Options granted under a plan which does not meet the criteria set out in Section 201.76(h)
"are to be treated as wages ‘and -salaries at the time of grant. In addition to a charge as wages.
. and salaries at the. time of grant, these options will also be treated as wages and salaries at-
‘the time of exercrse.

The wage and salary amounts chargeable are to be apportioned back to the appropriate em-
ployee units in the same manner as excess bonuses. (See section on excess bonuses,)

.Because there is no precise ascertainable value to a right to purchase stock at its then
fair market value, it was necessary to assign a value in order to be able tocharge a calcul-
able amount as wages and salaries where thé stock option rules were not met.‘ This value was
estahlished at 25% of the fair market value of the.stock at the time of granted based on

" reasonable expectations of value to the employee and is called the option premium, If the

.options were-granted at a price less than the fair market value of the stock, there would be
an additional charge equal to the amount of the discount on the price of the stock.

Q the time of subsequent exercise 'the amount chargeable is the difference (if any) be-
q: l(:le fair market value of the stock at the time of exercise\over the sum of the original
”4dﬂﬁﬁﬁﬂ1ium plus the fair market value of the stock at time of grant. '



.Examgie:

"~ Facts Date of Grant ‘Date of Exercise
Fair Market Value - $20 $60
Option Price 510 ‘ $10
Computation Increase in Wages and Salaries
Date of Grant ;| - Date of Exercise
25% Option Premium $ 5 Current. FMV Less $60
Discount From FMV. 510 Option Premium {$ 5)
’ : Less )
Total Charge -$-i-5—' FMV at Grant (520)

Total Charge $35

6.6 SALES OR COMMISSION PLANS OR PRACTICES AND PRODUCTION INCENTIVE PROGRAMS: 8§201.77

B AT sales oT: commfssibn plan—or-practice-or-— production~1ncent1ve program-establlshed~anduin————
‘effect prior._ to ‘November 14, 1971, may continue to operate according to its terms. A plan, )
Tpracticé, or program is requ1red“to“directty*reftect”the“performance~of~thewemployee~partici-»«~-
pant in- the form of sales or production output. A plan, practice, or program may have a formula
based on sales or production either in units or dollars. However, a plan, practice, or pro- '

gram having a formula based on profits will gengrally not qualify.

A plah, practice, or program adopted on or after November 14, 1971, and reported to the
Pay Board or COLC pursuant to §201.79 as a plan, practice, or program of a new organization is
also allowed to operate according to.its terms as discussed above.

Py _ ' E
A" plan, practice, or program adopted on or after November 14, 1971, and approved by the

. Pay .Board or COLC pursuant to 8201,78 as a new plan, practice, or program is also allowed to
-operate according-to its terms but any payments or awards made under such plan, practice, or
program are generally considered increases in wages and salaries,

‘Any amount paid under a plan, practice, or program is wages and salaries. However, any
increase in the amount of compensation under a plan, practice or program from one plan, practice,
' or program year to the next-plan, practice, or program year which results from an increase in
" sales or production volume either in units sold or produced or in dollar value of units sold
or produced where the rate under the plan, practlce, or program remains constant is.not regarded
as an increase in wages and salaries for purposes of computing the allowable wage and salary
‘increase with respect to the approprlate employee units of the employees in the plan, practlce,
“or program unit. .

If the rate under a plan, practice, or program is reduced and the amount of compensation
. under the .plan, practice, or program is increased from one plan, practice, cr program year, to
the mext plan, practice or program year due to increased volume, the increase in the amount of
compensation is not' an increase in wages and salaries for purposes of computing the allowable
wage and salary increase with respect to the appropr1ate employee units of the employees in the
plan, practice, or program unit,

Where the rate under a plan, practice, or program is increased or-the starting point for
payment under the plan, practice, or program is decreased and that change results in an increase.
in the amount of compensation under a plan, practice, or program from one plan, practice, or
program yeaTr to the next plan, practice, or program year -the increase in the amount of compensa-
ition is an increase in wages and salaries for purposes of computing the allowable wage and g
.salary increase with respect to the appropriate employee units of the employees in the plan,
practice, or program unit. This increase is detcrmined by using the volume and the increased ,
rate for the plan, practice,- or program year the rate®is increased. When the amount of compensa- -
tion under. the plan, practice, or program for the plan, practice, or program’ year the rate is '
increased surpasses the amount of compensation that would have resulted under the rate in effect’

B C}' previous plan, practice, or program year the amount ofsuch excess is considered to be
[: l(:=ase in wages and salaries with respect to the appropriate employee units of the employees
—~i )lan, practice, or program unit, : _ : |

PAFulext provided by enc H




Example 1:

Company .X had a sales commission plan which pays each salesman 5% of his gross sales after
“he has met his quota of $100,000. The plan year is the calendar year. In 1971 there were
" three salesmen whose gross sales and commissions were as follows:

. 1971 Salesman- Gross Sales " Commission
A . $400,000 $15,000
$500,000 _ $20,000 T
C ' ' $360,000 ' $13,000

In 1972 a competitor introduced a new product which was expected to reduce the market for
Company X's product. As a result Company X removed its $100,000 quota, and salesmen received
a 5% commission on all sales. Although sales did drop, and commission decreased despite the
;dropping of the quota, there.-is a changeable increase to wages and salaries, which is the
. difference between the amount paid under the new plan, and the amount that would have been paid
.on the 1972 volume under the old plan:

,- 1972 Salesman . Gross Sales - Commission_Paid Commission that Would Have Been
: - Paid Under Old Plan on -'71 Volume--

et f e

$300,0000  $15,000 ~ $10,000

$300,000 315,000 | $10,000
C $200,000 $10,000 $ 5,000
TOTAL: ' . 540,000 . $25,000

The changeable increase to ﬁages and salaries is $15,000, the difference that results
between the application of the old ard new plan to the 1972 sales volume.

This increase in wages and salaries is apportioned to the appropriate employee units of the
employees in the plan, practice, or program unit. The amount apportioned to any appropriate
‘employee unit is.determined by multiplying the number of employees in the plan, lpractice, or
program unit by a4 fraction. The numerator of the fraction is the amount of the lincrease. The

. lenominator of ‘the fraction is the number of employees in the plan, practice, or program unit.
This formula may be illustrated as follows: L 1
i 4

Plan, practice or: program unit ' = 200

.Members of plan, practice, or progra&
unit who are also members of appropriate

employee unit. : . = 50

Amount of increase = $20,000

50 X $20,000 = $ 5,000
200

The amount of increase apportioned to an appropriate employee unit is considered as a.wage.
and salary increase in the control year paid. If the increase or any part of the increase is
-not paid but is deferred then the increase déeferred is considered as having been paid during
the control year it would have been paid had it been paid. :

The amount of increase apportioned to an appropriate employee unit is considered as being
a pay adjustment for purposes of the prenotification and reporting requirements of Part 202 at = |
the same time the amount of.increase is considered as an increase in wages.and salaries tomthativ;
unit, ‘ . K ‘ " _ ERRIS S
The ‘amournt of increase apportionmed to an appropriate employee unit is in lieu of otherwise
allowable wage and salary increases. Thus, the. amount of increase apportioned to an appropriate
‘employee unit plus the amount of other wage and salary increases cannot exceed the wage and
‘salary. increase allowable with respect to that unit for any control year. .Accerdingly, the
-at O f any increase apportioned to an appropriate employee unit and charged as a wage and .
‘sJElzJﬂ:ncrease goes into the base compensation rate for purposes of computing the allowable
- R : co



wage and salary increase with respect to that unit for the control year after the control year
the increase is so charged.

Any change in, the method of calculating the earnings under a plan, practice, or program
which results in an increase in wages and salaries larger than the increase allowable with
respect to any appropriate employee unit in the plan, practice, or program unit must be sub~’
mitted to the COLC pursuant to §201.78.

Any plan, practice, or program which does not have a specified plan, practice, or program
year 1s considered as having the plan, practice, or program year beginning on November 14 and
ending the following November 13. ‘ .

6.7 NEW OR REVISED PLANS, PRACTICES, AND PROGRAMS: §201.78

This section only applies to Phase II and the mandatory sector during Phase III: The
voluntary sector during Phase III is governed by the guidelines contained in Appendix B-:to
Part 130 of the Cost of Living Council's Regulations.

~ 6.8 REPLACEMENT OF EXISTING PLANS, PRACTICES, OR PROGRAMS

A plan, practice, or program operating under the regulations which has expired on account
of the Ppassage of time may be replaced by a new plan, practice, or program without Pay Board

or COLC prior “approval where the aggregate amount of compensation payable under. the new plan,
practice, or program is not increased over the old plan, practice, or program,. The determina-
tion of whether the aggregate amount of compensation is increased by a replacement plan,
practice, or program is made by comparing the results under both the old plan, practice, or -
program and the new plan, practice, or program using.the information from the last plan, k
practice, or program year the old plan, practice, or program operated and the formula contained
in the new plan, practice, or program. .

For example, assume that Employer A_has an incentive bonus plan operating under 8§201,74,
The plan was adopted on January 1, 1968, and was to expire after five years:—-The plan:contained-
specific rules of eligibility establishing a class of employees to participate uridet "tHe plan.-...
This class was all level 10 executives who earned at least $25,000 per year. The formula under
the plan was two percent of profits above $10 million. During’1972 profits were $25 million.
The payout under the plan in March 1973 was $300,000. A new plan was adopted on January 1,
1973, to replace the plan which expired on December 31, 1972, This plan contained the same
formula and the same eligibility requirements as the old expired plan., Although profits during
. .1973 may increase the aggregate amount of compensation payable under the new plan did not
“increase. This is because the comparison between the new plan and the old expired plan is
made by using the formula under the new plan and the profits under the old plan for the last
plan year the plan operated. If the new plan had changed the eligibility requirements to
expand the class of eligibles the new plan is required to be submitted to the Pay Board for
prior approval. This is because the new plan does not replace an existing plan. The new plan
is different from the old plan in .that there is a new expanded class of eligibles. If the
new plan had changed the payout under *he plan from cash to stock or to phantom stock the new
. plan is required to be submitted to the Pay Board or COLC for prior approval. This is because
the new plan does not replace an existing plan. The new plan is different from the old plan
in that one is payable in stock or phantom units whereas the other was payable.in.cash.

6.81 Replenishment of Stock Option Plans

Where all of the shares reserved under a stock option plan have been granted under options
the plan is considered as having expired on account of the operation of time. So, where there
are no shares remaining under an existing stock option plan, but the plan has not expired .be- =7
cause there is time left under the plan the plan may be replaced. This is called replenishment.
A plan may also be replenished where all of the  shares reserved under the plan have been granted
under stock options but shares still remain under ‘the plan,

This situation occurs where options lapse and the shares under option go back into the plan.
" For example, assume that a plan was adopted'on January 1, 1968, and was to expire after 10
~years. There were 100,000 shares of stock reserved for options under the plan.: Options -
g Q to employees expire six months after their employment ends. Shares :under expired options
g[-RJ( into the plan. On December 31, 1972, 100,000 shares had been granted under option.
baﬁmwma e were 10,000 shares remaining because options had been allowed to expire by departingj

"



lemployees.’.The plan can be replenished if the existing plan is cancelled prior to”replenish-
ment and the fact of replenishment does not increase the allowable number of shares ‘to*be
issued under new stock options under the replenished plan. :

Replenishment is available to stock option plans meeting the requirements of Pay Board
qualification and those plans not meeting those requirements so long as the plan operates under
the provisions of 8§201.76. Thus, a stock option plan meeting the requirements of subdivisions -
.(a) through (d) of 8§201.76(b)(1)(1) can be replenished.. And thus, a stock option plan in
effect on November 13, 1971, or, approved by the Pay Board or COLC pursuant to §201.78 as a new
"stock option plan, or reported to the Pay Board or COLC pursuant to §201.79 as a stock option
plan of a new organization and not meeting the requirements of subdivisions (a) through (d)
of 8201.76(b)(1)(i), for example, a discount stock option plan, can be replenished.

As is the case with replacement of existing plans where a plan is replenished the aggre-
gate amount of compensation payable under the plan cannot be increased, the eligibility
requirements cannot be changed, and the type of compensation cannot be altered.

o4
et --‘ :

6.82 Modification or Revision of Plaus, Practices, or Programs

! Incentive compensation plans or practices operating under the regulations can be modified
or revised without Pay Board or COLC approval providing the aggregate amount of compensation
—under~the~plan~or~practiceas revised~ormodified{s ot ircreased T The test {'s to compare
the results under both the old plan or practice and the new plan or practice using the informa-
——tion-from the last plan or practice year the-old-plan-or practice operated and the formula
under the new plan or practice. The eligibility requirements, performance goals or targets,

and type of compensation under the plan or practice cannot be changed.

The method of calculating earnings under sales or commission plans or practices dr.-produc-
tion incentive programs can be changed without Pay Board or COLC prior approval where any
increase in wages and_salaries is charged to the appropriate employee units of the employees
_participating in the plan, practice, or program unit as provided in §201.77., Where tﬁe in-
crease.in wages and salaries cannot be absorbed by anyone of the appropriate employee units

e pdrti(lpating in the.plan,. practice, or.program. unit.the.plan,.practice, or program.is. required~m_
to be submitted to the Pav PBoard for prior approval.

\

6.33 Adoption of New Plans, Practices, or Programs N
" A new plan, pxactlce, or program which was not in effect on November 14, 1971, or which
did. not replace 'a plan, practice, or program in effect on that date or approved by the Pay
Board or COLC pursuant to £201.73 as a new plan, practice, or program, or reported to the Pay
Roard or COLC pursuant to §201.79 as a plan, practice, or program of a new organization is
required to be submitted to the Cost of Living Council for prior approval. Approval of a new
~plan, pracvice, or program is subject to the térms and conditions that may be imposed by the
COLC, Unless an exception is warranted, the amount payable under a plan, practice, or program
with respect“to the first l2-month perrod the plan, practice, or program operates is chargeable
against the allowable wage and salary increase of the appropriate employee units of the em-
- ployees in the plan, practice, or program unit, This amount is consideved as a wage and salary-
increase with respect to each appropriate employee unit.-.for-ithe control year during which pay-
ments or awards are made under such plan, practice, or program. In determining whether ¢t not
“to approve any plan, practice, or program or whether or not to charge the amount payable wider
" a plan, practice, or program to the allowable wage and salary increase with respect to the °
apprepriate ecuployee units of the emplovees in the plan, practice, ot program unit the COLC
will look to all the facts and circumstances involved in each case and will utilize the excep-
tion criteris contained i 8 291, 30. :

6.84 Certain tvpive.l Mluns, Practices, or Programs

] A plan, practice, or program in effect on November 13, 1971, meeting the definitions of
8 20L.72(f) as an existing contract or 8 201.72(g) as & pay practice previously set forth no
longer operating unﬂ»r & 7L.35 is allowed to operate under the applicable provisions of the

rt"ulqtluw
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.6.91 New Organizations

An organization not a successor to an existing organlzatlon formed on or after November :

lL, 1971, has 90 days after the day of establishment to report any incentive compensation plans ™
" or practices or sales or commission plans or practices, or production incentive programs to the

COLC.  An organization is a successor to an existing organization where the organization

merely goes through a change in form of legal organization. For -example, a sole proprietorship

is incorporated. The corporation is a successor organization. Two sole proprietors form a-
_partnership. The partnership is a successor organization. A corporation spins off a subsidiary

as a separate corporation: The former subsidiary is a successor organization. Two corporations

are consolidated into a new corporation. The new corporation is a successor organization. A

corporation is merged into. another corporation. The surviving corporation is a successor organ-

ization. Examples of changes resulting in creation of new organizations which are not successors

to existing organizations include an individual who was not previously engaged in a business.

entering that business as a sole proprietor, and an individual who was not prev1ously engaged

in a business entering that business with another individual who /also was engaged in that busi-

ness as & rartnership, or as a corporation. .

An organization is considered as having been established: on the later of the day of its
legal existence or the day of its commencement of business. The commencement of business occurs
—when.employees..are_hired,—offices. are‘opened,‘or_products_are~made~or sold..--The. commencement_~_u—
“"of business does not mean that any revenue- must be generated or that revenues generated must
‘result in profits. -

A report of a new organization is required to describe in detail all incentive compensation
_plans, practices, and programs including the amount of each item of compensation including sal-
aries and job perquisites. Where available the report should state compensation levels of ap-
_propriate employee units or the employees’ in those appropriate employee units in comparable jobs™~
in nearby firms. The report is also required to demonstrate that the establishment of the new
;organization and the plans, practices, or programs was not for the purpose of circumventing the
: inuent'of the wage and salary stabilization program and is not unreasonably inconsistent with
mjpe.lntent and purpcse of the wage and salary stabilization program or the policies of the Pay _
- 'Board. A new organlzatlon establlshlng only salary, perqulsltes, or qual1f1ed benefit plans,
‘practices, or programs is not resquirei to file a report with the COLC. However, where any,. 1n- .
centive compensation plan or practice or sales or commission plan or practice or productlon ‘
incentive program is established, information with respect to salary, perquisite, or qualified
benefit plans, practices. or programs -is required to be included in the report. Any plan, prac- =
thE, Or program not reported within 90 days after establishment of the organization is con-
-sidered as a new plan, practice, or program and is required to be submitted to the COLC for prior
.approval pursuant to & 201.78.

_6592 Changes in Organizational Form (Other than Mergers and Similar Organizations)

c . An organization doing business in a particular organizaticnal form which on. or after
. November 1k, 1971, changes that form and before, after, or as part of on account of this change
- adopts new incentive compensation plans or practices or sales or commission plans or practices
or productlon incentive programs which are successors to plans, practices, or programs in effect
before such change has 90 days after such change to report any such plans, practices, or pro- .-
,fgrams to the COLC. A plan, practice,.or program is a successor to another plan,. practice,.or.
;“program where the plan, practice, or program does not increase the aggregate amount™of compensa-
- tion that would have otherwise been granted, whether or not currently under a plan, practice, or
“program unit without taking the reorganization into account. A plan, practice, or program! which
is not a successor plan, practice, or prcgram is a new plan, practice, or program -and is re-
‘fqulred to be submitted to the COLC for prior approval pursuant to & 201.78. A report of an or=-"
ganization doing business in a particular organizational form which changes that form is required‘
to describe in detail all successor plans, practices, and programs including the amount of each
" item of actual or anticipated compensation including salaries and- job perquisites. Where avail-
“‘able the report should state compensation levels ‘of appropriate employee units or the employees
in those appropriate employee units in similar positions ‘in the predecessor organizations prior
“to. the change. The report is also required to demonstrate that the change in form of business
organization and the establishment of the plans, practices or programs were not for the purpose
“of c1rcumven+1ng the intent of the wage and salary stabilization program or the p011c1es of the
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i6.93'Mergers and Similar Reorganizations ™

An organization which merges with, or otherwise acquires, another organization may ocontinue
both ‘its and the acquived organization's incentive compensation plans or practices or sales or
commission plans or piqctices or production incéntive programs. The employees of the acquired
~organization may be added to the plans, practices, and programs of the acquired corporation.
However, in the case of incentive compensation plans or. practices other than stock options,

. there can be no increase in the umount of compensation under the plan or practice on account of .
‘employees added tn the plan or practice unit solely on account of a merger or similar acquisi-
“tions occurring oa or after November 14, 1971. The plans, practices, snd programs of both the
cacquired and the acguiring organizations are required to be operated separately. For example,
the stock option plan: of an acquired corporation may continue to operate using stock of the
acquiring corporalion under the terms and conditions imposed under the stock option plan of the
acqurred corporation but using the stock of the acquiring corporation in lieu of the stock of
~“the dcquired corporation adjusting for the fair market values of the.stock of each on the date

- of the acquisition. Where an. acquiring organization wants to combine its plans, practices, or
"programs with the plans, practices, or programs of an acquired organization both of these plans,
practices, or programs are required to be submitted to the COLC for prior approval pursuant to

§ 201.78. For example, if an acquiring corporation with a stock option plan wanted to end the
plan of an acquired corporation and combine both plans into a single plan covering both the
employees of the acquired-and acquiring_corporations,-both-plaris. are-requ1red~to~be submitted- to—-

~the COLC. for prior approval. - Where there has been a merger or similar reorganlzatlon a plan,
practice, or program which is not a successor plan, practice, or program is a new plan, practlce,
or program requiring Pey Board .prior approval pursuant to 8 201. 8.

6.94 Carryover or Attributes

A change in organizational form by an employer does not -affect such attributes as appropri-
ate-employee units’, plan, practice, or program units or years or control years. These attributes
“are carried over by an employer undergoing a change in organizational form unléss otherwise re---
-qulred by the change. For example, on July 1, 1972, a partnership incorporates. The partnership
"has an incentive compensatlon plan with a calendar plan year.' The corporatlon_can”notméhange”thefw
“plan”year merely becaiuse of the change in form of business organlzatlons But, if the corpora-
tion adopted a fiscal year beginning on July 1 and ending the. following June 30, for all purposes
then the payment under the incentive compensation plan is based on -the profits'earned during the
corporation's new fiscal year. The corporation is permitted to adopt a July 1 to June 30 plan
year. ‘ :

6.10 DETERMINATION OF TYPE OF PLAN
6.101 General _ : .

Since the Regulations provide for different treatment for different types of Executive and
Variable Compensation Plans or Practices, the_determination of the'type of plan being audited
"is critical since an incorrect "plan type'" determination will result in the application of in-
approprlate Sections of the Regulations and possible findings of violation where none exists.
The determination of plan type for Economic Stabilization purposes should be made by examination
‘of the plan document(s) or practice document(s), if in writing to determine how the Plan or
Practice operates. Caution should be exercised in relying on the Plan titles, since there are
‘no standarized Plan titles in use throughout industry. (For example, a Plan titled "Employee
Stock Option Plan" may, in fact, be an "Employee Stock Purchase Plan"). For Practices not re-
duced to writing, a verbal description of how the Practice operates should be obtained, together.
W1th any memorandums or letters issued to participants whlch describe the Practlce ‘

In order to a551st in the determlnatlon of Plan type, listed below for each Section of
.SBub~part ¥ of the Pay Board Regulations are the kinds of Plans or:Practices that are covered by
each Section, together with a brief description of the primary characteristics of such Plans or
Practlces . \ . - \

6 102 Section 201.T74 - Incentlve Compensatlon Plans 1 A

This Section is applicable to a wlde variety of Incentive Compensatlon Plans which havn
been reduced to writing and include a clear-cut formula or method to determine the total aggre-
; »unt payable under the plan or the total aggregate employer contribution that can be made

i[: l(:1ch plar., Not included are Stock ‘Option Plans or Sales, Productlon or Comm1551on Plans
o osieto enc) !
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~under which payments are related to cﬁahgés in sales volume or production output.

Bonus Plans, whether payable to executives or other empioyees not covered by union con-
"tracts, are the most common Incentive Compensation Plans covered by this Section. Such Plans
usually contain a formula based on changes in profit levels or earnings from which a bonus pool
is generated. Emplorees participating are granted individual bonus awards based on such factors
-as their base compensation, a distribution formule, performance appraisal or management discre-

' tlon or comblnatlon of such factors. :

Current Cash Bonus Plans provide for lump sum cash bonus awards' payable shortly after the
. close of the company performance measurement period, usually a year. Deferred Cash Bonus Plans
provide for the payment of some or all of the bonus awards after an "earn-out" period or after
retirement. Current or Deferred Stock Bonus Plans bperate similarly to cash bonus plans, except
that the award is in shares of stock, rather than cashk. Qualified Stock Bonus Plans are also
covered by Section 201.7h and are not considered Qualified Benefit Plans pursuant to Section
201.59 of the Regulations.

Employee Stock Purchase Plaﬂs (whether qualified or not) are also incentive compensation
plans covered by Section 201.74. Under typical plans of this type, employees subscribe to pur-
chase (usually through payroll deductlon) 2 stipulated number of shares of stock at discount:

from fair market Vvaiue over a period of timeé or to contribute X dolliars. for tne purchase of -stock~
through payroll deductions over a specified period of time and the company contributes an amount "
to each employee's account. In some plans, employees may €lect to take a refund of their cash

" contributions prior to the purchase date and cancel the purchase of the stock. Stock purchase
Plans differ from Stock Options in that they involve the financing of the sale of stock through =+ -
payroll deductions for relatively small amounts of shares. Occasionelly, & company may have a

. Stock Purchase Plan with no employer contribution, and under which stock can be purchased at

. 100% or hlgher of Fair Market Value. Such plans do not result in any increase in wages and
salaries and are not subject to Section 20L.7L.

"Phantom" Stock Plans are also covered by this Section. Under a typical Phantom Stock Plan,
~an "employee is awardeda number of imaginary "shares' or "share units'": At the-end of a speci=—*
fied period of time (usuelly 5 years) the employee is paid a bonus (in cash or in stock) equiva-
lent to the appreciation in market value of shares or "units" of stock awarded above their value
on the date of the award. Some Plans also provide for crediting the employee's account with
"dividend" equivalents - e.g., amounts equal to the d1v1dends paid per share during the holdlng

perlod

Performance Share Plans are a variation of bonus and phantom stock plans.. Participants are
awarded a number of shares of stock contingently at the beginning of an award period. To receive
the award at the end of an earn-out pericd (usually 3-l years), these plans require that a pre-
determined company performence target or goal .must be met (such goals are often expyessed as
increased earnings per share). If the goal is only partially met, the award is redﬁced end ime- -
provements in company performance below a - stipulated minimum results in cancellation of the
award. "Dividend Equivalents"” are also often awarded contingently in some Performance Share
Plans. ' E '

There are inmumerable variations of the types of incentive compensation plens described s
above which precludes providing a fully comprehen51ve list. Fortunately, for Wage Stabilization
_purposes, if a variable compensation plan is clearly (1) not a Stock Option Plan; (2) is not a
Sales or Production Incentive Plan; {3) is not covered by'a Collective Bargaining Agreement, and
«-(4) is not an employment contract, it is an Incentive Compensation Plan subject to Section 201 7h
of the Regulations.

'6.103 'Section 201.75 ~ Incentive Compensation Practices

Employers (particularly smaller firms) may pay or award bonuses to executives and other non-
union employees, but may not have a formal plan document reduced to writing or if such "plan" has
been reduced to writing, it may not contain a fixed formula or method for determining the aggre-
gate amount payable under such "plan", and therefore , does not meet the definition of a Plan )
_under Section’ 20L. Th.. Accordingly, Section 201.75 was 1nc1uded in the Regulations to cover such '
Incentlve Compensation Practlces : .

Emc
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- Typical Incentive Compensation Practlces generally follow one of the two patterns listed
“ below: .

1. Discretionary Bonus "Plans" - Compeny Management or the Board of Directors may award
cash or stock bonuses, payable currently or deferred to selected employees, regardless of com=~
pany performance and based solely on Management discretion.

2. Management by Objectives "Plans" - while such plans mey speclfy a formula or certain
“targets or goals, the formula or goals are changed periodically - often annually and therefore
are not fixed.

6.104 Stock Options - Section 201.76

A stock option is essentially a right to purchase stock at a fixed price over a specified
period of time. If the market value increases over the option price, the optionee can exercise
his option by purchasing the stock covered by the option from the company at the lower option
price. Obviously, if the market value decreases below the optibon price, optionees will not
exercise options, but will allow them to expire.

Stock Option Plans_will freguently.-indicate-by--title-or—in-the-description-of-the—Plan

.whether the Plan.is "Qualified" or "Non-Qualified". This reference is to the tex status of the
‘Plan under IRS Regulations. o :
" An IRS Quallfled Option will nearly always meet the requirements of Section 201.76 (b)
“since the tax reguletions require such plans to (1) receive approval of the stockholders; (2)
‘specify the aggregate number of shares set aside for option grants, and (3) issue options at a
price of at least 100% of Fair Market Value on date of grant.
IRS Non-Quallfled Option Plans may meet tle requirements of Section 201.76 if the optlon
price is requlred to be at least 100% of Fair Market Value con date.of grant. However, IRS
Non-Qualified Optlons issued at a price of less than a fair market value on-date of-grant do
‘not meet the requirements of Section 201.76 (b) but are treated as S--"ion 201.76 {e) options.

In some cases, an otherwise Qualified IRS option:plasn will include or be "tandemed" to a
Plan calling for the award of stock "appreciation righis” at the expiration-of the option.

stock equivelent to the increase in mark:t vf%.2 over the option price. (In effect, to receive
the benefits of ‘a Stock Option without any investment.on the part of the employee). The
-attachment or inclusion of stock appreciation rights to an ctherwise 201, 76 {b) option converts
it to a 201.76 (e) option. :

o

ee would receive two options covering the same number of shares - one option being a Qualified

tions of either option, but such exercise will cancel an equal number of shares covered by the
other option agreement. Where the tandem options are both issued at 100% of Fair Market Value
on the date of grant, the plan will generally meet the requirements of 201.76 (b). However, if
the non-qualified option is issued at less than 100% of fair market value, both options are
deemed to be covered by Section 201.76 (e).

6.105 Sales, Commlsslon and Production Incentive Plens - Section 201.77

Plans‘nct inclnded in collective bargaining agreements and which directly reflect the
performance of covered employees in the form of sales or production are subject to Sectlon
201.7T7 of the régulations.

-In general, plans which are based on measurement of corporate or divisional profits cannot
qualify as a sales incentive plan, even though salesmen may be covered by such a plan. In some
cases, however, a plan covering salesmen may be based on measuring the profitability of sales.,
Such plans usually prqvide for the transfer of products to the sales department at a standard
or manufacturing costfprlce and measure the profits or sales by subtracting from Gross Sales,
the transfer price nlus selling expenses .(such as salesmens salaries, expenses, advertising .

In cases where a plan is designed to measure sales profitability as opposed to
cl:lz\!::or division nrofits, such plans can qualify as e Section 201.77 sales plan.

[Aruiext providea by enc
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Such rights permit employees to allow their ptiunt to expire, but receive a payment in cash or

”Tanden Stock Option Plans are fairly common in industry. Under a tandem plan, an employ-

Option and the second, a Non-Qualified option.- The employee can elect to exercise all or por-:.
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 EXHIBIT I TO CHAPTER VI
o

INSTRUCTIONS TO FORM S-82

COMPLIANCE INVESTIGATION WORKSHEET -
EXECUTIVE AND VARIABLE COMPENSATION

7.1 PURPOSE
This worksheet is intended to sefve as an audit tool in investigations where items of
compensation governed by the rules of Subpart F of the Pay Board's Regulations are present.

7.2 WHEN TO USE

This worksheet must be used in all cases involving Executive and Variable Compensation.
It is to be completed by the 1nvest1gator and.is not to be made available to the firm under
investigation. : .

—d0.3. VERIFICATION

Verification of all computations shown on the worksheet should be supported in thevcaseé
-file. . i . .

7.4 SPECIFIC INSTRUCTIONS
PART I - Identification
Ttems 1, 2, 3 - Self expianatory
_PART II - General _
Item 4 - Self explanatory -
Item 5 -AIf_yes obtain a copy and include in the case file.

Item 6 - The applicable block or blocks should be checked. If the firm claims
it has a productivity program, check block (c) and complete Part VI, "

PART III - Stock Options

. If the flrm has-two or more stock optlon plans which gqualify for separate
aggregate share llmltatlons complete thls part for each plan separately

Only if one of such plans was in existence on November 1k, 1971 for less than
one full fiscal year, will they quallfy for such separate treatment.

" A new plan adopted on or after November 1h, 1971, where another plan existed on-
November 14, 1971, whether or not such other plan is termlnated is treated as a. replacement
plan.
Item 7 - Self explanatcry
: ‘Item 8 - If no to'a, b, ¢, or d, the plan does not meet the provisions ocutlined.
in the regulations. Consequently, Part IX which apportions the amounts chargeable to wages

and. salaries must be completed.

Item 9 -~ Self explanatory

Item 10 - The aggregate share limitation for stock optlon plans which meet the
requirements of Section 201.76 {v) is computed here.

\ o :n Item 10 (a), (v) and (c) - Self explanatory

‘[JQJ!: Ttem 10 (d), (e}, (f) and (g) - These items are used to compute the aggregate -
R o limltatlon for flscal ‘years whlch began prior to November lh 1972. : o




: Item 10 (h}, (i), (k) and (1) - These items are used to compute the aggregate

“share limltation for fiscdl years which began on or after November 14, 1972. If more than one
such fiscal year is included in the investigatlon, the averages in (J) must be computed’sep-
arately for each fiscal year. - ;

Item 11 - Show computation for current fiscal year and two immediately preceding
'fiscal years ended after November 14, 1971. Any excess options are not to be charged against
wages and salaries, \

Item 12 - Show computation for current fiscal year and two immediately preceding
fiscal years ended after November 14, 1971. The computed value would be considered a charge
to wage and salaries., Separate computations should be made for the grant of options and for
the exercise of options. " See Section 201.76 (f} for valuation of such optlons. (Exclude the
exercise of any options granted prior to December 17, 1971). Ce

PART IV - Incentive Compensation
o If the firm has two or more incentive compensetion plens, compute the allowable
amount for each plan separately.

Ttem 137 1457155 and-16~~"Self “explanatory

: Item 17 - If a D & 0 was issued it will state what the allowable amount should
be, ' : : ‘ :
Item 18 < Show computatlon with respect to each plan or practice year for which

payment was made after November 1k, 1971. If any award is deferred, payment is considered to

have been made on the date of award. Use the formulas outlined below to compute the allowable
amounts. .

Allowable Amount for :
ST - First Plan or Practice Year - (Base Year Amount) X (105.5)

Allowable Amounts for Each

Succeeding Plan or Practice ) .

Year = . (Allowable Amount for the Previous
Plan or Practice Year) X (105 5) X
(Adjustment Factor)

The formula for arriving at the adjustment factor is as follows:

(Base Unit Salary + Base Unit Salary Additions) - Base Units Salary Deletions
Base Unit Salary

Item 19 and 20 - Show each plan or practice year separately.
Item 21 - In determining whether an excess exists the allowable amount is the
lesser of the amounts shown in Item 18 or Item 20.

PART V - Sales or Commission plans or practices and certain Production Incentive programs.
Item 22 - Self explanstory

. Item 23 - If the plan has remained the same, i.e. no changes at =all, the-plan'
can operate according to its existing provisions. If no is'checked, the balance of this part
does not have to be completed. : )

¥

Ttem 24 - Self explanatory
- Item 25 - If item 23 is checked yes and the date of the change is prior to the

beginning of the current plan, practice or program year this item is to be completed.

ST : T L B

) : Item 25 (a) Thls is to be completed for the year of change by usmng actual

vi Q@ r production figures for that year. If an excess is determlned, it is considered an

1[: [(: in the control year p aid, - That is, at the p01nt in time the excess beging is when

ijﬂﬁmﬁﬂﬂSldered ‘an increase in wages and salaries.. :



'{ Item 25 (b) - This is completed for each plan, practice or program year, in-
cludlng the current year, following the year of change. The investigatory must_estimate.the_..

———--sgles-volume~orproductidn GUtPUt if the year is open or establish the exact amounts if the

- year.is closed. The eamounts will then be used to determine whether an increase results under
the new plan. Any excess is tresied in the same manner as in 25 (a).

Ttem 26 -~ If item 23 is checked yes and the date of the chauge is in the current
-plan, practice or. program year, this part is to be completed. .

Item 27 - Self explanatoryﬁ%

Ttem 28 - The amount paid or awarded should be shown for each plan, practlce or
program year since the establishment of the plan, practice or program.

Such amounts are increases in wages and salaries in the control year paid or
awarded. : C T

Item 29 - Self explanatory. It yes tc "B" attach a copy of the decision and
order. : .

PART VI - Productivity Programs

This part is to be completed if the firm claims to have such a program under
- Section 201.41. : ' ’

Items 30, 31, and 32 - Self explanatory

PART VII - Job Perguisites

Ttems 33 and 34 - Self explanatory

ITtems 35, 36, and 37 - If yes is checked, include control year or years Lhanges
made in or apportionment occurs.

PART VIII - Officers Wages and Salaries
Ttem 38 - To be completed for elected officers only.

Colum (a) is to show base salary et the time of investigation. .

Colum (b) is to show base salary for last payroll period of immedi-
ately preceding control year.

Column (c) is to show percentage change unless increase is the result

of a bonafide promotion. In addition, on separate. schedule show

the same information for the immediatley preceding control year.

: - Ttem 39% ;Sgiﬁmgxplanatory

Item 40 - State the classification of the employees in the AEU in which the
officers listed in Ttem 38 participate (e.g. officers only, all executives, all salaried). In-
clude the title and salary range applicable to the lowest paid employee in thls AEU.

Ttem 41 - The purpose of this question is to determine the approprlatlons of the
‘AEU designation. .

Ttems 42 and 43 - Self explanatory
PART XI - AFU

Ttem 44 - If 1nvestigation covers AEU's in addition to the one described in
Item 40, check yes and enter number. » :

Q Item 45 - Circle the item aumbers for amounts to be apportioned to all AEU'
[]2J!:~ed by the 1nvestlgation
e



Y

Item 46 - S%ate the nature and amount of items to'be apportione& to each AEU.
covered by the investigation and identify each. Show separately for each AEU.

Item 47 - P.B. 3's or 3A's must be attached for each AEU for the current control
year and the 1mmed1ately preceding control year.

Item-hB ~ Self explanatory

PART X AND XI - Self explanatory

Q
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Economic Stabilization Program

Compllance lnvestlgatlon Worksheet - Executive and Varlablo Compensatlon

iSechon refarencas aré to the [conomic Stabilization Requlations. Use bart XI™If “more™space~is-needed: R

Part [1.—Identification S i

[N

1 Nanie and address of firm 2 5IC code {if available)

3 Principal product, activity or service

Part I11,~<0eneral

4 Check the applxcable box ‘o show the form of the orgunization:
a, Corporation 7 . Partnership 2 c. Sole- proprmtorshxp 7

5 Have any pay rulings or decisions been issued to this employer, or are any pending? e s e LT Yes [T No
1f! "Yes * describe.

6 Check the appropriate boxes below and complete the applicable sections of this worksheet.

b
c

. The firm issued stock Options . & v %% W76 & v v 4 o 6 4 s 4 s 0 4 e s s e e e e et s e e e e s e

. The firm awards incentive compensation as defined in Section 201.72(6) « + v v 4 v v v v v o o v o 0 o o 0 v W

d. The firm pays variable compensation as defined in Section 201,77 + + v v v o 0 0 o W e v o v 0w o o u s

v/
. The firm has a productivity incentive program as defined in Section 201,61 4« o vV cv v v v v v v v v 4 v o s U
el

e. The firm provides job perquisites as defined in Section 201.72{d). o o v v v o o w0 ot o o o o o o s o s o s s

Part III,—Stock Options (Complete only if the firm has a siock option plan and has issued stock options since December: 15,

1971, 1f the firm has more than one stock option plan, see instructions,)

7 Oocas the employer‘" stock option plan or any of the options granted under the plan since December 16, 1971, meet the
definition of:
a, An exxstmg contract, pursuant to Section 201.72{F)7 . . ¢ 4 vt b b b e e e s e et e e e e C? Yes D No

b.

A pay practice previously set forth, pursuant to Section 201. 72(9)?. e e e e e e e e s C7Yes (7 No

c. If "Yes " to a, or b,, explain,

(See Section 201.35, 201,76{c){4) and 201.78(d) for plans or options meeting the ‘definitions of an eristing contract

or a pay practice previously set forth,)

8 Does the plan meet the folowing provisions of Section 201, 76(b)(1):

a."der‘ethestockoptionsgrantedmwritxng?.................. e e e 1 s s e s s e e [_7Yes
b, Does the plan have stockholders' approval? « o v o v o 4 o 6t 0 4 s 6 e s e 4 sTe 4 s s e e 4 s

—
c. Is the maximum number of .,hares stipulated?e « « v vce v v b e i h e e e e e e e e e e [ 7 Yes

d, Is the option price not léss than 100X of Fuir market valie® o o o ¢ v 6 o o ot ¢ 6 o 0 6 o 6 s s s s L7 Yes

g8

. L7 Yes

If"YPs"g.vﬂthedate.........................'.............’

If "Yes," give the numbEI . 0 v W4 v v . v s o n e e e e e e e e e e e

RINERNN
g

g

If "No," explain,

e. If "o " to a., b., c., or d., check item 9 e, and complete item 11 and Part IX.

0

Check the ‘ype of plan below and compute allowable ootxons in item 10.
Y

a,

a

e,

; Modification or revision of existing plan (Section 201. 78(b)) Allowable options are computed.in the same

Cxisting stock option plan (Section 201,76(b)). Allowable options are computed per xchon 201, 76(b)(1)(u) or
(iii) or Section 201.76(c)(1), (2), (1) S e e e
Replacement of existing plan {Section 201.78(a)). Allowable options are computed per Section 201 76(b)(1)(u)

or (iii) or Section 201,76{c)(1),{2), (J) or (4), as applicable to the existing plan. « « v v o v s o 0 o v 4 o

manner as in item (b), 2DOVE v 4 i 4 4 e et i e e e e e e e e e it e e e e s e et s e e e e e e

tiew plan {Section 201.78(c}) . Determire 2llowable shares from the Decision and Order or apoendix B. (See

Pay Board Ruling 1972-113 if the firm had a previous stock option plan.) v v o v o o v o o s 6 s o o s o o o
The stock option plan dees not meet the requirerients of Section 201.76(b)(1) o o v v v v v v v v v v s & u e s
(If you check e,, also camplete item 12 and Pari IX) .

oy u'_mm

Form 582 (Rev. 5=73) Department of the Treasury - Internal Revenue Service
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Part 111, —Stock Qotions (Continyed) - :
10 _Amount_of allowable_shares_under. the. Economu»stabxlxzuhon f{ngulatxons.«(lf a.new.plan.or.an.exception-was- granted,- enter«w st
themountfromthoDecxsxonundOrdel.).. T I
u.Duteplanadopted..............-.............‘.’........‘...

»
b Corporatxonfx.,calyear..........................-...........’
c. Total number of shares available for option under the stock option plan as of December 17, 1971 .

d. For a fiscal year beginning prior to Movembar 14, 1972, list the aggregute number of shares under stock options granted
in each of the employer's last three fiscal years ending before Movember 14, 19712
1. First year ending before Movember 14, 1971 ., . . ., . .., .

2. Second year ending before Movember 14, 1970. « v v o v v W v v v o v b b b e e e
3. Third year eriding before |November 14, 1974 . v v & . i 0 v v vt b v = s et eee s e e e s
How many shares under option were grantud in the fiscal year including November 14, 1971, and grante
17, 1971? (These options may, be exercised per Section 201.7608)) . v e e e e e e e e e e e

A

o
o

ed before December !

v

f. Have options been granted since December 16 1971 and prior to fiacal year bchnmng on or after
November 14, 1972 2 v v v v o v o b o e e ettt e e et e e et e e LT Yes £7~o

If"Yes"shownumberofsharesbyhscnlyea"..........................>

g. Compute balow allowable shares per Section 201.76(b)({1)(ii) or (c) and enter rosults in liem 11a. 3. for each apphcable
fiscal year,

h. Have options been granted in a fiscal year beginning on or after l‘.ovenber 18,9972 0 o o e LT Yes [T
If "Yes," show number of shares by fiscal year, . . & v & v ¢ ¢ o ot s o o ¢ o s70 + o0 s v o+ '
i. If "Yes " to item h., above, complete the following for each fiscal year ihe plan was in existence prior to the year of

computatlon. ]
FY's Prior *o FY of Computation Options Granted ‘ Mumber of Employees
Beginning Ending Participating in Plan Unit

Totals o v v v o s o o o e o

3+ Compute averages: ’ options .Me-n loyees
options = 222 employees « —h-CY2PS

years - ’ . years

k. Show number of =mployees reasonably expected to receive options for the computation year, , , , ',
1. Compute below the aggregate share limitation for the computation year. Enter the results in item' 11 a.3. for

each, fiscal year,
: Employees-to receive ootxons
. Annual a-erage options X n -
/J_Average number of employees

1 e, Corr;;)utétion of options exceeding the Economic Stabilization Regulations. {Use a separate column for euch fiscal year,)

1. Fiscal year(s) of grant _.....‘..............

2. Number of shares covered by options granted . . . . . . . 4+, .

3. lumber of allowable shares (from item 10 g.or LuYe v w v\ . .

'R I:xcess,i if any, of line 2, above, less llne 3.. .. .

b, Were options granted for shares in excess of ‘the number allowable under the Economic Stabilization Regs? ﬂ Yes L_—/_No
Form 532 Page 2 (Rev, 5-73) Department of the Treasury - Internal Revenue Service
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Part I1].~=5tock Options {Centinued) :
TR I i eR” Qo i "checked " de ternine < the-value- of-the.stock.options for.the..fiscal year of the grant and the fiscal year
of exercise, Show computations below for sach fiscal year, and complete Part IX. T

Part 1V.--Incentive Compensation (Other than stook options or productivity incentive as defined in .;ech.on 201.61 or plans or -
practices covered bv Section 201.77)

{Complete this part for each separate plan or practice if the emuloyer awards mcentwe compensation, as defined in Seckion

201.72(e).)

13 a. Is incentive compensation awarded under a plan as defined in Section 201, 74? [ T DU, - [T Yes U No
If "Yes," attach copy. '
b. 1s incentive compensation awarded under a practice as defxned in Section 201.75%. « o ¢« ¢ o e s 4 o W [T Yes L7 v
If "Yes," describe method for determining aggregate amount of awards pursuant to the practice, or show .
the bonus percentage as determined by the formula in Section 201.7%a)({1).

14 Does the plan or practice or any awards made thereunder meet the definitions of:

aAnoxistmgcontract?.................,......................gYnsDNo
b.Aplypnctxceprevxouslysetf‘orth?..........-......................UYesL-]No
c. 1f "Yes" to a. or b., explain. :

"%Hhatistheplnnor;practxceyeuﬂ...;...........,.................ﬂ
If the plan or practice makes awards other than cash, or provides for deferred paynents, explain. (See Sections 201.74(c)

(1) and (3), or 201.75(c)(1) and (3).)

| a. Has the employer adopted a new or.replacement incentive compensation plan, or revised or modified its g
existing plan, since November 13, 19717 « wm e » o0 o o o o 4 o o s o 4 s e s s e ot w4 L2 Yes [T Mo

b. Was spproval of the plan required under Section 201.787 & . v 4« v e v v v a e s v e n oo oo oo L7 Yoo LT No
1f "Yes " to b.yhas a Decision snd Order been received? . o v v v v o v so v o v v v e s s oo LT Yes [ Mo
d. If "™No " to b. or c., determine if any amounts awarded should be apportioned to wages and salaries,

compute the amount in items 18,19, 20, and 21, and complete Part IX.

[ed
.

18 Compute the allowsble amount for each plan or practice year for which an award was made after November 13 1971 (pursuant

to Section 201.74(b) xf a plan, or to Section 201,75(b) if a pract1CE) .
e. Base ysar amount ’.. 2
b, Allowable amount for first plan or practice year. . . . . . . . ¢ ¢t vttt c e e e o 0o .‘[3
c. The adjustment Factor and allowdble amount for each subsequent plan or practice

year: .
Factor Amount

$

- $

$

Form S=82 'page 3 (Revs 5=73) Departaent of the Treasury - Interral Revenue Service .

ERIC

Aruitoxt provided by Eic:



oA /:

T

BET

entive nestion ntinued : .
19 ., m the esploysr mede ewsrds under the plen or practice sfter November 13, 19717 , . . . . v 4o o4 o [ You ﬂNo

b, If "No " to a., when does employer expect next awards to be made® . +.. . v 4 b e s e b s e . . »
© o If "Yes" to 8., what waa the aggregate amount and date of the award for esch plan or practice ysar?(p

“d. If thers is se amount in c., does it include;
1. Itema deferred to e lotorynr?.............'.....................Uvos 7 No
2.Itmadof.rrodfromonearheryeuﬂ.......................‘.......Uvu T No

3Noncoshttam?.....................‘......................Uvu L7 N
o. If "Yes " to 1.,?,or3,axp1un.

20 o, If eward made under e "plen," determine for esch plan year the aggregate maxinum emount computed in accordence with
© the plan formula. ] .o ‘ :

b. If eward mede under a "pnctico," determine for each praotice ynr the sggregete maximum smount computod in. oocordonco

we——Nith the foraula in itea 13b,
21 If thers ere amounts in item 19 c., are they more than thelamount computed in either item 18 or 207 . . L7 Yes /7 MNo
If "Yee," shov' amount of excees for each plan or practice year ana complete Part IX. .

P Part V,==Sales or Commission Plens or Practices end uortmn Productxon Innrtr/e Progrlms (Completo fnr oach soparoto plen,
prectice or progrmg

22 Prior to Novesbar 14, 1971, did the employer have established and in effect a salez or commission plan or
practice or a production incentive program covering nonufion employees?. . . . . st « 0 . 0 .0 0 0. U Yes [7 No
If "Yes," ond plen or progrem are in writing, attach a copy; if a practice or & program not in writing,
desoribe method for dotommtng amount of compensetion.

23 &, If "Yas " to item 22, hes the method of celculating earnings chenged since November 13, 19717 . . . . /7 Yea L7 W

b. If"Y.g"toa.,whatxsthedateofchange? e T T I R O

o LIf "™No " to s, plen may operate per Section 201. 77(a}(1).)

;24 What je the plen, practice or program y88r? . . . . v st 4 e 4 4t e st et ie e tn e P

25 s, If o chenge initislly effects a complcted plan, prectice or program yesr, based on actual sales
sbldame or production-output for such year:

... State the eggregata amount of compensation paid or warded under such changed plan, practice or
”progrm...........................................’ $

N U—

2. State the sggregata amount of compensation that would have been pa;d or ewarded had no change in
the method of calculating esrnings 0CCUPrEd. ¢« + ¢ o s e o o v o v v s s s s s se e ss Ppp B

3. If 1. exceeds 2., show amount of excecs and complete Part IX . . . ¢ v ¢ v v s 0 s 0 s c o o P
b. For each plan, practice or program year foliowing the year of initial change, based on actual eales
volume or production output for a completed year,and on proJected sales volume or production output
for the current year:

1. State or estimate the aggregate amounts of compensation paid, awarded or paynble under such '
plan,changedpracticeorprogram..._........................v

- 2, State 0!‘ sstimate the aggregate smount of compcnsation that would have been pnid, awardad or ’
payable hod no change in the method of calculeting eernings occurred . & v & ¢ o ¢ o o o & &
3. If 1. exceeds 2., show the amount of excess for each year sad complete Part IX . . . ., . . . »

po | s ||

26 1f o chenge initislly effectes a current plen, practico or program yeer, based on projected sales volume or produehon output
for such yeer: . ,
. e. Eotimats the eggregets smount of compensation payable under such chonged plan, practice or progr $
b. Eetimate the eggregate amount of compenasstion thet would heve been peyables hed no chenge in the
lothodofcalculatingearnmgsoccurrod............................ $

c. If a. exceeds b, lho'thouountofoxcouondcomploto Part IX & o 0 0 e 0 i e e e e e e | 3
27 If "No " to itee 22,hes such @ plen, prectice or program besn satablished since November 13, 19717 o . . L7 Yes [7 Mo

Forn S-82 Page 4 (Rev. 5-73) _ Departsent of the Treasury = Internal Revenue Sarvice
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.28 If "Yes" to ftem 27, Show amount paid ar Awardcd EidCOMpIELETPart D’.............N% -
29 a. If "Yes" to ftems 23 or 27, was approval required wider GCCLLON 201278% avsssaseoss L7 Yos L7 No

E

Part V.--Sales or Commlssion Plans ow Practices and Certain Production Incentive Pl‘og.'ams (COmplet;e for .

gach separate plan, practice > program,) (CGontinuvd}

bs If "Yes" to a., has'd Decision and Order beens vecnivcd'f........................... L ves [7 N

Part VI.==Productivity Prograus

30 Does the employer clalm that any or 1ts plans, ‘practices or programs are productivity L7 Yes [/ Mo
incentlive programs? If "Yes' complete items 31 and 32, .

" 31 Describe method by which compensatlon under sueh program 1s computed.

I

32 Does such program qualify as a productivity incentive pregram pursuant to Section P01.61{d)? . o o v « - L7 Yos " [7 Mo
If "No," treat as a Section 201,74, 201.75 or 201.77 plan or practxce ‘a5 applicaktle,and complete the ape :
propriate part of ths form,

Part VIl.—Job Perquisites

Q

RIC

Aruitoxt provided by Eric

33 List all items furniahed by the employer you consider'te be perquisites us czef:.ncd in Sectiom 201. 72(d)

34 Lict ell business expense reimbursement prafices of the employer, including mileage reimbursement, club dues peyments, ete

35 Has the employer made any changes in its practices as described in items 33 and 34 (2.9., increading
mileage reimbursement, adopting a tuition reimbursement program, issuing gasoline credit cards, elc.)

ssince Hovamber 13, 19717 o v v o v e e v b b e e s e e e s e e e e et e LT Yes [T N

If "Yes," describe,

- Pat VIII,—0fficers’ wages and Salaries

36 Does employer intend to mclude the va]ue'of such changes in pay adjustment computations?. . o . o . . . &7 Yes /7 No
If “Yes," d‘.scrme. ‘ S ‘

37 Should eny items furniched os job perquisites be apportionsd to wages and salaries? . 4+ o o v o s o o o /7 Yes [T o L

If "Yes," compute below and cozplete Part T,

€ If a corporation, list the corporate offxcer.. and information anout their calaries in the space below. The petcentuge in .
P ’ P f o

column {c) should be obtained by dividing thez *otzl in volumn (a) by the total in column (b) and suotracuﬂg 10u°5 If
the parcentage change iz the result of a hosn fide promoticn, write "promotion® in column {c).
If additional space is needed, check :he following box and atbinch list . . .= AT 4

Include don r_anounts on sych attsciied list in totals f r_columne fa) and (hlg!

Vivie Current | Base: Percantage. ';';
rame SR ’ Payralt Period Change
i fub Wy - ic) :
5 S . ‘ %
Totals ] 5 s %

39 Is the current total base salary more than 5.0% greater than the total tase payrsll period? ., , . ... . U Yes £:7 No o

If "Yes," -fetermine the Appropriaie Employee Unn.t (AEU) and complete Port 1X, (Part IX should also be
completed for the AEU if column (c) for any officer substantially exceeds 5.5%.)

40 Describe the AEU in which corporate officers are currently participating,

Form S-B2 page 5 (Rev. 5-73) ‘Department of the Treasury - Internal Revenue Service
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Part VIII,-=0fficers! Wages and Salaries (Continued)

41 Have the corporate officera hmtoncolly portxcxpotod in this ABU? vt e = 2 v e s s s s o oeeoes L7 Yos /[T Mo
““"““‘If"’No“""oxpllm. ;

42Hhat13thocontrolyearforthisAEU?........--......----.. R

43 How marty employces were in the AEU for each control year? . ’ ’

" Part IX.—Apprcpriate Employea Units 44

.UYes L[] %o

45 Amounts to be spportioned to esch AEU ware determined from items (circle applicatle item numbers)

9e, 12, 17, 21, 25a.3, 25b.3, 26c, 28, 37, 49

46 State the items and amounts identified in item 45 and associate with the AEU. Pleass describe sach AEU. (Use addltxonal
pages if necessary,)

44 Does this worksheet involve more than one AELR

¢

47 Prepare and attach a Form PB-3 or 'PB-'}A for each AZU., Number of Forms PB~3.or PB-3A attached,s..ee.4s ’
. ' ) o A

part X.-=Signatures-

- 48 Investigator {49 Date |50 Totel time spent |51 Reviewsr

52 Date

Form 582 page 6 (Rev. 5-73) - Department of the Treasury = Internal Revanue Service
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}EXHIBIT II TO CHAPTER VI

BACKGROUND .PAPER-EXECUTTVE. AND. _VARTABLE.COMPENSATION.. CONTROLS " i

During Phase II, the Pay Board decided that increases in aggregate compensation for units
of white collar, management and executive employees should be limited to the same general wage
and salary standard as was applicable for other units of employees. However, recognizing that
the compensation package for management employees usually included bonuses, stock options and
other forms of variable compensation, it was decided that special rezulations wsre reguired -to
provide rules governing the operations of such plans. These rules are covered in Subpart F of =
the Pay Board regalations. '

. These regulations separate executive and variable compensation from other forms of come
pensation, The term "executive" is not defined. However, the determination of whether .the
rules regarding executive and variable compensation apply to an item of compensation does not

- 'depend on the individual receiving the compensation, but.the type of compensation received.

s The regulations alsc do not affect any plans covered by the provisions of a collective
bargaining agreement.

IR PR 3

: ~ Increases ‘in salaries and the cost of perquisites awarded to employees or executives are

. chargeable to the 5.5% general wage and salary standard for the appropriate employee unit or
units to which such employees were assigned by the employer. - In addition, salary payments
deferred to later years are charged as wages and salaries in the year earned.

- INCENTIVE COMPENSATION PLANS AND PRACTICES (Excluding Stock Options) - Sections 201 7h and
201.75 1 _

‘ A wide variety of plans are covered, including .cash or stock ‘bonus pl:sns whether payable
- currently or where payments are deferred, phantom stock plans, stock purchase plans, and
performance share plans, (These regulations do not cover qualified benefit plans, e.g., IRS.
qualified pension or profit sharing plans.,)

The control concept underlying the regulations is that payments and awards made under
such plans or practices during Phase II or III that are consistent with payments made.under
such plans or practices prior to Phase II, should not be deemed to be increases in wage and
.salaries.  Accordingly, the computation provisions are the heart of these regulations on
incentive- compensation plans and prarccices, In essence, the regulations provide that for
plans or practices in existence on November 1y, 1971, the allowable amount which might be
- paid as a bonus for the first plan or practice year under Phase IT is the amount actually
“paid in the best of the last three plan years plus 5.5%. Following the recodification

"hearings, the Pay Board amended the regulations to provide an additional 5.5% increase .in

" ‘the allowable amount in the second plan or practice year and required that the allowable

. -amount be adjusted upward or downward to.reflect increases. or decreases in plan participants
. from the base year who are now eligible to receive awards under such plan or practice.

» The regulations also permit payments in "excess" of the allowable amount -to be made,

. provided such "excess" payments are.charged as increases in wage and salaries. Any excess
‘. payments must be distributed pro rata among the appropriate employee units to wh1ch plan
“.participants have been assigned. . - _

o " During Phase II, the adoption of new 1ncentive compensation plans and practices required-:
- prior Pay Board approval. In general, the Pay Board approved the adoption of such plans with
;" the condition that payments made under a new plan during the first 12 months of operation are
~chargeable as increases in wages and salaries for the appropriate employee unit., Modifications
. or replacements of plan3 in existence on November 1L, 1971, also required Pay Board approval,
" In general, such changes were approved subject to the condition that any increase in aggregate
. compensation resulting from the revision or replacement over that which would have been i
“‘payable under the prior plan ¥ 'ld (180 be a chargeable increase to wages and salaries.

+. - The standard ‘treatement of new, modified or replacement plans adopted in Phase III has g
. been published 1n Appendix B of the Cost of Living Council regulations.'”"




STOCK OP'TIONS - Section 201.76

The _Pay Board decidsd that no restrictions would be placed on the exercise of options

'which had been granted prior to the ‘commencenent 6L Phase” II. It also decided
“tha’ sbock options that met certain Pay Board requirements - namely, that (1) the

option plan must be approved by the stock holders, (2) that the plan must specify the maxi-
mum number of shares set aside for option grants, and (3) most importantly, that the plan
‘required options to be granted at an exercise price- of no less than 100% of the fair waarket
value on date of grant - would not be deemed to be an increase in salaries since there is no
cost to the company for such options either at the time of issuance or exercise of such
options. However, since the grant of such options are obviously an inducement to employment,
it was decided that a limitation be placed on the number of shares which could be awarded
under stock options during each fiscal year .of "the employsr, such number to be consistent
with each employers past practice in granting options prior to stabilization.

: " The original Pay Board regulations covering existing stock option plans which met the

Pay Board's requirements established an aggregate share -l1imitation for a fiscal year beginning
prior to November 1k, 1972, to the number of shares covered by options issued per year during
the threa fiscal years ending prior to November 1L, 1971 - divided by three. Special rules
‘for computing the annual allowance were provided for plans less than three years old and for
dormant plans. S . :

As a result of a number of complaints received during recodification hearings, the Pay
Board issued new regulations on November 1L, 1972, changing the computation of the annual.
stock option alluwance. The aggregate share limitation applicable to.fiscal years beginning
on or after November 14, 1972, is now based on the annual average number of shares subject to
options‘that were granted during the life of the plan and now further provides that such
‘allowance must be adjusted upward or downward for changes in the number of plan participants.’

During Phase II, adoptlon ‘of a new Pay Board qualified stock option plan requlred prior
Pay Board approval. In general, such approval was granted with the condition that the allow-
“able number of shares that could be granted under options be held to 25% of the aggregate
‘shares authorized wunder the plan. Replacement or revised plans also required prio: approval '
‘and in.general, the annual allowance for such plans was held to the annual allowance “which
could have been granted under the prior plan.

: The -standard treatment of new and modified or replacement plans adopted in Phase IIT has
fbeen published in Appendix B of the Cost of Living Coun01l regulations.,

Stock options granted under plans which did not meet the requirements of the Pay Board
(usually options-wnich could be purchased at a discount from fair market value on date of ,
ﬂgrant) are deemed to be increases in wages and salaries. The charge made is an "option premium" -
~equal to 25% of the fair market value of a share as of the date of grant plus the valne of the
" discount from fair market value-on that date. At the time of subsequent exercise of .uch |
‘option, a further amount chargeable is the difference (if any) between the fair market value :
at the time of exercise over the sum of the original 25% premium plus the fair.market value at .
“the time of grant. Such charges are apportioned to the appropriate employee unit or units for
1the plan part1c1pants. . .

SALES CGMMISSION AND PRODUCTION INCENTIVE PLANS OR PRACTICES - Section 201 77

: These plans, when directly related to the performance ‘of the employees with respect to
" sales or production output that were established and in effect before November 1L, 1971, may -
~continue to operate in accordance with their provisions without.reference to the 5,5% wage
"and salary standard. If a change is made in the plan or practice method of calculating the
.earnings of any employees covered by such plan or practice, the increases in the aggregate
_amount of compensation over that payablée under the plan or practice before revision is deemed

-an-increase in wages and salaries in the year earned and is apportioned to the appropriate
employee unit{s). ,

During Phase II, the adoption of new sales production or commission 1ncentive plans
'requlred prior Pay Board approval. Such-approval was generslly granted provided, however,

- that payments under such plan be charged as an 1ncrease in wages and salarles.

- (€) .
jj]:[{\!:>end1x B of the Cost of Liv1ng Council's regulations provides guidelines for the replace-




:ﬁent or modification and adoption of now sales commission and production incentive plans
consistent with' the standard treatment afforded such planu durlng Phase II.

R . e R - e e i

NEW ORGANIZATIONS - Sectlon 201 79

Any business or firm established on or after November 13, 1971, was permitted to
-establish executive or variable compensation plans or practices if within 90 days after the
establishment of the business, report was filed with the Pay Board describing such plans.
The report was required to demonstrate that the organization of the business entity and the
plans or the practices adopted were not for the purpose of circumventing the intent of the
wage and salary program and were not unreasonably inconsistent with the intent and purposes
of the program or the policies of the Pay“Board. _Slnce the regulations did not require Pay
Board approval decision and orders were not issued in response to new orgaﬁlzatlon reports
except in situations where a report indicated that a proposed action was unreasonably incone
sistent with the regulations. ' |

Section 201.79 also spelled out the rules applicable to changes in organization form
resulting from mergers, acquisitions, or reorganizations. In general,, the Pay Board took the
position that a change in organizatioral form should not affect the appropriate employee units, :
plans or practice units or control years unless otherwise clearly required by the organizational:
change. Allowable amounts for established incentive compsnsation plans or stock option plans
in predecessor organizations were generally allowed to be carried forward into the new
organization.

© SUMMARY

The regulations covering Executive and Variable Compensation establish limitations as to
the "allowable" amounts of payments or awards that can be made under executive and variable |
*Lcompensatlon plans that are not regarded as increases in wages and salaries. "Excess" payments
(except in the case-of Pay Board approved stock options) could be made if charged to the :
general wage and salary standard for the approprlate employee unit{s). HEmployers could
adopt or modify or replace existing plans, but increases in aggregate compensation resulting
from such actions are chargeable as wage and salary increases to the appropriate employee.i
unit(s). The regulations in no way attempted to limit the amount of individual salary

' adjustments or incenbive comperisation awards - but control only the aggregate payments made
pursuant to plans and practices. -
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‘Chapter VIII

CASE FILE FORMAT

‘8.1 INTRODUCTION
In both large survey and individual directed investigations, one of the most necessary
,steps to insure orderly case preparation and a quick accurate review is a uniform work
~product.” Uniformity has been lacking in the cases submitted to date., The case files received
have ranged from barely acceptablc to extremely good. Consequently, we ask that the sample
case file be the standard for all future wage cases. A uniform product, such as the one we

,propose ~will greatly aid the review programs whethey they be at” District Regions, National
;Office or the Co~t of Living Council. :

8.11 General

Two completed case files should be submitted for a11 pay cases, This will enable both
Naticnal Office and CLC to review.the case file concurrently. A retained copy of both
locations will also facilitate matters when questions arise at either CILC or N.0. Each case
~file should be bound in a memo size folder rather than legal size, All inclusions and at-

tachments should be“bound (ACCO fasteners or clips) to prevent losses and/or separations
either in transit or while being reviewed. |

»8.12 File Preparation ‘ ‘ l

"'Al1l future case files should be set up in accordance with the case file outline you
| received. The best way to familiarize you with the case outline will be step by step.

(1) The initial $-71 and all S-66 updating the case, should be attached on the
reverse side of the file cover. S-66 green and yellow copiles to be inserted

in one copy of the case’ file. S-66 pink and any other extra copy to be inserted
in the other copy of the case file.

T (2) Index Should encompass all material in the case file report and indicate its
et location. S .
‘ I
3) Narrative Report (Memo style). (see report in sample file) i This will identify the
. £irm investigated and the reésolution of the investigation i.e., Violation - No
Violation. This memo report is in addition to the short narrative on the final 5-66.
The format is standard and has been used in almost all" investigations.

. The report should provide the reviewer with a’concise wrap . up of investigation as
"well as the -investigator's recommendatiOn.

(4) 5-102. All parts are to be completed If a section does not apply, indicate on
'form, {i.e., N/A) . Where attachments are requested by the form, pinpoint their
location in the appropriate section of the case file.

(5) PB-3 or 3A '

e

(6) Workpapers - Should include verification for all information on
(a) Base salaries - list and methodlof vertification used.
(b) Stock options - should include duties of grant, computations, etc.

{c) Incentive compensation - be sure to include all supporting data.

f{[]%J}Z ' R SRR

T (a) Stocks plans

(d) Sales or Conmissionstians or Practices
(e) -Job prereqnisites :

@"")  Copy of Plans

. - . E : N ' \
e . :
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(8)

(9

(10)

(P) Incentive Comp. Plans

(c) Sales plans

(d) Productivity plans

Pay Board Q ;nd A's - if any, attach:copies.
Mem&ranqums'suppé;ting positions if anmy.

Any other exhibits, proxy statements, annual repdrts, etc.

"All”itemS”should“be“tabedwaéwshowniin example—anduclearly.cross:referencedﬂtQm;

index.

‘For investigations other than executive compensation, the above forms should be

used and adopted as necessary for the particular case.




HIGHER PRICES INCORPORATED
NO. 1 MARITIME PLAZA

C.L.C. No. 502
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Address any reply to: 450 Golden Gate Ave.

San Francisco, Calif, 94102

DISTRICT DIRECTOR
INTERMAL REVENUE SERVICE

District Director

Internal Revenue Service

San Francisco, California

ATTN: Assistant to the Director
(Stabilization)

Re: Higher Prices Incorporated
No, 1 Maritime Plaza’
San Francisco, California

FINAL - No Violation

Basis for the Investigation

- This report is in response to the S-71'requestiﬁg an investigation of

the executive compensation program of Higher Prices, Incorporated.

The Stabilization Investigation Transmittal directs an inquiry into the
companies executive compensation plan, including base salary, job per-
quisites and incentive compensation paid to corporate officers. The
ultimate purpose was to gather information to complete the attached

Form S-82, to analyze this information, and to determine if the compen-
sation paid to the corporate officers exceeded the amount allowable urder
the Phase II Regulations.

Results of the Investigation

On March lst Frank Lyon contacted the subject company and requested

the information necessary for the investigation. On March 5, 1973,
Fred Fish and Frank Lyon from the Economic Stabilization Program

met with Mr, Lloyd Steve of Higher Prices Incorporated, and Mr. ‘B(own

of the law firm of Alpha Beta Kapps. The wage information was provided-

and additional discussion of the stock option plans took place. On March
6th the investiators met with Mr, Lloyd Steve and Mr. Clifford Diamond for
the purpose of gathering the information on the stock option.plan.



-2~

On the basis of the information received, Part II of the S-82 was completed.
Exhibit A itemizes the individual officers' salaries. This list was copied
from the personnel records of the company which recorded the salary history
of the corporate officers.

Parts II and IV were also completed on the basis of the stock option informa-
tion obtained from the company s records. The Schedule F worksheets itemize
thg.speciflc;grants. In addition, Schedule G contains the reports by the.
compensation and stock ption committee which designates who the receipients
of the options were.

It is important to note that the grants in 1971 were approved in a Decision
and Order. (See Schedule B) The total number allowable was also designated
as the base year amount for the subsequent two month period. The company
did not grant in excess of the allowable amount of options in either 1971
or 1972,

he appropriate employee until which includes the corporate officers, ‘is
composed of all salaried employees. There are two thousand employees in this
until and the control years run from November to November. In the first _
control year this until received a 5.3 percent increase in. the average hourly
wage and a .2 percent increase in qua11f1ed benefits. In the second control
year. the until received a 5.3 percent increase .to the hourly rate and a 2.5
percent increase to qualified benefits.

Higher Prices, Incorporated is on a calendar year. Their stock option plan
is silent as to time periods. The plan was adopted on August 13, 1971, and
the Board of Directors approved a grant of 160,000. The Pay Board allowed
this as the maximum amount during a twelve month period from August, 1971
to August, 1972. In this way the Decision and Order implies a plan year

to August to August.

Conclusions"

The analysis of the salary schedule and the option information provided by
Higher Prices, Incorporated indicates that this company has not violated
the general wage and salary standard in compensating its corporate officers.

fea



Economic Stabilization Program
Compliance Investication VWorlisheet - Exccutive and Variable COmpensatlon

{Section references are to (he Stabilization Regulations. Attach additional sheets if more space is needed.)
.t |~ Identification

1. Name and address of firm ) k 2, SiC code (if available)
HiGHER 21 e, Incorporated : 9, 10
# 1 Maritime Plaza 3. Principal product, activity or service
San Francisco, - California . wood and paper products

Part |l ~ General

4. Check the appropriate baxes below and complete the appiicable sections of this worksheet. :
(a)TheflrmISSUBdSYOCKOP!lOHS l...ll.lll.l.l...ll.lllllllll..ll...l.ll.l..l..l..nl.l...ll..[x_]
{b) The firm awards incentive compensation as defined in Section 201.72(e) T Py
{c} The firm has a moductivity incentive program as defined in Section 201.61 seevs s oo osoosnssssessssscscssnns
{d} The firm pays variable compensation as defined in Section 201.77 D I P IR |
(8) The firm provides job perquisites as defined inSec;_ionZDlJZ(d).-...............................u..-@

5. What is the form of the organization? {a) Corporation K7 (b} Partnership 7] . (c) Sole proprietorship [ |
6. It a corporation, list the corporate officers and salary information in the space below. The percentage in coiumn (c) should be -
obtained by dividing the total in column {a) by the total in column {b) and subtracting 100%.

It additional space is needed. check the foliowing box and attach liSt es e eseseessesenssssaccssnsncscsssscsse O
Include dollar amounts on such attached list in totals for columns (a) and (bj. : R
! Name Title Current Base Percantage

Payrol! Period Change
. (a} {b) el .
See attached schedule $ $
at  Exhibit A
—— $1,272,072.]5 1,293,336, 1.67%

is the current base satary more than 5,5% greatar than the base payroll pernod? ®esseccassccnsssccccss [Yos K] No
If *Yas,"” datermine the Appropriate Employee Unit (AEU) and complete Part VII, (Part Vi should also - i
be completed for the AEU if the current base salary of any officer substantially exceeds a 5.5% increase.)

8. Have any pay rulings or decisions been issued to this employer or are any pending? eecscsscsssocsccses (¥]Yes [C]No
it-**Yes,” describe. ’
Case #f 8464 ,,, A Decision and Order dated July 21, 1972 gives permission
to grant 160,000 units during the base period and stated that this shall
beconc the base year amount for a subsequent twelve month period. See exhibit .B
\.,_;_

Part 11} — Stock Options (Comp/ete only if the firm has a stock opuon plan and has issued stock options since
December 16, 1971}

9. Doss lhe employer’s stock - -:,pnon plan or any of the opt:ons granted under the plan since December 16, 1971 . meet lhe defmmons
of;
(a)Anexasnngcontract.pursuannoSecuon201 TF2)? easssssesosnssnsas srecsecerstnsnenns Dves x’:]No_
{b) A pay practice previously set forth, pursuant to Section 201 72{G) 70 0nnsecsncencnsnecsssntenenss CYes {‘___]No'
(e} if “Yes”’ to (a} or (b). expiain. . : e

{Plans or options meeting the definitions of an existing contract or a pay praclfce previously set forth generally will be allowed,

to operate under Section 201.35.} :
10. Does the plan meet the following provisions of Section 201, 76(b)(1) B
(@) Were the stock options granted in writing? ..................-........................ xlYes [INo
(b]. Does the plan have stockholders’ approval? .......................................... GelYes [INo'’
If **Yes)' give the date . |

(e} is-the maximum number of shares stipulated? ..-................................-...... ]Yes []No
If **Yes;’ give the number K
d)lstheoptlonpncenmIessthan‘IOO%OfFMV?.---...-.-.-n.....-........-..-........- [@Yes DNO
lf "No," explam. . ) g -

(e} If “No** to (a], (bl. (c] or (d)., check item 11 (e} and complete item 13 and Part Vi,

Fem 8-82 @m  Departmant of the "“SW""*"'"" Revenue Servic

SR 4 s S e et
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11, Check the type of plan below and compute allowable options in item 12,
{®) Existing stockoption plan [Section 201.76(b)}. Allowable options are computed per Section 201 J78(D)(1){ii) or {iii) or
Section 201 J8(e)1 ).(2).(3) Of (1) eoveosecsssssssans See-‘ﬁtniencnt- ke exhibit- ssVoresssctos e E
(b) Replacement of existing plan (Section 201.78(a}).- Allowable options are computed per Section 201.76(b)() Hii) or (iii}
or.Section 201.76(c}(11:(2),(3) or (4), as applicoble to the exiStiNg PlAN, eese s osesscessscocsescsncssesssss
{c) Modification or revision of existing plan {Section 201.78(b}}. Allowable options are computed in the sama manner as :
in item (b), abol‘v/eoooo-.oo.-.ooonoooo-oo.ogooo.o--oo...oo...oo.--,o..o....o-.-.oooooooooon
{d) New plan [Section 201.78{c)) requires approval. Determine ailowable shares from the Decision and Order, (See Pay
Board Ruling 1972-113 if the firm had @ Previous stock Option PIan.) e e e eeeeosesonstocsssssscssnsesscasssss =1
{8} Other. Check here if the plan is not covered by (a},(b).(C) or {d), above,and complete item 13 and Part Vilve o e e oce e s o O

12. (8) Amcunt of allowable shares under the Stabilization Regulations. {Show computation on {b) below; if a new plan or an exception
B was granted, enter the amount from the Decision and Order.}
(1} Date plan adooted D 8-13-71
(2) Corporation fiscal yearry __ealendar ] .
e A3) Total number of shares available for option under the stock option plan as of December 17, 197} _‘,[:’_,_ 415,000
{4} List the aggregate number of shares under stack options grantad in each of the employer's last trree fiscal years ending
before November 14, 1971, .
(a] First year ending before 11/14/71 D 53,150 - See exhibits F and G
{b) Second year ending before 11/14/71 > 13,500
(c) Third year ending before 11/14/71 D> 99 250 :

(3) How many shares under option were granted in the fiscal year including November 14, 1971, and granted before

December 17, 19717 (These options may be exercised per Section 201.76(2)) p 0 .
(6]HaveoptionsbeengrantedsinceDecenhef16.1971?..g-........‘........o........u.... DY@S UNO
it **Yes)' for how many shares? [» », 500 :

- {b) Compute beiow allowable shares per Section 201.76(b) o (c) 8nd enter in item 13{a){3) for each applicable tiscal year,
"“Per Decision and Order dated July 21, 1972 Exhibit B

- 160,000 shares were allowed in the first of the plan,

- A N -
13 {a) Computation of options exceeding the Stabilization Regulations. {Use a separate column for each fiscal year.)

(1)Fiscalyaar(s)olgrént....-...-...ooo....-.....-.... 1071 1912
“{2) Number of shares covered by options granted eeeessescccsse 150 0040 S1 5NN
(3) Nurber of allowable shares (fram 12(b}, ur enter **none’’ if " 4
-item11£e)ischecked)‘....'u.....-ou.......-...... lﬁunn 1468 Q00
{4) Excess, if any (line (2), above, fess 1ine (3)) eeesesessssces i -
{b) Were options granted for shares in excess of the number allowable under the Stabilization Regulations? [T Yes ' No

T 14, (f " Yes’’ to.item 13(b). refer to item 11 and check the applicable box beiow, -
{a) Plan is described in item 11 (a).(b),{c) or {d}. {Excess number of shares are a violation of the Stabilization Regulations.
If there is nc litigation potential, the firm should be advised that it is in violation and instructed to cancel the options
gramed for such 8‘193955,'..0uoooooo-0000000000000000000-.ooo--o--o-u.-000.-0000-0‘10000. D
{b} Item 11{e} is ctiicked. Determine the value of the stock options (See Section 2071.76(f)). Show computation and

complete Part Vi, o‘.o.oo-oooooo-000000'000‘00.0.00000'00-000uooooo-u--0000-0000-0-00000 D )

,

Does  Not Ap piy

'jl?'ar; IV —~ Incentive Compensation (Other than stock options or productivity incentive as defined in Section 201.61 or
plans or practices covered by Section 201,77)

: lduﬁplele this part for each separate plan or practice if.employer awards incentive compensation, as defined in Section 201.72fe}.)

- 1648} is incentive compensation awarded under a plan as defined in SECtion 201.787e s e s sssssosescscnssee XJYes [jNo
: - if *"Yes,' attach copy. : o ) .
= {8} Is incentive compensation awarded under a practice as defined in Section 201.757 ececssesccsroncscs []Yes xNo
If **Yes; ' describe method for determining aggregate amount of awards pursuant to the practice, or enter . ‘
the bonus percentage as determined by the farmuia in Section 201,75(a){1). .

W . i B Form 5-82 (2-73} .
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16. Does the plan or practice or any awards made thereunder meet the definitions of: .
(a) An existing contract? ...............................................-........ O ves DNQ‘
{b) A pay Practice previously St fOrth?. e e eeesesssecossosssssssssscscssessescssccsscns []Yos £lno-
{c) If **Yes’* to {a) or {b). explain, '

17. ¥hat is the plan or practice year?> 12=31=-72

18. if the plan or practice makes awards in other than cash, or provides for deferred paymen(s.explam. {See Sections 201.74(c/(1) and‘
{3}, or 201.75(c) (1) and (3}.}

Phantom xtock Awards

19. Show the computation of the allowable amount, pursuant to Section 201.74(b) if a plan, or to Section 201.75(b} if a practice.

See Decision and‘Order eee. 168,000 units Exhibit B

20. (a) Has the employer made awards under the plan or practice after November 13, 19712, ¢ccosceseecnscee B Yes D No
{b) If *No’* ta {a}, when does employer expect next awards to be made?
{c) lf"Yes" to {al, what was the aggregate amount of the award?b 33,500,
{d) 1f there is an amount in {c), does it include the following:
{1} Items deferred t0 @ 1ater YEar? ¢ e eeeececssoscossscsesoscsccscssscsssososscscsscssuse DVes ™ no
{2) Items deferred from an arlier YRar?, , . v eeeseesssosssssssssasscssscesssssesescee LJVYes [8No
(3) NONCaSh emMS? e s e s e ssesessonsssecsrscesesessoscsscassosssssesscscccessne Elves [One
{e} It **Yes* to (1), (2) or (3). explam. :

Phantom Stock Awards

21, if there is an amount in item 20{c), iS it more than the allowable amount computed in item 197 e 4 e e vesos e e
If **Yes,' complete Past Vi, D ves @ No

{a) if a*’plan,’® determine the aggregate maximum amount computed in accordance with the pian formula. -f;non applicable
(b) It a *’practice,’’ determine the aggregate maximum amount computed in accordance with the formula in item 15(b).

23. (a) Has the employer adopted a new or replacement incentive compensation plan or revised or modified its existing plan since
NOVEMDET 13, 19717 o o e e e sssnosocosscssossccssesssosssescssscossssessssccscccvee [ JYos [(R]No
{b) Was approval required under Section 201,78? R R R R R R R @Yes DN_o"
{c} If “*Yes® 1o (b}, has a Decision and Order DEEN receiVET? s s s s e s s s sosssssesosvsssssoasscses £ ves Ono:

{d) 1f **No** to {b) or (€}, determine if any amounts paid should be appomoned to wages and salaries, compute
the amount below, and complete Part VIi.

Part V—Sales or Commission Plans or Practices and Certain Production Incentive Programs [Complete for each separate
plan, practice or program) Does not apply

24. Priar to November 14, 1971, did the employer have established and in effect a3’ nles of commission plan or ptacnce or a productionr

.ncem.veprogramcovermgnonumon emMpPiOYEeSP esses esssscscsascscscssossssessscsscsssscoonsosn DYes O no.

If plan or written program, attach copy. |§ practice or program, not wrmen. descnbe method for determmmg amount of compensas
ticn, P .

25. If **Yes* to item 24, has the method of calculating earnings changed since November 14,19717 ., eeesssess D Yes D No~
if *"No,’’ plan may operate per Section 201.77{a){1). o

7%, If “*Yes’ to item 25, based on project sales volume or. production output:
{a} Estimate the aggregate amount of compensation payable under such changed plan, practice or program b $ :
{b) State the aagregale amount of compensation that would have been payable had no change in the method of calculating earnmgs
occurred | -
{c) IF {a) exceeds(b). check followmgbox andcompletePartVll- T O |

27. If "No" to item 24, has such a plan, practice or program been eslablnshed since November 14, 19717 g
if **Yes,' complete Part V. ceeves [Jves "[JNo.

Form $-82 (2-73)
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28. (a} If ""Yes'" to items 25 or 27, was approval required under Section 201.787 eesessssssccccssscccvess [ ]Yos [ No
(b) It “Yes'* to (a), above, has a Decision and Order been received? ecsscsccscssersesccccsssvsesse [ JYes []JNo
{c) It "No"’ to {a) or (b), above, determine.any amount to be apportioned to wages and salaries and complete Part Vil,

29. Does the employer claim that its plan, practice or program is a productivity incentive program? essessecess []Yes [JNo
i1 *'Yes,” complete items 30 and 31.

30. Describe method by which compensation under such program is computed.

31. Does such program qualify as a productivity incentive program pursuant to Section 201.61 (d1? v e ssseeeseses ) Yes []No
lf "No" treat as a Section 201.74, 201 75 or 201.77 plan or practice, 2» dpphmble. and complete the appropriate part of this form,

Pan VI — Job Perquisites

2. List all items furnished by the employer you consider to be perquisites as defined in Section 201,72 (d).
During 1971 and in the early part of 1972, the company paid for a financial

consulting service fo several corporate officers, at a total cost of 515,000,
This progsram was discontinued in 1972,

33. List all business expense reimbursement practices of the employer, including mnleage relmbursement, club dues payments, etc.

See exhibit D,

34__!1.:5 the employer made any changesinits practices as described in items 32 and 33 (e.g.. increasing mileage reimbursement,

adopting a tuition reimbursement program, issuing gasoline credit cards, etc.) since November 13, 1971? ,,,, [ Yes ] No
If 'Yes,’ describe, .

% Does employer intend to include the value of such changes in pay adjustment computations? ¢e s ssscsesssee K] Yos [:1 No

if "'Yes;’ d ibe,
o) descrivg sortion of the figure ia 32 was included in the P.B. ..

36. Should any items fumished as job perquisites be aDpO’tconed to wages and 5aiaries? eeesescecscevssessl ] Yes X No-
if *'Yes,’’ compute below and complete Part Vil.

Part Vil — Appropriate Emnloyee Unit (AEU) (Use additional pages if more than one AEU is invalved)

- 37. Amounts to be apportioned to this AEU were determined from items (circle applicable item numbers):

7.9, 11{e), 14(b), 21, 23(d). 26(c), 27 or 36.

A ~ 38, identify.the item(s) to be apportioned 10 the AEU and the amount.

SCé Exhibit E. .o

39. Descnbe the AEU against which amounts deemed increases in wages and salaries at(nbutable to euther stock options or
incentive compensation plans or-practices will be charged.

All salaried employees of this company are included in ‘a single unit,

40. If employer is incorporated, do corporate officers pamcupate iNthiSAEU? ¢ eeeeosveseccsoncccssecsss {X] Yes [INo_
£ No explam. .

-

4' Is the AEU the same as IhG (a) Incentlveplanorprac!lceunll? -o...oooo.o.ooo.o.o.oooooo......DYeS BNO
(blStockopnonplanumt? ..oooo-o.oo.ooo.ooooooo.oo-o.ooooooo-oo.oo-.ooo......ooo.Dycs E&NO

4 Prepare and attach a Form P8-3 for each AEU. Numoer of Forms PB-3 attached p» _tWO
-fcomments.attachadditional sheet and check here s s oo cevecccsosvsosvsscocrsssosssccssssssoccsocs 'I__:I

Part Vill - Signatures - NSy )
44, tnvesngazor 45, Date / -[a7. Date )
Z il %C(Q s )3 \({//‘/7’4/ (UGB 55073
Form S-82 (2- 73) Department of the Treasury - internal Ravenue Service
: L,
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