COMPTROLLER GENFRAL OF THE UNITV:D STATES '
WASHINGYON, D.C. 20349 Baﬁg
,
B-177694 March 7, 1973

Captnin N, D, }bmw. FC

Headquarters Unitod States Army ’
Support Comwand, Hawaii (PROV)

AP0 San Franciaco 96558

Through Finance and Accounting Officer

Offico of the Conptroller of the Awmy

-DLﬁ'Oq'q?“

We refor to your letter of October 27, 1972, referance HCCR-F.PC,
forvarded to this Office from the Office of the Comptroller of the
Atmy under letter of December 19, 1972, refaeraenca _DACA-I'IS-FC, concern-
ing[Conputation of cost-of-living allocances~{conal.fo civilian
cnployces Qf fha. Departuend,of the Arny in Jlawaiil You have requested
our detoarmination of the proper wethod to be usced in computing the
hourly rates of basic pay and cost-of-living allowancos as the result
of a question raised by lr, Roland D. Libby, an Army civilian employee
stationed in laveii,

Daar Captain Morrow:

The file submitted indicates that duc to a reduction in force
Mr. Libby was reduced fron a CS-13 position and placed into o 6S-12
position, 'r wzs deeclared 1nuligiblc for salavy ratention rincu the
rvate of conyencation in his G6-12 position (GS-12, atep 10, $20,0627
per annum) was higher than that of hin previous position (GS-!S. ctep 4,
$20,612 per amua), In addition to hie basic pay, !r., Libby is aleo
entitled, undey the provieions of section 5951 of title 5, United
Sitates Code, end chapter 591 of the Tederal Varcornnel Manual concerning
allovances pay.ble in nonlorcign evees, to u cost-of-living allowence
of 15 percent of hia-basic pay. This allovance, calculatad on annusl
base pay, anounted to 3,091,800 per anmun in his grade 13 position and
amounts to 33,024,065 per anhwa in his present position, lHovever,
Hr, Libby contends that the wathod in use by the Finance end Accounting
Office (FAO) to calculate the hourly rate o) tie cost-of-1iving ollow-
ancu, and thus derive the biweckly rate, ic not in accordance with
Conptroller Gei oral instructions and results in his being undecpadd
the ellowance to,vaicn he ¢ entitled,

You state that based on a menorandun issued Ly this Offica,
B-50870, lLovenber 17, 1958, the following nethed ic used to caleculate
tourly and biveelly rates of pay and allovances:

"(1) Tle anrual basfc rete of pav i& dividged by
2000 o aerive un houtly rate of barie pay.,
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“(2) The aggregate gross pay (bagic pay plus
cost-of-living allowance) is divided by 2080 to
derive the hourly rate of aggrepgate gross pay.

"(3) The hourly rate of basic pay is then sub-
tracted from the hourly rate of eggregate gross
pay to deteraine the hourly rate of the cost-of-
living allowance. i

"(4) The hourly rates ave multiplied by 80 to
detemine the biweekly rates.' ,

It 1s Mr, Libhy's belief that the formuly used to derive the hourly
rates of basic pay and aggregate gross pay, i.0., dividing by 2080,
should also ba used to canpute the hourly rate of COLA and that, in
fect, this is the method required under B-SOE70, supra, Ile notes thet
the mathod usad by FAO has resulted in his hourly and biweekly COLA
decreasing despite the fact that his annual COLA increased comunensurate
with his salary increase,

The mathod curcently being used by v.ur office to compute the
hourly rates of basic pay ie in accordance with the method prescribed
by statute in 5 U,S8,C, 5504, That rection, though, addresses jtself
only to the computation of basic pay and there are no spucific statutory
guidelines for use in cemputing the hourly r-tes of the cost-of-living
allovance autliorized under 5 U,3,C. 5941, Our memorendum B-50870,
supra, in referring to the wethod of computing kourly vates of bace pay
by dividing by 2080, furthey instructed payroll units that tho snwe
method vas to be applied "in the computation of apgrepate compensation
paynents to officers and cuployees assigned to posts of duty outside
the United States who are authorized by lew to be paid additionel com-
pensation based upon a percentage of their basic compensation rates
(Emphasis supplied.)

It would appear that the method currontly bLeing used by FAO, divid-
ing the aggrepate gross pay hy 2080 to arrive at a figure from which the
liourly rate of COLA {s derived, is consistent with a vreasonable inter-
pretation of tho instructions contained in B 50670, Therefore, since
the FAO method has appavently been used consistently to determine the
hourly COLA rate cnd the difference between tae hourly rate derived
using that nethod and the rate vhich could Le derived using other
nethods 1s relatively insigaificent, we sce no legel objeertion to the
ucs of such uothod or to payments made thercunder, e recopnize tLhac
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this method of computation does elimingte one step of division and a
second ctep in the treatment of fractions, Hovever, there are other
mothods of couputing the hourly rata of the cost-of-living allovance,
One of such methods uced by many agencies is as follows: If ifr, Libby's
annual rate of cost-onf-living allowance be divided by 2000 the result
vould be an hourly rate of §1,487+, That rate would then ba increased
to $1,49 applying the ~ule of fractions as contained in 5 U,S5,C, 5504
with respect to basic compensation, that is, counting one-half and over
as a full cent &nd dropping any fraction of a cent less than one-half.,
The forver rule of counting all fractions of a cent as a whole cent to
which Hr, Libby refers has not been in effect since 1964, Sce section
103(c) of Public Law BB-426, approved August 14, 1964, The $§1,49
hourly rate is one cent higher than that resulting from your method of
conputation. We note that undoer your method of computation lir, Libby
vhen e was in grade GS-13, step 4, received the benefit of ¢ fractional
increase to one cent and vas paid the gross amount of $23,712 for 2080
hours, This amounted to $8.20 in cikcess of the annual basic rate
($20,€612) plus 15 percent thercof for COLA ($3,091,80) or $23,703,80,
Thus, it may be seen that in come cases the fraction rule results in a
slipht benefit to the employac wheveas in ancother the benefit would be
in favor of the United States,

Sincerecly yours,

vaul G. T :nbling

For tho Comptroller General

of the United States





