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Dear Senator Byrd: T e e s o

In your letter dated May 9, 1978, you reaested that we analyze the
budgetary lmpact of the settlement of haw York City's recent negotiations
with its labor unions.

On June 7 we furnished you a preliminary response vhich projected a
settlement with all unions, fOllO%qu the pattern of the transit workers
contract which had boen negotiated in Zpril. After the preparation of our
letter, a coalition of wun1c1oal unions, representing the majority of city
workers, negotiated their own contract.

Although the lakor gicture is still unPﬁtticd, in that the negotiated
contracts have not yet been ratified by the unions' wemberships and other
wnions are still negotiating, we neveriheless want to res pond to your |
letter at this time. We believe the contract negotiated by the coalition
will urdoubtedly form the pattern for 011 cther settlerents. Further, we
wish to bring to your attention two metters which concern us and wirich
have not been given widespresd attentﬂcu These involve the budgetery
impact of these contrects in future roricds and the restoration of give-
backs previously won by the city.

TERMS O AGREBMENT

On June 5, 1978, a tentative agresrent was reached between the city
ard a coslition of municipal waions representing wost of the city's work
forcu, except for police and firefighters. Thig contract was sub-

sequently reduced to writing on June 20, fithe agroement covers the city's
l9!9 end 1080 fiscol years (July 1, 1578 -~ June 30, 1980).

Tts major terms are as follows:
—~A percent wage InNCreasa (mjﬂjr“ﬂ $400) will be effective beginning

Octobvr 1, 19/8, ard arcther 4-percent increase (miniwun $460} will
be elfective Cctober 1, 1979,

—Cost of living increase I (COIA 1) is to continue to be paid to
vorkers in their pavehs=cks and included in their base salary for
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fringe benefit and pension computation purposes. All workers will

be paid COIA I at a rate of $441 peor annum. (While rost workers

were paid COLA T at this rate in the prior contract, some received it

in somewhat higher or lower amounts). COLA I will also be included in
employee's base salaries for the corputation of the gecond 4-percent
wage increase.

—Cost of living increase IT (CCLA I}, paid in the previous contract in
Junp suim awounts, adjusted for the consumer price irdex, will be
discontinuved. Its effective rate at the end of the prior contract was
$882 per annum. Replacing it will be a cash paywent of $750 per annum,
paid in the paychecks of emplovees at a rate of $28.76 biweekly. These
amounts will not be included in base pay for pension purposes. While
COLA II was to be offset by savings or revenues generated through worker
productivity, the cash payment will ke paid without consideration of
productivity.

i

—The reguirement for decumenting coffsetting productivity savings for COLA
I1 in the prior contract will be waived for the [ins} payment due under
that progrem ($567 por employee}.

—No edditional reductions in frince baneflits (or givebzcks) will take
place. :

City officials estimate the cost of the contract over the 2-year pericd as
applied to all municipal workers will be $1.083 billicn.

About $868 million of this amount represents added budget costs to the
city which will heve to be met by its owvn tax levy furds. The balance re-
presents emounts chargesble to Federal end State reimbursable programs as
well as additional pension costs the city will incur by virtue of this
settlement. Qur znalysis of the city's estimates shows them to be reason—
able. Enclosure I shows the city's estimate of cost by contract provision,

In addition to these costs, an arbitretion bosrd has recently decided
that the city is also lieble for apgroximetely another 5200 million rep-
resenting deferred wages to its employees. However, this will only be
payable if certain conditions related to the city's fiscal stability are
met. Purther, the bosrd ruled that these zmounts will not have to be
paid until after June 30, 198Z2.

£

Furthermore, the city mey incur edded costs if those unions nof ac-
cepting the coalition egrecmsnt (pclice and firefighters) receive a larger
sottlement, In that cese, uniformed enployees presently covered by the
coalition agreement could "reopen” thzir contrzct and demand greater bene—
fits as well. Bpproximately 15,000 workers have the right to excoercise
thigs "mwe too" clause. Cn July 18, 1978, a settlement was reached hetween
the police and the cily which is reportedly consictent with the coalition
aqreement. We have not yet reviewed this contract.
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FUNDING OF CONTRACT SETTLEMENT

the city's fiscal year 1979 executive budget indicates that $617 million
is available for lebor settlemrents znd other contirgencies. The sources

for that funding are as follows: T
(rillions) -
Arount already included $138
in d-year plan
Contribution by MN.¥. State 1060
Overestimate of pension cost
included in 4-yezr plan 71
"Surplus® in current year's budget—1978 170

Additional rovenues and underspending-—

197980 138
Total $617

Now that a setilement has besen rezched which will result in total budg—~
etary demands on the city of $868 million, the clty has indicated that the
added cost of $251 million will be funded as follows:

(rillions)
Additional “surplus" expected
in 197§ $ 46
Additional State aid 60
Additional savings end. city
actions—1975-80 145
Total $251

I

Elthough we have rot examined this incremental furding for the wage
settlement, we are concerned by the uncertainity of some elements in the
original $617 wmillion fundirg. In our letter to you of June 7, 1978, we
discussed these uncertainties and stated that we balieve it is unwise to
rely upon sare of these uncertain sources to fund a vage sottlenent.
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Use of the 1978 surplus as funding source

is not in accordance with

generally accepted accounting principles
G [N " o, e

You specifically asked that we look into the city's plan to utilize its
19786 “surplus” to fund this 1979-80 labor settlement and for our opinion as
to vhether this funding technigue was in eccordance with generally accepted e
accounting principles. 1/

The importance of your cuestion, of course, lies in the fact that the
city is fupctioning urder strict arnuel financial plans, and so, charging
the cost of this lebor settlement totally to 1979 end 1980 would increase
the deficit in those yeers and reguire the city to make offsetting budget
cuts. ©Cn the other hand, if the city cherued erproximetely $220 million
in expenses to 1978, that would sudbstentially ease the budgetary pressures
in 1979 and 1980 and coviate the need to make budget cuts to pay for this
wage settlement.

In our opinicn, the city's accounting ifreatment of the transaction is
rot in accordance with generally accepted sccounting princivles. The facts
of the situation, as we see them, are as follows. In early hApril 1978,
city officials indicated that they interded to wvse their 1378 underspending
or surplus to provide some Of the funding necessary to pay for the wage
settlement which was being negotiated. At the time, however, it was not
clear just what the surplus would bhe used for. The clity's Deputy Mayor for
Finance, had at one point, suggested the surplus might be used to pay for
deferred cost of living adjustments. Subsecuently, other city officials
suggested the surplus might be used to pay for bonuses. During the course
of all these discussions this issva hed become a public one and was belng
explored in the local press in articles like "NYC AND WNICKS STUDY USING
78 SURPLUS". 2/

In addition to these discucsions zbout vhat the so-called surplus would
ba used for, there ware also discussions about how to arrargs to vse it. '
Frem en accounting stendpoint this presented a problem. Some city officials
intially suggested brirging forward the surplus inte 1979 and using it as

a revenue in that vear. ‘'Ihig idea was guickly rejected by the Special
Deputy State Comptroller for New York Cily as not being in accordance with

- i '

. o F
1/ This surplus exists only urder special azcccunting criteria in State law.
According to gensrally accepted zccounting principles, no suwrplus exists;
in fact, a deficit resulted from 1878 operations and a very large curula-—
tive deficit exists from previous yesrs.

2/ Few York Tiwes, May S, 1978.
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generally accepted eccounting principles. His conclusion was based on the

fact that there was no true surplus, but one existed only after certain ad-
justments permitted by State law. In addition, the city has a large cumu~

lative deficit so thet, under generally accepted accounting principles, .
there were no avalllble funds to bring forward to 1979. We believe the T
Special Deputy Comptroller's conclusions are sound. T

Ultimetoly, this matter was resolved when the city and the unions
agreed that of the $1,530 cash payment {$750 x 2 years) $937.50 would be
considered to have been earned in 1978 end charged to that year. Subse-~
auently, this awount was charged to $1,000. If the payment was considered
earned by the employses in 1978, the zccounting problem would be solved
since the payment could then be properly accounted for as a 1973 expense.

City officials conferred with their certified public accountants end
prepared a representation letter which stated that $1,000 of the $1,500 in
cash payments had been carned by the emplovees in 1978 and that it was the
city's intention to expense the payments against fiscal year 1978. The
CPas stated that, bazed on the city's IPPLEC?HLaLlOWS as to when the Eay—
ments were earned, the proposed accounting in their opinion would be in
accordance with generally accepted accotnting principles.

Our view of this transaction differs from that of the city and its
CPAs. As sel forth in & stetement of the thoultlno rrlﬁc1pleo Eoard, a
basic feature of financial asccounting is that it erphasizes the economic
cubstance of evenlts rather than their form. In this case, the parties
publicly stated on severzl occasions their intention was to utilize the
1978 surplus thereby essing 1879 and 13380 budgetary pressures. They
stated that they would do so by scne appropriate accounting technique
vihich they had not yat decided upon.

Therefore wa believe the use o srplus and the relief of budgetary
pressure in 1979 erd 1960 was the objective of the parties and that 1s the
substance of the transaction. In ovr opinion, this camot be overlooked
in assessing the propristy of the accounting invelved. ILcooking towsrd the
substance of the transaction then, we cen cee no Justification for charging
it as a 1978 expense.

fi)
L
- L

Beyord the question of substance cver form, there is, 1n our opinion,
enother flaw in the Jjustificaticn for C”“VUng this as a 1978 expence. The
agreement recuires that for employess te be paid the full 51,0600 payment
they must continue to work for the city Gﬂrirg 1875 and part of 1980. This
requirement clearly suggests that the employees have not earned the $1,000
payment for services rerderod in 1978, erd therefore that expense should
not be charged to 1978.
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In arriving at our assessment of this frensaction we were guided in
part by SOTe particularly germane conments mede some years ago in an ac—
counting research study. 1/ vhile the study does not have the force of ac—
counting principles it is nevertheless part of the accounting profession's
bedy of knowledge. 'The authors said in part: R

v

"Unless accountents are forearmed, they could slip into
acceptance of accounting ‘principles’ which are not
independent expressions of the results of accounting
considerations but instead simply validate the policies
established in the field of collective bargaining."

On July 17, 1978, we provided this section of the letter to the city for
its review and comment. A copy of its comnents is included as Enclosure ITT.

The city strongly disagrees with our opinion that its accounting for the
costs of the labor settlement is not in accordance with generally accepted
accounting principles. The city contends that budgetary relief for fiscel
year 1979 and 1980 was only one of the eflfccts of the settlement and mot a
primery objective as we contend. '

The city's comeents contain information which susports its accomnting
treatment of the labtor settlement. According to the city, at meetirgs in
early April, representatives of the lMayor's office expressed the city's in—
tent to share part of the estimated statutory surplus with its epployees,
because the surplus was partially derived from increased employee produc—
tivity. The city states 1t was advised by its indeperdent auditorg that if
payment to employees was earned and related to services provided in fisca
year 1978, the cost of that piyment should be charged te 1978. The city
maintains that since this was its intent, negotiating this concept with the
unions was the problem it foced and not accounting for the transaction.

We recognize that payirent for services rendered in a given fiscal year
is an appropr late czpense of that year. We nonetheless continue to believe
that the size of the labor settlement coupled with the finsncial difficulties
faced by the city and its need to case budgetary pressures in fiscal years
1979 and 1880 were the motivaeting forces in arriving at the terms of the
labor settlement. While relieving an immediate fiscel problem, this strategy

1/ Bccounting Research Study 3 "A Tentative Set of Broad Acccunting Princi-—
ples For Business Enterprises", by kRobect T. Sprouse, Ph., D., and Maurice
Moonitz, Fh. D., CPA.
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compounds the financial pressures the city faces in the yzers beyond this
contract. BAs a result, we feel strongly that charging part of the wage
cottlement to fiscal year 1978, a year in which the city anticipates a

deficit under generally accepted accounting principles, not a surplus, - - r——
chscures the impact of the settlement and will distort the results of the .
city's financial operations in fiscel year 1979 and 1980. s

the overriding consideration from en accounting roint of view is that
under the terms of the labor agreement there is no lizbility for fiscal
year 1978. ‘he $1,0060 payment is, in effect, for services to be rendered
in fiscal year 1979 and pact of fiscel year 1880, subject to the condition
that the employee worked in fiscal year 1978. This arount was not earned
in fiscal year 1976, because emplovess who do not work in fiscal years
1979 and 1980 are not entitled to the payment.

BUDGETARY, IMPACT_ﬂEVCONTRAC? IN FUIURE PELRTICDS

Generally speaking, this le artlament has been presented as'a con-
cervative one. ‘There is one aspect of it, however, which has not been
ES Y )

X -
widely discussed and which may not ultlmately prove to be 50 conservative.

This contract way have a significant budgetary impact on the city after
June 1980 since the salary levels on whiich wage increases will be applied
will be sharply higher at the ernd ol the period than they were at the be-
ginning of this contrect {see EBnclesurs IT). ‘his difference between the
g0 called "going-in" and “goling-out" retes is significant when viewed in
terms of the next lebor negotiation. For example, in this contract the em-
ployees won two increases of 4 percent ach and these were viewad as
moderate. At the end of the contract period, however, the full 8§ percent
will be in effect, and combined with the $750 annual cash payment provided
for in the contrackt, this will give the ewployees a “"golng—out" rate which
may be as high as 16 percent more thaen the “"golng~in"” rate for the average
employee {$15,500 por year). This increased rate will wost 1likely became
the base for the next nsgotiation ard should have a budgetary impace not
readily spparent vhen one exsmines tho medest 4 percent increase in the
contract at hand.

I3t
<
=

Vie discussed this with city officials who sald there is no reason to
assume that the $750 annual cash payTent in this contrect will be included
in the going-out rates on wiich future increases will be based. ‘they main-
tain this will be o matter for nsgotiztion., In fact, they do not assume
the payment itself will be continued boyond 1980. fherefore, the finencial
plan for 1931 and 1582 pakes no provizion for paying the approximetely $160°
million this paymenl would cost in each of these 2 years. :




B-185522
GGE-257

Union representatives, on the othsr hand, tell us their position will
likely be that these amounts will be part of the base at which new nego- T
tiations will begin. N

In our opinicn, it is unrealistic to think otherwise.

RESTORATION OF GIVESACKS PREVICUSLY
WON BY THE CITY

One other asrect of this contract vhich has not been widely discussed,
but which may nevertheless be significent, relates to the guestion of give—-
backs previously won by the city.

Farly in the fiscal crisis the city negotiated a 524 million anmnual re—
duction in fringe benefits with its vnions. “This was part of the general
austerity program in the city and was ons of the city's budget cutting
actions. Urder this progrem the stertirg salaries of certain new eﬂp1oyees
were cut back 10 percent; vacetion allowances for new emplovees were ro—
duced from 20 to 15 days; check cashing privileges were cancelled; and
other fringes were elithsr cut back or cancelled.

Going into this current negotiation, city officials had anrounced that
they were demanding further reductions in employee fringe benefits, or give—
backs, renging from 570 to $16) million. As the negotiations progressed,
however, the c1ty softened its position on this matter and ultimately
achieved no givebacks. PBeyord that, the city alco conceded to return sove
of the givebacks previously negotiated.

The 10 percent >%art1nq salary recductions and the vacation reductions
were given back to the unions. We have not estimated the cost of the
- frimges returned, but city officials eures that the major concessions pre-
‘viously won from the unions have bsen returned.

As arranged with your office, we are sending copies of this report to the
Chairmen of the Stnate Committee on Eanking, FHousing and Urben Affairs and
the Chairmen of the House Subcomnittee on fcoromic Stabilization, Cosmittee
on Banking, Finance and Urban Affairs. Coples will alsc be available to other
lnteregted parties who recuest them.
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e would be hapoy to meet with you or sny of your staff members to
discuss these issues further. :

. —————

Corpiroller General
of tre United States



COST OF SETTLENENT BETHEEN

HEW YORK AMD TT1S

HUNTCIPAL UHIONS

Hage increase:
4% or $400 effective 10/1/78
4% or $400 effective 10/1/79
$750 annual cash payment
Equalizing COLA T at
$441 per annum for
all employees
Cost of wage settlement

Unbudgeted incremants and
COLA costs

Total City costs
Accrued pension cost

Costs chargable to
State and Federal programs

Total cost of contract seitlement

-all funds

FY
1978

wwwwwww Millions

$121

171

ENCLOSURE I

FY
1380

$158
126

164

530
54

84

$669

a  mr e e ww we

137

$1.088
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437 4414 44
652 725 250
750 750 750
17,973 75,5596 22,847
15,500 17,090 20,000
2,473 2,505 2,841
_16.0% 5.3 14,258
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Selected base salaries of NYC
empioyees at the end of the
current two year wage pact

Add: Increases to base salary
as & result of the new pact

4% Wage increase - FY 1979

4% Wage increase - FY 1880
Total "Going Qut" rate
Less: Beginning base salary

Tetal increase to base salary

as a result of the new two year pact

Percentage increase to base salary

tir

"GOING QUT" RATE COMPUTATION
EXCLUDING THE $750.0C CASH PAYMENT

$7,500 $10,000 $15,500
400 400 520
447 141 441
400 434 662
8,741 11,275 17,203
7,500 10,000 15,500
31,24] § 1,275 1,723
16.5% 12.8% 11.19%

$17,000 $20,000

580 800

441 447

725 850

18,806 22,001

17,000 20,000

$.846 § 7,091
10. 9 10.5%

$25,000




THE CiTY OF NEW YORK
L OFFICE OF THE MAYOR
PHILIP L. TOIA NEW YORK,N.%¥. 100G7
DEPUTY MAYOR FOR FINANCE

July 21, 1978

Mr. BEdward Hafferon

U.S. General Accounting Office
26. Fedaeral Plaza-

New York, NY 10007

Dear Mr. Hefferon:

We are responding to the draft of your comments to
Senator Byrd relating to "the use of the FY 1978 suvrplus
as a funding source” in the City's labor settlement. We
appreciate the opportunity to respond as it is a matter of
great concern and importance te the City.

The City strongly disagrees with the opinion that the
City's accounting for the costs of the labor settlement 1
not in accordance with generally acoepted accounting princi-
ples (GAAP). The key issue raised by the General Accounting
OfFice ("CAQ") is that the primary objective of the City
and the cocalition unions was to provide budget relief in
'Y 1979 and Y 1930. It ig the City's position that this
was only one of the effects of the settlement. The City
helleves that the economic substance of the City's labor
settlement is properly accounted Ffor and specifically that
the $1,000 non-pensionable cash payment ("cash payment”) is
2 proper FY 1978 charge. This accounting is based upon
appropriate facts and evidence to support the City's position.

.
5

Shortly after the concluglon of the labov negotiations
Cwith the Transit Workers, Cility officials mel with representa-
tives of the Fmergency ¥Financial Contyol Board, the Office
of +the &Special Deputy Comptroller, the Jity's independent
auditors, Peal, Marwick, Mitchell & Co., and othevs to-
discuss the pending coalition union labor negotiaticons,
At these moati in ecarly April representatives of the Mayor's
Office statad that, as part of the labor nagotiations, the
Ciity intendod Lo share part of its estimated statutory surplus
T8 oWt Lts enployvess bocouge the astimated statutory

5}
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gurplu' was partially derived from employee actions in providing
service levels at reduced costs, The City asked its independent
auditors what the proper accouniting treatment would be and they

responded that, if a payment to emplovees was earned and related
to services provided in FY 1972, the cost of that payment should
be charged to FY 1978. This was indeed the City's intention and
therefore the accounting was noit considered to be a problem early
on in these discussions. Rether the problem was negotiating this

concept with the unions as well as meeting other reguirements of
law. :

s

o ———y

The GAO claims that "some City officials” inquired about ~
bringing forward the surplus into Y 1979 at one of these T

meetings. This concept was rejected not only by the Special
Deputy Comptroller but also at the same time bhv representatives
of the Mayor's Office, the City Comptrollexr's Office and by
Pealt, Marwick, Mitchell & Company. DBuring all these meetings,
in the labor negotiations, and in public statements, the City
consistently indicated that it was committed to budgeting and
accounting for its operations in accordance with GAAP.

The City further articulated its negotiating position and
intentions in the Mayor's Budget Message, dated April 26, 1978.
In keeping with the policy for full and complete disclosure,
funds were shown as reserved in FY 1978 as part of the costs
of the labor settlement. This vresentation reaffirmed the
City's position that certain costs associated with a labor
settlement would hz earned and charvgeable in FY 1978.

The Coalition Econonic Agreement was executad on June 20,
1978 end under its terms, tha City and the coalition unions
agreed that "a cash payment shall be earned and paid to
qualifying enployees for services rondered during the City's
fiscal years ending June 30, 1878, ..." (emphasis added).
This contract language reore'ﬂhbed an important gain for the
City because it indicated thzai the coallition unions accepted

M‘, .‘.

gicoad

the concept of a paynment to employees for their services in pas
a precaeding year dependent voon the results of overations for L
that year. The payment did not become part of the employees' f
wage base nor was it included in determining an employee's
pension.

Perhaps the only section of the contract referred to
by the GAO as support for 1ts opinion relates to the condition .
that emp10yoas vho leave the awmploy of the City before they -

have received their full cash pavmeat will not receive the
unpaid amount. This singular relference ignores several
additional important contract provisions, however.
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For example, the agreement provides that emplovees entering
City service in FY 1979 were not entitled to any portion of
the FY 1978 cash payment. Ii{ should also bhe emphasized that -
salarxy levels of new employees have not besen increased to
conpensate for this cash payment,

In addition, not all FY 1978 employees received the
entire amount of the cash payment. The agreement clearly -—
stipulated that the amount of the cash payment would be
prorated for the length of sexvice an employvee worked in

O i

FY 1978. ¥For instance, an employee who has been empoloyed -

only for one guarter of Y 1978 would only earn and, therefore,
could not receive more than one-guarter of the cash payment.
Thus, the amount of the emplovee's cash payment is directly
related to the amount of service provided to the City in

FY 1978.

The agreement further provides that the cash payments
be paid over a period of months and not paild as a lump sum
as of June 30, 1978, for exomple., This provision was made
as a matter of sound fiscal management to r. duce the cash
needs of the City during a time when the City was seeking
financing assistance in both the private and public sectors.
Obviously, the effect of this agreement is to limit the
overall econonic cost of the settlement in each of the contract
years as well as for future years, Thie wvas done to establish
the principie thalt the cash payment is ¢ 1y availlable to the
extent that it is earned within a partic lar fiscal year and
Lo the extent that funds arce avallable, “he City has thus
incorporated into its labor contract a fiscally responsible
method of compensating its emplovees.

P
i e

. . - - - 3 e 3
These conditions and toyrms of the Coalition Economic -

Agreement are not unlike those of compensation plans of
private industry. For instance, under the concept of profit
sharing plang, the profit of an enterorise, which is

usually determined after the year is completed, is shared wit
the enplovees. Payment of the determined amount is usually
made in the following year to employees forxr their service

in the preceding yeax. The amnount paid to the omployees :
is treated as a charge to the period in which earned, i.e., &
in the vear to which services are related. This is the same
accounting treatment the City proposes to follow. Many major
publicly-owned corporations use this accounting treatment and
such treatment has been accepted by the Securities and Exchancg
Commission as well ag by the public accounting profession.

hl
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) -
The GAO implies that, regardlass of the forwm of the T ?:
tabor agreement, all costs should be charged to FY 1973 . e
and FY 1980. lowever, there is no legal or accounting
pasis of which the City is aware thal would reguire that
all the costs of this labor agreement be charged to FY 1979
and ‘FY 1980 irrespective of the terms of the agreement.
in addition, the GRO has not specified an alternative .
accounting nor the basis for its application. If cash ;
. pasis expenditure accounting for this payment were proposed, et
for instance, this would represent a return to some of the '
city's past practices which have been severely criticized I
in the SEC repoxrt, amongd others, and which the City would
- strongly resist.

we believe that we have responded to the issues raised
in the opinion expressed i:. your letter. puring the
discussions prior TO and during the labor negotiations,
the City Conptroller, the Special Deputy State Conptroller, -
veat, Marwick, Mitokell & Company, the Energency Financial
Control Board and others were aware of the issues and the
accounting principles sinvolved. They bave not taken exception
to the City's accounting for the costs of the labor settlement.
whe City reaffirms its position that its accounting for the costs
of the Coalition Feonomic Agreemant properly reflects the
~conomic substance of +he resulis of its labor negotiations.

/;ygry truly yours,

/f/ \ ﬁ) ) /ﬁf , _
philiy L. Tola

peputy Mayor for Finay *2

-

cc:  Martin Ives
Robert Happ




DEPARTMENT OF PERSONNEL

220 CHRURCH STRERT, NEW YORK, N. Y. 10013

THOMAS F. ROCHE
Citv Pevsonnel Divector

Telephone: 566 — 8707

Proposed Personnel Order No. 78/9 January 13, 1978

l A gt

TO: Edward 7. Koch. Mayor Lm &ﬁ@f @V&@ by Maybg

FROM: Thomas ¥. Roche
City Personnel DMirector

SUBJECT: Proposals for a New Pav Plan for Management Employees
and Changes in Fringe Benefits Affecting Management
Employees.

Pursuant to the powers vested in me in Section 813 (10) of the

New York City Charter, there is herewith presented for your consi-
deration #u proposal for a new Pay Plan and fringe benefits plan for
Management employees.

Various studies have been dome on the City's middle management.

A recent report of the task force on New York City's Management Com-
pensation to the Mayor's Management Advisory Board and the Fconomic
Development Counsel recommended salary increases for employees who
are currently covered by the Management and Executive Pay Plans as
well as a new pay structure and method for determining the amounts
of increases to be given to each manager. The new City Charter

also mandates the development ¢f the Management Service and one

of the intents of the Charter is that Managemant employees be ade-
gquately compensated.,

In its preliminary recommendations, the State Charter Revision
Commission for the City of New York cited the poor condition of
middle management in line agencies. They sald "There are many able
and dedicated managers in public service, but, in general, the
City's middle management cadre is widely acknowledged to be widely
unmotivated, ignored and illi-equipped’”. They went on to say that
"Mogt middle managers in the Gity have nothing going for them - not
even pay. They receive little tralning, they have no sense of
being part of manapement, and they receive little recognition.
Large numhers of supervisoxs and middle managers identify with the
rank and file - not top management - because they feel ignored by
the City administration'.

Managerial employees form the backbone of City government. They
are the ones that are immediately beneath the elected and appointed
lTayer of governwent and their maior role is transmitting the
policies of elected and appointed officials into action. Without
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their active support the Citv faces enormous difficulty in
making those changes which are necessary for the Cility to survive.

In order to take positive steps in developing a cadre of middle
managers who identify with top management rather than their subordi-
nates, we feel it is necessary for such managers to have their own
fringe benefits, separate and apart from theose of thelr subordinates.
For these reasona we are also submitting proposals for changes in
the fringe benefits structure,

These proposals are designed to give managers greater flexibility

and increased responsibility for their hours of work and leave allow-
ances, They have the concurrence of the Director of the Cffice of
Management and RBudget snd the Divector of the 0ffice of Municipal
Labor Relations.

it is recompended that you approve these proposals by the adoption
of the attached Orders.

ully Suhmi:;fd,
.
e S

'Thomas F. Roch
City Personnel Director




THE CGITY OF REW YORK
OFFICE OF THE MaAarYoORr
MEw YOorK N.Y 10007

PERSONNEL ORDER NO, 78/9 JANUARY 13, 1978

TO THE HEADS OF ALL AFFECTED CLTY DEFARTMENTS AND AGENCIES
Subject: Establishment of a Pay Plan, Regulations Governing Work

Schedules of Management Fmployees and Leave Regulatipns
for Management Employees

WHFREAS, the Managerial Pay Plan was established by Persomnel
Order No. 16/69 dated February 26. 1969: and

WHFREAS, the Executive Pay Plan was established by Personnel
Order No., 25/70 dated April 2, 1970; and :

WHERFAS, recent reports have indicated that these plans
are no longer sufficient to meet the needs of the City; and

WHEREAS, it is imperative that management employees be
treated as managers; and

WHEREAS, previous regulations governing overtime for employees
covered by the Managerial or Executive Pay Plans did not provide
for responsibility, or commensurate flexibility, appropriate to
managenent. emplovees; and

WHEREAS, the City Charter requires the establishment of a
managenent service; and

WHEREAS, the Mayor's Management Advisory Board and the
Economlic Development Council have suggested approval of the recommenda-
tions contained in the report of the Task Force on New York City's
Management Compensaf:ion;

NOW, THEREFORE, by virtue of the powers vested in me, there
is hereby established a new Pay Plan for Management Fmployees, new
Regulations Governing Work Schedules of Management Employees and new
Leave Regulations for Management Fmployees. The terms and conditions
of the Pay Plan and the regulations shall be as follows effective
January 1, 1978:



PAY PLAN FOR MANAGEMENT EMPLOYEES

I. PAY PLAN

The schedule for the Pay Plan for Management Employees shall be as
follows, effective January 1, 1978

Assrignment Level Minimum Maximum
L 24,000 30,000
iz 26,500 32,600
11T 29,500 35,700
v 33,000 " 39,300
v 36,500 42,700
VI 40,000 46,000
Assignment Level fFlar Hate
VIT 46,500
VIII 53,000
IX 54,000
X 57,500

II. APPLICABILITY

The Pay Plan for Management Fmployecs shall apply to all employees
presently covered by the current Msnagerial and Executive Pay Plans.
In addition, the Mayor may designate other high level positions for
which this pay plan shall he made applicable, providing such
positions have been declared ineligible for collective bargaining.

III. IMPLEMENTATION

1. The assignment level of each employee shall be that corresponding
to the employee's current grade in the Managerial or Executive
pay plans.

2. Employees at levels VII through X shall be paid the new salaries
of their respective assignment levels under the Pay Plan for
Management Employees.



3. For management employees at assignment levels I through VI, a
salary increase budget of 8 percent of the new assignment level
midpoint salaries shall be established in each department and
agency.

4. Adjustments for levels VII through X are not to be included in the
salary increase budget.

3. This budget shall be used by agency and department heads for
making salary adjustments in accordance with the following
priorities:

First priority - Management employees whose salaries fall below
the new minimum for thelr assignment level shall
be given increases so that their salaries are at
least at the minimum of the assignment level.

Second priority —-Remaining funds not used for first priority adjust-
ments are to be used to provide further salary
adjustments for employees.

a) There shall be an overall adjustment limit of 12% for any
one employee.

b). The salary of any employee may not exceed the new maximum of
the assignment level,

c) Until such time as a formal procedure for managerial performance
evaluation is implemented under the management service, agency
heads will be required to submit justification to the City Per-
sonnel Director for all second priority salary adjustments.
Nothing contained herein shall be construed as mandating any
second priority salary adjustment for emplovees whose
performance 1s deemed by agency heads not to warrant an

increase, '

d) The budget established by this section is intended only for use
in making salary adjustments for management employees. Allocation
of management positions and changes in assignment levels shall
be made in accordance with the same procedures that exist for
the Executive and Managerial Pay Plans.

NOTE: Al]l 1st and 2nd priority adjustments must
be made within the agency's 8 percent salary
increase budget,

Iv. ENTRY INTO THE PAY PLAN AND CHANGES IN ASSIGNMENT LEVEL

1, Entrance Into Management Pay Plan From Sub~Managerial:




VI,

Employees who are promoted from sub-managerial positions to
positions covered by this pay plan shall receive a salary
increase of $1.000 or the minimum of the new grade, whichever

is greater. Those sub-managerial employees whose salaries

are above the minimm of the new managerial grade level
‘assigned should receive an increase of $1,000. They may also
receive a further adjustment, the total not to exceed 12 percent
of their final non-managerial salary. Under no circumstances
can an employee's salary exceed the maximum of the grade

level assigned,

2. Adjustment of Salary Upon Assignment of Management Employees to
Highear Assignment Levels:

For levels I.through VI, employees who move to higher assigument
levels shall receive an assignment increase of at least one half

of the difference between the minimums of the old level and the

new level, or shall receive the minimum of the new level, whichever
is greater. The maximum assignment increase shall be 12% of the

old salary, except where advancement to the mipimum of the new level
would exceed 12 percent.

3. Reduction in Assigoment Level:

Employees whose assignment levels are reduced shall be paid salaries
chmmensurate with their new assignments. :

MAINTENANCE OF THE PAY PLAN

This pay plan is to be considered the first phase of a restrutturing of
the compensation plan for New York Citv's managers.

As a second phase, all management positions are to be reviewed and
evaluated. The results will then be used as the basis for a possible
restructuring of the pay plan if such a restructuring is required.

There shall be a raview of the (ity's compensation program for its'
managers at least every other year with resultant adiustments to be
made not more than once each vear,

NEW STANDARDS
A, (Outside Farned Income

Management Employees will not be permitted to expend time or
otherwise engage in any private emplovment, profession, business
or other activity from which compensation, direct or indirect,

ig derived except upon a specilic determination by the Department
of Investigation and the Board of Ethics that such activity will
net interfere or conflict with the prower and effective discharge
of their official duties.
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Outside Fiduciary Positions

Management employees will not be permitted to serve as Directors
or Officers of any corporation or institution except upon a
specific determination by the Department of Investigation and
the Board of Ethiecs that such activity will not interfere or
conflict with the proper and effective discharge of their
official duties.

Political Party Positions
Management employees will not be permitted to serve as officers

of any political party or peolitical organization, or serve as
members: of any political party committee including political

©* party district leader (however designated). This prohipition

‘is not-intended to deter political activity but only to bar

pfficial partisan responsibility. -

Management employees currently in City service and who do not
meet the above standards shall be given six months from the date
of this order to complete any actions necessary in order to
conform to the standards.

REGULATIONS GOVERNING WORK SCHEDUtES OF MANAGEMENT EMPLOYEES

APPLICABILITY

1.0 This.order éhail.apply to all émployees and officials whose

salaries are determined under the Managerial Pay Plan and/or the

" Executive Pay Plan or any pay plan which supersedes or replaces

these pay plans. It shall supersede Section 2 of Personnel Qrder

" No. 24/77.

. HOURS OF WORK

2.0 Management employees shall work whatever hours and days as

are reasonably required to carry out their responsibilities.

The regular work week shall be not less than 35 hours. Work
schedules shall be consistent with the needs of the agency,

and the manager shall be accountable to the agency head with
respect to the schedule maintained and the hours and days worked.

In establishing reasonable hours for a particular day on
which the manager is working, account may be taken of unusually
long hours worked in a previous period.

The manager shall maintain such records and authorizations
as shall be prescribed by the agency head in accordance with
procedures established by the Department of Personnel.



3. RECORD KEEPING

3.0 Employees covered by this order shall be required to keep weekly
time records,

3.1 Authorization for work schedules must be in writing and signed
by the agency head or his or her designee.

4, OVERTIME

4.0 There shall be no credit for time worked beyond the regular
work week by persons covered hereby or who are otherwise in the
management service of the City.

5. CHANGES TN STATUS

5.0 On assipnment, reassignment, appointment or promotion from a
sub~managerial position not subject to these regulations to a
position subject to these regulations, any overtime credits
which had been earned prior to such assignment, reassignment,
appointment or promotion shall be placed in a non-managerial
overtime bank. Such overtime bank may be used by the employee
as compensatory time in accordance with the provisions governing
use of overtime credits contained in Personnel Order No. 24/77.
However, any payment for unused overtime credits in the employee's
sub-managerial overtime bank upon separation or termination shall
be made at the rate of pay the employee was receiving prior
to assignment, reassignment, appointment or promotion to a position
subject to these regulations or the minimum rate of the
employee's former sub-managerial title at the time of the separation
from service, whichever is greater.

Upon termination or separation, lump=-sum payments for such time

and at the rate of pay indicated above, shall be in accordance with
and subject to any limitations contained in Personnel Order

78/3.

6. INTERPRETATION

6.0 The City Persomnel Director is suthorized to interpret these
regulations upon request of an agency head or interested employee.
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LEAVE REGULATIONS FOR MANAGEMENT EMPLOYEES

1. APPLICABILITY

1.0 These regulations shall apply to all emplovees and officials
whose salaries are determined under the Pavy Plan for Manage-
In addition, the Mayor may designate other
high level positions for which these regulations shall be
applicable, provided such positions have been declared inel-
igible for collective bargaining. .

ment Emplovees.

2. DEFINTTIONS

2.0 "Continuous Service" -~ For the purposes of these leave requlations
continwous service shall be defined as unbroken service except:

(1) where a break in service is 31‘calendar days or less, or

(2) where a former employee returns within one year to permanent
service in a competitive class positicn.either by appointment
under the reinstatement rules of the Personnel Director and/or

Civil Service Commission or by a
open-competitive list.

ppointment from an

Time spent on a preferred list shall be deemed continucus service,
and leave without pay shall not be considered a break in service.
However, time in non-pay status shall not be counted as part of
the years of service in determining annual leave accrual rate.

3. ANNUAL LFAVE ALLOWANCE

3.0 A conbined vacation, personal business and religious holiday leave
allowance shall be established which shall be known as "annual leave

allowance."

3.1 Annual leave allowance shall be credited to managerial employees who

work a regularly scheduled workweek as follows:

Years of Continuous
Service

At the beginning of the
15th year

At the beginning of the
Bth year

Prior to the beginning
of the 8th year

For new employees until
June 30, 1978

*After one full year at the monthly accrual rate.

Monthly Accrual Rate

2% days

2 days
plus one additional
day at the end of the
calendar year

1 2/3 days

1% days

Annual Leave Allowance*

27 workdays
(five weeks and two days)

25 workdays
(five weeks)

20 workdays
(four weeks)

15 workdays
{three weeks)



3.2

3.3

3.4

3.5

3.6

For the earning of annual leave cradits, the time recorded on the
payroll atr the full rate of pay, and the first six months of absence
while roceiving Workmen's Compensation payments shall be considered
as time "served" by the enploves.

In the calowlation of anmual leave credits, a full month's credit
shall be given to an ewmploves who has besn in full pay status for
at least 15 calendar days during that month, provided however,
that (a) where an employes has been absent without pay for an
acoumilated total of move than 30 calendar days in the vacation
year, tha enwlovee shall lose the anmuval leave credits earnable
in one month for each 30 days of suwh accumilated absence even
though in full pay status for at least 15 calendar days in each
month during this period; and (b) Lf an employee loses annual
leave credits 'mder this rule for several months in the vacation
year because the employes has been in full pay status for fewer
than 15 days in each month, but accumulates during said months a
total of 30 or more calendar days in full pay status, such employee
shall be credited with anmual leave credits earnable in one month
for each 30 days of such full pay status.

a. The mawimm accumilation of annual leave credit which can be
carried over from one calendar yvear to the next shall he the
foount that an employes can acorve in the two-vear period
prior to the end of the calendar vear,.

Preceding the end of the calendar vear it shall be the erployee's
responsibility to request permission to use annual leave in
order tn stay below the maximun accoumilation permitted., Any
leave which exceeds the maximun accumilated limits established
by this section shall be forfeited except under the conditions
describad below in part b. of this section.

b. In the event that the Mayor, an elected official of any department,
or any agency head -rders in weiting that an employee forego the
requested use of annuall  leave, that portion thereof shall be
carried over though the sarme exceeds the limits fixed in 3.3 a.
ahove, However, in no case may the accumilation exceed three
years accumalation. : '

The minimm mit of charge againgt anmual leave allowance shall be
one-half day.

Barned Anmual Ieave allowance shall be taken by the employees at the
time convendent to the department.. In exceptional and unusual
clroumstances, an agency head may permit use of annual leave
allowancees bafore it is earned, nob exceeding two weeks.,

Penalties for wmexcused tardiness may be imposed by the head of each
agency in comformence with established rules of the agency. As a
minimm, however, all unexcused tarvdiness both in the morning and
upon return from lunch shall be charged to the anmuval leave allowance,



4.0 SICK LEAVE ALLOWANCE

4.0

4".1'

4.2

4.3

cick leave allowance of one day per month of service shall be credited
to permanent employees, provisional employees and temporary enployees
who work a reqularly scheduled workweek and shall be used only for
personal illness of the. employee.

The mmber of sick leave allowance days permitted shall be unlimited.

Sick leave may be granted in the discretion of the agency head and

proof of disability must be provided by the employee satisfactory

to the agency head for all illness of more than three consecutive

workdays.

The pormal unit of charge against sick leave allowance shall-be

. one-half day, but sick leave approved by the agency head may be used

. in units of one hour. Credits cannot be earned for the periocd an

employee. is on leave of absence without pay. For the earning of

sick leave credits, the time recorded on the payroll at the full

* . rate of pay, and the first six months of absence while receiving

Workmen's Compensation payments shall be considered as time "served"

_ by the employee.

" In the calculation of sick leave credits, a full month's credit shall

be given to an employee who has been in full pay status for at least

.

15 calendar days during that month, provided, however, that (a) where

. an enployee has been absent without pay for an accumulated total of
_ more than 30 calendar days in the vacation year, he or she shall lose

- the. sick leave credits earnable in one month for each 30 days of such

4.4

accumilated absence even though in full pay status for at least 15

. calendar days in each month during this period, and (b) if an employee

loses sick leave credits under this rule for several months in the
vacation year because he or she has been in full pay status for fewer

. --than 15 days in each month, but accumilates during said months a total

of 30 or more calendar days in full pay status, the employee shall be
credited with the sick leave credits earnable in one month for each
30 days of such full pay status.

In the discretion of the agency head, employees, except provisional
and temporary employees, who have exhausted all earned sick leave and

annual leave balances due to persocnal illness may be permitted to use

wearned sick leave allowance up to the amount earnable in one year
of service, chargeable against future earned sick leave.
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4.5 In the discretion of the agency head, permanent employees may also be

4,6

granted sick leave with pay for three months after ten years of City
service, after all credits have been used. TIn special instances, sick
leave with pay may be further extended, with the approval of the agency
head. The agency head shall be guided in this matter by the nature and
extent of illness and the length and character of service.

Where an employee is hospitalized on annual leave, the period of such
verified hospitalization shall be charged to sick leave and not to annual
leave. Where an employee is seriously disabled but not hospitalized while
on annual leave and providing the smployee submits proof of such disability
satisfactory to the agency head, such leave time may be charged to sick
leave and not to annual leave at the employee's option.

TUMP SUM PAYMENT ON SEPARATTON

5.0 Upon termination or separation from employment, an enployee
covered by these requlations shall be given a lump sum
payment for unused accrued annual leave. Such lumpe sum
payment shall be for a maximum of 2 year accural of such leave
except as otherwise permitted in the vested benefits section
of these regqulations, and shall not be creditable for purposes
of computing compensation on retirement.

5.1 Upon termination or separation from emplovment,
an employee covered by these regulations shall
not be entitled to anvy lump sum or other nav-
ment on account of sick leave except as permitted
in the vested benefits section of these regulations.

3.2  Payments made under this section for unused annual leave
shall be nmade at the rate of pay at the time in which
such annual leave was earned. In using annual leave,
that which is earned last shall be used first either
as time or as pay. C
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OTHER AUTHORTIZED ABSENCES WITH PAY

6.0 Absence of permanent employees, provisional employees and temporary
employees for the reasons indicated below, shall be excusable in
the discretion of the agency head without charge to leave balances,

upon submittal of evidence satisfactory to the agency head:

a.

b.

Absence not to exceed four workdays in the case of death in the
immediate family. Immediate family shall be defined for this
purpose as spouse; natural, foster or step-parent, child, brother
or sister; father-in-law; mother-in-law; or any relative residing
in the household. When a death in an employee's immediate family
occurs while the employee is on annual leave, such time as is
excusable under this section shall not be charged to leave balances.

6.0 a. INTERPRETATIONS

A. Holidays or scheduled workdays off are not counted in
calculating the allowance for death in the immediate
family. On the other hand, if the maximum allowance
of four workdays is not needed, no balance remains to
the employee's credit.

B. For purposes of this section, time may be granted in the
event of the death of a relative-in-law who resides in
the household of the employee.

C. The four days should immediately follow the death.

D. If two deaths occur within the four-day absence, the new
four-day absence will run concurrently with the Ffirst.

For Jury Duty. Leave for jury duty shall be granted to the employee
provided that the employee remits to the City an amount equal to the
amount received for such jury duty, less any amount received as
reimbursement for travel expenses; provided, however, that in no case
may the employee be required to remit to the City an amount in excess
of the amount of the employee's salary for the period of such leave
with pay.

6.0 b. INTERPRETATIONS

A. This allowance includes time required when an employee is
called for examination as to qualifications for jury duty.

B. This subsection applies to jury duty in Federal, State,
County oourts and other jurisdictions as well as in City
courts.

C. If an employee is called for jury duty while on vacation,
the employee may keep the jury duty check but may not have
such vacation extended by the amount of vacation time spent
on jury duty.
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LEAVES OF ABSENCE WITHOUT PAY

7.0

=1

A combined confinement and infant care leave of absence shall be
granted to any permanent emplovee (male or female) who becomes

the parent of an infant child, up to three years of age, either

by birth or by adoption, for a period of up to 36 months. In the
case of a pregnant employee, such leave shall commence upon request
and reasonable notification by the employee of the intent to take
such leave. For other employees such leave shall conmence
immediately preceding the birth or adoption or upon request and
reasonable notification.

The provisions of Section 7.0 a. above shall be applied to
non-permanent enployees. During the period of such leave, the
agency head may terminate such non-permanent employment because
of business necessity or by the operation of law.

A permanent employee who is on leave of absence from a permanent
position and has a non-permanent appointment to another position
shall be granted concurrent leaves of absence from both positions
pursuant to Sections 7.0 a. and 7.0 b. The leave from the
non-permanent position may be terminated as provided in 7.0 b.
without affecting the leave from the permanent position.

Where a pregnant employee has an accrued sick leave and/or annual
leave balance, she shall be continued in pay status for a period
of time equal to her accrued sick leave balance plus her accrued
annual leave balance. Such time in pay status is included in and,
therefore, deducted from the 36-month confinement and infant care
leave.

Leave without pay under Section 7.0 is separate from leave under
Section 7.1. Grants of leave under Section 7.0 should not be
counted in calculating the maximm amount of leave permissible,
in the discretion of the agency head, under Section 7.1.

7.0 INTERPRETATIONS

A. Sick leave taken during pregnancy, prior to the granting of
the combined confinement and infant care leave, must be used
in accordance with the provisions of Section 4.2.

B. At the request of the employee, an agency head may, in his or
her discretion, allow return from confinement and child care
leave before the full leave time has elapsed.

C. Section 7.0 d. permits the use of only that amount of accrued
annual leave and accrued sick leave due the employee at the
comrencement: of the confinement and infant care leave. Upon
return from the leave of absence, the employee shall be credited
with the annual leave time and sick leave time earned while on
the paid annual leave and sick leave portion of the leawe.
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D. Ieave under this section must be used in one continuous
absence.

E. Employees granted leave under this Section or Section 7.1
should be required to give at least six weeks notification
to their agencies of their intent to return from such leave
on the scheduled date or to request a further axtension of
such leave.

7.1 lLeaves of absence without pay for reasons not covered in the foregoing
rules may be granted to permanent employees by the agency head not to
exceed one year. Extension of such leave may be granted by an agency
head not to exceed an additional period of one year. Further extensions
may be granted by an elected official, in an agency headed by such
official, or by the City Personnel Director for agencies headed by
appointed officials.

7.1 INTERPRETATTONS

A. ILeave without pay under this section is separate from leave under
Section 7.0. Grants of confinement and infant care leave made
under Section 7.0 should not be counted in calculating the
maximum amount of leave permissible under Section 7.1.

B. The two-year limit on leave without pay does not apply o an
employee who leaves an open~competitive position under these
regulations to take an exempt or non—competitive position.

C. A request for approval of extension of leave of absence without
pay must be executed in duplicate on Form DP-2011 by the agency
head and submitted, at least 30 days prior to the expiration
date of the present leave of absence, to the New York City
Department of Personnel, Deputy Personnel Director, 220 Church
Street, New York, New York 10013.

7.2 Agencies shall grant any leave of absence without pay, such as
military leave, required by law.

8. ABSENCE DUE TO INJURY TNCURRED IN THE PERFORMANCE OF OFFICIAL DUTTES

8.0 a. An employee physically disabled in the performance of official dutiesg
who has accrued sick and/or annual leave or has been advanced credits
in accordance with these requlations may elect one of the following,
in addition to the benefits to which the employee is entitled under
the Workmen's Compensation Law, such election to be made within the
first seven calendar days of absence by the employee or someone on
his or her behalf:

1. To receive the difference between the amount of his or her
weekly salary and the compensation rate, provided that:

(a) the injured employee or any authorized person acting on
behalf of such employee makes the request in writing, and



2,

(b) the injured employee or any authorized person acting on
behalf of such employee agrees that a pro-rated charge
be made against the sick leave and/or annual leave
balances equal to the number of working days of absence
less the number of working days represented by the
Workmen's Compensation payments, and

{c) the injured employee has the necessary accrued sick leave
and/or annual leave balance or has been advanced credits
in accordance with these regulations against which the
supplementary pay can be charged, and

(d) the injured employee was not guilty of willful gross
discbedience of safety rules or willful failure to use
a safety device, or was not under the influence of
alcohol or narcotics at the time of injury, or did not
willfully intend to bring about injury or death upon
himself or herself or another, and

{e) the injured employee undergoes such medical examinations
as are requested by the Workmen's Compensation Section
of the Law Department and the employing agency, and when
found fit for duty by said physicians, returns to

employment.

To receive Workmen's Compensation benefits in their entirety
with no charge against sick leave and/or annual leave.

During the period when an injured employee is receiving Workmen's
Compensation and the differential to bring the employee to full pay,
the employee will be carried on full-pay status and this time shall
be counted for retirement benefits,

C.

8.0 INTERPRETATIONS

Agencies should use election forms (DP-2002), which are
obtainable from the Stock Section (Room 433) of the Department
of Personnel.

The election of an option, as provided for in this section,
should be made within the first seven consecutive calendar
days following absence, in order that an employee, who so
elects, is assured of receiving full pay during the period
of Workmen's Compensation coverage. The agency head's
authority to grant leave with full pay, without charge to
leave balances pursuant to Section 8.1, does not extend
beyond the first seven consecutive calendar days following
absence.

Where an employee has been absent for an initial period of less
than a week and an extended subsequent absence may possibly result
from the same disability or condition, the employee must elect a
rate of charge (on Form DP-2002) within seven calendar days of the
first day of absence in order to receive full pay, even though the
employee has already returned to work.
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D.  An amploves who fails to elect a rate of charge within the
prescribed period shall be deened to have selected Option 2
and will receive the benefits of Workmen's Compensation only.

. Provisional and terporary incnmbents of Rule XI {(Career and
Salary Plan) positions, and permsnent employees reclassified
From Career and Salsry Plan titles to Rule X titles pursuant
to Resolution No. 63-130 adopted December 30, 1963 by the City
Civil Service Commission, are also covered under the Workmen's
Cormensation Law.

agenay head 18 arpowered to grent a leave of absence with pay for
firet week's absence of an employvee covered by Workmen's Compensation
is physically disabled in the performance of official duties.

Upon the determination of a heed of an agency that an employes has
boen physically disabled becawse of an assault arising out of and
in the course of amlovient, the acgency head will grant the injured
employee a leave of absence with pay not to exceed eighteen months.
No suctt lesve with pay shall be granted utless the Workmen's
Compensation Section of the Lew Department advises the agency head
in writing that the emplovee's injury has been accepted by the
Division as compensable wder the Workmen's Compensation Law, or,
if such injury is pot accepted by the Division as compensable under
spch law, wnless the YWorkren's Compensation Board determines that
stch indury is compensable under such law. IAn employvee who is
granted a leave of absence with pay pursuant to this Section, shall
receive the difference betwesn the enployee's weekly salary and the
compensation rate without charge against annual leave or sick leave.
The emplovee shall, as & condition of receiving benefits under this
Section, execute an assigmment of the procesds of any judoment or
settlement in any third-party sction arising from such injury, in
the amomt of the pay and medical disbursements received pursuant
to this Section, but NOT to excesd the amount of such proceeds.
Such assignment shall be in the form prescribed by the Corporation
Coamsel.  The injured snploves shall undergo such medical exaninations
as ave remuestaed by the Workmer's Compensation Section of the Law
Deparbwant and the emolicoying acency, and when found fit for duty by
the Workmen's Compensation Doasrd shall return to employment.
Penefits provided under this seotion shall be in addition o, buot
not concurrent with, benefits provided under Sections 8.0 and 8.1

» regqulations.

Tor employvees who do not come under the provisions of Section 8.2 a.
of these regulations but who are injured in the course of emplovrent,
upon the determination of an acency head that an employvee has been
physically disabled beosuse of an injury arising out of and in the
course of anployment, through no fault of the ewmployee, the agency
head will grant the injured employves an ewtended sick leave with

nay not 0 exceed thres nonths after all the emploves's sick leave
and anmal Jeave balances have bteen exhausted. This additional

leave must be taken lmrediately following the eshaustion of such balances.



9.

17 -

No such leave with pay shall be granted unless the Workmen's
Compensation Section of the Law Department advises the agency

head in writing that the employee's injury has been accepted

by the Division as compensable under the Workmen's Compensation
Law, or if such injury is not accepted by the Section as
compensable under such law, unless the Workmen's Compensation
Board determines that such injury is compensable under such law.

An employee who is granted extended sick leave with pay pursuant

to this section, shall receive the difference between the
enployee's weekly salary and the compensation rate for the period
of time granted. The employee shall, as a condition of receiving
benefits under this section, execute an assignment of the proceeds
of any judgment or settlement in any third-party action arising
from such injury, in the amount of the pay and medical disbursements
received pursuant to this section, but not to exceed the amount of
such proceeds. Such assignment shall be in the form prescribed by
the Corporation Counsel. fThe injured employee shall undergo such
medical examinations as are requested by the Workmen's Compensation
Division of the Law Department and the employing agency, and when -
found fit for duty by the Workmen's Conpensation Board shall return
to employment. Benefits provided under this section shall be in
addition to but not concurrent with benefits provided under Sections
8.0 and 8.1 of these requlations. The benefits provided by this
section shall not be provided or continued beyond the date on which
disability retirement benefits become effective.

8.2 INTERPRETATION

A. An "assignment" Form (DP-2010 cbtainable from the Department of
Personnel Stock Section, Room 433) must be executed in duplicate
by the injured employee and submitted to the employing agency.
The employing agency shall forward the duplicate copy to the
Workmen's Compensation Section of the Law Department, and
retain the original. -

MISCELIANFOUS PROVISIONS

9.0 The regular holidays* with pay shall be:

New Year's Day Columbus Day
Lincoln's Birthday Election Day
Washington's Birthday Veterans Day
Memorial Day Thanksgiving Day
Independence Day Christmas Day
Labor Day

where a holiday falls on a Saturday or Sunday, employees shall be
granted time off with pay on either the preceding Friday or the
succeeding Monday, at the discretion of the Mayor.

*Holidays are to be considered seven-hour days.
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Weekly time sheets shall be maintsined by the employee showing the
actual hours worked by each employee. These records shall be -
forwarded to the Persomnel Office of the agency who shall be
responsible for maintaining annual time scores.

Upon transfer of a permanent employee from one agency covered by these
regulations to another agency so covered, or appointment of any employee
to another agency so covered from an eligible list promulgated by the
City Civil Service Commission and/or the Personnel Director immediately
following continuous City service, all leave balances shall be
transferred with the employee.

Upon reinstatement of an employee to a permanent position, wnused sick
leave and vacation balances at the time of resignation or layoff, shall
be restored to the employee's credit.

The agency head is authorized to establish rules relating to leave not
inconsistent with these regulations, to meet the specific needs of the
agency.

The City Personnel Director is authorized to interpret these requlations
upon request Of an agency head or an interested employee or group of

employees.,

In an emergency, the City Personnel Director and the Director of the
Office of Management and Budget shall be jointly empowered to make
pro tempore rulings modifying or suspending the provisions of these
regulations subject to submission o the Mayor for approval within
60 davys.

VESTED BENEFITS

All ammual leave, sick leave, and compensatory time balances to the credit
of an employee covered by the Managerial or Executive Pay Plan as of the

day preceding the effective date of this order shall remain to the employee's
credit. Such balances may be used either in accordance with these leave
regulations or in accordance with the rogulations in effect on the day
preceding the effective date of this order.

Agency heads should encourage employees to liquidate annual leave and
compensatory time balances to the extent: that the demands of the operation
of the agency will permit.



11.

- 19 -

CHANGES IN STATUS

11.0 ILeave balances of sub managerial employees who are promoted,
appointed, assigned or reassigned to positions covered by these
requlations shall be treated in the following manner:

a. Annual leave shall remain to the enployee's credit aﬁd shall
be governed by the provisions of these regulations.

b.

Sick leave shall ke placed in a frozen Submanagerial Sick Leave
Barnk and shall be used for computation of Lump Sum Payment in
lieu of terminal leave upon separation in accordance with the
following conditions:

(1)

(2)

(3)

The enplovee must have more than 10 years of continucus
service,

Such leave shall be paid for at the rate of pay the
enmployee was earning prior to appointment, promotion,
assignment or reassignment to a position covered by these
requlations or the minumm rate of pay of the title held

by the employee immediately prior to appointment, promotion,
assignment or reassi¢gnment to a position covered by these
regulations, whichever is greater.

Employees in the title from which the employee was promoted,
appointed, assigned or reassigned still receive terminal
leave based on sick leave at the time of separation or
termination.

The City Personnel Director and all other officers or agencies of the
City having any jurisdiction over the matters provided in this Order are
hereby requested, pursuvant to the powers vested in them, to take the
steps necessary to effectuate the provisions of this Order.

Edward I. Roch, Mayor
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BXECUTIVE ORDER MO, 49

JANUARY 7, 1876

CONTROL OF OVERTIME AND PART-TIME HOURS
WHEREAS , the Citv of New York Is currently in a fiscal

crisis which mandates economies in every area of governmental
operations and cxoenditures; and

WHERLAS, the payment of cvertime Lo emplovees is an ex-
penditure which must be curtailed in order to achleve necessary
economies; and

WHEREAS , the amount of compensetion for overtime received

by many City employees in the vear prior to retirement is in-

cluded in the computation of thelr pansion henefits; and:

-
T

WHEREAS , situa
of overtime vaid to emplovees in thelyr final year of service
totally disproportionate to that roczived in prior vears, would
result in severely inflated onension costs to the Clity of New
York: and

WHTREAS , part-time emoplovees who are eligible to receilve

i

pension benefits upon retiremant tfrom service could, by working
an inordinate number of hours immediately prior ho retirement,

seriously inflate vension costs for the Cilty of New York: and

ilons could arise in whitch inordinate amounts




WHERMAS, it i necesgary anc decirable to control any
abuses which might arise in these arcas.

NOW, TIEREFORE, by the vower vested in me as Mayor of the
Clty of Few Yovk, it is herchv ordered as follows:

Saction 1. Fach agency head shall ke dircctly responsible

for assuring thet the alleocetion of overtime is controlled in

2
:

such a mannor as to achieve the most economy and eliminate the
possibility of abuse.

Section 2. Authorizatiors to vork overtime comoensable
in cash shall he evenly distributced within sach agency among all

i1

those emplovecs who can be callec uveoen toe perform the overtine

-
Lt
o
(O

work requircd. o authorization shell granted to an emolovee
to work overtime compcnsable in cash in excess of 5% of the base
salary receilved by the emwlcoyee during the preceding 12 month
period unliess such authorization is signed by the agency head or
deputy to whom the agency head has cranted authorization power.
Secticn 3. Monthly reports shall pe filed by each agency
head with the 0Ofifice of Manavewant «nd Budget, detalling the
distribution of authorized overvime cach month hyv individual
employee nane, social security number, title, dats of birth,
length of sorvice, current hase salazry and amount of overtimna
compansation recaeived during thoe orcceding 12 calendar months
grouped by bureau, institution or orogram within the agenov,
Such reports shall also set forth any and all special circum-

stances which made it necegsary to auvthorize cash overtime dur-

% limitation

(O3]

ing the month Lo any emplovee in excess of the

imposed by this Order. Requests ifor anproval of Certificates

puvms
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NOTES

Tndicates norx
Pavroll and =

6101 5,000 may not be required

6101 Services ~ Dl for $579,000 being prepared

for G.7. worked during July — Dec. 1975,

6101 & 61l02- Corrvociion - Ixpended .7, meonies are through 10/31/75
not L1/30/75. ;

6101 Frobation - Modifications ponding for ©.7. worked in period

Lo 11/30/75 are vending,

o

5101 Criminal Court figures ara t.nL. only.

6101

rt

nrts - generaliv S months behind in subnit

ing
or 0.7, workod.,

6101

Lo M e boeling processoedolor CL7. worked in paeriod
throucin 11/30/75:  $5400,000.

¢

note modified condition reduces budget as
by $2 million.

6102




FORMAT :
1. Introduction
2. Debt Service Fund
Budget Procedures
Independent Third Party
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Covered Organizations

7. Punding of Current Operating "Capital Expenses”

8. Miscellaneous Items
Each category should be set up as follows:

Introduction

Legislative Change




Introduction

The City of New York has determined that i£ is appro-
priate at this time to provide for the opportunity to issue'general
obligation bonds of The City with proper contractﬁal safeguards
designed to restore confidence in the'ability of The City to
meet on a timely basis debt service thereon while at the same
time preventing a situation of undue burden on the taxpavers of
The City, continuing to render services and to eliminate the need
for the continued existence of the Emergency Control Board, In
order to accomplish the foregoing, State legislation enacted pur—-
suant to Section 12 of Article VIII of the New York Constitution
together with a home rule message 1s reguired. Such_legislation
should be treated as comprehensive in scope and designed in order
that there be a public retail sale of such bonds. Such legislation
will provide by law the continuation of the acts taken to date in
order that The City can properly be credited in the financial
community. The following are categories to which legislation
should be addressed:

1. Establishment of Debt Service Fund.

Introduction: The City currently pays employees twice a
month whereas principal on bonds comes due once a year and interest
comes due twice a year. The establishment of a debt service fund
and the deposit therein of certain moneys on a monthly basis is
necessary in order that investors understand that debt service

is put on a par with other expenses of The City.



Legislative Change: The City would be required to establish
a debt service fund into which it will be required to deposit cer-
tain real estate tax receipts. The formula for determining the

amount for deposit will be determined as follows:

Total appropriation for debt service debt

service
Total appropriation for City ad valorem real property
tax levy less reserve for uncollected tax ' percentage .

All real property tax receipts should_be collected in the manner
as presently collected but in the account of the individual third
party who will deposit into the Debt Service Fund the portion of
each such payment equal to the debt service percentage. The remainder
of each real estate tax will be limited to the City for regular dis-
bursements.

In addition, in the event that during the year the City issues
any obligations which require payment of principal or interest during
the year and which was not in the origial debt service computation
than the percentage is increased.

The Debt Service Fund affects the segregation of real estate
taxes sufficient to pay debt service during the yeaf on bonds of the
City and may not be used for any other purpose. Howevex, in the
event that the City should seck protection of the bankruptcy court,
it is not an event for which the bondholders have a priority over
other creditors of the City.

It should be particularly noted that tihe debt service to be
deposited in the Debt Sexvice Fund relate to all bonds of the

City including all currently outstanding bonds.



BUDGET PROCEDURES

Introduction

The Legislation contemplates the establishment of certain
bﬁdgetary guidelines and formulae designed to assure that The City
budgets will be realistic and balanced. These formulae will impose
a %%%g;% on revenue estimate and a floor for expense eStimates,

If The City wishes to depart from these formulae, it must file a
certificate of justification with a third party. If the third party
finds the City's justification to be unreasonable, The City cannot
depart from the formulae in adopting and administering its budget.

The legislation will also mandate a "reserve fund" to be
funded from future expense budget appropriations. This fund will
be used to cover revenue shortfalls and overruns in uncontrollable
expenses, provided that the balance of the fund is restored through
a budgetary appropriation in the next year. |

Legislative Change

A. Revenue Estimate

The City could not exceed the following guidelines on
revenue estimates without filing a certificate of justification with
a third paerty:

| 1. Real Estate - Tax levy less reserve for uncollecfed

taxes. Reserve for uncollected taxes must be greater than

or equal to the tax levy multiplied by prior year delin-

guency rate.



L Pevawves -
2. Existing General Fund Zame=s by Major Tax Source

(Sales, Corporate income, Personnel income, stock
transfer, commercial rent, all other) - thé lesser Qf:

a. current fiscal year projection multiplied

by average growth rate over the last three

years; or

b. prior fiscal year actual multiplied by

growth rate squared.

3. Existing reimburseable aid by program -~ the amount

appropriated for the program multiplied by a reimbursement
rate. The reimbursement rate shall not exceed the per-

centage of expenses reimbursed under this program in the

’-pr;b.?"
Lagk vear.

4. Block 2id Grants (not driven by expenditures, for
example, revenue sharing) - amount collected in cash in

the current year, if all payments have been received at
the time of budget adoption, or in the prior year.
5. HNew aid programs -~ either:
a. signoff or doliar amount by the donar govern-
ment, or
b. program appropriation multiplied by the
reimbursement rate,provided the donor government
has approved the reimbursement rate.

6. HNew taxes or change in tax structure - will require

filing of a certificate of justification.



B. Expenditures
The City must fiie a certificate of justification with a
third party if it appropriates less than the following amounts:
1. Personnel service - 97% of current aﬁnualized
payrolls.
2. Pensions ~ the amount certified by'tﬁe City's
actuary.
3. Other fringe benefits - the greater of
a. current year's projectéd
b. prior year's actual
4. Debt service - the amount required to meet all
interest and amortization on existing debt outstanding plus:
a. short-term interest on seasonal borrowings
no less than the larger of:
i. current year's projected
ii. prior year's actual
b. interest on bonds to be issued no less than
interest on bonds issued during the current fiscal
year paid in the current fiscal year.
5. Public assistance - current caseload times the
prior year's average cost per case.
6. Medicaid_- the greater of:
a. current year's projection
b. prior year's actual
7. All other - the greater of:
a. current year's projection

b. prior year's actual



C. Reserve Fund . e il T TR

1. Appropriations - The City would be mandated to

appropriate 1% of all revenues excluding reiﬁburseable

aid to a reserve fund. Such appropriation shall continue
until the balance in the furd exceeds 5% of all revenues
excluding reimburseable aid. Such appropriations Shali be
paid to a third party who administers the fund.

2. Borrowing From the Fund - The third party shall

be directed to use the cash in the fund to purchase revenue
anticipation notes and tax anticipation noteé from The City.
provided that all such debt matures on or before June 30
of the fiscal year and at the close of the fiscal year no
portion of the fund is invested in City securities.

3. Withdrawals From the Fund - The City may withdraw

cash from the fund and appropriate such in its budget only
in the following cases:
a. revenue shortfalls
b. overruns in welfare, medicaid, debt service,
and other expenses mandated by law.

4. Restoration - The next vear's budget must contain

an appropriation for any amount withdrawn from the fund
in addition to the appropriation of 1% of revenues if

required.



P

The legislative change would require The Qity to include
in its budget revenues (other than the real estate tax) not in excess
of the following: |

(1) Miscellaneous revenues by categoriés such as sales tax,
personal income tax, not in excess of the amount in each sﬁﬁhrcate~
gory determined according to a formula.

(2) Operating surplus not in excess of the amount as of the
end of the last audited year.

(3} State or Federal aid by major categories and programs;
each such program being determined in accordance with a formala
' generélly applicable to all such programs; however, further discussion
may indicate that there should be a separate formula for programs for
which The City expends and is then reimbursed for capital projects
programs for programs such as aid to education and for specific pro-
ject grant programs. | |

In general, it is anticipated that the legislation would
provide that The City could reduce expenditures for discretionary
programs by an amount of approximately 3% ($120 Million) without
regard to the formula. Any further reduction of a specific item would
require the filing of a Justificatibn Document with the independent
third party. Consideration éhould be given as to whether or not the
3% reduction must be related to realistic cost savings such as attri-
tion. The Justification Document to be filed would include actions
taken which would form a basis for a reasonable expectation that

such reductions and expenditures could be accomplished. For example,



if a program such as fire training was to be eliminated, then the
personnel previously employed for such training would have to héve
been terminated.

With respect to revenues, the Act would preclude the
inclusion of a new source of revenue unless the following conditions
were met: The amount for revenues included in the budtet were equal
to the amount of a contingent reserve fund and a Justification Docu-
ment setting forth the basis for assuming the new source in the
budget which would be filed with the independent third party.

The difference between the total appropriations and the
total estimated revenues would be the amount to be raised by the

real estate taxes.

During the fiscal year, no emergency, supplemental_or increased
appropriations can be made except as a result éf a transfer or a new
source of revenue not anticipated at the time of the adoption of the
budget. The transfer could only occur if The City determined that
after such transfer the balance of the appropriation was sufficient
ﬁo fully fund the program. The new source of revenﬁe to be included
would have to be pursuant to a program in effect and available for

receipt in the year.



COVERED ORGANIZATIONS

Introduction

The Emergency Financial Control Board has the authority to
control the budgets of covered organization such as the Health
and Hospital Corporation and the Board of Education. When the
Emergency Financial Control.Board ceases to exist, it will be
necessary to have some analogous mechanisum to ensuie that
covered organizations do not overspend and thereby cause City

deficits.

Legiglative Change

Legislation should establish an 5fficia1 or board to succeed
to the powers of the Emergency Financial Control Board over the
covered organizations. The oversight body could consist of City
officials ox City and State officials.

It should be noted, however, that distinction should be examined
between the different faces of covered organizationé in that the City
presently has varying degrees of review and fiscal responsibilities.
In general, the budget in order to be perceived as realistic must
be balanced in a manner designed to preclude the City ffom being
faced in early spring with a substantial deficit in the covered
organization operations and accordingly threatened with a shutdown
of operations unless further appropriation be made by the City.

T+ is not realistic to believe that the City can simply shutdown
the schools and even if the hospital corporation fails, the indi-
gence will probably go to volunteer nospitalswith billings for

such services to the City.



Dud i

New Yorlk i

3

A "New" Money Avallable (878, 789, FE0Y 84004830 MM

or

. Budgeted for Increases in ¥79 and P8O @ 5180 MM

sty total (A4B) $580~660 MM

¢, pudgeted for Inereases in 1178 5138 MM

o

(A+B4+C)  $720-800 MM*

)

e B0 mi
ably WLALIN
S600 million
LNCT G 3 et

HE

‘s enplovess, and praesun-
wromonths.  Approximately
ﬁvai&able for any obthen

This could fund &

6% dnaos : wldaLJnU Late in ¢a1 1978 until June 1980.
Rowever, there would be no room left for any cost of living
allowance, such as form mere thaen one third of the TWU DAk
age. It is this differential which causes the present impassae
between the City and the Union Coalltion,

Cﬁ%f(*fk

o
"o
niti‘

sm.
3t

=Y
3
=2
3

ey bl

‘.'.'}

The only way to solve the impasse iz o devise a new mog
one i For example, the unlons might get a astraight 6
e LOCTesne However, instead ol a cm Loof living allowance,
they wouldd qo a good sharo o hald to two thirds) of any
uumgo“zfv surnius which the WO realize after cranking
the new wage gettlamnent into Lne fLLy" figures. In other
words, 1f Blgel turns out o bo right {whouuev for the right
o uhﬁ WIony roasons), and the City eands up $150 million
hothor In budgeh tex in Fiocal 1979 and fiscal 1980, the
vrnions 1 oget a ponus of $100 million in each of those
LWO Ve Under those clircumatencos, they would have done
pasentially as well as tho trarslt workers,

e

L2

:r'
Ui

HThe othor one Shivd of the budigoelaory surplus could e usoed
fior eoarly wahwan¢<n1 olf ﬁ%ﬁhoral]x*< varantaeed City honde
T ddeousned b i coogoern Altman at dunoh
Yy AL Aowould b owbremely helpfol L
STRRS 1n;'rJ1¢:1qJ<5 cowld Tnc‘ o togother. L thdnk tho
H&go]'“ statosmanshin {(ind Lhe Wyl aton-Digol axic

1 gal and hi ('\)l lTeacues would buy bhis approoci.

©oon nis stafld mon, and hoave roooived an

ENCOUN ,1(j ing :E'r~:1 honse, and porhaps we wmight try it on sigel
and soo how e roacls.

it
3.

Wt T f o 4 batre e agacedng o phoart A 00 il Liion adddtional,
poiunar iy bhoeatinie, Toiles D huy 0y, Tey ot economlon nnc
orher savings, bl ho wneos oo Gliowonce for needs othox
Hhan waces, which the City estinotoes ot being clogse Lo
S300 willlion.,  The rmmaininq 4100 million = plus dififerenca

ig Bigel's "Cash Avallable IV 1877", which the unions feel

iy dus them From the past, but which Peat Marwick says is
not.




