COLA UPDATE – November 2005
1.   Caraballo – Final Distribution:  As reported in previous COLA updates, it was questionable if there would be a second and final distribution of any remaining unclaimed trust monies.  One of the key issues remaining on the payment of expenses and final distribution to the class members concerned potential tax liabilities (plus interest and any penalties) of about $5 million which the trustee reported in his status reports to the court.   The trustee, in his fiduciary capacity, has the responsibility of filing proper and correct trust tax returns and paying trust taxes from the trust fund.  The trustee proposed to make a final distribution to the class members with the condition that the class members sign a tax indemnification clause which would essentially require the class members to indemnify the trustee and return the amounts of their final distribution checks to the trustee if a tax liability is determined in the future.  


The Oahu COLA Committee wrote to the court that if such tax liabilities were to arise, the tax liabilities is on the class trust and the payments should be made from the trust fund before any final distributions are made to the class.  However, this would mean that the remaining trust fund could be depleted and there would be no final distribution to the class members.   
In October 2005, the Oahu COLA Committee was invited to discuss this potential tax issue with the court judge and submit written comments to the judge for his consideration.   Basically, the committee argued that if the trustee has filed proper tax returns, as he claimed he did, there should be no need for the trustee to require class members to sign a tax indemnification clause to be included in the final distribution claim form.    A copy of our written comments was also provided to the trustee.  Subsequently, the trustee filed with the court that he would agree to remove the tax indemnification clauses and make the final distribution to the class members.  
The Oahu COLA Committee has not received any document from the court approving this latest report from the trustee.  However, by now, most of us have received in the mail, the claim form to be completed to receive the final distribution.   The tax indemnification clauses have been removed.  Class members should complete the claim forms and mail them back ASAP.  
 As stated in the Caraballo settlement terms, the claim form was sent out to only those class members who received the first checks for back pay COLA.  Please follow the instructions.   YOU MUST FILE YOUR CLAIM BY DECEMBER 21, 2005.  THERE WILL BE NO EXCEPTIONS TO THIS DEADLINE.  THE CLAIM FORM MUST BE NOTARIZED.

 The amount of the claim is about 1% to 2% of the amount of your first check.  There is no minimum payment amount.  You may opt out by not submitting the claim form.  
 If you received the first check but have not received this claim form by now due to a change of address, please write to the following: 
COLA Settlement Administrator





P.O. Box 4349





Portland, OR  97208-4349

Provide your name and current address with 1) some proof of having received the first check (e.g. copy of letter from the first distribution or copy of the check you might have xeroxed) and a copy of a current utility bill or government document with your name and current address on it.

2.   Pacific Area COLA Survey Results:  
As published in the Federal Register, the preliminary results yielded COLA rates for Hawaii and Guam as follows:

	
	Oahu
	Maui
	Kauai
	Hawaii
	Guam

	2004 Price Index

+ Non-price Factor

Total - Living Cost Index
	122.66 

   5.00

127.66

      =====
	127.35

   7.00

   134.35

   =====
	123.40

   7.00

130.40

=====
	111.85
   7.00
118.85
    ===== 
	117.87
   9.00
126.87
   =====

	
	
	
	
	
	

	New COLA Rate
	  25.00%
	25.00%
	25.00%
	19.00
	25.00


	Current COLA 
	25.00%
	23.75%
	23.25%
	16.50%


	25.00%
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Revised results for the Caribbean area and Alaska were also reported as follows:  
	
	Puerto Rico   
	Virgin Islands
	Anchorage 


	Fairbanks
	Juneau
	Rest of Alaska

	Price Index

+ Non-price factor

Total - Living Cost Index
	98.10

 7.00

105.10

  =====
	113.84

9.00

122.84

=====
	106.79

    7.00

113.79

     =====
	    106.61

    9.00

115.61

     =====
	109.03

    9.00

118.03

  =====   
	127.080

     9.00

136.00

  =====

	
	
	
	
	
	
	

	New COLA Rate


	5.00%
	23.00%
	     14.00%


	    16.00%
	 18.00%
	 25.00%

	Current COLA Rate


	11.5%
	22.5%
	     25.00%
	    25.00%
	25.00%
	 25.00%
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     The COLA rate for Hawaii Island will increase to 19%.  Maui and Kauai COLA rates will increase to the statutory maximum of 25%.  The Virgin Islands will increase to 23%.  
 COLA rates for Anchorage, Fairbanks and Juneau and for Puerto Rico will decrease by 1% per year until any subsequent COLA surveys result in higher COLA indexes.   
Full increases and the 1% per year decreases are projected to begin sometime in early 2006 after OPM completes review of the various comments received to the August 4, 2005  notice and publishes the final results in the Federal Register sometime in early 2006. 
3.  As settled in Caraballo, during intervening years, COLA indexes for the Caribbean, Alaska and Pacific COLA areas will be adjusted for CPI changes between Washington DC and Anchorage, Honolulu and San Juan, respectively.  

Guam, Oahu and Hawaii Island COLA rates could still decrease depending on the intervening year CPI adjustment which should occur sometime in 2006.   Most likely, the overall indexes for Rest of Alaska, Maui and Kauai are high enough so as not to be affected by the CPI adjustment.   
OPM will publish the results of any CPI adjustments to the COLA rates in the Federal Register.

4.  The second three-year survey cycle began this year in early 2005 in the Caribbean area, which survey has been completed.  Alaska will be surveyed in 2006 and the Pacific area in 2007.

Oahu COLA Committee

c/o Joyce Matsuo, President

1755 Mahani Loop

Honolulu, HI  96819
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