COLA UPDATE –October 2004
1.   Caraballo – Final Distribution – The settlement award was a fixed amount of over $200 million.  More than 95% of the class members responded and received their first distribution checks of back pay COLA.  The award amount also covered the administrative expenses of processing the back pay COLA checks and the expenses of the COLA Committees to work with OPM in implementing the new safe harbor principles in the initial three-year cycle of COLA surveys.      

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

Therefore, it is very unlikely that there will be a second check to class members.  
2.  COLA Surveys under the new COLA methodology:
 a.  Results of the Caribbean COLA Area survey completed in 2002:  
	
	Puerto Rico
	Virgin Islands

	1998 Price Index
	    105.93
	     116.33

	
	
	

	2002 Price Index 

+ Non-price factor

Total - Living Cost Index 
	      96.60
       7.00
103.60
     =====
	     112.44
          9.00
121.44
       =====

	
	
	

	New COLA Rate


	        4.00%
	       21.00%

	Current COLA Rate
	       11.50%
	       22.50%


(From Federal Register/Vol. 69, No. 26/Monday, February 9, 2004)

 b.  Results of the Alaska COLA Area survey completed in 2003:  
	
	Anchorage 
	Fairbanks
	Juneau
	Rest of Alaska

	1998 Price Index
	   105.65
	     109.19
	110.46
	131.58

	
	
	
	
	

	2003 Price Index
+ Non-price factor
Total - Living Cost Index
	   105.63
    7.00

112.63
     =====
	     106.26
    9.00

115.26
     =====
	109.34
    9.00

118.34
  =====   
	125.80
    9.00

134.80
     =====

	
	
	
	
	

	New COLA Rate

	     13.00%
	     15.00%
	 18.00%
	 25.00%

	Current COLA Rate

	     25.00%
	     25.00%
	25.00%
	 25.00%


        (From Federal Register/Vol. 69, No. 49/Friday, March 12, 2004)
 c. Preliminary Results of the Pacific COLA Area survey conducted in 2004:  

	
	Oahu
	Maui
	Kauai
	Hawaii
	Guam

	1998 Price Index
	     124.51
	    120.32
	117.19
	110.89
	125.23

	
	
	
	
	
	

	2004 Price Index

+ Non-price Factor

Total - Living Cost Index
	 117.38
   5.00

122.38

      =====
	122.38

   7.00

   129.38

   =====
	118.40

   7.00

125.40
=====
	108.09

   7.00
115.09

    ===== 
	113.21

   9.00
122.21
   =====

	
	
	
	
	
	

	New COLA Rate
	  22.00%
	25.00%
	25.00%
	15.00%
	22.00%


	Current COLA 
	25.00%
	23.75%
	23.25%
	16.50%

	25.00%


3.  In December 2004, the preliminary results of the Pacific COLA survey will be discussed with the COLA Advisory Committees for their input.  These committees are composed of employees in their respective COLA areas who assisted OPM in the surveys.   The results will then be published in the Federal Register for public comment.   After notice publication, projected about mid-summer 2005, COLA increases will occur for Maui and Kauai .  
4.  As settled in Caraballo, any decreases in COLA rates as a result of the initial 3-year survey cycle will be effective for all COLA areas at the end of the three-year survey cycle.  Further, decreases cannot exceed 1% per year.  Therefore, for COLA areas showing decreasing COLA rates, the 1% reductions are projected to begin in January 2006.  

5.  As settled in Caraballo, during intervening years, price 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.  

Hence, a COLA area’s rate will continue to decrease by 1% per year until its COLA rate reaches the higher of a survey rate or a CPI-adjusted rate.

6.  The next three-year survey cycle begins in 2005 in the Caribbean area.  Alaska will be surveyed in 2006 and the Pacific area in 2007.
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