93p CoNGrEss HOUSE OF REPRESENTATIVES RerorT
1st Session No. 93-120

POSTAL SERVICE PAYMENTS TO RETIREMENT FUND

AprIL 11, 1978.—Committed to the Committee of the Whole House on the State
of the Union and ordered to be printed

Mr, Warne, from the Committee on Post Office and Civil Service,
submitted the following

REPORT

[To accompany H.R. 29]

The Committee on Post Office and Civil Service, to whom was re-
ferred the bill (H.R. 29) to provide for payments by the Postal Serv-
ice to the civil service retirement fund for increases in the unfunded
liability of the fund due to increases in benefits for Postal Service
cmployees, and for other purposes, having considered the same, report
favorably thereon with an amendment and recommend that the b111
as amended do pass.

AMENDMEXNT

The amendment is as follows:
Strike out all after the enacting clause and insert in lieu thereof the
following :

That section 8348(f) of title 5, United States Code, is amended by striking out
“fiscal year” and inserting in lieu thereof “first fiscal year after the fiscal year”.

Sec. 2. Section 8348 of title 5, United States Code, is further amended by
adding at the end thereof the following new subsection :

“(h) (1) Notwithstanding any other provision of law, the United States Postal
Service shall be liable for that portion of any estimated increase in the unfunded
liability of the Fund which is attributable to any benefits payable from the Fund
to active and retired Postal Service officers and employees, and to their survi-
vors, when such increase results from an employee-management agreement under
title 89, or any administrative action by the Postal Service taken pursuant to
law, which authorizes—

“(A) new or liberalized benefits payable from the Fund, including annmty
inecreases other than increases under section 8340 of this tlt]e

“(B) extension of the coverage of subchapter III of thls chapter; or

“(C) increases in pay on which benefits are computed.

“(2) The estimated increase in the unfunded liability, referred to in para-
graph (1) of this subsection, shall be determined by the Civil Service Com-
mission. The United States. Postal Service shall pay the amount so determined to
the Commission in thirty equal annual installments' with interest computed
at the rate used in the most recent valuation of the Civil Service Retirement
Bystem, with the first- payment thereof due at the end of the first fiscal year.after
the fiscal year in which an increase in pay or a new or llberahzvd beueﬁt be Ccomes
effective.”
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SEc. 3. (a) The last sentence of section 1005(d) of title 39, United States Code,
as in effect immediately before the date of enactment of this Act, is repealed.

(b) Section 1005(d) of title 39, United States Code, is amended by adding
at the end thereof the following new sentence : “The Postal Service shall pay into
the Civil Service Retirement and Disability Fund the amounts determined by the
Civil Service Commission under section 8348(h) (2) of title 5.”.

EXPLANATION OF AMENDMENT

The amendment proposed by the Committee to the text of the bill strikes out
all after the enacting clause iind inserts in lieu thereof a substitute text which ig
contained in italic type in the reported bill. The explanation of the provisions
of the substitute text is contained in the explanation of the bill set forth herein-
after in this report.

Purrose

The purpose of this legislation is to clearly establish the responsibil-
ity of the U.5. Postal Service to finance the increases in the unfunded
liability of the Civil Service Retirement and Disability Fund, caused
by administrative action of the Postal Service, as apart from increases
in unfunded liabilities which are incurred by act of Congress.

Styary

The legislation is prospective and requires the Postal Service to
finance. in thirty equal annual installments, any new unfunded
Civil Service Retirement Fund liability caused by a Postal Service
employec-management agreement or an administrative action which
authorizes pay increases or new retirement benefits for postal
employees.

Under this legislation the first payment of the thirty annual install-
ments would be made at the end of the first fiscal year following the
fiscal year in which the new benefit or pay increase is effective.

Also, this legislation permits the first pavment of the thirty annual
installments required by 5 U.S.C. 8348(f) to finance an unfunded
Civil Service Retirement Fund liability created by statute to be made
at the end of the fiscal year after the fiscal year in which the new
benefit is effective, rather than at the end of the fiscal year in which
the benefit becomes effective, as required under existing law.

In addition, this legislation repeals the requirement in 39 U.S. Code
1005 (d) which, in effect, results in a dual payment on the part of the
Postal Service for the cost of administration by the Civil Service
Commission of the retirement program for postal employees.

CommrTmie \cTIoN

H.R. 29 was ordered reported by the Full Committee by s voice
vote.
BACKGROUND

Section 103 of Public Law 91-93. approved October 20, 1969 (5
U.S.C. 8348(f) ). established the policy that any future increases in the
aunfunded liability of the Civil Service Retirement Fund resulting
from new retirement benefits or increases in pay on which retirement
Tbenefits arc computed shall be fully financed by appropriations in
«equal installments over 30-year periods.
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The underlying purpose of this funding mechanism is not only to
preclude further increases in the existing unfunded liability (%63.5
billion as of June 30, 1972), but to reflect a relatively accurate dis-
closure of currently accruing retirement costs. In effect, the Congress
thereby assumed the responsibility for financing the additional re-
tirement costs created by the enactment of retirement benefits or salary
increases over which it has legislative control. )

Since the enactment of Public Law 91-93, fiftecn separate laws. or
actions taken pursuant to law, have increased the uufunded liability |
by $14.8 billion for which annual appropriations of $842 million are
required to be made to the Retirement Fund. ‘

The Postal Reorganization Act of 1970, Public Law 91-375, contem-
plates that the United States Postal Service will be self-supporting
after a transitional period. The Act provides for the continued par-
ticipation of postal employees in the Civil Service Retirement System,
and requires the Postal Service to pay to the Retirement Fund, as a
matching employer contribution, amounts equal to contributions made
by employees. However, the Act contains no provision requiring the
Postal Service to be responsible for financing any increases in the un-
funded liability of the Retirement Fund which arise from liberalized
benefits, such as pay increases, granted by the Postal Service to postal
employees.

Since the enactment of the Postal Reorganization Act of 1970, sev-
eral pay increases have been granted by the Postal Service to postal
cmployees. As a result of these pay increases, the unfunded liability
of the Civil Service Retirement Fund was increased by $1,017 million
as of June 30, 1972, and will be increased by an additional $677.8 mil-
lion as of June 30, 1973.

The liability of $1,017 million would normally be financed under
existing law 1n 30 equal annual appropriations of $62.991 million,
with the first installment due on June 30, 1972. The liability of $677.8
million would be financed in 30 equal annual appropriations of $41.994
million, with the first installment due on June 30, 1973.

The Civil Service Commission requested appropriations for fiscal
vears 1972 and 1973 to cover the annual installment payments neces-
sary to amortize the unfunded liability created by the postal pay in-
creases. However, the Subcommittee on Treasury-Postal Service and
General Government of the House of Committee on Appropriations
denied the Civil Service Commission’s request on the basis that the
liability of the Postal Service for such retirement costs has not been
clearly established.

Subsequent to the action of the Appropriations Subcommittee, the
Comptroller General rendered a decision to the Chairman of that Sub-
committee, in which he expressed the view that—

The unfunded liability created in the Civil Service Retire-
ment Fund by wage increases effected under the Postal Serv-
ice is properly for financing from the General Fund of the
Treasury in accordance with the provisions of 5 U.S.C.
8348(f).

STATEMENT

This legislation will resolve the question of who is to be responsible
for increases in the unfunded liability of the Civil Service Retirement
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Fund which are attributable to new retirement benefits or pay in-
creases granted to postal employees. . i i

Under the provisions of H.R. 29, the Postal Service will be required
to make payments for that portion of any future increase in the un-
funded liability of the Civil Service Retirement Fund which results
from an employee-management agreement under title 39, United
States Code, or any administrative action taken by the Postal Service
pursuant to law, which authorizes (1) new or liberalized benefits pay-
able from the Fund (other than cost-of-living annuity increases), (2)
extension of the coverage of the retirement law, or (3) increases in pay
on which benefits are computed. H.R. 29 will not require the Postal
Service to pay for the costs incident to new benefits granted by stat-
ute, but applies only to benefits granted by administrative action.

The payments, in amounts determined by the Civil Service Com-
mission, would be made in 30 equal annual installments with interest,
with the first payment due at the end of the first fiscal year following
the fiscal year in which an increase in retirement benefits or pay be-
comes effective. Thus, the unfunded liability created by pay or retire-
ment benefits for postal employees will be financed in substantially the
same manner as increases in the unfunded liability are financed under
5 U.S.C. 8348(f), except that the portion attributable to increases in
retirement or pay benefits for postal employees will be paid by the
Postal Service rather than through direct appropriations.

The situation with respect to the Postal S%mce is quite unique and
results from passage of the Postal Reorganization Act. The Congress
now has no control—no oversight whatsoever—with respect to the pay
machinery in the Postal Service. Since each future Fay raise, negoti-
ated or otherwise granted to employees in the Postal Service, will re-
sult in a specific unfunded liability and a new financial drain on the
Retirement Fund, the cost of this liability should properly and equi-
tably be borne by the Postal Service.

It is important to note, however. that contrary to a similar legisla-
tive proposal submitted by the Civil Service Commission, the pro-
visions of H.R. 29 would operate prospectively only and, therefore,
would not require the Postal Service to finance the increases in the un-
funded liability of the Retirement Fund which were caused by the
pay increases granted to postal employees prior to the date of enact-
ment of this legislation. The effect of these prior pay increases on the
unfunded liability of the Retirement Fund was discussed above. The
annual payments necessary to amortize such unfunded liability which
ordinarily would have been due for fiscal years 1972 (262.991 million)
and 1973 ($104.985 million), and the annual payment due for fiscal
year 1974 ($104.985 million), together with the interest on such un-
paid amounts ($11.706 million) will not be the responsibility of the
Postal Service under this legislation.

However, it is the view of this Committee that in order to maintain
the integrity of the Civil Service Retirement Fund, the total amount
of the annual payments due for fiscal years 1972, 1973 and 1974
($284.667 million). and the remaining annual payments which will
be due as a result of the prior postal pay increases, should be financed
from the General Fund of the Treasury in accordance with the pro-
visions of # U.8.C". 8343(f). The above recommendation is consistent
with the views expressed by Chairman Dulski in a letter dated April
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10, 1972, addressed to the Honorable Tom Steed. Chairman of the
Subcommittee on Treasury-Postal Service and General Government.
Also, as noted above, the Comptroller General has ruled that such
payments from the General Fund of the Treasury would be proper
under the existing provisions of law.

SecTioNn ANALYSIS

The first section of the bill amends seetion 8348 (1) of title 5. United
States Code, by striking out the words “fiscal year” and inserting in
lieu thereof the words *'first fiscal year after the fiscal year™.

Tnder existing law, any unfunded liability that is created by statute
is financed by 80 equal annual installments. The first of such install-
ments is due at the end of the fiscal year in which the new or liberalized
benefit, extension of coverage. or increase in pay is cffective. In most
cases, the necessary computations cannot be made until after the end
of the fiscal year. thereby resulting in the nced to request a supple-
mental appropriation.

The etfect of this amendment is to require the first installment pay-
ment to be made at the end of the first fiscal year following the fiscal
vear in which the new benefits or pay increases are effective. A similar
method of payment is prescribed for the Postal Service under section
2 of the bill discussed below. ‘

Section 2 of the bill amends section 8348 of title 5, United States
Code, by adding a new subsection (h) at the end thereof. Paragraph
(1) of the new subsection (h) provides that the United States Postal
Service shall be liable for that portion of any estimuted increase in
the unfunded liability of the Civil Service Retirement Fund which
is attributable to any benefits payable to active and retired postal
employees, and to their survivors, when such increase results from
an employee-management agreement under title 39, United States
Code, or any administrative action taken by the Postal Service pur-
suant to law which authorizes—

(1) new or liberalized benefits payable from the Retirement
Fund. including annuity increases, other than cost-of-living
annuity increases under section 8340 of title 5;

(2) extension of the coverage of subchapter III of chapter
83 oftitle 5;or

(3) increases in pay on which retirement benefits are com-
puted.

Under this provision. the Postal Service will be liable only for
those estimated increases in the unfunded liability of the Retirement
Fund which result from employee-management agieenents or admin-
istrative action taken by the Postal Service. The Postal Service will
not be liable for that portion of any increase in the unfunded liability
attributable to its employees which results from new or liberalized
retirement benefits provided directly by amendment of chapter 83 of
title 5, and applicable generally to all persons covered by the Civil
Service Retirement Svstem. Such increases will be financed under the
provisions of 5 U.S.C. 8348(f).

Paragraph (2) of the new subsection (h) requires the Civil Service
Commission to determine the amount of any estimated increase in the
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unfunded liability of the Retirement Fund for which the Postal Sery-
ice shall be liable pursuant to the provisions of paragraph (1) of sub-
section (h). The amount determined by the Commission will be paid
by the Postal Service to the Commission in thirty equal annual install-
menis with interest computed at the rate used in the most recent valu-
ation of the Civil Service Retirement System. The first payment of
any such thirty annual installments will be due at the end of the first
fiscal year following the fiscal year in which a pay increase or a new
or hiberalized retirement benefit becomes effective. ]

Under this legislation, the Postal Scrvice is not liable for any in-
creases in the unfunded liability caused by pay inereases which be-
came effective prior to the date of enactment of this Act. )

Section 3(a) of the bill repeals the existing last sentence of section
1005(d) of title 39, which now requires the Postal Service to pay to
the Civil Service Commission the cost related to the administration
of the retirement program for postal employees. The Civil Service
Commission has advised the Committee that this payment by the
Postal Service actually results in a dual payment of administration
costs, since the current practice is to include such administration costs
as a part of the “normal cost” of the Retirement System. The “normal
cost” of the system is covered by the contributions made by each agency
and employee to the Retirement Fund.

Section 3 (b) of the bill is a technical amendment to section 1005 (d)
of title 39, United States Code, as enacted by the Postal Reorganiza-
tion Act. The purpose of this amendment is to remove any doubt that
the Postal Service is obligated to make the installment payments under
the amendment made section 2 of the bill.

EstiMatep Cost

Since the Postal Service will be liable only for increases in the
unfunded liability which result from retirement benefits or pay in-
creases granted by administrative action after the effective date of the
Act, no costs will be incurred by reason of the cnactment of this legis-
lation. Costs will be incurred only when administrative action is taken
after enactment. However, it may be of interest to note that each 1 per-
cent increase in pay for postal emploxyees creates an unfunded liahlity
of approximately $130 million, which would be amortized by 30 annual
payments of approximately $8 million. ’

Acuxey Reronrs

By letter dated Mareh 28, 1973, the Chairman of the Civil Serviee
Commission xubmitted an official recommendation for legislation con-
faining provisions substantially similar to the provisions of H.RR. 29.
The one major difference between the two legislative proposals is that
the Commission’s recommended legislation would have been retroac-
tive to May 1, 1971,

The views of the Tostal Service on ILR. 29 ave set forth in a letter
dated Mareh 27,1973, from Mr, Louis .\, Cox. General Counsel of the
Postal Service.

By letter dated August 4, 1972, the Comptroller General of the
Tlnitedd States furnished the Committee his views on H.R. 10484, a
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bill which was considered by the Committee during the 92d Congress
and is similar to IT.R. 29. The three reports are set forth below.

U.% CI]\'IL SERV}()JE CoMMISSION,
ington, D.C., M .
Hon, Czn, Asusn, ashington, D.C., March 28,1973

Speaker of the House of Representatives,
Washington, D.C.

Drar Mr. Speaxer: The Commisison submits for the consideration
of the Con'gres.s, and recommends prompt favorable action on, the at-
tached legislative proposal which will provide for payments by the
United States Postal Service to the Civil Service Retirement and Dis-
ability Fund for increases in the unfunded liability of the Fund due
to increases in benefits for Postal Service employees.

Public Law 91-93, approved October 20, 1969, was landmark legis-
lation in that it established sound financing of the Civil Service Retire-
ment System. It did so by amending 5 U.S.C. 8334(a) and 8348 to
provide for:

(1) increased employee deductions and agency contributions at
rates which approximately covered “normal cost”;

(2) appropriations from the Treasury of the United States to the
Civil Service Retirement and Disability Fund to amortize in 30 equal
annual installments increses in the Fund’s unfunded liability caused
by any new laws which authorize :

(a) new or liberalized retirement benefits, including annuity
increases other than cost-of-living increases under 5 U.S.C. 8340,

(b) extension of retirement coverage to new groups of em-
ployees, or )

(¢) increases in pay on which retirement benefits are computed ;
and

(8) transfer at the end of each fiscal year to the Civil Service Re-
tirement and Disability Fund, as a Government contribution, out of
any money in the Treasury of the United States not otherwise appro-
priated, amounts equivalent to:

(a) interest on unfunded liability attributable to prior laws,
and
(b) benefits based on military service.

Tn order to soften the budgetary impact of the transfer of funds de-
scribed in item three (3) above. the following percentages of such
amounts were required to be transferred each fiscal year: 10 percent
for 1971 20 percent for 1972 ; 30 percent for 1973 40 percent for 1974;
and continuing to increase by 10 percent each year until 100 percent of
such amounts must be transferred for fiscal year 1980 and for each
fiscal vear thereafter.

Publie Law 91-375. approved August 12, 1970, known as the Postal
Reorganization Act. revised and reenacted title 39 of the United States
Code to provide for the establishment of the independent United
States Postal Service. A basic concept of the Postal Reorganization
Act was that the United States Postal Service was to eventually be-
come self-supporting. However, following its enactment. a question
was raised as to whether the Postal Service or the Treasury of the
United States was to bear the cost of increases in the unfunded liabil-
ity of the Civil Service Retirement and Disability Fund created as a
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result of the negotiated agreements between the Postal Service and the
Postal Unions for increased pay and retirement benefits. The purpose
of the attached legislative proposal is to resolve this question in a man-
ner which is consistent with both the self-supporting concept on which
the United States Postal Service was established and the sound financ-
ing concept on which the Civil Service Retirement System is currently
based.

This proposed draft legislation would require the independent
United States Postal Scrvice to make payments for that portion of
a future increase in the unfunded liability of the Civil Service Retire-
ment and Disability Fund attributable to it which results from an
employce-management agreement under title 39. United States Code,
or any administrative action taken pursuant to law. which authorizes:
(1) new or liberalized bencfits pavable from the retirement fund
(other than cost-of-living annuity increases), (2) extension of the
coverage of the retirement law, or (3) increases in pay on which ben-
efits are computed. These payments, in amounts determined by the
Civil Service Commission, would be made in 30 equal annual instali-
ments. with the first pavment due at the end of the fiscal year after
the one in which an increase in retirement or pav benefits is effective.
In short, amortization of the inerease in the nnfunded liability of the
Civil Service Retirement and Disability Fund would continue as now,
except that the portion attributable to an increase in retirement or pay
benefits in the United States Postal Service would be paid by the
Postal Serviee, rather than through direct appropriations.

Until the future benefits described in the draft bill are set by em-
ployce-management agreement or by administrative action taken pur-
snant to law, their cost. of course, cannot be determined. However.
certain nay increases have already been agreed to by the United States
Postal Service and jts employees. As a result of these pay increases.
the unfunded liability of the Civil Service Retirement and Disability
Fund was increased by $1,017 million as of June 30. 1972, and will be
increased by an additional $677.8 million as of June 30. 1973. The
liability of $1.017 million would normally be financed under present
law in 30 equal annnal appropriations of $62.991 million. with the
first installment being due June 30, 1972: the liability of %677.8 mil-
lion would normally be financed in 30 eqnal annual appropriations
of $41.994 million, with the first installment being dne June 30, 1973.
The 92nd Congress, however. deleted these appropriations from the
Commission’s apprepriations for fiseal vears 1972 and 1973, pending
action on a bill identical to the enrrent proposal in the 92nd Con-
gress—H.R. 10484, which failed of enactment. The 1974 Budget pro-
poses that the appropriation to the Civil Service Retirement and
Disability Fund for FY 1974 include these FY 1972 and FY 1978
installment. payments to be made available to the Fnund from the
Postal Service Fund. The aggregate amonnt for this FY 1974 pay-
ment from the Postal Scrviee. including interest for delaved pay-
ment, is $254.667.000, The Commission strongly supports this appro-
priation request as wholly consistent with ‘the purposes of the
proposed clarifyving draft legislation.

If this proposal is enacted in fiscal year 1973, but made effective on
May 1. 1971, the United States Postal Service would be required to
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finance the $1,017 million liability in 30 equal annual payments of
$66.141 million each, with the first installment being due June 30,
1973 the $677.8 million liability would be financed in 30 equal annual
payments of $44.092 million each, with the first installment being due
June 30, 1974, The annual installments required to amortize the in-
crease in unfunded liability under the proposed legislation are slightly
larger than under the present law because the first installment is due
not at the end of the fiscal year in which the increase in unfunded
liability occurred, but at the end of the first fiscal year after the fiscal
year in which the increase occurred.

The Office of Management and Budget advises that there would be
no objection from the standpoint of the Administration’s pregram to
the submission of this proposal, as enactment of the proposed bill
would be in accord with the program of the President.

By direction of the Commission:

Sincerely, yours,
Roserr HamproN,
Chairman.

U.S. PosTAL SERVICE,
Law DEPARTMENT,
Washington, D.C., March 27, 1973.
Hon. Teappets J. Duwsxi,
Chairman, Committee on Post Office and ('ivil Service, House of Rep-
resentatives, Washington, D.('.

Drar Mr. Cuamrman: This is in response to your request for a
report on H.R. 29, “To provide for payments by the Postal Service
to the Civil Service Retirement Fund for increases in the unfunded
liability of the Fund due to increases in benefits for Postal Service
employees, and for other purposes.”

Enactment of this proposed legislation will involve enormous costs
that will have to be passed on in the future to postal ratepayers. Ac-
cording to the current estimates provided by the Civil Service Com-
mission, each one percent of a pay Increase causes an unfunded liability
in the Civil Service Retirement and Disability Fund of approximately
%8 million each year for 80 years. Thus, for example, 1f postal em-
ployees receive a 5% pay increase the bill would require the Postal
Service to pay #40 million each year for the next 30 years. In addition,
a similar liability would accrue with each subsequent pay increase
leading to a cumulative annual liability of a tremendous magnitude.
At a time when certain mailers are calling for greatly increased postal
subsidies, and when others are advocating that the Postal Service
expand certain services notwithstanding costs, the enactment of HLR.
29 will create financial pressures making it more difficult for the
Postal Service to improve service without large rate increases.

This legislation has been proposed on the ground that the Postal
Service should operate on a financially self-sufficient basis, meeting
its operating costs out of its revenues and not out of hidden subsidies.
After careful consideration—and in full awareness of the financial
burdens enactment of the bill will impose—the Postal Service has
concluded that it is proper, as a matter of principle, for these costs
to be imposed on postal Tatepayers rather than the taxpayers.
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Properly understood. the principle of postal self-sufficiency calls for
those who u<e postal services to bear the costs of those services. The
principle does nof. however, call for present postal customers to bear
the burden of costs that are not reasonably related to the performance
of present services. Payments for increases in unfunded liability re-
sulting from the pay increases of past years arve properly attributed
to past postal operations. Thus the principle of postal self-sufficiency
would not justifv imposing on present or future postal customers the
finaneial burden of unfunded retirement liabilities attributable to pay
inereases granted during Fiscal Years 1972 and 1973,

It is clear that requiring the Postal Service to reimburse the Civil
Service Retirement and Disability Fund for increases in unfunded
liability constitutes a change in the existing law governing respon-
sibility for such increases. The Comptrolier General held. in a letter
to Congressman Steed dated June 20, 1972, (copy attached) that un-
funded liabilities resulting from postal pay increases are properly fi-
nanced from the general fund of the Treasury as authorized hy 3
U.S.C. §8348(f). Tf a change in Jaw is to be made. it would be in-
equitable for it to impose burdens on postal ratepavers retrospectively.

In our view, ILR. 29 as introduced would not have retrospective
eflect. As we understand it, the bill speaks only prospectively. direct-
ing that the Postal Service—

“. .. shall be liable for that portion of any estimated increase
in the unfunded liability . . . which is attributable to any bene-
fits payable . . . to active and retired Postal Service officers and
employees, and to their survivors, when such increase results from
an employee-management agreement under title 39, or any admin-
istrative action by the Postal Service taken pursuant to law,
which authorizes . . . increases in pay on which benefits are com-
puted.” (H.R. 29.§ 1).

This reading of H.R. 29 is in keeping with the principle of statu-
tory construction that—

. in the absence of a constitutional or a general statutory
provision, or a provision in the statute itself relating to the effec-
tive date, the statute will take effect from the day of its passage
or enactment: that is, from the date the last act necessary to com-
plete the legislative process is performed.” (Crawford, The Con-
struction of Statutes, § 106, p. 152).

Only on the basis of such an understanding can we say we would
have no objection to the enactment of this bill. )

In his letteer of Januarv 26. 1973, to the Postmaster General ex-
plaining decisions made with regard to the postal budeet. the Direc-
tor of the Officc of Management and Budget stated that his recom-
mendation that the Postal Service pav the unfunded liability in the
Civil Service Retirement Fund would “facilitate further the transition
of the Postal Service to independent status.” While enactment of H.R.
29 would be consistent with the statutory independence of the Postal
Service under the Postal Reorganization Act, the very substantial
additional financial responsibilities it would create underscore the need
for effective and vigilant postal management. We therefore heliove it
would be appropriate for Coneress. in enacting this hill. to correct the
two principal defects in the Postal Reorganization Act that stand in
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the way of effective use of the Scrvice's independent operating power—
namely, the provisions in section 1008 (a) of title 39 limiting postal
salaries to Level I of the Executive Pay Schedule and in section 409 (d)
of title 89 preventing the Postal Service from conducting its own
litigation in court without the consent of the .Attorney General. We
therefore recommend that amendments eliminating these restrictions
be added to H.R. 29.

Finally, in order to make the wording of the bill technically correct,
it is recommended that section 1 of H.R. 29 be amended to delete sub-
paragraphs (A) and (B) of proposed section 8348 (h) (1). The Postal
Reorganization Act does not authorize the Postal Service, either
through collective bargaining or by administrative action, to grant
new or liberalized benefits payable from the Civil Service Retivement
and Disability Fund, or to extend the coverage of the Civil Service
retirement laws. Accordingly, subparagraphs (A) and (B) imply
a non-existent power and should be deleted. Upon deletion of these sub-
paragraphs the dash following the word “authorizes” in line 5, page 2,
should be deleted, as well as the “(C)™ in subparagraph (C).

Sincerely,
Lours .\. Cox.
General Counsel.

CoMPTROLLER GENERAL OF THE UNITED STATES,
Washington, D.C., August 4, 1972.
B-130441.
Hon. TeADDEUS J. DULSKT,
Chairman, Committee on Post Office and Civil Service. House of
Representutives. Washington, D.C.

Dear Mr. Caarman : Reference is made to your request of July 5,
1972, for our report on H.R. 10484, “A BILL To provide for pay-
ments by the Postal Service to the Civil Service Retirement Fund for
increases in the unfunded liability of the Fund due to increases in
benefits for Postal Service employees, and for other purposes.

Section 8348(f) of title 5, United States Code, provides that any
statute which authorizes new or liberalized benefits payable from the
Civil Service Retirement and Disability Fund (“the Fund”) ; exten-
sions of coverage of the Civil Service retirement system or increases in
pay on which retirement benefits are computed, is deemed to authorize
appropriations to the Fund to finance the unfunded liability created
thereby.

Und%r the Postal Reorganization Act, approved August 12, 1970,
Pub. L. 91-375. 84 Stat. 719, which revised and reenacted title 39,
United States Code, officers and employees of the Postal Service (other
than the Governors) are covered by the Civil Service retirement, sys-
tem. 39 U.S.C. 1005(d). In addition, the Postal Service is granted au-
thority, inter alia, to fix the compensation and benefits of its officers
and employees, 39 U.S.C. 1003(a), through collective bargaining
agreements, where applicable. 39 U.S.C. 1201-1209.

Tt enacted, H.R. 10484 would make the Postal Service liable for any
estimated increase in the unfunded liability of the Fund attributable
to any employee-management agreement effected under title 39 or any
administrative action taken pursuant to law which authorizes—
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new or liberalized benefits payable from the Fund, including
annuity increases other than cost-of-living adjustments under 5
1L8.C. 83404

extensions of the coverage of the Civil Service Retirement Sys-
tem; or

inereases in pay on which benefits are computed.

We might point out that the bill would not affect the unfunded
liability created by the S percent postal wage increase specifically man-
dated by section 9(a) of the I’ostal Reorganization Act (84 Stat. 784),
which is presently being financed pursuant to 5 U.5.00 8348(£) ; nor
would the hill charge to the Postal Service the portion of unfunded
liability attributable to its employees arising from increases or liberal-
izations in retirement benefits provided directly by amendment of
chapter 53} of title 5 and applicable generally to all persons covered by
the ('ivil Service retirement system. It is assumed that the term “or
any administrative action taken pursuant to law” on page 2, line 4 of
the bill is intended to apply only to administrative actions taken by
the Postal Service, and would not embrace other possible nonlegisla-
tive actions nf gencral applicability which might increase unfunded
liability, e.g., by the President or by the Civil Service Commission. If
this is the case. it is suggested that the above-quoted language he clari-
fied by inserting the phrase “hy the Postal Service” after “taken” and
before “pursuant”.

The purpose of H.R. 10484 is stated, in part, as follows:

“The bill, as introduced. seeks to make the Postal Service liable—
as is the Government generally—for its share of any increase in the
unfunded liability of the retirement fund.

“Congress must provide funding for any increased liability which
it anthorizes for the rest of Government, and this bill simply seeks
to fix without question the responsibility for such additional funding
which is incurred by an agency which is outside the control of
Congress.

“There was no provision in the postal reform legislation for this
liability, and the Congress no longer has any control over pay or bene-
fits of postal personnel although the employees continue to come
under the ¢ivil service retirement svstem.

“Public Law 91-93 [which enacted, 7nter alia, 5 T.S.C. 8348(f)]
set the policy for stabilizing the retirement fund. inelnding authoriz-
ing appropriations to cover anv future inercases within Government
in unfunded liability, to be paid in 30 equal annual installments.

“The new postal service is an independent corporation, formed to
operate without general subsidy. and therefore provision needs to be
made in law for the independent Postal Service to reimburse the re-
tirement fund for anv unfunded liabilities which it incurs.” [117
CONG.REC. H. 8164 (dailved. Aug. 6.1971) ]

Tntil the future Dbenefits described in H.R. 10484 are set by
employee-management ngreement or by administrative action taken
pursuant to law. their cost cannot be determined. However, according
to calenlations by the Civil Service Cfommission, postal wage increases
already accomplished administratively represent increases in un-
funded retirement labilitv of $£1.107 million effective June 30, 1972
and of an additional $807.4 million effective June 30, 1973.



13

In order to finance the liability of $1,017 million in 30 equal annual
installments (as provided in 5 U.S.C. 8348(f)) each annual install-
ment will amount to $62,991 million with the first installment due on
June 30, 1972; in order to finance the liability of $897.4 million each
annual installment will amount to $55,594 million with the first in-
stallment being due June 30, 1973.

We share the conclusion that there is no provision of existing law
which holds the Postal Service liable for these payments. As a result,
the unfunded liability thus created apparently would be either
financed pursuant to 5 U.S.C. 8348(f) in its present form, or remain
without financing. While we believe that application of 5 U.S.C.
8348(f) is technically permissible, we recognize that this alternative
would constitute a substantial subsidy to the Postal Service, at odds
with the concept of the Postal Service as & self-sustaining entity. On
the other hand, to allow this unfunded liability to continue unabated
would seriously threaten the integrity of the Fund—the specific dan-
ger which 5 U.S.C. 8348 was enacted to prevent.

We believe that the approach set forth in the bill vindicates the
policies of the Postal Reorganization Act, while preserving the in-
tegrity of the Fund. Accordingly, we strongly favor enactment of
H.R. 10484.

Sincerely yours,
Lewis B. Staats,
Compireller General of the United States.

Cuances 1N ExistiNne Law Mape By tHE Biin, as ReporTED

In compliance with clause 3 of rule XTIT of the Rules of the House
of Representatives, changes in existing law made by the bill, as
reported, are shown as follows (existing law proposed to be omitted
is enclosed in black brackets, new matter is printed in italic, existing
law in which no change is proposed is shown in roman) :

SECTION 8348 OF TITLE 5, UNITED STATES CODE
§ 8348. Civil Service Retirement and Disability Fund

* * * ks % ¥ >

(f) Any statute which authorizes— _
(1) new or liberalized benefits payable from the Fund, includ-
ing annuity increases other than under section 8340 of this title;
(2) extension of the coverage of this subchapter to new groups
of employees; or .
(3) increases in pay on which benefits are computed ;
is deemed to authorize appropriations to the Fund to finance the
unfunded liability created by that statute, in 30 equal annual install-
ments with interest computed at the rate used in the then most recent
valuation of the Civil Service Retirement System and with the first
payment thereof due as of the end of the first fiscal year after the fiscal
year in which each new or liberalized benefit, extension of coverage, or
Increase in pay is effective.

® . = 4 L #*
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(h) (1) Not withstanding any other provision of law, the United
States Postal Serwvice shall be liable for that portion of any estimated
increase in the unfunded Uability of the Fund which is attributuble
to any bencfits payadle from the Fund to active and retived Posta]
Seroice officers and employces. and to their surrivors, when such in-
crease results from an employee-management agreement under title
39, or any administrative action by the Postal Servire token pursuant
to luw, which authorizes— )

(4) new or liberalized bemefits payable from the Fund, in-
cluding annuity increases other than increases under section 8340
of this title; .

(B) extension of the coverage of subchapter 111 of this chap-
levy or

() increase in pay onwhich benefits are com puted. )

(2) The estimated increose in the unfunded liability. referred to in
putragraph (1) of this subsection, shall be determined by the Civil
Sepvive Commission, The United States Postal Service shall pay the
amount so determined to the ('ommission in thirty equal annval in-
stallments with interest computed at the rate used in the most recent
valuation of the Civil Sernice Retirement System, with the first pay-
ment thercof due at the end of the first fiscal year after the fiscal year
in which un increase in pay or a new or liberalized benefit becomes
effectire.

SECTION 1005 OF TITLE 39, UNITED STATES CODE

§1005. Applicability of laws relating to Federal employees
(a) ¥ ]

* * #* * * * *

(d) Officers and employees of the Postal Service (other than the
Governors) shall be covered by chapter 83 of title 5 relating to civil
service retirement. The Postal Service shall withhold from pay and
shall pay into the Civil Service Retirement and Disability Fund the
amounts specified in such chapter. [The Postal Service, upon request
of the Civil Service Commission, but not less frequently than annually.
shall pay to the Civil Service Commission the costs reasonably related
to the administration of Fund activities for officers and employees of
the Postal Scrvice.] The Postal Service shall poy into the Civil Serr-
ice Retirement and Disability Fund the amounts determined by the
Cinil Service Commission under section 8348(h) (2) of title 5.
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