THE COMPTROLLEN GENERAL
OF THE UNITED GTATEHS®

WABMINGYON, D.™. 2D085a4an

FILE: B-192334 OATE: Sepiember 28, 1978

MATTER OF:  Janes Chastr.ut - Payment of Incentive Awazd

DIGEST: 1, Employec may be given incentive award under
5 U.8.C. ¥8% 4501 et soq, (1976) for contribu-
tion to "affic‘ancy. economy, or other improve-
ment of Governnﬂnt ‘operations,” or for "special
act or service in the public interest" in con-
nection with his cmployment, 5 U.S.C. § 4503.
Exployee achievement which regulte in.saving
to his agency but not'to Government'(because
other ngencies' expendituras 1nczeate as a
resulsl) is not contribution to economy ‘of
Covernment b't ‘may be contribution to afficiency
or improved opanations, or iay be special act
or service warraunting award if agency head so
delarmines,

2, Civil Service Commission optﬂona- guidelines
for incentive awards’ programlauthori.ed ‘by v
5 U.8,C. § 4501 et "seo. (1976) provide for deter-
mination of amount of award based on tanpible benefit
to Governrent., Agency- choosiug to.follow guidalines
may not compute award based on tangible benefit
wheru benefit is to agency but not to Govarnment
as a whole (because other ngancies expei\dituxes
correspondlngly increase)}. Agency ‘may follow
Intangible benefits guidelines or any system of
its own consigtent with law and regulations,

An authorized certifying offiier of the Small Busiiiess Administra-
tior: (SBA), requests our decision concerrinyg the propriety of certify-
ing for payment a voucher for $3,805. vepresentics an incentive
awvard to an employee, :

The proposed recipient of the award, Mr. Jemes' Chestnut, a
Buginess Development 3Specialist fo: the SBA, questioned the method
the Defense Fuel Supply Center (DFSC) and Defense Logistics 4gency
(DLA) wera using in computing the amount they would pay for fuel
0il under Small Business Act set-azide contracts. According to the
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submiagicn, Mr. Chestnut wag 1ble to convince those agenciel thati
their basis for computstion of welghted average cost wes unfafc
to small business contractors and those sgencies agreed v'o pay
a higher price for the oil gupplied. As a result, SBA will gave
spproximately $2.7 million, which would have had to be prendea
as Business Developmenv Expensc., The money saved by SBA, however,
will ve paid to the small busZness contractors by JDFSC and vwA.
l

The agency incentive awards officer found that M:.. Cri zstnut
was eligible for an award of $3,805, based on the saving to SBA
of $2.7 miilion. Be:ause of some doubt about whether the ‘award
ie proper under the Sovernment Employee's Incentive Awards Proguram
end governing regulations, the question has been submitted to'us.

Paymentiof iucentive awards ia governed by 5 U,S.C, §§ 4501

et seg. (1976)., CSection 4503 of title 5, United States Code, pro-

vides in pertireant part, as follows:

"The head of an agency may pay a cash avard
to, and incur necessary expense for the honorary
recognition of, un employea who==

"(1) by his suggeatiOJ, invention,
superior accomplishment, oxr outher. personal
effort contributc. to the efficiency, economy,
or other improvemeut of Govermsert operations;
or

"(2) performs a special act or service in
the public interest in connection wich or re-
lated to.his official employment,

Cash awards under section 4503 by the head of an'agency may
not exceed $5,000, 5 U.S.C. § 4502(a). T“e Civil Service, Commission
(CSC) is given authority to prescribe regulations and instructions
for the incentive award programs in the various Federal agencies.

5 U.S.C. § 4506.

Under CSC regulations, agencies have been given optional
guidelines to follow in establishing the amount of awards. One
such guideline is a distiaction between achievements which yield
tangible benefits to the Government and those which yield intangible
benefits. Although these guidelines are optional and agency heads
may establish different categories or scales, provided they meet
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‘the requirements of lav and vegulation, :SHA"has appaf&ntly fol-

lowed the CSC.guideline applicable to cargidble benefits in arriv-
ing at rhe awount of the award propoecd tu be given to Mr., Chestnut.
Undar that guideline (FPM § 451.3-3(d)), awards for tangible
benefits of $100,001 or more may be based on .a formula of $1,200
for the first $100,000 &nd §£5 for each aduitiannl $5,000. Applica-
tion of that formuln to a tangliole benefit of $2.7 million yields
an awva:'d of $3,805, the amount on the voucher here prescnted for
certification,

This eiruation presents two quésﬁidns. First, may any

“{nsentive award be iade whére the saving to SBA corresponds to

additional costa eluewhere in the Govermnent? Second, assuming
that an award is »roper, is 1t proter to ccmpute its amount based
on s tangible benefit tc SBA f $2.7 million?

Awards may be »iven to an employea for achievemzats which
result in no measurable savins to the Covernment as a whola. As
the Associate Generrl Counsel,” SBA, paints out, Mr. Chertnut's
Suggestion may be ragarded as having contributed to the. efflciency
or 1mprovrmen: of Government operations or as a spenial act or
aervice In the puhiic interes: in connection with his emplayment.
See 5 1.3.C. § 4503, aupra. Tt 1s for the head- of the agency (cr
his del=gate) to determine whether an awerd is justified in a
particular cage. Contributions to the efficiency or improvement
of operations do not neceasarily have to suve money. Similarly,
an employee may be. given an awaxd %or exemplary performance of
his\dutiea witheut regnrd to’ uhathar suy economy vesults, There
appeirs to be zuff*cient evidence in' the racord to support a £ind-
ing by the’ '$BA” that” Mr. Cheatnut 8 action haa .nproved Goverrpent
operations- by achieving a mora accurate gildication of cowtn of tha
emall business set-aside program. Hence we believe that SBA in its
discretion may make an award to Mr. Chestnut under 5 U.S.C. 4§ 4503,

With regard to the’ amount of ‘the award, applicabiiily and
interpretation ol the CSC guidelines is, at lecast in ﬂ\e firat
instance, a wattar for the Commisailon. However, we do' not believe

“that the 82,7 willion saving to SBA should be regarded‘'as a tangible

benefit, within the meaning of the Civil Service guidelines in this
{natgnce since, admittedly, that amount i3 not saved by the Govern-
ment,

An earlier version of tHe incentive awards statute, 5 U.S.C,
§ 1151 et seq, {1952) referrad to awards based on suggestions
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resultiig in improvements or aconomy in the operations of tha

enployee's departmant, The cha~ge from "department" to "Govern- !
ment' does not alone resolve the question whether innreased costs '
to one agency may be ignored in computing tangibla benefits to
another, The change {n the statutory language was azparently
intended to allc/ awards on the basia of Government-wide savings '
and of savings in an agency other than tha one employing the

vinner of the avard. S5ee letter from Chairman, c1v11 Service
Commiesion, to Chairman, Senate, Post Office and'Civil Service
Committee, reprintid in‘§, Rep, No. 1292, 83rd Cong., U.8. Code
Coly. &. Adm. Mews 3835 (;954). Thus, while the legislative history
of the xncantiva avards atatute supports the genaral eoncluaian

thet =ffects on more thanaone 'agesicy of a suggistion should be
taken into acesunt, it iafnot be said to resoive definitively the
quostion, which was apparently not cpecifically cnnsidered,

whether Govornment-wide costs should be balanced aghinst Governmenr—
wide savings.

-

CSC regulations and guidalines ‘do ant directly address this
issua. However, they do mak2 it clear thst, at leastdgithin an
sgency, tangibie beneflr is to be based on the' net monetary .
benefit to the agency (FPM 451,3-3b(1)(b)). Morgover, cse- rngula-
ticns proviide that in the case of “an employee Lchievemnnt benafit-
ing more than one agency, the Comuission will upon request deter-
wine the amount of a tangible benefits sward, based on the total
interagency net msasurable benefits. FPM 451.3-9&(2).

~Under the foregoing. authoritiea. itis clear that costs
associated with an employee achievement are to ha“izken into
account, at least when they occur withia the agency or agencies
receiving a tangibln benefit., It wotld be afiomalous, in our view, T
not to'do the same in the ciréumetances of this cese._perely ‘
beceuse the costs ;oéeur in an agency not receiving bnnefit.
To take bowernment-wide costs into account is consistent with the
longuege of 5 U.S.C. § :503(1), supra, which spcaks of awards for
contributions %o the economy of "Guverrment operations.’

Arcordinglv, aisuning that 'SBA intends ‘to follow the CSC
guidalines which distinguish between tangible and intangible
benufits, i1t should determine whether thers has beaen any tangible
tenefit to ‘the agency or the Government, other than the $2.7 t
million. i'f not, SBA viy base the amourit of the award on a
finding that an intar_- le benefit exists and may of coursa .
follow the CSC guidelines for determining the amount of awards i
for intangible benefits. 5
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_,Because the voucher amount has been computed hased -i. the
sesumption of a tangible benefit of $2,7 million, it may not be
certified for payment. However, this decision Is not to be
construad ap limiting in any wav the Adminisrrator's d<scretior
¢o make & cash award to Mr, Chestnut {n any amount up to $5,.00

~ on' his determination, consistent with the requirements of law

tad regulations, that such au award 1a juntified.
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Acting Cosytrol
of the United Stat.s
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