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APPROVED HOLIDAYS 
 

 
RULE CONTACT PERSON:    Shari Howard, shari.g.howard@nc.gov  919-807-4881 

 
RULEMAKING COORDINATOR:   Shari Howard, shari.g.howard@nc.gov, 929-807-4881 
 
PROGRAM AFFECTED:   State Human Resources Commission, Subchapter 1E, Title 

25 
 
RULES:    25 NCAC 01E .0901 APPROVED HOLIDAYS (Amended) 
 (See proposed rule text in Appendix.) 
 
STATUTORY AUTHORITY:   G.S. 126-4(5) 
 
IMPACT SUMMARY: State Government Impact:  Yes 
 Local Government Impact:  No 
 Substantial Economic Impact:  Yes 

Federal Government:  No 
Small Businesses:   No 

 
EFFECTIVE DATE:     Upon conclusion of rulemaking process; approximately September 1, 2014.   

 
OSHR CERTIFICATION OF REGULATORY PRINCIPLES:   

The agency attests that the rule covered by this Fiscal Note: 

 is statutorily authorized and in the public interest, 

 seeks to reduce the burden on the regulated community, 

 was written in a clear and unambiguous manner,  

 is not unnecessary or redundant,  

 considers the cumulative effect of all rules adopted by the agency related to the specific 
purpose for which the rule is proposed,  

 is based on sound, reasonably available, and relevant information, and 

 is designed to achieve the regulatory objective in a cost-effective, timely, and least 
burdensome manner. 
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ANALYSIS:     
 
Summary and Purpose of Proposed Changes 
The proposed amendment to rule 25 NCAC 01E .0901, Approved Holidays, is required to bring 
the rule in compliance with a statutory change.  On August 21, 2013, as a result Session Law 
2013-382 going into effect, G.S. 126-4(5) (Powers and duties of the State Human Resources 
Commission) was rewritten as it relates to the Commission’s authority to establish paid holidays 
for State employees.  The change in the law specifies three paid holidays for Christmas every 
calendar year.  Prior to the change in the law, the policy only allowed for two paid holidays for 
Christmas except in the years in which Christmas Day falls on Tuesday, Wednesday, or Thursday 
which allowed for three paid holidays in those exception years.    
 
The inconsistency in the number of paid holidays based on when Christmas Day falls during the 
workweek was hard to explain and legally defend.  Paid holidays are a benefit and it is difficult 
to explain to employees why some years they received 12 paid holidays while other years they 
only received 11 paid holidays.  This situation was further complicated by the state having a 
large number of employees who do not work the traditional Monday through Friday 8 hours 
per day work schedule.  These employees who are working non-traditional work schedules 
were not receiving the same benefit of having the Christmas Eve, Christmas Day, and the day 
after Christmas as a holiday in those years when Christmas falls on a Monday, Friday, Saturday 
or Sunday. 
 
Impact  
State Employees 
The statutory change and the subsequent proposed amendment impact all benefits eligible 
State employees who are subject to the State Personnel Act (SPA employees).  The impact 
occurs in the years when Christmas Day falls on a Monday, Friday, Saturday or Sunday.  There 
are currently approximately 87,323 SPA employees in state agencies, boards and commissions 
and universities.  The average full-time daily holiday rate is $163.17.  Total estimated benefit of 
an extra holiday based on this average holiday rate of pay is approximately $14,248,000 per 
year in years when employees would have been eligible only to 11 paid holidays before the 
statutory change.   
 
While this estimated benefit is triggered by years when Christmas Day falls on certain days of 
the week, employees ultimately would decide when the benefit is actually incurred.  There are 
a few different scenarios of when employees would incur this benefit: 

Scenario 1: Employees incur the benefit on those days that would now be a holiday but 
were not before the change if the employees would have otherwise worked 
on that day;   

Scenario 2: Employees incur the benefit at a later date, but prior to separation from 
state government employment.  Currently, most employees use some sort of 
paid leave (compensation time, vacation leave, bonus leave, or special leave) 
during the week of Christmas, so the proposed change would give them the 
opportunity of saving that paid leave for another time.  To the extent 



employees exercise this opportunity, the benefit would occur at the time 
when the saved paid leave is used for absences. This is most likely to be the 
dominant scenario; 

Scenario 3: Employees incur the benefit at separation from the state government 
position.  If the saved paid leave mentioned above is not used prior to the 
employee separating, it would be paid out upon separation; and     

Scenario 4: Employees forego the benefit.  Leave is paid out upon separation only if the 
total balance is not in excess of the 240 hours allowed.  If in the absence of 
this rule change an employee would have accumulated leave of 240 hours or 
more at the time of separation, then that employee would not incur a 
benefit from the proposed change since the additional leave granted by this 
change would not be paid out. 

 
State Government 
Funding for holidays comes from existing base annual salary.  In most of the scenarios above, 
except Scenario 3, the state would not incur a budgetary cost, but may see a decrease in 
productivity.  The decrease in productivity may not be significant in the case of Scenario 1 as 
productivity around the holidays is generally considered to be decreased, although no rigorous 
research exists.   
 
As mentioned above, Scenario 2 would most likely be the dominant one.  Currently, most State 
employees use some paid leave during the week of Christmas, and the universities all close for 
a two-week winter break; therefore, it is unlikely that there would be a change in productivity 
around the winter holidays.  Since employees would use the saved leave at random times, the 
loss in productivity would be spread out.    
 
In Scenario 3, the state would actually have to pay out the additional saved days to employees 
who are separating.  Lapsed salary money is generally used for such one-time payments.  Thus 
far, there have always been enough lapsed salary funds to cover such payments. Although, the 
number of special leave days awarded to State employees in the last couple of years may start 
applying downward pressure on those funds; thus, payment at separation for the additional 
holiday leave granted through this change may need to come from other accounts.   
 
Under Scenario 4 the state incurs no cost as the employee foregoes the benefit. 
 
Local Government  
No local government employees would be affected by the proposed rule change; therefore, no 
local government impact is expected. 
      
Estimated Impact and Uncertainties    

Holidays are funded through base pay and payments for leave balances at separation come 
from lapse salary, so no new funds are expected to be required to implement the rule change.  
It is unclear what the rule change would result in a net zero impact since this is a transfer 



essentially from the state government to State employees, or whether there would be net 
benefits if the loss in productivity around the holidays would be less than that during another 
time of the year.  Given all the unknowns associated with each scenario, as well as the 
probability associated with each outcome, Table 1 below presents only Scenario 1.  However, 
additional assumptions were made: a) salaries would not increase with the rate of inflation 
given the historical trend (i.e. salary inflation is assumed zero), b) productivity around the 
winter holidays is assumed to not be different than any other time of the year. 

 
Table 1. Estimated Impact (one possibility), M$ 

 

FY 
2015 

FY 
2016 

FY 
2017 

FY 
2018 

FY 
2019 

FY 
2020 

FY 
2021 

FY 
2022 

FY 
2023 

FY 
2024 

Benefit to 
Employees $0 $14.25 $14.25 $14.25 $0 $0 $14.25 $14.25 $14.25 $14.25 

Costs to 
State Gov’t  $0 $14.25 $14.25 $14.25 $0 $0 $14.25 $14.25 $14.25 $14.25 

NPV of 
Benefits* $67 

         NPV of 
Costs* $67 

         Net Benefit $0 
         * NPV stands for net present value and is computed as of July 2014 using the statutorily required 7% discount rate. 

    

Alternatives   
The only other alternative to resolve the holiday benefit issue would have been to reduce the 
total number of paid holidays to 11 paid holidays every year regardless of when Christmas fell 
within the work week.  This option would have had a substantial negative impact on State 
employee morale and overall total benefits compensation of State employees.  State 
employees have not been awarded legislative increases for several years and have steadily seen 
their health insurance benefits deteriorate over the past few years.  There was no legislative 
pay increase awarded during the 2013 legislative session.  In lieu of a base pay legislative 
increase, the legislature awarded the additional holiday benefit as well a special leave benefits.  
Failure to implement this rule change would result in employees not receiving the additional 
holiday benefit in lieu of a legislative base pay benefit as intended by the law change. 
 
Aside from not adopting the rule change, the statutory change does not provide OSHR with any 
leeway in how this rule could be implemented.  As mentioned above, not adopting the rule 
change would have resulted in low morale among State employees. Additionally, it would have 
perpetuated the inconsistency among the number of holidays awarded to employees working 
on a traditional versus non-traditional work schedule. 
  



 
APPENDIX 

 

25 NCAC 01E .0901 is proposed to be amended as follows: 

 

25 NCAC 01E .0901 APPROVED HOLIDAYS  

G.S. 126-4(5) specifies the number of holidays to be observed and mandates the observance of Martin Luther King, 

Jr.'s Birthday and Veterans' Day. The State Personnel Commission shall designate the remaining holidays to be 

observed. The following additional holidays are adopted by the State Personnel Commission and approved by the 

Governor: New Year's Day, Good Friday, Memorial Day, Independence Day, Labor Day, Thanksgiving (2 days), 

and Christmas (2 or 3 days). In addition to Martin Luther King, Jr.’s Birthday and Veteran’s Day, the following are 

designated as holidays:  New Year's Day, Good Friday, Memorial Day, Independence Day, Labor Day, 

Thanksgiving and the day after, and December 25 (Christmas) and the last business day before Christmas and the 

first business day after Christmas.   

 

History Note: Authority G.S. 126-4; Authority G.S. 126-4(5); 

  Eff. February 1, 1976; 

 Amended Eff. September 1, 2014; January 1, 2004; February 1, 1995; December 1, 1988; 

October 1, 1977. 

 
 
 
 
 
 
 


