Compensation Differentials Tutorial

After reading this tutorial, the reader will be able to:
e Explain the different compensation differentials.
e Set up and apply the differentials to agency employees.
e Maintain differentials.

What are compensation differentials?

Compensation differentials are paid to employees who are authorized for
additional pay under the provisions of the Classification and Compensation Act.
Effective June 28, 2009, five new compensation differentials were added to Basic Pay
(Infotype 0008). Compensation differentials and maximum percentages for each are as
follows:

e 1004 - Hazardous Duty Differential (up to 6%) plus additional Hazardous Duty
(6%) for working in maximum security unit

e 1016 - Certification Differential (up to 6%)

e 1017 - Educational Differential (up to 6%)

e 1018 - Geographic Differential (up to 6%)

e 1026 - Second Language Differential (up to 10%).

Once the differential is processed, the additional compensation is added to the
employee’s pay check each pay period. The cumulative total of all compensation
differentials paid cannot exceed 25% of the employee’s base salary.

Setting Up Differential Records

Step 1: Submit Request to OPM

Before employees can receive compensation from any differentials, agencies
must submit their requests to OPM for review and approval. After approval, OPM will
update the maintenance table. The following is an example of the Differential table.

F. Differential Eligibity Maintenance Table

EiusA|F'ﬂx |Clhjeu::t abhbr. |F'|:|siti|:|n |Wage|Start Date |En|:| Date |F'|::t.

D360 SPA1 X0s0C 220895827 1004 06/25/2003 12/31/9333 10. 00
 |o9s0 sPat xpooc 22088827 1016 DE/ZB8/2009 12731799399 500
- |o9en sPat xpooc 22088827 1017 DE/Z8/2009 12/31/3333 5. 00
- |o9sn sPat xpooc 22089827 1026 U5/ 25/2008 12/31/8993 5. 00
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Step 2: Adding the Differential

After being notified by OPM that the table has been updated, the agency enters
the differential using transaction PA40 — (Z4) Change in Pay/Posn Attributes action.

Fersonnel Actions

Action Type |F'ersnnn... |EE Group |EE subgr...l
Hire

Hire Board or Commission Membr

Rehire

Rehire Board/Comm Mbr

Re-employment of Retiree

The Reason Code for the Actions (ITO000) is 10 Differential Pay. Complete and
save the action.

Copy Actions

|:||:| |Z» Execute info group ||2# Change info group

Pers.Mo.

Marme

EE group 1| Regular State Empl. Personnel ar

EE subgroup LE | Employes S5M

Start 06/ 256/2008 to 12731758899

Persannel action

Action Type Change in Pay/Posn Attributes El
Reasaon for Action [1o

Complete and save the Organizational Assignment (ITO001).

Create Organizational Assignment

EE group 1 Regular State Empl. Personnel ar
EE subgroup UE | Employee SS5M
Start 06/28/2008 [&) o 12/31/8889

Enterprise structure

CoCode ARKE State of Arkansas Leg.person
FPers. area SPO1 A5 Little Rock Subarea AL OT,5td ASHE
Cost Ctr 456550 CACD Administration  Bus. Area o960 DEPARTMERNT OF AR ST4

Personnel structure

EE group 1 Regular State Empl FPayr area 11 Arkansas Bi-Wweekly
EE subgroup UE Employee Contract 1000 Hours Y ear i}
Organizational plan Administrator
FPercentage 100, 00 Assignment I FPerzAadmin
Position 220889827 FO90C Time

ASP/CACD SEMIOR 1N .. Payradmin
Job key 22148006 =090c

ASPACACD SERMIOR M.
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Complete and save the Planned Working Time (ITO007).

Create Planned Working Time

FA1 “ork schedule |

FPersonnel ko Mlame ) - | Status Active
EE group 1 Regular State Empl. Fersonnel ar A5F Little Rock
EE subgroup UE | Ermployee ST

Start 06/ 28/2002 [&) To 12/31/9999

Wwork schedule rule

Weark schedule rule OFPEMOS Open Schedule 8 hours
Tirme hgmt status 1 - Tirme evaluation of actual times =
Warking weelk Sunday to Saturday =

I Part-time employee

Wworking time

Employment percent 100, 00 1 Dyn. daily woark schedule
Diaily working hours g.a0
Weaalkly working hours A0 . 00
Flonthly working hrs 173. 33
Annual working hours 2080 . 0o
Wi'eekly workdays 5. 00

The Reason Code for Basic Pay (ITO008) must be 01 Within Range. Under the
Wage Type column, select one of the five Differential wage types from the drop down

list and select Enter or Green Check .

[EWWage Types for Infotype "Basic Pay" (1) 9 Entries ...
o]

EOOREEEE

WT |Wage Type Long Text IStart Date |End Date
1000 Haourly rate 01/01,/1900 12/531/9939
1004 Geographic Differential 0B/25/2009 12/31/9593
1013 Extra Help Hourly Rate 0101800 12/31/9993
1014 Supplemental POS Hrly RTE 010141900 12/31,/9539

1016 CedificationDifferential OR/28/2008 12/31/8900
1017 Education Differential 06/23/2009 123149939
1018 Hazardous Duty 0R/23/2008 12/31/99009
1026 2nd Language Differential 0B/28/2009 12/31/9993
1400 Hourly -tips 01/01/15900 1243159939

9 Entries found | |

Upon entering, if a matching table record is found, the wage type text will appear

and the Differential hourly rate will be calculated based upon the percentage of the

employee’s base hourly rate and populated on the Differential pay line of their basic pay
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record. The eligible percentage rate used for calculation is read from the Differential
table. (Calc: Employee’s current base rate times percentage entry for the wage type in
the Differential table) Once the entry is accepted the user can save the record.

Copy Basic Pay
| Salary amount | Payments and deductions
Personnel Mo Marre . .. | Status Active
EE group 1| Regular State Empl. Personnel ar 5P Little Rock
EE subgroup UE | Employee 55N
Start pe/28/2008 [&)to0 12/31/8933
Subtype c] Basic contract
Salary
Reason 01 Within Range Capacity util. level 100, 06
PS type 01 Classifiad Work hoursfperiod 80 . 00| Bi-weakly
PS Area 03 Career Serice
PS group C118 Level |01 Annual salary 35,742.72 |UsSD
s
Wya. IWage Type Longﬂt! |O..|Amuunt ICurr... |I |A..|NumberfUnit IUnit Iﬁ'
1000 Hourly rate A€ 171840 USDM
1017 Education Differential 0.8592 |UsSDM

Within the Basic Pay (ITO008) record, the Differential rates will not be added to
the annual salary field.

If no match is found on the table, the Differential is not authorized, and a
message indicating the Differential pay is not allowed for this employee is presented.

Salary
Reason o1 Capacity util. level 100. 00
PS type o1 Classified Work hours/period 80. 00| Bi-weeakly
FS Area o3 Career Service
PSS group C118 Lewvel |01 Annual salary 35, 742,72 |UsD
Wa. IWagE Type Long Text IO ,IAmDum ICurr, II, |A, |Numhen"Unil IUnit ﬁ
1000 Hourly rate 17,1840 =DM
1017 Education Differential 0.8592 USDN
1018 [F)zardous Duty USDR
UsDrM
USDr
=0 [=]
UsDrM [=]
]| [ / aln
Iv |07 0172008 - |[14/31/9933 E”II 17.1840 ||USDN ||_§ Payroll Simulation |
|® 1018 Differential pay not allowed
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Once user selects Enter or Green Checks through subsequent edits, the wage
type will be removed, allowing the user to save the record without an incorrect wage

type.

Salary
Reason a1 Within Range Capacity util. level 100,00
PS type a1 Classified Wyark hours/period 80 00| Bi-weskly
PE Area o3 Carear Service
PS group cC118 Level |01 Annual salary 35, 742,72 |USD
Wha IWage Type Long Text IO |Am0unt ICurr II IA INumhen’Unit |Unit ﬁ
1000 Hourly rate 17.1840 USDN
1017 Education Differential 0.8532 USDN
USDN
USDN
USDN
USDN =
USDN [+]
LDl [ 10
1v [07/01/2008] - [12/31/9908 [ «|[ »] 171840 |usON | [ Payroll Simulation |
@ Save your entries

Step 3: Run Payroll Simulation

When Payroll Simulation and/or live payroll are processed, the Differential hourly
rate will be added to the Basic Pay (ITO008) base rate. The Remuneration Statement
will show one hourly rate to include the calculated Differential hourly rate(s). The
Differential hourly rates(s) will not show as separate payment amounts.

Earnings Rate Work Hours Current YTD
Regular working time 423509 80.00 3,388.07 42 29563
Career Svc.Recognition 0.00 900.00
ASP Cerificate Pay 0.00 1,200.00
Holiday premium 0.00 2,328.87
Vacation pay 0.00 2,315.84
Total Earnings 80.00 3,388.07 49,040.34
Exceeding 25%

Each time a basic pay record is created with more than one Differential wage
type, an edit check is performed to ensure the 25% combined maximum limit is not

exceeded. A message ﬂﬁ} 1026 Differential pay exceads maximum allowed | appears if the wage
type being entered will cause the employee to exceed the limit. Continued selection of
Enter or Green Check will remove the wage type allowing the record to be saved
without the additional Differential wage type that would cause the employee’s pay to
exceed the 25% maximum limit.

If the action for Differential pay is partially processed, the user must remove this
action by deleting the related master data records through transaction PA30 in the
reverse order in which they were created.
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Differential Maintenance
The following is general information concerning differential maintenance.

» When the employee’s base rate changes, the Differential pay will re-calculate
and the amount will change, upon selecting Enter or Green Check, based upon
the percentage in the Differential table.

> If atable entry is deleted after an action is performed on an employee; and the
user executes another PA40 action in Basic Pay (ITO008), an error message
occurs indicating that no entry exists in the table for the Differential wage type
currently in the basic pay record. The user needs to Enter or Green Check
through the edits to remove the wage type.

> |If a table percentage rate is changed and a prior basic pay record for the
Differential pay exists for the employee, the user needs to execute a PA40
Change in Pay/Posn Attributes action with the effective date of the change.
Upon reaching the Basic Pay screen, the user needs to Enter or Green Check
through the edits to re-calculate the hourly amount before saving. Additional
Differential wage types may be entered before saving if an eligible table entry
exists for other Differential wage types for the employee.

» When a PA40 Change in Pay/Posn Attributes action is performed to create
additional differential payments, any existing Differential wage types will be
recalculated if a change in percentage on the table has occurred.

> If the user attempts to change the basic pay record that includes a Differential
pay wage type using the transaction PA30 (Execute info group), an error will
occur unless the Differential pay wage type is eligible on the table. Any other
attempt to maintain the basic pay record will result in an error.

» A batch job will run each night to compare employee’s current basic pay record
to the Differential eligibility table. Based on table entries, if the employee is no
longer eligible for the Differential, the basic pay record will be delimited to remove
the related wage type.
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