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

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

 1016 - Certification Differential (up to 6%) 
 1017 - Educational Differential (up to 6%)  
 1018 - Geographic Differential (up to 6%)  
 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. 
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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.  

  

The Reason Code for the Actions (IT0000) is 10 Differential Pay. Complete and 
save the action. 

 

Complete and save the Organizational Assignment (IT0001). 
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Complete and save the Planned Working Time (IT0007). 

 

The Reason Code for Basic Pay (IT0008) 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 .   

 

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.  

 

Within the Basic Pay (IT0008) 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. 
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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.   

 

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 (IT0008) 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.  

 

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   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 a table entry is deleted after an action is performed on an employee; and the 
user executes another PA40 action in Basic Pay (IT0008), 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. 

 

 

 


