CHAPTER 15

PAY ADMINISTRATION

  (Ref.  Title 5 US Code, Chapter 53 & Chapter 55; and

  Title 5 CFR, Part 532 Subpart D paragraph 532.401)

Many supervisors do not realize that they routinely make decisions that affect employees pay.  For example, supervisors regularly make assignments to work overtime, assign employees to work different shifts that may involve premium pay, approve or disapprove payment of environmental pay premiums for exposure to hazardous or difficult working conditions, and assign employees to temporary duties that may carry a temporary promotion and higher pay.   This chapter will address just a few of the many factors that affect civilian pay in the federal service.  The federal pay system is so complex that when in doubt on a pay issue, supervisors should consult with the Staff in the Civilian Personnel Advisory Center (CPAC).

Pay Systems  

The pay systems, schedules, and authorities for fixing the compensation of civilian employees of the United States are many and varied.  However, for practical purposes these pay fixing procedures may be grouped into four categories:  (1) the General Schedule (GS) system, (2) the Senior Executive Service pay system, (3) prevailing rate systems, and (4) other systems, schedules and authorities.  

· General Schedule System – the great majority of employees in clerical, administrative, technical and professional positions fall within the General Schedule system.  Specific coverage is defined in 5 USC, section 5102 and Title 5 CFR, subpart B, part 511.  Generally speaking, this system applies to all employees in the Executive Branch and the District of Columbia except those whose positions are specifically excluded by statute and a number of employees in the judicial and legislative branches whose positions are included by statue.  The Office of Personnel Management (OPM) has final authority to determine whether an employee’s position is covered by the General Schedule system.  Positions of employees who are paid under the GS system must be described and classified in one of the 15 grades of the General Schedule on the basis of the level of difficulty, responsibility, and qualification requirements of the work.  
· Senior Executive Service (SES) – the Senior Executive Service covers many career and a limited number of non-career managers.  These rates are adjusted by an amount determined by the President when comparability adjustments are made in the General Schedule.  The head of the agency determines (in accordance with criteria established by the Office of Personnel Management) at which of the rates of basic pay each appointee under his/her jurisdiction will be compensated.  
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· Prevailing Rate Systems – generally these are the systems by which the pay of employees in recognized trades or crafts or other skilled mechanical crafts or manual labor occupations is fixed and adjusted from time to time as nearly as is consistent with the public interest in accordance with prevailing rates (usually on a locality basis).  The great majority of prevailing rate employees are paid under the federal wage schedules.  
· Other Systems, Schedules and Authorities – there are other systems, schedules, and authorities for fixing the pay of civilian employees, some of which are established by statute, and others which are established administratively within guidelines or limitations established by statute.  Some illustrative examples of these other systems are: the Foreign Service system and the authority for fixing compensation of experts and consultants.
Annual Pay Adjustment  

Most federal employees paid under the General Schedule (GS) receive annual pay comparability adjustments under the Federal Employees Pay Comparability Act of 1990.  This Act introduced a new annual pay setting process that beginning in1994 was designed to gradually raise Federal pay rates to within 5 percent of non-federal rates by the year 2002.  The annual pay comparability adjustments consist of two components: a single nationwide basic pay schedule percentage adjustment and varying adjustments in specific localities.  The nationwide adjustment is based on the Employment Cost Index (ECI).  The locality pay adjustments apply to specific geographical areas within the continental United States.

Fair Labor Standards Act (FLSA)  

An employee/position is either exempt or nonexempt from the provisions of the Fair Labor Standards Act (FLSA).  It is important that managers know which category their subordinate employees fall under, because it impacts on whether employees are entitled to receive overtime compensation and/or compensatory time off.  

· Exempt employees – may work overtime without compensation if they so desire; however, they may not be directed or expected to work overtime without compensation. 

· Non-Exempt employees – must be compensated if they work overtime.  It is the manager’s job to be aware of the hours being worked by all employees, particularly in the case of non-exempt employees.  The manager needs to take positive steps to ensure employees are not performing work outside their regular shift unless the supervisor, or higher level management, has ordered/authorized the work to be done at that particular time.  
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Premium Pay 
Premium pay refers to additional pay authorized by Title 5 US Code for overtime, night, holiday, Sunday work and other types of work.  The Department of Army is authorized to determine an employee’s entitlement to premium pay.  Employees may be paid premium pay only to the extent that the payment does not cause the employees aggregate pay for any pay period to exceed the maximum rate for GS-15.  Compensatory time off may not be granted when payment for the extra work at the overtime rates would be improper.  

· Overtime - The authority to order or approve overtime is delegated to the commander of any activity that employs civilians.  Commanders may designate other officials to act for them in ordering and approving overtime.  Court of claims decisions have held that when employees have been induced by their supervisors to perform overtime in order to effectively complete their assignments, this overtime was held to have been “officially ordered or approved.”  It is necessary in this connection to determine whether an approving official ordered or induced the work to be performed.  

· Night Work – Night work includes any night work performed by an employee during hours for which night shift differential is authorized as part of his or her regularly scheduled administrative work week.  Night shift differential for Federal Wage System (WG) employees is authorized at a rate of 7 ½% over the basic pay rate when a majority of the hours of the shift worked falls between the hours of 3:00PM and midnight (second shift), and a rate of 10% when a majority of the hours of the shift worked falls between 11:00PM and 8:00AM (third shift).  The majority of hours must be in whole numbers.  In an eight-hour shift, it takes five hours to constitute a majority of hours.  Night shift differential is payable for holidays and during periods of leave with pay if the employee would have worked a night shift had the employee been present for duty.  General Schedule (GS) night shift differential pay is authorized at a rate of 10% over the scheduled rate when the actual hours of the regularly scheduled work falls between the hours of 6:00PM and 6:00AM.  This includes periods of absences with pay due to holidays and leave with pay provided such leave is less than eight hours.  

· Holiday Work – Holiday work means non-overtime work performed by an employee during a regularly scheduled daily tour of duty on a designated holiday.  Generally, an employee who performs holiday work is entitled to pay at his or her rate of basic pay, plus premium pay at a rate equal to his or her rate of basic pay for work that does not exceed eight hours.  An employee who works more than eight hours on a holiday is entitled to pay for overtime work at the same rate as for overtime work on other days.  An employee who is assigned to duty on a holiday is entitled to pay for at least two hours of holiday work. 

· Sunday Work – Full-time employees are entitled to pay at their rate of basic pay plus premium pay equal to 25 percent of the basic rate of pay for each hour of Sunday work which is neither overtime work nor work in excess of eight hours.  For 
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employees who work compressed schedules, their entitlement to Sunday pay is for the number of hours they are regularly scheduled to work on Sunday. 

· Environmental Differential and Hazardous Duty Pay  - Environmental Differential Pay (EDP) for Federal Wage System employees and Hazardous Duty Pay (HDP) for white-collar employees is additional pay for exposure to hazards, physical hardships, or working conditions of an unusually severe nature which cannot be eliminated or significantly reduced by preventive measures (e.g. safety equipment, protective clothing, etc.).  Management is responsible for determining whether or not EDP or HDP is warranted.  For positions in bargaining units, EDP and HDP is negotiable. 

· Compensatory Time - Time off with pay in lieu of overtime pay for irregular or occasional overtime work (defined as work that is not part of an employee’s regularly scheduled administrative workweek); or when permitted under an agency’s flexible work schedule program, time off with pay in lieu of overtime pay for regularly scheduled or irregular or occasional overtime work. 

There is no limit on the maximum number of hours of compensatory time an employee may accumulate. However, compensatory time must be used by the end of the 26th pay period after it is earned or it will be paid to the employee at the overtime rate at which it was earned. 

When a DOD employee separates or transfers to another Military Department or Defense agency (i.e., from Army to Navy or from Navy to Air Force), unused compensatory time balances shall be paid at the overtime rate at which it was earned. Employees who change positions but remain within the same Military Department or Defense Agency (i.e., Army to Army or Navy to Navy) will have their compensatory time balance transferred with them. 

Grade and Pay Retention

Employees whose grade or pay would otherwise be reduced as a result of an involuntary personnel action or other personnel actions determined to be in the best interest of the Government, in some cases may have their grade or pay retained.  

The Civil Service Reform Act (CSRA) of 1978 provides that an employee who is placed in a lower grade as a result of reduction-in-force procedures or whose position is reduced in grade as a result of reclassification of the position, is entitled to retain for a period of 2 years, the grade held immediately before that placement or reduction.  For this 2-year period, the retained grade of an employee shall be treated as the grade of the employee’s position for all purposes (including pay and pay administration, retirement and life insurance, and eligibility for training and promotion).  The CSRA also provides the authority for granting an employee indefinite pay retention.  
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QUESTIONS AND ANSWERS 

Q:  How often are employees paid?

A:  Employees are paid biweekly (every two weeks).  

Q:  Are all employees paid for all additional time worked?

A:   No.  Not all employees are eligible for additional compensation.  The employees’ entitlement is dependent upon whether they are exempt (not covered by) or non-exempt (covered by) the provisions of the Fair Labor Standards Act (FLSA).  Also, some employees may elect compensatory time off instead of receiving additional pay.  

Q:   In general, when may eligible GS employees receive overtime pay? 

A:    Overtime work is usually all work in excess of eight hours in a day or in excess of 40 hours in an administrative workweek that management orders or permits an employee to perform. 

Q:  How is overtime pay computed for eligible GS employees? 

A:   Employees whose rate of pay does not exceed the rate of GS-10, Step 1, are entitled to an hourly overtime rate of one and one-half times the hourly rate of their basic compensation.   Employees whose rate of compensation exceeds the rate of GS-10, Step 1 but is below GS-15, Step 10, are entitled to an hourly overtime rate of  basic pay of GS-10, Step 1.  

Q:  When may an individual paid under the Federal Wage System receive overtime pay? 

A:   A Wage Grade employee is entitled to overtime pay for work performed in excess of eight hours a day or in excess of 40 hours in an administrative workweek, whichever is the greater number of overtime hours.  

Q:  How is the overtime pay rate computed for Wage Grade employees?

A:   Wage Grade employees are paid overtime at the rate of one and one-half times the  rate of their basic pay. 

Q:  If an employee or a supervisor has a question about pay, who should be contacted? 

A:  General questions about pay should be referred to a Personnel Specialist in the local Civilian Personnel Advisory Center (CPAC). 
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Q:  What holidays are recognized in federal civil service?

A:   Federal employees get the following legal public holidays off: New Years Day,  Martin Luther King, Jr.’s birthday, Washington’s birthday, Memorial Day, Independence Day, Labor Day, Columbus Day, Veterans Day, Thanksgiving, and Christmas. 

Q:  What happens if a federal holiday falls on a weekend? 

A:  Employees whose basic workweek is Monday through Friday will receive Friday off if the holiday falls on a Saturday and they will get Monday off should the holiday fall on a Sunday.  

Q:  Should a supervisor be concerned with scheduling an employee to travel outside the regularly scheduled work hours? 

A:  Proper scheduling and administrative planning is the answer to the problems of travel pay in many cases.  An employee should not be required to travel on his/her off day in order to be at work at a TDY station early Monday morning to attend a meeting.  It is an imposition upon the employees’ private life that should not be made.  Nevertheless, pay for travel status should not be made so attractive that employees would seek to travel on their off days in order to receive overtime. 

Q:  How does the use of highest previous rate apply when setting an employee’s pay? 

A:   When an employee is re-employed, reassigned, transferred, promoted or changed to a lower grade, the agency “may” fix the pay at any rate of the new grade which does not exceed the employee’s highest previous rate.  

Q:  If the highest previous rate provision does not apply, how is pay set when a promotion is processed? 

A:   An employee who is promoted from one GS job to another GS job is entitled to basic pay at the lowest rate of the higher grade which exceeds his/her existing rate of basic pay by not less than two step increases.  
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