
BONNEVILLE POWER ADMINISTRATION

HUMAN CAPITAL MANGEMENT

Portland, Oregon
PERSONNEL LETTER NO.  575-01
DATE:  March 22, 2010
SUBJECT:  Supervisory Differential for the GS Employee Who Supervises Hourly Employees.

PURPOSE

This Personnel Letter 

· Establishes the Bonneville Power Administration’s (BPA) policies and procedures for granting, adjusting and terminating supervisory differentials for General Schedule (GS) employees who supervise hourly employees. 

Revisions
· Places responsibility with BPA’s Human Capital Management (HCM) Internal Operations organization to determine when a supervisory differential is to be paid, adjusted or terminated as a result of staffing or pay changes that can be tracked in HRmis.  (Note:  managers will continue to be responsible for notifying HCM Internal Operations of changes that can not be tracked in HRmis as explained in this Personnel Letter).

· This Personnel Letter supersedes Personnel Letter 575-01, dated November 23, 2009.
POLICY SUMMARY

A supervisory differential is paid to a BPA General Schedule (GS) employee who meets the definition of a supervisor, as defined in this Personnel Letter (PL), and also provides direct, technical supervision for one or more hourly employees when, in the absence of the differential, the hourly employee would be paid more than the supervisory employee.  NOTE:  Employees who retained the GM pay plan code after the Performance Management and Recognition System was terminated in 1993 are included as GS employees.  The payment and the amount of the differential are governed by this PL.
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I. DEFINITIONS

Annual Employee

A BPA employee in a General Schedule (GS) position paid under 5 USC 5332. Employees who retained the GM pay plan code after the Performance Management and Recognition System was terminated in 1993 are included as GS employees.
Basic Pay (see Rate of Basic Pay) 

Continuing Pay

The aggregate of all continuing payments and annual premium pay received by an employee at any one time.  See definitions below for more specific information about “Continuing Pay of Subordinate Hourly Employees” and “Continuing Pay of the Supervisor”.

Continuing Payment
Basic pay and any other form of pay that is paid in the same manner and at the same time as basic pay.  

Continuing Pay of Subordinate Hourly Employees
Includes basic pay, as well as premium pay paid on an annual basis under special authorities, includes the negotiated benefits offset payment made to hourly employees, and includes any other continuing payment.  Continuing pay of subordinate hourly employees does not include night differentials, a retained rate of pay, overtime, environmental differentials, retention, relocation or recruitment incentives, or Sunday or holiday pay.  Before any other type of pay may be considered “continuing pay,” approval must be obtained from the Labor/Management Relations staff.

Continuing Pay of the Supervisor  

Includes basic pay, including a retained rate of pay, and any supervisory differential, premium pay received on an annual basis, and any other continuing payment.  It does not include night, Sunday or holiday premium pay, retention, relocation or recruitment incentives, or hazardous duty differential.

Rate of Basic Pay (also Basic Pay)

The rate of pay fixed by law or administrative action for an employee’s position before deductions and including any special rate, locality-based comparability payments, or similar payment under other legal authority, but excluding pay of any other kind.  It does not include any night shift differentials, environmental differentials, supervisory differentials or a similar payment under other legal authority.

Supervisor
For purposes of this PL, a supervisor is an annual employee who has authority in the interest of the agency to hire, direct, assign, promote, reward, transfer, furlough, layoff, recall, suspend, discipline, or remove employees, to adjust their grievances, or to effectively recommend such action, if the exercise of the authority is not merely routine or clerical in nature, but requires the consistent exercise of independent judgment.  The annual employee needs only to exercise any one of the supervisory authorities listed above to meet the definition of a supervisor provided it involves the consistent exercise of independent judgment.  Therefore, an annual employee might meet this definition even though the employee’s position is not organizationally titled as a supervisor or classified as a supervisor under General Schedule classification guides.  

II.
RESPONSIBILITIES AND AUTHORITIES

A. Managers:

1. Notify Human Capital Management (HCM) Internal Operations (Attachment A) to pay, adjust or terminate a supervisory differential for a subordinate GS employee who is a supervisor, as defined by this PL, and provides direct, technical supervision of an hourly employee when requirement for such action can not be determined by HCM Internal Operations through HRmis reports.  HRmis reports can not identify a GS employee providing direct, technical supervision to hourly employees when the GS employee’s position is not officially classified as supervisory (i.e., positions officially classified as supervisory will be identified with manager code 2 on the BPA staffing list) and the hourly employees are not shown in HRmis as having a direct reporting relationship.  Specific situations requiring manager notification to HCM Internal Operations are:

· Payment of a supervisory differential to a GS employee assigned permanent or temporary responsibility as a supervisor, as defined by this PL, who provides direct technical supervision of at least one hourly employee, but whose position is not identified in HRmis with manager code 2.
· Termination of a supervisory differential for a GS employee whose position is not identified in HRmis with manager code 2, when he/she no longer provides direct technical supervision of an hourly employee that warrants payment of the differential.  For example, (1) the GS employee temporarily or permanently moves to another position where he/she does not have supervision responsibility as described in this PL, or (2) staffing or pay changes for hourly employees under his/her direct technical supervision result in the GS employee’s pay being equal to or greater than the highest paid hourly employee under his/her supervision.
· Adjustment of the supervisory differential, when warranted, due to staffing or pay changes for hourly employees under the direct technical supervision of a GS employee whose position is not identified in HRmis with manager code 2.

· Termination or adjustment of the supervisory differential, as appropriate, due to
a pay change of the GS employee who provides direct, technical supervision of
an hourly employee, but whose position is not identified in HRmis with manager code 2. 

B.
Employees Receiving a Supervisory Differential:

1. Review BPA policy about requirements for adjusting and terminating supervisory differentials in order to be fully cognizant of when such action must be taken.

2. Notify their manager if they are aware that a required adjustment or termination has not been processed by HCM Internal Operations.  This may occur if a change that warrants adjusting or terminating the differential can not be tracked in HRmis and, thereby, is not automatically processed by HCM Internal Operations.  Overpayments that may occur if an adjustment or termination action is not processed in a timely manner, as described in this PL, will require repayment by the employee in accordance with BPA’s debt collection policy and procedures.
C. Chief Human Capital Officer (CHCO), or his/her delegate:

1. Develops policies and procedures to implement use of supervisory differentials.

2. Advises management on the regulations, policy and procedures pertaining to supervisory differentials, including differential eligibility and calculation.

3. Ensures that records of approved differentials are complete.  

4. Identifies employees who will be paid a supervisory differential and notifies them of their entitlement (Attachment B).
5. Monitors changes in staffing and pay of both the non-GS subordinates whose pay established eligibility for a differential and the annual supervisors receiving these differentials in order to adjust or terminate a differential, and notifies the employee receiving the differential regarding the adjustment or termination.
6. Processes personnel actions to pay, adjust or terminate supervisory differentials in a timely manner.

III.
USE OF SUPERVISORY DIFFERENTIALS

Supervisory differentials will be granted to permanent GS (annual) employees who perform direct, technical supervision of hourly employee(s) permanently assigned to them.  Supervisory differentials will also be granted to annual employees who assume temporary qualifying responsibility (promotions/appointments/details) when:  (a) their temporary promotion/appointment/detail will last more than 120 days; and (b) they provide direct, technical supervision of the hourly employee(s) whose salary is used to set the maximum differential rate.  Supervisory differentials will also be granted to qualifying annual supervisors when an hourly employee has been assigned to them on a temporary basis, provided that the assignment will last more than 120 days.

In all cases, if the temporary assignment is initially scheduled to last less than 120 days, but is subsequently extended to cause the situation to exceed more than 120 consecutive days, the supervisor will be paid retroactively to the initial date of eligibility.  The supervisory differential, in all cases, will be equal to that amount which causes the continuing pay of the annual employee to exceed by 3 percent the highest continuing pay of hourly employees to whom he/she provides direct, technical supervision.  This policy is non-discretionary.  The supervisory differential will not be less or more than the amount specified above, except that the annual (dollar) amount and hourly rates (cents) of the supervisory differential will be rounded down.

The continuing pay for the hourly employee, used to calculate the differential, shall normally be based on the hourly employee’s position of record.  However, if the hourly employee is assigned to a temporary set of duties still under the supervision of the qualifying supervisor, with a higher rate of continuing pay, that higher rate shall be used, provided that it is earned for more than 120 days.

A supervisory differential for an annual supervisor who is detailed out of his/her qualifying position of record for two or more pay periods must be adjusted or terminated to reflect his/her new assignment.

No more than one annual employee may be granted a supervisory differential for supervision of the same hourly employee.

When the condition which is the basis for the supervisory differential changes, the differential must be adjusted or terminated, as appropriate.

IV.
DIFFERENTIALS VERSUS BASIC PAY

The supervisory differential is a true differential and cannot be used as part of an employee’s basic pay for any purpose.  A supervisory differential does not affect an employee’s life insurance coverage or annuity, or anything else which is adjusted or impacted by basic pay.  

V.

WHEN SUPERVISOR’S CONTINUING PAY MATCHES OR EXCEEDS THE HOURLY EMPLOYEE’S CONTINUING PAY

A supervisory differential may not be granted in any amount to a supervisor whose continuing pay, not counting the prospective supervisory differential, matches or exceeds the continuing pay of the highest paid subordinate hourly employee.

A supervisory differential must be terminated when the continuing pay of the supervisor, not including the supervisory differential, matches or exceeds the continuing pay of the highest paid hourly employee he/she supervises.  Such a situation may occur for any number of reasons, including an increase in the supervisor’s rate of basic pay as a result of an annual increase in the GS pay rates that include locality-based comparability pay.  The increase in the supervisor’s continuing pay that requires elimination of the supervisory differential may result in the supervisor’s continuing pay being less than the amount received prior to termination of the differential.  The action is required by OPM regulations and there is no flexibility available to BPA to mitigate the impact.

VI.
ADJUSTMENTS TO SUPERVISORY DIFFERENTIALS

A number of staffing and pay actions may require the supervisory differential of a supervisor to be adjusted.  The following are examples of such actions:

· The annual supervisor receives a within grade increase or a promotion;

· The hourly employee(s) receive(s) a negotiated pay adjustment;

· The highest paid hourly employee is transferred, reassigned, detailed, or otherwise leaves his/her position;

· Annual adjustments in the rate of basic pay for the annual supervisor as a result of changes to the GS salary tables that include locality-based comparability pay; or

· The highest-paid hourly employee is on extended leave without pay (not in a pay status), such as OWCP situations.

· Change in duties for either the annual supervisor or the hourly employees that causes the supervisor to no longer meet the regulatory requirement for providing direct, technical supervision to the hourly employee.

When one of the above actions or other actions which impact the continuing pay of the supervisor or the hourly employee (who is used to set the differential) occurs, the differential must be recalculated and the appropriate action must be taken.

HCM Internal Operations is responsible for calculation of supervisory differentials and will monitor any staffing or pay changes that would warrant adjustment of the supervisory differential and initiate an appropriate personnel action (Attachment D).  As described in section II. A., managers of GS (annual) employees who are paid a supervisory differential must ensure that HCM Internal Operations is notified of any changes that can not be tracked in HRmis that would be the basis of adjusting a supervisory differential (Attachment A).
VII.
CALCULATION AND PAYMENT OF SUPERVISORY DIFFERENTIAL

A. A supervisory differential shall be calculated as a percentage of the supervisor’s rate of basic pay or as a dollar amount and shall be paid in the same manner and at the same time as the supervisor’s basic pay (i.e., the differential shall be paid at an hourly rate for each hour during which the supervisor receives basic pay).

B. The amount of a supervisory differential shall not cause the supervisor’s continuing pay to exceed the continuing pay of the highest paid subordinate not under the General Schedule, by more than 3 percent.

C. For the purpose of comparing the continuing pay of a supervisor, whose position is under the GS with the continuing pay of a subordinate whose position is not under the GS, the following payments shall be included in determining the amount of continuing pay received by the supervisor:

1. Basic pay, which includes locality-based comparability pay, also includes a retained rate of pay;

2. Any other continuing payment, except night, Sunday, or holiday premium pay, or a hazardous duty differential under 5 USC chapter 55; and

3. Premium pay paid on an annual basis

D. For the purpose of comparing the continuing pay of a supervisor whose position is under the GS with the continuing pay of a subordinate whose position is not under the GS, the following payments shall be included in determining the amount of continuing pay received by the subordinate:

1. Basic Pay, excluding a night or environmental differential;

2. The negotiated benefits offset payment made to hourly employees,

3. Any other continuing payment, except Sunday or holiday pay; and

4. Premium pay paid on an annual basis.

E. For the purpose of making any of the comparisons required, continuing pay shall be calculated on an annual basis for both the supervisor and the subordinate.

F. Payment of a supervisory differential is subject to the aggregate limitation on pay.

G. Attachment D is the computation worksheet for the supervisory differentials. 

VIII. DETAIL OF ANNUAL SUPERVISOR

Annual employees receive supervisory differentials because they provide direct technical supervision to at least one hourly employee.  If an employee receiving a supervisory differential is detailed out of his/her position of record, his/her supervisory differential must be terminated when the detail lasts more than two pay periods.  Exceptions include the following:

A. He/she is detailed to a position where he/she provides direct, technical supervision to an hourly employee whose continuing pay is equal to or greater than the rate of the hourly employee used to calculate the supervisor’s differential.  If greater, an adjustment will be made to increase the differential, provided that the detail will last more than 120 days.

B. He/she is detailed to a position where he/she provides direct, technical supervision to an hourly employee whose continuing pay is greater than the supervisor’s continuing pay (minus the supervisory differential) but less than the hourly rate used to justify the supervisory differential for the supervisor’s position of record.  In this case, the supervisor’s differential must be adjusted downward (to a maximum continuing pay of 3 percent more than the hourly employee he/she is supervising while on detail), effective at the start of the pay period following the end of the second pay period of the detail.

IX.
CERTIFYING SUPERVISORY DIFFERENTIALS 

The granting, adjustment, and termination of a supervisory differential is a non-discretionary policy at BPA and is driven by personnel actions that trigger payment of the differential.  Regulations require that the determination to pay a supervisory differential, including the amount of the differential, must be reviewed and approved by an official of the agency who is at a higher level than the official who made the initial decision.  This requirement is satisfied since BPA policy mandates the payment and amount of a supervisory differential for all qualified GS employees who exercise supervisory responsibility as defined by this PL.  
The certification for payment of a supervisory differential is the memorandum from the Manager, HCM Internal Operations (Attachment B) that documents regulatory and policy compliance and is filed in the employee’s Official Personnel Folder.  This certification must also occur when the supervisory differential is adjusted (Attachment B).

X. PROCESSING DIFFERENTIALS

A. HCM Internal Operations will initiate all actions for payment, adjustment or termination of a supervisory differential that can be identified through HRmis. When requirement to pay a supervisory differential can not be identified through HRmis, a notification memorandum (Attachment A) must be generated by the line organization to cover the initial establishment of a supervisory differential.  The effective date for payment of the supervisory differential will be as of the date of initial eligibility, typically the start of a pay period.  Failure to identify in a timely manner the eligibility for a supervisory differential is not a basis for delaying the effective date for payment of the supervisory differential.  In such cases, the differential will be paid retroactive to the initial date of eligibility.  HCM Internal Operations will document the calculation and place such documentation on the left side of the employee’s Official Personnel Folder.  Line management will not be required to initiate any paperwork for adjustment or termination of a supervisory differential, unless a change that is the basis for the adjustment or termination of the differential can not be tracked in HRmis.  In such cases, the manager must submit a notification memo to HCM Internal Operations (Attachment A).

B. HCM Internal Operations must verify the basis for and the calculation of the differential, prior to granting the differential.  Calculations for supervisory differentials and processing of the personnel action should take no longer than one pay period from the time HCM Internal Operations generates the certification memorandum (Attachment B).  The effective date of the differential is addressed in the preceding paragraph. 
C. A supervisory differential may not cause the continuing pay of a supervisor to exceed the continuing pay of the subordinate hourly employee by more than 3 percent for more than 30 calendar days.  As soon as the supervisory differential causes the supervisor’s pay to exceed the 3 percent maximum, HCM Internal Operations must notify the employee who receives a supervisory differential, through the employee’s manager, of the required change (Attachment C), and process the change.  The effective date of the change will be at the beginning of the pay period that begins on or after the date that the supervisory differential would otherwise cause the supervisor’s pay to exceed the 3 percent maximum.

D. Except as noted in the next paragraph, when a supervisor is no longer eligible for a supervisory differential, HCM Internal Operations will terminate the supervisory differential no later than at the beginning of the first full pay period that is on or after the date that the action which requires the termination and notify the employee, through the employee’s manager, that the differential is terminated (Attachment C).

E. When a supervisory differential has been granted because of a temporary promotion, it must be terminated on the same day that the temporary promotion ends.

F. In the event of the required adjustment of the differential to a higher dollar amount (because of BPA’s non discretionary policy), HCM Internal Operations will effect the adjustment no later than at the beginning of the first full pay period that begins on or after the effective date of the action which requires the adjustment.

G. In the event that retroactive wage increases are effective for hourly employees, qualifying supervisors will receive, or have adjustments made to, their supervisory differentials retroactive to the beginning of the first full pay period that starts on or after the effective date of the wage increase.

H. The responsibility and accountability for ensuring the employees receiving a supervisory differential are not overpaid rests with HCM Internal Operations, in conjunction with managers who have responsibility for notifying HCM Internal Operations when required action can not be tracked in HRmis.  HCM Internal Operations will continually monitor all staffing and pay actions in units where an employee is receiving a supervisory differential in accordance with current guidelines by Office of Personnel Management and BPA policy.
I. Overpayments that may occur if an adjustment or termination action is not processed in a timely manner, as described in this PL, will require repayment by the employee in accordance with BPA’s debt collection policy and procedures.
J. SF 50’s must be generated any time there is a change in the amount of the supervisory differential.

K. The Notification of Personnel Action (SF 50) has blocks for basic pay and supervisory differentials.  Block 45 (“Remark”) will contain the following statement:  Salary in Block 20 includes a supervisory differential of $______.  The SF 50 should reflect the amount of supervisory differential.

L. Individuals who are granted the supervisory differential must be notified in writing by HCM Internal Operations (Attachment B) that the supervisory differential is not a part of their basic pay and may be terminated for any number of reasons.  A link to or copy of this Personnel Letter will be included with the notification memo.

XI.
REFERENCES

· 5 U.S.C. Chapter 55 and subchapter V

· 5 U.S.C. Section 5363

· 5 U.S.C. Section 5545(c)

· 5 U.S.C.  Section 5755

· 5 CFR, Part 530, Subpart B, Aggregate Limitation on Pay

· 5 CFR, Part 575, Subpart D, Supervisory Differentials

Roy B. Fox

Chief Human Capital Officer

4 Attachments:

Attachment A - Sample Notification Memo from Manager
Attachment B - Sample Memo Notifying Employee Receiving Supervisory Differentials

Attachment C - Sample Differential Adjustment/Termination Memo

Attachment D - Supervisory Pay Differential Computation Worksheet

Attachment A - Sample Notification Memo from Manager
Date:

FROM:
(Manager of GS employee who requires payment/adjustment/termination of a supervisory differential).

SUBJECT:
Supervisory Differential

TO: 

Manager, HCM Internal Operations
(THIS MEMO IS USED WHEN PAYMENT, ADJUSTMENT OR TERMINATION OF A SUPERVISORY DIFFERENTIAL CAN NOT BE TRACKED BY HUMAN CAPITAL MANAGEMENT.   ONLY ADDRESS ONE OF THE FOLLOWING (A, B, or C) IN THE NOTIFICATION MEMO):
A. (Insert: Employee’s Name) has been assigned responsibility as a supervisor, as defined by Personnel Letter 575-01, and performs direct, technical supervision of an hourly employee, (insert all: hourly employee’s name, position number, series/title, and hourly rate of pay).  Supervisory responsibility has occurred due to (choose one: selection/promotion/temporary promotion/detail/change in duties) for/to the position of (insert all: position title, position series/grade/and step, position number).  This assignment warrants the payment of a supervisory differential.

Or
B. The supervisory differential for (insert: Employee’s Name) needs to be adjusted as a result of a staffing change that can not be tracked in HRmis.  The new basis for paying the differential is his/her position of (insert all: position title, position series/grade/and step, position number) and performing direct technical supervision of (insert all: hourly employee’s name, position number, series/title/and hourly rate of pay).

Or

C. The supervisory differential for (insert: Employee’s Name) must be terminated for the following reason:  (identify the reason for terminating the differential).
____________________________________

_______________

Manager’s Signature





Date

____________________________________



Manager’s Title

Attachment B - Sample Memo Notifying Employee Receiving Supervisory Differentials

Date:

FROM:

Manager, HCM Internal Operations
SUBJECT:
Notification of Supervisory Differential

TO:


(Employee Receiving Supervisory Differential)

THRU:

(Supervisor of Employee Receiving Supervisory Differential)

This is to inform you that you are entitled to payment of a supervisory differential in accordance with BPA policy described in Personnel Letter (PL) 575-01.  Please be aware that the supervisory differential is not part of your basic pay and will be adjusted or terminated, as warranted, if a change in the employment relation that was the basis for payment of the differential occurs, such as:

1.
Loss of employee in hourly position;

2.
Change in the hourly employee’s hourly rate; and

3.
Your pay, as a supervisor, increases or exceeds the pay of the highest paid hourly employee you supervise.

Employees are only entitled to receive the differential as long as their pay is less than the highest paid hourly employee for which they provide direct technical supervision.  HCM Internal Operations will monitor changes or, in certain cases, receive notification from managers or employees paid a supervisory differential, of changes in workforce staffing to determine when the differential must be adjusted or terminated.
Overpayments that may occur if an adjustment or termination action is not processed timely will require repayment by the employee in accordance with BPA’s debt collection policy and procedures.
You will be notified in writing if a change that affects payment of the supervisory differential occurs and the appropriate action that will be taken. 

___________________________________________


_________________
Manager, HCM Internal Operations Signature



Date

(or his/her designee)

Certifies regulatory and policy compliance

ATTACHMENT:  Personnel Letter No. 575-01, Supervisory Differential for the GS Employee Who Supervises Hourly Employees

Attachment C - Sample Differential Adjustment/Termination Memo

Date:

FROM:

 Manager, HCM Internal Operations
SUBJECT:
Adjustment or Termination of Supervisory Differential

TO: 


(Employee Receiving a Supervisory Differential)
THRU:
(Manager of Employee Whose Supervisory Differential Will Be Adjusted/Terminated).

This is to inform you that your supervisory differential is being (check the appropriate box) □ adjusted to $______________ bi-weekly, or □ terminated because of the following reason(s):
_____________________________________________________________________________

_____________________________________________________________________________

_____________________________________________________________________________.

_____________________________________


_______________

Manager, HCM Internal Operations Signature


Date

(or his/her designee)

Certifies regulatory and policy compliance
Attachment D - Supervisory Pay Differential Computation Worksheet

	Supervisor’s Name:
	

	Reason for Computation:
	

	Effective Date:
	


	GS Supervisor’s Basic Pay (GS-_____/_____ ) 
	$
	
 
	pa

	Add any Continuing Pay (e.g., locality pay)
	+
	
	

	=
	$
	
	[1]*


Title and Pay of Highest Paid Hourly Employee Supervised:

	
	/$
	Ph x 3.16%
	
	+p/hr=
	


(Note: include benefit offset if applicable: 3.16%.  Round up if .005 or greater; round down if less than less than .005)

Calculation:

	Hourly Pay: $
	
	ph
	(Do not use retained or GS rates)

	(Including benefits offset)
	
	
	

	X 2087  = $
	
	pa
	(If < (#1), STOP no differential allowed)

	X103%  =
	
	[2]*
	(Round down to whole dollar)

	*[2]  $
	
	
	Supervisor’s New Adjusted Pay

	*[1]  -
	
	
	(Supervisor’s Base = Other Continuing Pay)

	=  $
	
	
	Supervisory Differential

	$
	
	
	Divide Supervisory Differential by 2087

	=  $
	
	
	Multiply by 80 hours (round down)

	=  $
	
	
	Bi-weekly amount
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