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Grade and Pay Retention

This reference guide provides basic information about the gpplication of grade retention and pay
retention to Genera Schedule and Federal Wage System employees and provides answers to
frequently asked questions.

References

Sections 5361 through 5366 of title 5, United States Code
Title 5, Code of Federal Regulations, Part 536, Grade and Pay Retention

Federd Wage System Operating Manual, Subchapter S9, Grade and Pay Retention Under
the Federal Wage System

Office of the Assistant Secretary of Defense memoranda, February 13, 1987; November 2,
1990; and June 16, 1992, Subject: Grade and Pay Retention

Eligibility

Except when an employeeis placed in alower-graded position as aresult of a
reclassfication process, an employee is digible for grade retention only if he or she has
served for 52 consecutive weeks or more at agrade or grades higher than that of the
position in which placed.

An employeeis digible for grade retention when his or her position has been reclassified a
alower grade only if the position which is being reduced had been classified a a higher
grade(s) for a continuous period of & least one year immediately before the reduction.

An employee whose pay would otherwise be reduced and who is not excluded by
regulation is eigible for pay retention. Such employee is entitled to pay retention under the
circumstances prescribed under “Actions Covered - Pay Retention” on pages 3, 4, and 5 of
thisguide.



Exclusions

Grade and pay retention shall not apply to an employee who:

Moves from a position that is not in an agency as defined in 5 U.S.C. 5102;

Isidentified under 5 U.S.C. 2105(c), except prevailing rate employeesincluded  under 5
U.S.C. 5361;

Isreduced in grade or pay for persond cause or a the employee' s request;

Does not satisfactorily complete the probationary period prescribed by 5
U.S.C. 3321(8)(2) and, as aresult, isremoved from a supervisory or managerial
position; or

Is entitled to receive basic pay under 5 U.S.C. 3594(c) because of removal from the Senior
Executive Service and placement in acivil service position under 5 U.S.C. 3594(b)(2).

Grade retention under 5 CFR 536.103(a)(1) or (b) shall not apply to amember of the
Senior Executive Service or anindividud in apogition subject to the senior-leve pay
authority in 5 U.S.C. 5376 who is placed in a position in acovered pay schedule.

Actions Covered - Grade Retention

Graderetention will be granted to an eligible employee who:

Is placed in alower grade as aresult of reduction-in-force (RIF) procedures,
Isplaced in alower grade as aresult of areclassfication process,

Would be placed in alower grade through reclassification but has held a higher grade(s) for
at least 52 consecutive weeks adthough the position has not been classified at the higher
grade(s) for at least one year;

Is moved from aDoD NAF position to a DoD civil service position under 5 CFR
536.103(c), without a break in service of more than 3 days,

Accepts alower grade at the same or another DoD activity when the employeeis placed in
agtuation which has been determined in advance by the Deputy Assstant Secretary of
Defense (Civilian Personnd Palicy), to be comparable to aRIF;



Actions Covered - Grade Retention (continued)

Is placed through the DoD Priority Placement Program, including those placements resulting
from early regigtration, even though the employee does not have a specific RIF notice.
Note: If the position accepted is not a grade lower than one which has

been offered by the employee’ s activity, grade retention will be granted. If the postionisat a
grade lower than one which has been offered by the activity, grade

retention may be granted, provided management determines that placement in the positionisin
the Government’ s interest.

Would not be affected persondly by aredignment or reduction within hisor her
organization and requests a change to lower grade. If management determines that the
employee' s change to lower grade would result in placement in a more suitable position for
that employee and in alessening or avoidance of the impact of the RIF on other employees,
grade retention will be granted.

In other circumstances, as determined by activities, resulting from personnd actions initiated
by management to further the agency’ s mission, to the extent that the intent of applicable law
and regulaion ismet.

Actions Covered - Pay Retention

Pay Retention will be granted in the following situations:
When the 2-year period of grade retention expires,

When an employee who does not meet the digibility requirement for grade retention is
reduced in grade as a result of areduction-in-force or reclassification process,

When scheduled rates, specia schedules, or specia sdary rates are reduced or diminated
(except for a statutory reduction in scheduled rates of pay under the General Schedule)
including a reduction authorized under section 5305(c) of title 5, United States Code, or a
gatutory reduction in a prevailing rate schedule established under subchapter IV of chapter
53 of title 5, United States Code, and Part 532 of title 5, Code of Federal Regulations,

When an employee is placed into a non-specia rate position or into alower specid rate
position from a specid rate pogtion;

When an employeeis placed in a position in alower wage area or in a position under a
different pay schedule;



Actions Covered - Pay Retention (continued)

When an employeeis placed in aforma employee development program generdly utilized
Governmentwide, e.g., Upward Mobility, Apprenticeship, and Career Intern Programs,

When an employee accepts alower graded position designated in advance by the activity as
being hard-to-fill under criteriasimilar to those used for extending specid rates under 5
CFR 530.303(a) and (b);

When an employee is reduced in grade upon return from an overseas assgnment in
accordance with the terms of a preestablished agreement;

When an employee accepts placement in alower graded position upon return from an
oversess assgnment after being released from the period of service under a current
trangportation agreement due to a management initiated action;

When, after fulfilling at least one year of service, an employee isreleased from aservice
agreement and placed in alower graded position upon return from an overseas assgnment
because of compelling persond reasons of a humanitarian or compassonate nature. (Such
compelling ressons may involve physical or mental hedlth or circumstances beyond the
employee's control.)

When an employeeis placed in alower graded position at the losing activity or any other
DaoD activity after declining an offer to transfer with his or her function to alocation outsde
the commuting area or is being identified with such function but receives no offer a the

gaining adtivity;

When an employee accepts a lower graded position offered by the activity for
nondisciplinary reasons of ill hedlth under criteria amilar to those used in meeting the
respongbilities for selective placement in lieu of disability retirement, asdescribedin 5
CFR 831.1203(a)(4);

When an employee accepts placement in alower graded non-reserve technician job,
without a bregk in service, from an Army or Air Force reserve technician position because
he or she haslogt or is scheduled to lose digibility for the reserve technician postion through
no fault of hisor her own (i.e, “status quo” employee);

When an employee accepts placement in alower graded competitive service position,
without a bregk in service, from a Nationd Guard technician position because he or she has
logt military status through no fault of hisor her own;



When an employee not serving under a mobility agreement, whose job is abolished, accepts
placement in alower graded position within the commuting area, after declining an offer
within the competitive area but outside the commuting ares;

Actions Covered - Pay Retention (continued)

When an employee applies through a forma recruitment program and is selected for a
position at an overseas location. (In such cases, al potentiad applicants must be advised in
writing that pay retention will be offered to sdectees whose pay would otherwise be
reduced if selected for the podition.)

When an employee digible under 5 CFR 536.104(c) is moved from a DoD NAF postion
to aDoD civil service pogtion without abreak in service of more than 3 days,

In other circumstances, as determined by activities, resulting from personnel actionsinitiated
by management to further the agency’s mission, to the extent that the intent of the law and
regulations governing grade and pay retention is met.

Employee Entitlement Under Grade Retention

Period of Grade Retention

An employee entitled to grade retention retains the higher grade for 2 years beginning on the
date the employee is placed in the lower-graded position.

If, during the 2-year period of grade retention, an employee is further reduced in grade
under circumstances aso entitling the employee to grade retention, the employee continues
to retain the previoudy retained grade for the remainder of the first 2-year retention period.
At the end of the first retention period, the employee is entitled to retain the grade of the
position from which the further reduction in grade was made until 2 years have passed from
the date of the further reduction in grade.

Movement Between Different Pay Schedulesor Systems
Compare the representative rates of the grades of the two positions to determine whether
the grade of aposition in one pay schedule or system is lower than, equa to, or higher than
the grade of another position.

Determination of Applicable Rate Schedule



To edtablish the employee srate of basic pay while the employee is entitled to grade
retention, use the schedule which applies, (1) to the geographica areain which the
employeeis actualy assgned; (2) to the occupationd series of the position which the
employee is occupying, and (3) to the retained grade.

Employee Entitlement Under Grade Retention (continued)

Deter mination of Retained Grade

An employee entitled to grade retention retains the grade which he or she hdd immediately
prior to the reduction in grade, even if the employee has moved to a different pay system.

Pay and Pay Administration Under Grade Retention

When an employee is entitled to grade retention, he or she is entitled to have the retained
grade be treated as his or her grade for most purposes, including pay and pay
adminigration, retirement and life insurance, and digibility for training and promaotion. Itis
not used, however, for purposes of gpplying any reduction-in-force proceduresin a
subsequent reduction-in-force.

Determination of Rate of Basic Pay

In most cases, an employee will remain in the same step and continue to receive the same
rate of basic pay. However, if thereis achange in the gpplicable rate schedule when an
employee becomes entitled to grade retention, his or her rate of basic pay is determined as
follows

a Anemployeeisentitled to the greeter of the following:
1) Rate of basic pay held before the movement;

2) Ratefrom the new schedule for same grade/step held before the movement
(e.g., the employee moves to a higher specid sdary rate or wage schedule);

3) Lowest rate from the new schedule for the retained grade which equals or
exceeds the employee’ srate of basic pay before the movement (e.g., the
employee movesto alower specid salary rate or wage schedule).

b. If therate of basic pay to which the employeeis entitled is within the rate range of the
retained grade, the employee will be placed in the step appropriate for thet rate of basic pay. If
it is not within the rate range, the employee will be placed in step 0.



Within-grade I ncreases

During the 2-year grade retention period, an employee is entitled to step increasesin the
retained grade. However, if an employee is placed a step 10 or O because his or her rate
of basic pay (determined under grade retention rules) is at or above the maximum of the rate
range of the retained grade, the employee is not entitled to any further step increases.

Employee Entitlement Under Grade Retention (continued)

Annual Adjusments

An employee who, at the time of an annud pay increase, is receiving arate of basic pay
within the rate range of the retained grade is entitled to receive the new rate for hisor her
grade and step on the new pay schedule. However, if an employeeis receiving aretained
rate of pay outsde the rate range of the retained grade, see “ Annud Adjustments’ under
“Pay Adminigtration Under Simultaneous Grade and Pay Retention” on pages 12 and 13 of
this guide.

Special Rate I ncreases

If there isa gpecid rate increase during the 2-year period of grade retention, the
gpplicability of that increase will be based on the retained grade, using the applicable rate
schedule.

L ocality Pay Entitlement

Retaining GS grade in Federa Wage System position: A Generd Schedule employee under
grade retention placed in a Federal Wage System position is entitled to locdlity pay
(provided the position is located in alocdity pay areg) but, when grade retention terminates
and the employee is under pay retention occupying a Federal Wage System position, he or
shewill lose the locdity pay and hisor her pay will be reduced by the amount of locdity
pay. Termination of locality pay under these circumstancesis not an adverse action.

Retaining GS grade in specia sdary rate position: A General Schedule employee under
grade retention placed in aspecid sdary rate pogtion is digible to recave locdity pay only
to the extent that the amount of the locdity pay for the employee’s grade and step exceeds
the employee' s specid sdary rate. If the specia sdary rate exceeds the GS rate plus the
aoplicable locality pay, the employee is not digible to recaive the locdlity pay. If the specid
sdlary rate does not exceed the GS rate plusthe

aoplicable locdity pay, the employee is digible to recaive only the difference between the
GS rate plus the applicable locdity pay and the specid sdary rate.




Effect of Temporary Promotions

If an employee becomes entitled to grade or pay retention while under a
temporary promotion, the grade and/or rate of basic pay to which the employeeis
entitled is not based on the grade or rate of basic pay held during the temporary
promotion, but rather on the grade and/or rate of basic pay to which the employee
would have been entitled had he or she not been temporarily promoted.

Employee Entitlement Under Grade Retention (continued)

Effect of Temporary Promotions (continued)

If an employeeis dready entitled to grade or pay retention when he or she istemporarily
promoted, the employee’ s entitlement to grade or pay retention is not affected in any way
by the temporary action. It smply continues smultaneoudy asif the employee had not been
temporarily promoted with the employee receiving the greater benefit.

Lossof Eligibility for, or Termination of, Grade Retention

An employee will lose digibility for grade retention if any of the following conditions occurs
a any time after the employee receives written notice of the reduction-in-grade action, but
before the commencement of the 2-year period of grade retention. Also, grade retention
terminates if any of the following conditions occurs after commencement of the 2-year
period of grade retention:

1) The employee has abreak in service of one work day or more;
2) The employeeis demoted for personal cause or at his’her request;

3) Theemployeeisplaced in, or declines a reasonable offer of, a position the grade
of whichisequd to or higher than the retained grade;

4) The employee eectsin writing to terminate the benefits of grade retention.
Note: Any such eectionisirrevocable. Also, it isthe Office of Personnd
Management’ s position that once an employee walves grade retention, the
employee removes management’ s influence over the particular action againg the
employee. Any ensuing loss of pay would be as aresult of an employee’ s request
and no pay retention could be granted even under the agency’ s authority.

Except when the grade retention entitlement results from reduction-in-force procedures or a
reclassfication process, grade retention terminates if the employee failsto enrall in, or



comply with reasonable written requirements established to assure full consderation under a
program providing priority consideration for placement, such as the DoD Priority Placement
Program.

Employee Entitlement Under Grade Retention (continued)

Criteriafor a Reasonable Offer (must meet all of the following requirements)

The offer must be in writing and must include an officid job description of the offered
position;

The offer must inform the employee that an entitlement to grade or pay retention will be
terminated if the offer is declined and that the employee may gpped the reasonableness of
the offer as provided in 5 CFR 536.302;

The offered position must be of tenure equd to or greater than that of the position cregting
the grade and pay retention entitlement;

The offered position must be in an agency, as defined in 5 U.S.C. 5102, dthough not
necessaily in the same agency in which the employee is serving a the time of the offer;

The offered position must be full-time unless the employee’ s position immediatdy before the
change creeting the entitlement was less than full-time, in which case the offered postion
must have awork schedule of no lesstime than that of the position held before the change;

The offered position must be in the same commuting area as the employee' s position
immediately before the offer, unless the employee is subject to amobility agreement
or a published agency policy which requires employee mobility.

Employee Entitlement Under Pay Retention

Determination of Rate of Basic Pay

When an employee becomes entitled to pay retention, or moves to another position while
recaiving pay retention, the employee srate of basic pay immediately prior to eigibility or
movement will be compared with the range of rates of basic pay for the position to be
occupied by the employee.

Employee Entitlement Under Pay Retention (continued)




Determination of Rate of Basic Pay (continued)

The employeeis entitled to the lowest rate of basic pay which equas or exceeds his or her
rate of basic pay immediately prior to the digibility or movement. If the rate of

basic pay can be accommodated in the rate range of the new grade, the employee will be
placed in the step appropriate for that rate, and pay retention does not apply. If thereisno
such rate that equas or exceeds the employee srate of basic pay, then the employeeis
entitled to retain either his or her existing rate of basic pay or 150 percent of the maximum
rate of basic pay payable for the new grade, whichever isless.

Annual Adjustments

An employee who, a the time of an annud pay increase, is receiving pay retention, he or
sheis entitled to 50 percent of the amount of the increase in the maximum rate of basic pay
payable for the grade of the employee' s current position. In other words, the employeeis
entitled to receive 50 percent of the difference between the maximum rate on the previous
schedule and the maximum rate on the new pay schedule. This*adjustment” is added to his
or her exidting retained rate of pay. Note: If the employeeis occupying aspecid sdary rate
position, the previous and new specid sdary rate schedules will be used to calculate his or
her annual increase, rather than the previous and new Genera Schedules.

Increase or Decreasein Wage Schedule

When thereis an increase in the wage schedule, an employee under pay retention is entitled
to receive 50 percent of the amount of the increase in the maximum rate of basic pay
payable for the grade of the employee' s position. This pay adjustment is caculated using
the same method as explained above in “ Annua Adjustments’.

When there is a decrease in the wage schedule, an employee entitled to retained pay will
continue to receive the rate that was in effect prior to the decrease. Thereisno lega
authority for areduction in pay under these circumstances. The only exception iswhen
there is a statutory reduction in scheduled rates. See 5 CFR 536.104(a)(3)(ii). Note:
New employeeswill recelve the lower rates.

Employee Entitlement Under Pay Retention (continued)

L ocality Pay Entitlement

Retained pay in GS position: An employee with retained pay who is occupying a Genera
Schedule position is entitled to receive 100 percent of the locdity pay in addition to his or
her retained rate, provided the position is located in alocality pay area Note: Retained

pay, that is the former rate of basic pay before any deductions and exclusive of additiond
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pay of any kind, does not carry with it any attributes of the position from which it accrued.
A retained rate may accrue from a specid sdary rate position, a Generd Schedule position,
aFederd Wage System position, etc. The type of position makes no difference; dl retained
rates under the General Schedule System are treated in the same way regardless the type of
position held by the employee  before being placed on pay retention.

Retained pay in specid sdary rate postion: An employee with retained pay who is
occupying a pecia sdary rate position is entitled to receive 100 percent of the locdity pay
in addition to his or her retained rate, provided the position islocated in alocdity pay area
When the employee' s unadjusted retained rate (retained pay excluding locdity pay) fdls
within the rate range of the specid sdary rate (that is, when the unadjusted retained rate is
equal to or lower than step 10 of the specid sdary rate), the employee’ spay is st at the
maximum step of the specid sdary rate and pay retention terminates. At that point, it must
be determined whether the employeeis digible to continue receiving locdlity pay. An
employeein aspecid sdary rate postion isdigible to recaive locdity pay only to the extent
that the amount of the locality pay for the employee' s grade and step exceeds the
employee' s specid salary rate. If the specia sdary rate exceeds the GSrate plus the
gpplicable locality pay, the employee is not digible to receive the locdity pay. If the specid
sdary rate does not exceed the GS rate plus the applicable locdity pay, the employeeis
eligible to receive only the difference between the GS rate plus the applicable locdlity pay
and the specid sdary rate.

Lossof Eligibility for, or Termination of, Pay Retention
Eligibility for pay retention, or actua retention of pay, ceases to gpply to any employee who:

1) Hasabresak in service of one workday or more;

2) Isdemoted for personal cause or at the employee’ s request;

3) Isentitled to arate of basic pay which isequa to, or higher than, the employee’'s
retained rate; or

Employee Entitlement Under Pay Retention (continued)

4) Declines areasonable offer of a position the rate of which isequa to, or higher than,
the employe€’ sretained rate.

Pay Entitlement Upon Termination of Pay Retention

If an employee' s entitlement to pay retention is terminated as a result of a demation for
personal cause or ademotion at the employee s request, or it is terminated as aresult of the
employee' s declination of a reasonable offer, the employee s rate of basic pay may be set a
any rate of hisor her grade in accordance with the maximum payable rate rules. See
Subpart B of Part 531 of title 5, Code of Federal Regulations.

11



Pay Administration Under Simultaneous Grade & Pay Retention

Annual Adjustments- General Schedule Employees

If aGenerd Schedule employeeis entitled to grade retention et the sametime he or sheis
entitled to pay retention, the employee would only receive 50 percent of the annua increase
granted at the maximum rate of the retained grade. However, if the employee’ s entitlement
is greater under an authority other than the grade retention provisions, he or sheis entitled to
the greater increase as provided by that authority.

Example

11-15-95: An GS-343-7 employee who is receiving aretained rate of $32,500 under
5U.S.C. 5363 (pay retention) is placed in aGS-343-5 position and is
entitled to smultaneous grade and pay retention. The employeeis entitled
under 5 U.S.C. 5362 (grade retention) to the GS-7 step 10 rate of $30,119.
However, since the entitlement under pay retention of $32,500 is grester,
that entitlement continues.

01-07-96: An annua increaseis effective. Under grade retention, the employee
is entitled to the new GS-7 step 10 rate of $30,726. Under pay retention,
the employee is entitled to 50 percent of the increase in the maximum
rate of hisor her grade. The maximum rate increased from $30,119 to

$30,726, a difference of $607. The employee under pay retention would,

therefore, be entitled to an increase of $304. Since the employee's

entitlement of $32,804 under pay retention ($32,500 plus $304) is greater
than the employee’ s entitlement under grade retention (GS-7 step 10 rate
of $30,726), the employeeis entitled to $32,804.

Pay Administration Under Simultaneous Grade & Pay Retention
(continued)

Annual Adjustments - Federal Wage System Employees

If aFedera Wage System employee is entitled to grade retention at the same time he or she

is entitled to pay retention, the employee is entitled to receive 100 percent of the annual
wage increase granted at the maximum rate of the retained grade. If the employee's

entitlement is greater under an authority other than the grade retention provisions, he or she
is entitled to the greater incresse as provided by that authority.
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L ocality Pay Entitlement

Retaining GS grade in Federd Wage System position: A Generd Schedule employee under
smultaneous grade and pay retention placed in a Federd Wage System position is entitled
to receive 100 percent of the locality pay in addition to hisor her retained rate, provided the
pogition is located in alocality pay area. However, when grade retention terminates and the
employee is under pay retention occupying a Federd Wage System position, he or she will
lose the locdlity pay and his or her pay will be reduced. Termination of locdity pay under
these circumstancesis not an adverse action.

Retaining GS grade in specid sdary rate position: A General Schedule employee under
smultaneous grade and pay retention placed in a specid sdary rate position is entitled to
receive 100 percent of the locality pay in addition to his or her retained rate, provided the
position islocated in alocdity pay area. However, when the employee’ s unadjusted
retained rate (retained pay excluding locality pay) falswithin the rate range of the specid
sdary rate, the employee' s pay is set a the maximum step of the specid sdary rate and pay
retention terminates. At that point, it must be determined whether the employee is digible to
continue recalving locality pay. An employeein aspecid salary rate postion isdigible to
receive locdity pay only to the extent that the amount of the locdity pay for the employee's
grade and step exceeds the employee’ s specia saary rate. If the specid sdary rate
exceeds the GS rate plus the applicable locality pay, the employee is not digible to receive
the locdlity pay. If the special sdlary rate does not exceed the GS rate plus the applicable

Frequently Asked Questions and Answers

locdlity pay, the employeeis eigible to receive only the difference between the GSrate plus
the gpplicable locdlity pay and the specia sdary rate.

1. If aGeneral Schedule employeeisplaced in a Wage Gradejob with grade
retention, is he or she dligibleto continue receiving locality pay?

Y es, an employee retaining an GS grade is entitled to locdity pay, provided the position is
located in alocality pay area. However, once grade retention terminates and the employee is
under pay retention occupying the WG postion, he or she will lose locdlity pay.

2. If aWage Grade employeeisplaced in a General Schedule position with grade
retention, ishe or she eligibleto receive locality pay?

No, awage grade employee on grade retention is sill awage grade employee even though he
or shemay bein an GS pogtion. Once grade retention terminates and the employee is under
pay retention occupying the GS position, he or she will be entitled to locaity pay because he or
she will be abonafide GS employee.
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3. If aWage Grade employeeisplaced in a General Schedule position with pay
retention, ishe or she éligible to receive locality pay?

Y es, an employee under pay retention in an GS position is entitled to locality pay, provided the
position islocated in alocdity pay area. Retained pay, that is the former rate of basic pay
before any deductions and exclusive of additiona pay of any kind, does not carry with it any
attributes of the pogition from which it accrued. A retained rate may accrue from a specid
sdary rate position, an GS position, or a Federal Wage System position. The type of position
makes no difference; al retained rates under the Generd Schedule System are treated in the
same way regardless the type of position held by the employee before being placed on pay
retention.

4. How islocality pay computed for an employee who ison pay retention?

To determine the locdlity rate of pay payable to an employee on pay retention, the retained rete
shall be increased by the authorized percentage for the locdlity pay areain which the employee’'s
officid duty sationislocated. Example GS-11 employee

recelving aretained rate of pay ($48,392); officid duty station located in “Rest of U.S.” pay
areq; authorized locality pay percentage of 4.13 percent.

Frequently Asked Questions and Answers (continued)

Computation: $48,392 (1996 retained rate) x 1.0413 = $50,391 (1996 locdlity rate)

5. Will an employee who is entitled to grade and pay retention lose hisor her current
locality rate of pay when he or sheisinvoluntarily transferred to a different
geogr aphical areawith alower locality-based compar ability payment?

Y es, an employee under grade and pay retention who is transferred (voluntarily or involuntarily)
to adifferent locality pay areais not entitled to retain the higher locality-based comparability
payment. He or shewill be paid the rate for the locdlity pay areato which he or she was
transferred.

6. When comparing the representativerates of an GS position and a Federal Wage
System (FWS) position, should locality pay be consider ed?

No, representative rates are basic rates without augmentation for overtime, night differentid,
post differentia, cost of living alowances, premium pay, or locdity-based comparability
payments. The Generd Schedule or the gpplicable specid sdary rate schedule should be used
when comparing the representative rates of the GS and FWS positions.
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7. 1san employee entitled to graderetention if he or shedeclinesto transfer with his
or her function outside the commuting area and in lieu of separation, isplaced in a
lower graded position?

No, thereisno legd or regulatory provision under which to grant grade retention to an
employeein thisstuation. However, the employee would be entitled to pay retention in
accordance with the DoD policy memorandum dated February 13, 1987, subject: Grade and
Pay Retention.

8. Isaformer DoD employee (GS-11), who was separated on Mar ch 8, 1996, dueto
reduction-in-for ce procedures, and reinstated on March 25, 1996, in a GS-7 position
viathe DoD Priority Placement Program, entitled to grade or pay retention?

No, because the employee has had a break in service of one workday or more, he or sheis not
entitled to grade or pay retention. Under Subpart B of Part 531 of title 5, Code of Federa
Regulations, using the maximum payable rate rules and loca pay-setting directives, the
individud’s pay may be set no higher than the lowest step of the GS-7 which isequal to or
greater than the employee’ s highest previous rate.

Frequently Asked Questions and Answers (continued)

9. If an employee who is scheduled to be separated dueto reduction-in-force
procedures, is offered a vacancy which is below the 3-grade limit that is allowed
through bumping, ishe or she entitled to grade retention?

An employee who is not excluded by regulation and who meets the 52-week requirement
discussed in 5 CFR 536.103(c)(2), is entitled to grade retention if he or sheis placed in alower
graded position as aresult of RIF procedures. The postion to which the employee is demoted
may be at any grade level. However, when the 2 year period of grade retention expires and the
employee becomes entitled to pay retention, he or she will retain either his or her current rate of
basic pay or 150 percent of the maximum rate of basic pay for the employee’s new grade,
whichever isless.

10. If an GM-14 employeeisplaced in an GS-13 position and provided grade
retention, does he or shelosethe GM statusimmediately?

Y es, an GM-14 employee who is placed in an GS-13 position and is entitled to grade retention,
retains the grade of GS-14 but is no longer covered under the merit pay system.

11. SITUATION: A General Schedule employeeisoccupying a Federal Wage

System position with graderetention and he or sheis performing dutiesinvolving
physical hardship (eg., cold work) for which the FWS employees arereceiving an
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environmental differential under 5 CFR 532.511. However, thereisno comparable
provison for the physical hardship in 5 CFR 550.904 which authorizes a hazard pay
differential for GSemployees. QUESTION: During the 2-year period of grade
retention, isthe employee entitled to the environmental differential authorized for
FWS employees?

No, a Generd Schedule employee on grade retention is still an GS employee even though he or
she may be occupying an FWS position. In this Situation, the employee has two options.

Option #1: He or she may waive hisor her entitlement to grade and pay retention, thereby
becoming a bona fide FWS employee, which will render the employee digible for the
environmentd differentia but indigible for locdity pay. Option#2: The employee may
complete the 2-year period of grade retention as an GS employee and continue to receive
locality pay, within-grade increases (if gpplicable), and the annua pay increase approved for GS
employess, but he or she would not be entitled to the environmenta differentia until grade
retention terminated.

Frequently Asked Questions and Answers (continued)

12. How are annual pay adjustments calculated for an employee on smultaneous
grade and pay retention when hisor her basic pay exceeds the maximum rate of the
retained grade?

If aFederal Wage System employee is entitled to grade retention at the sametime he or sheis
entitled to pay retention, the employee receives the full increase granted at the maximum rate of
the retained grade. This differs from the entitlement of a Generd Schedule employee who is
entitled to grade retention at the same time he or she is entitled to pay retention and would only
receive 50 percent of the increase granted at the maximum rate of the retained grade.
However, if an GS or an FWS employee' s entitlement is greater under an authority other than
the grade retention provisions, the employee is entitled to the greater increase as provided by
that authority. (See example on page 12 of thisguide.)

13. If a Federal Wage System employee who wor ks the night shift is placed in another
lower graded FWSjob with graderetention, isheor she entitled to keep the night
differential even though the employee will no longer be working the night shift?

No, an employee is entitled to retain arate of basic pay as determined under the grade retention
rulesin 5 CFR 536.205(a). The “rate of basic pay” isdefined in 5 CFR 536.102 asthe rate of
pay fixed by law or adminigtrative action for the position held by an employee before any
deductions and exclusive of additiona pay of any kind such as night or environmenta
differentidsin the case of a prevailing rate employee. However, if the employee’ s new job
involved regularly scheduled night work, he or she would be entitled to receive anight
differentid in addition to his or her retained rate of basic pay.
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14. If an employeeisreceving aretained rate of pay from an GS-13 non-special
salary rate position while occupying a special salary rate GS-12 position, isthe
employee dligibleto receive locality pay?

Y es, an employee with retained pay who is occupying a specid salary rate postion is entitled to

receive 100 percent of the locality pay in addition to his or her retained rate. For further
explanation, see “Locdity Pay Entitlement” on page 11 of thisguide.
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