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(1) The position is with the Panama-
nian public entity that assumes the
functions of managing, operating, and
maintaining the Panama Canal as a re-
sult of the Panama Canal Treaty of
1977;

(2) The rate of basic pay of the posi-
tion is not more than 10 percent below
the employee’s rate of basic pay as a
Panama Canal Commission employee;

(3) The position is within the employ-
ee’s commuting area;

(4) The position carries no fixed time
limitation as to length of appointment;
and

(5) The work schedule (that is, part-
time or full-time) of the position is the
same as that of the position held by
the employee at the Panama Canal
Commission.

(c) A Panama Canal Commission em-
ployee who resigns prior to receiving
an official written notice that he or she
will not be offered reasonably com-
parable employment shall be consid-
ered to be voluntarily separated. Sec-
tion 550.706(a) shall be applied, as ap-
propriate, to any employee who resigns
after receiving such notice.

(d) Except as otherwise provided by
paragraphs (a) through (c) of this sec-
tion, the provisions of this subpart re-
main applicable to Panama Canal Com-
mission employees.

[62 FR 49127, Sept. 19, 1997]

Subpart H—Back Pay

AUTHORITY: 5 U.S.C. 5596(c); Pub. L. 100–202,
101 Stat. 1329.

§ 550.801 Applicability.
(a) This subpart contains regulations

of the Office of Personnel Management
to carry out section 5596 of title 5,
United States Code, which authorizes
the payment of back pay, interest, and
reasonable attorney fees for the pur-
pose of making an employee finan-
cially whole (to the extent possible)
when, on the basis of a timely appeal
or an administrative determination
(including a decision relating to an un-
fair labor practice or a grievance), the
employee is found by an appropriate
authority to have been affected by an
unjustified or unwarranted personnel
action that resulted in the withdrawal,

reduction, or denial of all or part of the
pay, allowances, and differentials oth-
erwise due to the employee. This sub-
part should be read together with this
section of law.

(b) This subpart does not apply to
any reclassification action.

[46 FR 58275, Dec. 1, 1981, as amended at 53
FR 18072, May 20, 1988]

§ 550.802 Coverage.
(a) Except as provided in paragraph

(b) of this section, this subpart applies
to employees, as defined in § 550.803 of
this subpart.

(b) This subpart does not apply to—
(1) Employees of the government of

the District of Columbia; and
(2) Employees of the Tennessee Val-

ley Authority.

[46 FR 58275, Dec. 1, 1981]

§ 550.803 Definitions.
In this subpart:
Agency has the meaning given that

term in section 5596(a) of title 5, United
States Code.

Appropriate authority means an entity
having authority in the case at hand to
correct or direct the correction of an
unjustified or unwarranted personnel
action, including (a) a court, (b) the
Comptroller General of the United
States, (c) the Office of Personnel Man-
agement, (d) the Merit Systems Pro-
tection Board, (e) the Equal Employ-
ment Opportunity Commission, (f) the
Federal Labor Relations Authority and
its General Counsel, (g) the Foreign
Service Labor Relations Board, (h) the
Foreign Service Grievance Board, (i) an
arbitrator in a binding arbitration
case, and (j) the head of the employing
agency or another official of the em-
ploying agency to whom such author-
ity is delegated.

Collective bargaining agreement has the
meaning given that term in section
7103(a)(8) of title 5, United States Code,
and (with respect to members of the
Foreign Service) in section 1002 of the
Foreign Service Act of 1980 (22 U.S.C.
4102(4)).

Employee means an employee of an
agency. When the term employee is used
to describe an individual who is mak-
ing a back pay claim, it also may mean
a former employee.
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Grievance has the meaning given that
term in section 7103(a)(9) of title 5,
United States Code, and (with respect
to members of the Foreign Service) in
section 1101 of the Foreign Service Act
of 1980 (22 U.S.C. 4131). Such a griev-
ance includes a grievance processed
under an agency administrative griev-
ance system, if applicable.

Pay, allowances, and differentials
means pay, leave, and other monetary
employment benefits to which an em-
ployee is entitled by statute or regula-
tion and which are payable by the em-
ploying agency to an employee during
periods of Federal employment. Agen-
cy and employee contributions to a re-
tirement investment fund, such as the
Thrift Savings Plan, are not covered.
Monetary benefits payable to separated
or retired employees based upon a sepa-
ration from service, such as retirement
benefits, severance payments, and
lump-sum payments for annual leave,
are not covered.

Unfair labor practice means an unfair
labor practice described in section 7116
of title 5, United States Code, and
(with respect to members of the For-
eign Service) in section 1015 of the For-
eign Service Act of 1980 (22 U.S.C. 4115).

Unjustified or unwarranted personnel
action means an act of commission or
an act of omission (i.e., failure to take
an action or confer a benefit) that an
appropriate authority subsequently de-
termines, on the basis of substantive or
procedural defects, to have been un-
justified or unwarranted under applica-
ble law, Executive order, rule, regula-
tion, or mandatory personnel policy es-
tablished by an agency or through a
collective bargaining agreement. Such
actions include personnel actions and
pay actions (alone or in combination).

[46 FR 58275, Dec. 1, 1981, as amended at 60
FR 47040, Sept. 11, 1995; 64 FR 69178, Dec. 10,
1999]

§ 550.804 Determining entitlement to
back pay.

(a) When an appropriate authority
has determined that an employee was
affected by an unjustified or unwar-
ranted personnel action, the employee
shall be entitled to back pay under sec-
tion 5596 of title 5, United States Code,
and this subpart only if the appropriate
authority finds that the unjustified or

unwarranted personnel action resulted
in the withdrawal, reduction, or denial
of all or part of the pay, allowances,
and differentials otherwise due the em-
ployee.

(b) The requirement for a ‘‘timely ap-
peal’’ is met when—

(1) An employee or an employee’s
personal representative initiates an ap-
peal or grievance under an appeal or
grievance system, including appeal or
grievance procedures included in a col-
lective bargaining agreement; a claim
against the Government of the United
States; a discrimination complaint; or
an unfair labor practice charge; and

(2) An appropriate authority accepts
that appeal, grievance, claim, com-
plaint, or charge as timely filed.

(c) The requirement for an ‘‘adminis-
trative determination’’ is met when an
appropriate authority determines, in
writing, that an employee has been af-
fected by an unjustified or unwar-
ranted personnel action that resulted
in the withdrawal, reduction, or denial
of all or part of the pay, allowances,
and differentials otherwise due the em-
ployee.

(d) The requirement for ‘‘correction
of the personnel action’’ is met when
an appropriate authority, consistent
with law, Executive order, rule, regula-
tion, or mandatory personnel policy es-
tablished by an agency or through a
collective bargaining agreement, after
a review, corrects or directs the correc-
tion of an unjustified or unwarranted
personnel action that resulted in the
withdrawal, reduction, or denial of all
or part of the pay, allowances, and dif-
ferentials otherwise due the employee.

(e)(1) The pay, allowances, and dif-
ferentials paid as back pay under this
subpart (including payments made
under any grievance or arbitration de-
cision or any settlement agreement)
may not exceed that authorized by any
applicable law, rule, regulation, or col-
lective bargaining agreement, includ-
ing any applicable statute of limita-
tions.

(2) An agency may not authorize pay,
allowances, and differentials under this
subpart in any case for a period begin-
ning more than 6 years before the date
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of the filing of a timely appeal, or, ab-
sent such filing, the date of the admin-
istrative determination that the em-
ployee is entitled to back pay, con-
sistent with 31 U.S.C. 3702(b). (See also
§ 178.104 of this chapter.)

(3) For back pay claims dealing with
payments under the Fair Labor Stand-
ards Act of 1938, as amended (29 U.S.C.
207, et seq.), an agency must apply the
2-year statute of limitations (3 years
for willful violations) in 29 U.S.C. 255a.
(See also § 551.702 of this chapter.)

[46 FR 58275, Dec. 1, 1981, as amended at 64
FR 72458, Dec. 28, 1999]

§ 550.805 Back pay computations.
(a) When an appropriate authority

corrects or directs the correction of an
unjustified or unwarranted personnel
action that resulted in the withdrawal,
reduction, or denial of all or part of the
pay, allowances, and differentials oth-
erwise due an employee—

(1) The employee shall be deemed to
have performed service for the agency
during the period covered by the cor-
rective action; and

(2) The agency shall compute for the
period covered by the corrective action
the pay, allowances, and differentials
the employee would have received if
the unjustified or unwarranted per-
sonnel action had not occurred.

(b) No employee shall be granted
more pay, allowances, and differentials
under section 5596 of title 5, United
States Code, and this subpart than he
or she would have been entitled to re-
ceive if the unjustified or unwarranted
personnel action had not occurred.

(c) Except as provided in paragraph
(d) of this section, in computing the
amount of back pay under section 5596
of title 5, United States Code, and this
subpart, an agency may not include—

(1) Any period during which an em-
ployee was not ready, willing, and able
to perform his or her duties because of
an incapacitating illness or injury; or

(2) Any period during which an em-
ployee was unavailable for the per-
formance of his or her duties for rea-
sons other than those related to, or
caused by, the unjustified or unwar-
ranted personnel action.

(d) In computing the amount of back
pay under section 5596 of title 5, United
States Code, and this subpart, an agen-

cy shall grant, upon request of an em-
ployee, any sick or annual leave avail-
able to the employee for a period of in-
capacitation if the employee can estab-
lish that the period of incapacitation
was the result of illness or injury.

(e) In computing the net amount of
back pay payable under section 5596 of
title 5, United States Code, and this
subpart, an agency must make the fol-
lowing offsets and deductions (in the
order shown) from the gross back pay
award:

(1) Any outside earnings (gross earn-
ings less any associated business losses
and ordinary and necessary business
expenses) received by an employee for
other employment (including a busi-
ness enterprise) undertaken to replace
the employment from which the em-
ployee was separated by the unjustified
or unwarranted personnel action dur-
ing the interim period covered by the
corrective action. Do not count earn-
ings from additional or ‘‘moonlight’’
employment the employee may have
engaged in while Federally employed
(before separation) and while erro-
neously separated.

(2) Any erroneous payments received
from the Government as a result of the
unjustified or unwarranted personnel
action, which, in the case of erroneous
payments received from a Federal em-
ployee retirement system, must be re-
turned to the appropriate system. Such
payments must be recovered from the
back pay award in the following order:

(i) Retirement annuity payments
(i.e., gross annuity less deductions for
life insurance and health benefits pre-
miums, if those premiums can be re-
covered by the affected retirement sys-
tem from the insurance carrier);

(ii) Refunds of retirement contribu-
tions (i.e., gross refund before any de-
ductions);

(iii) Severance pay (i.e., gross pay-
ments before any deductions); and

(iv) A lump-sum payment for annual
leave (i.e., gross payment before any
deductions).

(3) Authorized deductions of the type
that would have been made from the
employee’s pay (if paid when properly
due) in accordance with the normal
order of precedence for deductions from
pay established by the agency, subject
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to any applicable law or regulation, in-
cluding, but not limited to, the fol-
lowing types of deductions, as applica-
ble:

(i) Mandatory employee retirement
contributions toward a defined benefit
plan, such as the Civil Service Retire-
ment System or the defined benefit
component of the Federal Employees
Retirement System;

(ii) Social Security taxes and Medi-
care taxes;

(iii) Health benefits premiums, if cov-
erage continued during a period of er-
roneous retirement (with paid pre-
miums recoverable by the retirement
system) or is retroactively reinstated
at the employee’s election under 5
U.S.C. 8908(a);

(iv) Life insurance premiums if—
(A) Coverage continued during a pe-

riod of erroneous retirement;
(B) Coverage was stopped during an

erroneous suspension or separation and
the employee suffered death or acci-
dental dismemberment during that pe-
riod (consistent with 5 U.S.C. 8706(d));
or

(C) Additional premiums are owed be-
cause of a retroactive increase in basic
pay; and

(v) Federal income tax withholdings.

(Note to paragraph (e)(3): See appendix A
to this subpart for additional information on
computing certain deductions.)

(4) Administrative offsets under 31
U.S.C. 3716 to recover any other out-
standing debt(s) owed to the Federal
Government by the employee, as appro-
priate.

(f) For the purpose of computing the
amount of back pay under paragraph
(e) of this section, interest shall be in-
cluded in the amount from which de-
ductions for erroneous payments are
made, as required by § 550.805(e)(2) of
this part.

(g) An agency shall credit annual
leave restored to an employee as a re-
sult of the correction of an unjustified
or unwarranted personnel action in ex-
cess of the maximum leave accumula-
tion authorized by law to a separate
leave account for use by the employee.
The employee shall schedule and use
annual leave in such a separate leave
account as follows:

(1) A full-time employee shall sched-
ule and use excess annual leave of 416

hours or less by the end of the leave
year in progress 2 years after the date
on which the annual leave is credited
to the separate account. The agency
shall extend this period by 1 leave year
for each additional 208 hours of excess
annual leave or any portion thereof.

(2) A part-time employee shall sched-
ule and use excess annual leave in an
amount equal to or less than 20 percent
of the employee’s scheduled tour of
duty over a period of 52 calendar weeks
by the end of the leave year in progress
2 years after the date on which the an-
nual leave is credited to the separate
account. The agency shall extend this
period by 1 leave year for each addi-
tional number of hours of excess an-
nual leave, or any portion thereof,
equal to 10 percent of the employee’s
scheduled tour of duty over a period of
52 calendar weeks.

(h) Agencies must correct errors that
affect an employee’s Thrift Savings
Plan account consistent with regula-
tions prescribed by the Federal Retire-
ment Thrift Investment Board. (See
parts 1605 and 1606 of this title.)

[46 FR 58275, Dec. 1, 1981, as amended at 53
FR 18072, May 20, 1988, and 53 FR 45886, Nov.
15, 1988; 59 FR 66634, Dec. 28, 1994; 64 FR 69178,
Dec. 10, 1999]

§ 550.806 Interest computations.

(a)(1) Interest begins to accrue on the
date or dates (usually one or more pay
dates) on which the employee would
have received the pay, allowances, and
differentials if the unjustified or un-
warranted personnel action had not oc-
curred.

(2) Interest accrual ends at a time se-
lected by the agency that is no more
than 30 days before the date of the
back pay interest payment. No interest
is payable if a complete back pay pay-
ment is made within 30 days after any
erroneous withdrawal, reduction, or de-
nial of a payment, and the interest ac-
crual ending date is set to coincide
with the interest accrual starting date.

(b) In computing the amount of inter-
est due under section 5596 of title 5,
United States Code, the agency shall
reduce the amount of pay, allowances,
and differentials due for each date de-
scribed in paragraph (a) of this section
by an amount determined as follows:
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(1) Divide the employee’s earnings
from other employment during the pe-
riod covered by the corrective action,
as described in § 550.805(e)(1) of this
part, by the total amount of back pay
prior to any deductions;

(2) Multiply the ratio obtained in
paragraph (b)(1) of this section by the
amount of pay, allowances, and dif-
ferentials due for each date described
in paragraph (a) of this section.

(c) The agency shall compute interest
on the amount of back pay computed
under section 5596 of title 5, United
States Code, and this subpart before
making deductions for erroneous pay-
ments, as required by § 550.805(e)(2) of
this part.

(d) The rate or rates used to compute
the interest payment shall be the an-
nual percentage rate or rates estab-
lished by the Secretary of the Treasury
as the overpayment rate under section
6621(a)(1) of title 26, United States Code
(or its predecessor statute), for the pe-
riod or periods of time for which inter-
est is payable.

(e) On each day for which interest ac-
crues, the agency shall compound in-
terest by dividing the applicable inter-
est rate (expressed as a decimal) by 365
(366 in a leap year).

(f) The agency shall compute the
amount of interest due, and shall issue
the interest payment within 30 days of
the date on which accrual of interest
ends.

(g) To the extent administratively
feasible, the agency shall issue pay-
ments of back pay and interest simul-
taneously. If all or part of the payment
of back pay is issued on or before the
date on which accrual of interest ends
and the interest payment is issued
after the payment of back pay is
issued, the amount of the payment of
back pay shall be subtracted from the
accrued amount of back pay and inter-
est, effective with the date the pay-
ment of back pay was issued. Interest
shall continue to accrue on the remain-
ing unpaid amount of back pay (if any)
and interest until the date on which
accrual of interest ends.

[53 FR 18072, May 20, 1988, and 53 FR 45886,
Nov. 15, 1988; 64 FR 69179, Dec. 10, 1999]

§ 550.807 Payment of reasonable attor-
ney fees.

(a) An employee or an employee’s
personal representative may request
payment of reasonable attorney fees
related to an unjustified or unwar-
ranted personnel action that resulted
in the withdrawal, reduction, or denial
of all or part of the pay, allowances,
and differentials otherwise due the em-
ployee. Such a request may be pre-
sented only to the appropriate author-
ity that corrected or directed the cor-
rection of the unjustified or unwar-
ranted personnel action. However, if
the finding that provides the basis for
a request for payment of reasonable at-
torney fees is made on appeal from a
decision by an appropriate authority
other than the employing agency, the
employee or the employee’s personal
representative shall present the re-
quest to the appropriate authority
from which the appeal was taken.

(b) The appropriate authority to
which such a request is presented shall
provide an opportunity for the employ-
ing agency to respond to a request for
payment of reasonable attorney fees.

(c) Except as provided in paragraph
(e) of this section, when an appropriate
authority corrects or directs the cor-
rection of an unjustified or unwar-
ranted personnel action that resulted
in the withdrawal, reduction, or denial
of all or part of the pay, allowances,
and differentials otherwise due an em-
ployee, the payment of reasonable at-
torney fees shall be deemed to be war-
ranted only if—

(1) Such payment is in the interest of
justice, as determined by the appro-
priate authority in accordance with
standards established by the Merit Sys-
tems Protection Board under section
7701(g) of title 5, United States Code;
and

(2) There is a specific finding by the
appropriate authority setting forth the
reasons such payment is in the interest
of justice.

(d) When an appropriate authority
determines that such payment is war-
ranted, it shall require payment of at-
torney fees in an amount determined
to be reasonable by the appropriate au-
thority. When an appropriate authority
determines that such payment is not
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warranted, no such payment shall be
required.

(e) When a determination by an ap-
propriate authority that an employee
has been affected by an unjustified or
unwarranted personnel action that re-
sulted in the withdrawal, reduction, or
denial of all or part of the pay, allow-
ances, and differentials otherwise due
the employee is based on a finding of
discrimination prohibited under sec-
tion 2302(b)(1) of title 5, United States
Code, the payment of attorney fees
shall be in accordance with the stand-
ards prescribed under section 706(k) of
the Civil Rights Act of 1964, as amend-
ed (42 U.S.C. 2000e–5(k)).

(f) The payment of reasonable attor-
ney fees shall be allowed only for the
services of members of the Bar and for
the services of law clerks, paralegals,
or law students, when assisting mem-
bers of the Bar. However, no payment
may be allowed under section 5596 of
title 5, United States Code, and this
subpart for the services of any em-
ployee of the Federal Government, ex-
cept as provided in section 205 of title
18, United States Code, relating to the
activities of officers and employees in
matters affecting the Government.

(g) A determination concerning
whether the payment of reasonable at-
torney fees is in the interest of justice
and concerning the amount of any such
payment shall be subject to review or
appeal only if provided for by statute
or regulation.

(h) This section does not apply to any
administrative proceeding that was
pending on January 11, 1979.

[46 FR 58275, Dec. 1, 1981. Redesignated at 53
FR 18072, May 20, 1988, and 53 FR 45886, Nov.
15, 1988]

§ 550.808 Prohibition against setting
aside proper promotions.

Nothing in section 5596 of title 5,
United States Code, or this subpart
shall be construed as authorizing the
setting aside of an otherwise proper
promotion by a selecting official from
a group of properly ranked and cer-
tified candidates.

[46 FR 58275, Dec. 1, 1981, as amended at 53
FR 18072, May 20, 1988, and 53 FR 45886, Nov.
15, 1988]

APPENDIX A TO SUBPART H OF PART
550—INFORMATION ON COMPUTING
CERTAIN COMMON DEDUCTIONS FROM
BACK PAY AWARDS

To determine the net back payment owed
an employee, an agency must make certain
required deductions. (See § 550.805(e)(3).) To
compute these deductions, an agency must
determine the appropriate base or follow
other rules, consistent with applicable law.
Some deductions, such as tax deductions, are
not subject to OPM regulation. To assist
agencies, this appendix summarizes the rules
for certain common deductions. For further
information on Federal tax deductions from
back pay awards, please contact the Internal
Revenue Service directly or review relevant
IRS publications.

Type of deduction How to Compute the deduction

(a) Mandatory employee retirement contributions ...................... Compute the deduction based on the basic pay portion of
gross back pay before adding interest or applying any offset
or deduction.

(b) Life insurance premiums ........................................................ Compute the deduction based on the basic pay portion of
gross back pay before adding interest or applying any offset
or deduction.

(c) Social Security (OASDI) and Medicare taxes ........................ Compute the deduction based on adjusted gross back pay
(gross back pay less the offset for outside earnings under
§ 550.805(e)(1), but before adding interest). The deduction
may be reduced dollar-for-dollar by the amount of any Social
Security or Medicare taxes that were withheld from erro-
neous payments made in the same calendar year as the
back pay award, but only if—

(1) Those erroneous payments were actually recovered by
the Government by offsetting the back pay award as
provided in § 550.805(e)(2); and

(2) Those withheld taxes have not already been repaid to
the employee.

Note: Social Security taxes are subject to the applicable Social
Security tax wage base limit. In addition, see IRS guidance
regarding possible correction and refunding of Social Secu-
rity and Medicare taxes withheld from erroneous payments
in a prior calendar year.
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Type of deduction How to Compute the deduction

(d) Federal income tax withholdings ........................................... Compute the deduction based on adjusted gross back pay
(gross back pay less the offset for outside earnings under
§ 550.805(e)(1), but before adding interest) less any part of
back pay not subject to income tax deductions, such as non-
foreign area cost-of-living allowances and contributions to
the Thrift Savings Plan that are deducted from the pay of the
employee. The deduction may be reduced dollar-for-dollar by
the amount of any Federal income taxes withheld from erro-
neous payments made in the same calendar year as the
back pay award, but only if—

(1) Those erroneous payments were actually recovered by
the Government by offsetting the back pay award as
provided in § 550.805(e)(2); and

(2) Those withheld taxes have not already been repaid to
the employee.

Note: Additional Federal income tax withholdings from the in-
terest portion of the back pay award may be required by the
Internal Revenue Service in certain specific circumstances.

[64 FR 69179, Dec. 10, 1999]

Subpart I—Pay for Duty Involving
Physical Hardship or Hazard

AUTHORITY: 5 U.S.C. 5545(d), 5548(b).

§ 550.901 Purpose.
This subpart prescribes the regula-

tions required by sections 5545(d) and
5548(b) of title 5, United States Code,
for the payment of differentials for
duty involving unusual physical hard-
ship or hazard to employees.

[56 FR 20344, May 3, 1991]

§ 550.902 Definitions.
In this subpart: Agency has the mean-

ing given that term in 5 U.S.C.
5102(a)(1).

Duty involving physical hardship
means duty that may not in itself be
hazardous, but causes extreme physical
discomfort or distress and is not ade-
quately alleviated by protective or me-
chanical devices, such as duty involv-
ing exposure to extreme temperatures
for a long period of time, arduous phys-
ical exertion, or exposure to fumes,
dust, or noise that causes nausea, skin,
eye, ear, or nose irritation.

Employee means an employee covered
by the General Schedule (i.e., covered
by chapter 51 and subchapter III of
chapter 53 of title 5, United States
Code).

Hazardous duty means duty per-
formed under circumstances in which
an accident could result in serious in-
jury or death, such as duty performed

on a high structure where protective
facilities are not used or on an open
structure where adverse conditions
such as darkness, lightning, steady
rain, or high wind velocity exist.

Hazard pay differential means addi-
tional pay for the performance of haz-
ardous duty or duty involving physical
hardship.

Head of an agency means the head of
an agency or an official who has been
delegated the authority to act for the
head of the agency in the matter con-
cerned.

[56 FR 20344, May 3, 1991, as amended at 59
FR 33416, June 29, 1994; 64 FR 69179, Dec. 10,
1999]

§ 550.903 Establishment of hazard pay
differentials.

(a) A schedule of hazard pay differen-
tials, the hazardous duties or duties in-
volving physical hardship for which
they are payable, and the period during
which they are payable is set out as ap-
pendix A to this subpart and incor-
porated in and made a part of this sec-
tion.

(b) Amendments to appendix A of
this subpart may be made by OPM on
its own motion or at the request of the
head of an agency (or authorized des-
ignee). The head of an agency (or au-
thorized designee) may recommend the
rate of hazard pay differential to be es-
tablished and must submit, with its re-
quest for an amendment, information
about the hazardous duty or duty in-
volving physical hardship showing—

(1) The nature of the duty;
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