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This directive contains policy and procedures for
the recoupment of conversion payment amounts
issued to employes.

1. PURPOSE To establish policy, responsibili-
ties, and procedures to establish, maintain, and
recoup conversion payment amounts issued to em-
ployes.

4. DEFINITIONS.

a. After-the-fact (ATF) pay basis. A meth-
od of payment in which compensation due for a given
pay period is paid to an employe no later than two
weeks after the end of the pay period.2. SCOPE. This directive applies to all employes

of agencies whose payrolls are processed on the
central payroll system by the Central Management
Information Center (CMIC), and who were compen-
sated on a before-th,e-fact pay basis at the begin-
ning of the pay period in which January 1, 1985, fell
with the following exceptions:

a. Instructional-Tenured Employes (Bargaining
Unit D4) employed in the Department of Education.

b. State College Faculty and Administrators
(Bargaining Units Q4 and U4) employed in the State
System of Higher Education,

c. State College and University Administrators
(Bargaining Units 04 and 05) employed in the State
System of Higher Education.

3. OBJECTIVE. To define the actions necessary
to establish, maintain, and recoup conversion pay-
ment amounts issued to employes.
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b. Before-the-fact pay basis. A method of
payment in which compensation due for a given pay
period is paid to an employe on the pay period end-
ing date.

c. ATF conversion status code. A code
maintained on the payroll record of all employes in-
volved in the conversion process which provides the
current status of the conversion payment issued to
each employe. The ATF conversion status codes
and their corresponding descriptions are as follows:

Code Description

C The conversion payment issued to the em-
ploye remains outstanding.

P The conversion payment issued to the
employe has been recouped.
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Code Description

R The actions necessary to recoup the
conversion payment have been initiated by
the agency comptroller.

L The employe was on leave without pay
when the conversion payment was proc-
essed and will be entitled to a conversion
payment upon return to active status.

d. Gross base pay. The base amount of
gross earnings due an employe for a given biweekly
pay period. Gross base pay does not include
additional compensation (overtime, higher classifi-
cation pay, etc.) an employe may be entitled to for
a pay period.

5. POLICY.

a. All before-the-fact employes included in
SCOPE who were in a compensable status at the
beginning of the conversion pay period were issued
a conversion payment on their first regularly sched-
uled pay date in January 1985. The gross amount
of the conversion payment was equal to an
employe’s base gross biweekly pay in effect at the
end of the pay period immediately preceding the
conversion pay period. All normal employe payroll
deductions (voluntary and involuntary) were sub-
tracted from the conversion payment to determine
the net payment due the employe.

b. The conversion payment was issued to
employes in lieu of payment for compensation
earned during the conversion pay period. Before-
the-fact employes received payment for compensa-
tion earned during the conversion pay period and
all subsequent pay periods two weeks after the pay
period ending date (i.e., in the same manner as
employes currently compensated on an after-the-
fact basis) thereby converting them to a true after-
the-fact pay basis.

c. The gross amount of the conversion pay-
ment issued to each employe was permanently
recorded on the payroll record of each before-the-
fact employe and is recoverable by the Common-
wealth upon severance of the employe from state
service. Normally, terminating employes paid on
an after-the-fact basis received their final biweekly

payment for their last pay period worked two weeks
after their termination pay period ending date.
However, since those employes who received a
conversion payment did not miss a pay date during
the course of employment, they are not entitled to
the full amount of the final payment. The conver-
sion payment will be recovered by the Common-
wealth by adjusting the final payment. As a result,
affected employes will receive the difference be-
tween their gross salary at the time of termination
and the gross amount of the conversion payment
recorded on the employe’s payroll record minus
applicable payroll deductions. If the gross amount
of an employe’s final payment is insufficient to
recover the full conversion payment gross amount
or the final payment is not adjusted due to an
administrative error, the conversion payment will be
recoverable from final supplemental payments due
the employe or from the employe’s retirement ac-
count.

d. If adjustments to recoup conversion pay-
ment amounts are made to a terminating employe’s
final payment and the employe subsequently returns
to active employment within 14 calendar days of the
date of termination, the termination action will be
cancelled and processed as a transfer, the con-
version pay recoupment action will be cancelled, the
employe will be rehired, placed on an after-the-
fact payroll, and reissued a conversion payment.
The reissued conversion payment will equal the
gross amount of the conversion payment originally
issued to the employe in January 1985.

e. If adjustments to recoup conversion pay-
ment amounts are made to a terminating employe’s
final payment and the employe subsequently returns
to active employment after 14 calendar days from
the date of termination, the employe will be rehired
and placed on an after-the-fact payroll. The con-
version payment will not be reissued.

f. Before-the-fact employes who are termi-
nated from Commonwealth service and are sub-
sequently reinstated in accordance with a decision
issued by the Civil Service Commission, a labor
arbitration award, or other adjudication will be en-
titled to a conversion payment if the reinstatement
is retroactive to a date preceding the beginning date
of an employe’s conversion pay period and the em-
ployment period continues through the conversion
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is retroactive to a date preceding the beginning date
of an employe’s conversion pay period and the
employment period continues through the conver-
sion pay period ending date. The conversion pay-
ment will be equal to the employe’s base gross pay
in effect at the end of the pay period immediately
preceding the conversion pay period.

6. RESPONSIBILITIES.

a. The Office of Administration, Bureaus of
Personnel and Labor Relations, and the Office
of the Budget, Bureau of Financial Management,
are to jointly coordinate with ICS, comptroller of-
fices, and agency personnel offices, the actions
necessary to recoup conversion payment amounts.

b. The KS, Personnel Management Sys-
tem (PMS), is to maintain in the personnel history
of each employe involved in the conversion, a
transaction which identifies the effective date of
conversion.

c. The ICS, Payroll Section, is to:

(1) Maintain the ATF conversion status
code, hours, and gross on employe payroll
records until the employe terminates Commonwealth
service and the conversion payment is recouped.

(2) Establish validations on the central
payroll system to ensure that final payroll transac-
tions cannot be completed by comptrollers if con-
version payment hours or gross amounts remain
outstanding on an employe’s payroll record.

(3) Prepare quarterly and annual recon-
ciliation reports reflecting the value of conversion
payments recovered during the period and the value
of conversion payments which remain outstanding.

d. Comptrollers are to:

(1) Review termination authorization
transactions prepared by agency personnel offices
and initiate actions necessary to recoup conversion
payment amounts from an employe’s final paycheck.

(2) Ensure that al l  conversion pay
amounts have been recovered before releasing final
supplemental payments to employes and processing
retirement notification transactions.

(3) Review conversion payment reports
produced by ICS Payroll to ensure that information
presented is accurate.

e. Agency personnel offices are to process
termination transactions at least two weeks before
the effective date of termination when an employe
provides sufficient notice.

7. PROCEDURES. The following procedures will
be used to recoup conversion payment amounts.

Procedure 1: Termination Processing - Recoup-
ment of Conversion Payments. Termination
notifications received on time to adjust an em-
ploye’s final payment.

Action By

Employe.

Agency
Personnel.

Comptroller.

Step Action

1. Gives notice of termination or
terminates without notice.

2. Inputs termination transaction
via PET226 (EMPOS transac-
tion selection) screen.

3. Obtains appropriate Electronic
Mail System (EMS) approval via
EMS approval system as soon
as possible.

4. Receives and preaudits
PET226 termination transaction
to determine employe’s conver-
sion payment status.

5. Reviews Payroll Processing
Date Schedule (BFM Report
No. 169) lo determine the ICS
processing date on which the
employe’s final paycheck will
be produced.

6. Initiates the recoupment proc-
ess by creating a 995 earnings
type record (After-the-Fact
Conversion Pay Liability Adjust-
ment Recoupment) via PET226
screen.
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Action By Step Action Action By Step Action

ICS Payrol l .  7.

8.

9.

10.

11.

12.

Comptroller. 13.

14.

Computes the employe’s final
biweekly gross payment (due
two weeks after separation) and
subtracts the amount of conver-
sion payment gross recorded
on the employe’s payroll record.

Processes payment to the em-
ploye for the difference between
the gross amount of the final
payment and the conversion
payment gross.

Assigns an ATF conversion
status code of “P” (paid) to the
employe’s payroll ATF (PET041
- employe after-the-fact data
screen) record.

Prepares a computer produced
notice to the employe explain-
ing the conversion payment ad-
justment made to final payment.

Shows conversion payment ad-
justment transaction on the em-
ploye’s Form STD-905.

Returns processed payrolls to
the comptroller.

Processes final payroll transac-
tions (Payroll Completion Code,
Retirement Notification Code).

Distributes final paycheck, em-
ploye notice, and Form STD-
905 to employe on his or her
regularly scheduled pay date.

a.

b.

C.

d.

Procedure 2: Termination Processing - Recoup-
ment of Conversion Payment. Employe’s final
payment is not adjusted due to administrative
error.

Comptroller. 1. Receives PET226 termination
transaction from agency per-
sonnel via EMS approval sys-
tem.

Comptroller. 2. Determines that the employe’s
final biweekly payment has
been processed and adjust-
ments to recoup conversion
payment amounts were not
made.

3. Takes necessary action to de-
activate employe’s,payroll  rec-
ord and stop production of un-
earned paychecks.

4. Takes the following actions to
stop distribution of the em-
ploye’s final biweekly payment
and to recoup conversion
payment amounts outstanding.
If the final payment has been
issued to the employe, contin-
ues with Step 13.

If the employe has selected
the direct deposit of pay op-
tion, notifies Treasury De-
partment of Automated
Clearing House (ACH) stop
payment request.

If the employe receives
paper checks, locates and
pulls employe’s paycheck.

Deposits paycheck or ACH
return check in the paying
appropriation via Form
STD-419, Refund of Ex-
penditures.

Processes an ATF conver-
sion pay refund transaction
(gross thru net) for the
amount of the final pay-
ment via PBPZOO  (Pay Ad-
justment Transaction Se-
lection) screen. Use a
special factor and code
ZRl (payroll adjustment
increase transaction).

Page 4 of 6



Action By Step Action

Comptroller.

ICS Payrol l .  5.

6.

7.

a.

9.

10.

11.

Comptroller. 12.

13.

e. Initiates the recoupment
process by processing an
ATF conversion pay sup-
plemental via the PBP200
screen. Select screen 07
as an optional screen and
post an “R” in the ATF con-
version status code.

f. The ICS Payroll System will
assign the next available
processing date.

Processes refund transaction
and updates employe’s payroll
record.

Computes the difference be-
tween the gross amount of the
reissued supplemental pay-
ment and the gross amount of
the conversion payment.

Prepares final payment to the
employe for the difference de-
termined in Step 6.

Records an ATF conversion
status code “P” (paid) on the
employe’s ATF payroll record.

Prepares computer produced
letter to the employe explaining
the conversion payment adjust-
ment made to the supplemental
payment.

Shows conversion payment ad-
justment transactions on the
employe’s Form STD-905.

Returns processed payrolls to
the comptroller.

Distributes supplemental pay-
ment, Form STD-905, and let-
ter to employe on his or her
regularly scheduled pay date.

If the final biweekly payment
has been released to the em-
ploye, takes the following ac-
tions to recoup outstanding con-
version payment amounts.

Action By Step Action

Comptroller.

ICS Payroll. 14.

15.

16.

17.

Comptroller. 18.

a. Processes an ATF payroll
refund (gross thru net) for
the gross amount of the
conversion payment out-
standing on the employe’s
payrol l  record via the
PBP200 s c r e e n .  U s e
special factor code ZR2
(salary claim).

b. Establishes an accounts
receivable for the net re-
fund amount.

Processes the refund transac-
tion and updates the employe’s
payroll record.

Records the ATF conversion
status code “P” (paid) on the
employe’s payroll record.

Creates a 995 earnings record
reflecting the ATF conversion
gross pay and ATF conversion
pay hours which were re-
couped.

Returns processed payrolls to
the comptroller.

Determines if additional supple-
mental payments (annual and
sick leave payments, higher
class payments, etc.) are due
to the employe.

a. If additional supplemental
payments are due:

(1) Prepares supplemental
payment and deducts
the amount necessary
to liquidate the ac-
counts receivable.

(2) Deposits the amount
deducted in the paying
appropriation via Form
STD-419.

(3) Closes the accounts
receivable item.
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Actlon By Step Action

Comptroller. (4) Prepares and forwards
to the employe a letter
explaining the conver-
sion payment adjust-
ments made to the sup-
plemental payment.

b. If final supplemental pay-
ments are not due the em-
ploye, not i f ies the em-
ploye, in writing, of his or
her overpayment amount
and follows procedures out-
lined in Management Direc-
tive 215.8, Restitution of
Overpayments, to recover
the outstanding accounts
receivable amount from the
employe’s retirement ac-
count.

8. RESCISSION. This directive rescinds Man-
agement Directive 525.18, Conversion to After-the-
Fact Payroll, dated January 18, 1985.
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