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What is the Purpose of the Net Pay Bonus Feature?

The purpose of the Net Pay Bonus feature in the PR module is to allow you to create special bonus paychecks where the bonus is based on Net Pay rather than Gross Pay.
Net Pay Bonuses are not recommended!

Net pay bonuses are good as far as intent goes.  However, they are another in a long list of examples that have associated costs that go unnoticed.  These costs far outweigh their benefit in that there are more reasonable alternatives to achieve the same purpose.

· Complex and Time-Consuming.  Few local governments have the capability of “efficiently” creating a net pay bonus paycheck because it requires a backward calculation that starts with Net Pay and ends with Gross Pay.  This gets a lot more complex and time-consuming when you consider each employee has his or her own set of benefits and deductions that affect the Gross to Net calculation in different ways.
· Inequities.  Unless the net pay bonus calculation is carefully controlled, inequities are inevitable.  The more deductions an employee has, the more benefit he or she gets.  For example, the employee might have an arbitrarily high federal and/or state withholding deduction which gives that employee extra bonus money.
· Reasonable Alternative.  A simple and more equitable alternative to the net pay bonus is to take the “net pay bonus” amount the governing body wants to provide to employees, add 30 percent (or more, or less) for average deductions.  The resulting amount would be the Gross Pay for each employee’s bonus paycheck.  Some employees will get a little more than the “net pay bonus” amount, some will get a little less.

Before You Get Started
Before you can use the Net Pay Bonus feature you must:

· Create a pay type named Net Pay Bonus (must be typed exactly as shown).

Suggestion: Keep it simple by charging the bonus paychecks to a single fund (e.g., 100 percent to General Fund, General Government, Salaries and Wages).

· Assign the Net Pay Bonus pay type to each employee who will receive a bonus paycheck.
Important: Set the unit rate to $1 (one dollar).

How to Get Started
To use the Net Pay Bonus feature follow these steps:

· Step 1:  Select GS/Net Pay Bonus – Pay Calculation.

· Step 2:  Enter the Net Pay Bonus paycheck issue date.
Do not use a paycheck issue date that has been (or will be) used for any other paychecks.

· Step 3:  Enter the Net Pay Bonus amount.  This is the amount of net pay you wish to give to the employee.

· Step 4:  Select an employee.

The computer will perform a backward calculation and show the resulting paycheck information.

· Step 5:  Review the paycheck information.

If you are satisfied with the paycheck:  Proceed to the next step.

If you are NOT satisfied with the paycheck:

a) You can Cancel without any paycheck being created.

b) You can un-check one or more miscellaneous benefits/deductions and click on Re-Calculate Paycheck.

c) DO NOT change any dollar amounts in the boxes.  Your only option is to remove a miscellaneous benefit or deduction entirely.

d) If you are still not satisfied with the paycheck, click on Cancel and contact technical support for assistance.

· Step 6:  To create a Net Pay Bonus paycheck record, click on Create Paycheck Record.  This will create a regular paycheck record much like a normal paycheck.
Before you Print the paycheck, you can still delete it using PR/Paychecks - Create New And Edit Old Records.  However, you cannot edit a Net Pay Bonus paycheck record.
· Step 7:  At this point, you can View, Print, and Post the paycheck like any other paycheck.

Net Pay Bonus Rules
· Miscellaneous Deductions are included in the Net Pay Bonus only if the frequency for the related benefit/deduction is All (i.e., applies to all paychecks).

· The bonus is assumed to be subject to federal withholding, state withholding, social security, and medicare.
· By default, 20 percent is used for federal withholding, 5 percent for state withholding.


