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Preface

Intended Audience

Welcome to Release 12.2 of the Oracle Human Resources Management Systems
Compensation and Benefits Management Guide (New Zealand).

This guide assumes you have a working knowledge of the following;:

e The principles and customary practices of your business area

¢ Oracle Human Resources Management Systems (HRMS)

Oracle HRMS is a major component of the Oracle E-Business Suite of applications.

If you are unfamiliar with Oracle HRMS, then Oracle suggests that you attend one

or more of the Oracle HRMS training classes available through Oracle University.
* The Oracle Applications graphical user interface

To learn more about the Oracle Applications graphical user interface, read the

Oracle E-Business Suite User’s Guide.

See Related Information Sources on page xxii for more Oracle E-Business Suite product
information.

Documentation Accessibility

For information about Oracle's commitment to accessibility, visit the Oracle
Accessibility Program website at http://www.oracle.com/pls/topic/lookup?
ctx=acc&id=docacc.

Access to Oracle Support

Oracle customers that have purchased support have access to electronic support
through My Oracle Support. For information, visit http://www.oracle.

XXi


http://www.oracle.com/pls/topic/lookup?ctx=acc&id=docacc
http://www.oracle.com/pls/topic/lookup?ctx=acc&id=docacc

Structure

com/pls/topic/lookup?ctx=acc&id=info or visit http://www.oracle.com/pls/topic/lookup?
ctx=acc&id=trs if you are hearing impaired.

General Compensation Structures

Salary and Grade Related Pay and Progression
Compensation and Awards Management

Leave and Absence Management

Setup for Health and Welfare Management
Administration for Health and Welfare Management
Payroll Earnings and Deductions

Savings and Retirement

HRMS Glossary

NG h, WDNPER
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xxii

Oracle HRMS shares business and setup information with other Oracle Applications
products. Therefore, it is advised that you reference other user guides and
implementation guides when you set up and use Oracle HRMS.

Guides Related to All Products
Oracle E-Business Suite User’s Guide

This guide explains how to navigate, enter and query data, and run concurrent requests

using the user interface (UI) of Oracle E-Business Suite. It includes information on

setting preferences and customizing the UL In addition, this guide describes
accessibility features and keyboard shortcuts for Oracle E-Business Suite.

Oracle Application Framework Personalization Guide

This guide covers the design-time and run-time aspects of personalizing applications

built with Oracle Application Framework.

Oracle E-Business Suite Maintenance Guide

This guide contains information about the strategies, tasks, and troubleshooting
activities that can be used to help ensure an Oracle E-Business Suite system keeps
running smoothly, together with a comprehensive description of the relevant tools and

utilities. It also describes how to patch a system, with recommendations for optimizing

typical patching operations and reducing downtime.
Oracle E-Business Suite Security Guide

This guide contains information on a comprehensive range of security-related topics,
including access control, user management, function security, data security, and
auditing. It also describes how Oracle E-Business Suite can be integrated into a single
sign-on environment.

Oracle E-Business Suite Setup Guide



This guide contains information on system configuration tasks that are carried out
either after installation or whenever there is a significant change to the system. The
activities described include defining concurrent programs and managers, enabling
Oracle Applications Manager features, and setting up printers and online help.

Oracle E-Business Suite Flexfields Guide

This guide provides flexfields planning, setup, and reference information for the Oracle
E-Business Suite implementation team, as well as for users responsible for the ongoing
maintenance of Oracle E-Business Suite product data. This guide also provides
information on creating custom reports on flexfields data.

Guides Related to This Product
Oracle Human Resources Management Systems Implementation Guide

Learn about the setup procedures you need to carry out to implement Oracle HRMS
successfully in your enterprise.

Oracle Human Resources Management Systems Confiquring, Reporting, and System
Administration Guide

Learn about extending and configuring Oracle HRMS, managing security, auditing, and
information access.

Oracle Human Resources Management Systems Enterprise and Workforce Management Guide

Learn how to use Oracle HRMS to represent your enterprise. This includes setting up
your organization hierarchy, recording details about jobs and positions within your
enterprise, defining person types to represent your workforce, and also how to manage
your budgets and costs.

Oracle Human Resources Management Systems Workforce Sourcing, Deployment, and Talent
Management Guide

Learn how to use Oracle HRMS to represent your workforce. This includes recruiting
new workers, developing their careers, managing contingent workers, and reporting on
your workforce.

Oracle Human Resources Management Systems Payroll Processing Management Guide

Learn about wage attachments, taxes and social insurance, the payroll run, and other
processes.

Oracle Human Resources Management Systems Compensation and Benefits Management
Guide

Learn how to use Oracle HRMS to manage your total compensation package. For
example, read how to administer salaries and benefits, set up automated grade/step
progression, and allocate salary budgets. You can also learn about setting up earnings
and deductions for payroll processing, managing leave and absences, and reporting on
compensation across your enterprise.

Oracle Human Resources Management Systems FastFormula User Guide

Learn about the different uses of Oracle FastFormula, and understand the rules and
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techniques you should employ when defining and amending formulas for use with
Oracle applications.

Oracle Self-Service Human Resources Deploy Self-Service Capability Guide

Set up and use self-service human resources (SSHR) functions for managers, HR
Professionals, and employees.

Oracle Human Resources Management Systems Window Navigation and Reports Guide

This guide lists the default navigation paths for all windows and the default reports and
processes as they are supplied in Oracle HRMS.

Oracle Performance Management Implementation and User Guide

Learn how to set up and use performance management functions. This includes setting
objectives, defining performance management plans, managing appraisals, and
administering questionnaires.

Oracle Succession Planning Implementation and User Guide

Learn how to set up and use Succession Planning functions. This includes identifying
succession-planning requirements, using talent profile, organization chart, suitability
analyzer, and performance matrices.

Oracle Human Resources Management Systems Approvals Management Implementation Guide

Use Oracle Approvals Management (AME) to define the approval rules that determine
the approval processes for Oracle applications.

Oracle iRecruitment Implementation and User Guide

Set up and use Oracle iRecruitment to manage all of your enterprise's recruitment
needs.

Oracle Learning Management Implementation Guide

Learn how to implement and configure Oracle Learning Management (OLM).

Oracle Learning Management User Guide

Use Oracle Learning Management to accomplish your online and offline learning goals.
Oracle Time and Labor Implementation and User Guide

Learn how to capture work patterns, such as shift hours, so that this information can be
used by other applications, such as General Ledger.

Oracle Labor Distribution User Guide

Learn how to maintain employee labor distribution schedules, distribute pay amounts,
encumber (commit) labor expenses, distribute labor costs, adjust posted labor
distribution, route distribution adjustment for approval, and manage error recovery
processes. You also learn how to set up effort reporting for Office of Management and
Budget (OMB) compliance.



Integration Repository

The Oracle Integration Repository is a compilation of information about the service
endpoints exposed by the Oracle E-Business Suite of applications. It provides a
complete catalog of Oracle E-Business Suite's business service interfaces. The tool lets
users easily discover and deploy the appropriate business service interface for
integration with any system, application, or business partner.

The Oracle Integration Repository is shipped as part of the Oracle E-Business Suite. As
your instance is patched, the repository is automatically updated with content
appropriate for the precise revisions of interfaces in your environment.

Do Not Use Database Tools to Modify Oracle E-Business Suite Data

Oracle STRONGLY RECOMMENDS that you never use SQL*Plus, Oracle Data
Browser, database triggers, or any other tool to modify Oracle E-Business Suite data
unless otherwise instructed.

Oracle provides powerful tools you can use to create, store, change, retrieve, and
maintain information in an Oracle database. But if you use Oracle tools such as
SQL*Plus to modify Oracle E-Business Suite data, you risk destroying the integrity of
your data and you lose the ability to audit changes to your data.

Because Oracle E-Business Suite tables are interrelated, any change you make using an
Oracle E-Business Suite form can update many tables at once. But when you modify
Oracle E-Business Suite data using anything other than Oracle E-Business Suite, you
may change a row in one table without making corresponding changes in related tables.
If your tables get out of synchronization with each other, you risk retrieving erroneous
information and you risk unpredictable results throughout Oracle E-Business Suite.

When you use Oracle E-Business Suite to modify your data, Oracle E-Business Suite
automatically checks that your changes are valid. Oracle E-Business Suite also keeps
track of who changes information. If you enter information into database tables using
database tools, you may store invalid information. You also lose the ability to track who
has changed your information because SQL*Plus and other database tools do not keep a
record of changes.
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General Compensation Structures

General Compensation Structures Overview

Using Oracle HRMS, you have all the flexibility you need to model your compensation
and benefit packages. You decide exactly what information you want to hold for
compensation management and, if you require it, for payroll processing.

This overview outlines the generic concepts and procedures for setting up
compensation. However, there are additional considerations for salaries, absences and
PTO accruals, benefit plans, collective agreements, and setting up earnings and
deductions for payroll processing. These are covered in other areas.

Elements: Define - Administer - Process

Define

Administer

Element is an Oracle HRMS term for the components of a compensation and benefits
package, such as salary, PTO accrual plan, and health plan. By defining elements, you
can structure information relating to employees' compensation and benefits in a highly
flexible way.

First, you define elements, then you administer and process them.

Definition includes rules about valid compensation values, who can receive the
elements, and how they are processed. You define elements, and associated rules and
formulas, as part of your Oracle HRMS implementation. You can define new elements
and make certain changes to existing definitions at any time.

When definition is complete, you administer compensation and benefits by making
element entries for your employees. You can quickly record earnings, deductions, time
worked and other information by entering elements in batches.

General Compensation Structures 1-1



Process

You process earnings and deductions by running payrolls. The payroll run
automatically uses the calculations you have written as formulas, and uses other rules
(such as processing frequency) that you have defined.

Compensation Objects

For most benefits and some types of compensation, you define compensation objects as
well as elements. You can define a hierarchy of compensation objects, optionally
starting with programs at the highest level, to represent a package of benefits you offer,
followed by plan types, plans, and options. A plan type is a category of plans, such as a
medical plan type. A plan is a specific offering, such as a bonus or a dental plan, and an
option is an electable choice within a plan, such as 1 x Salary.

If you use SSHR, defining compensation objects enables you to delegate tasks such as
the allocation of salary increases or bonuses to line managers, by issuing budgets.
Employees can use self-service to enter voluntary contributions, such as savings plans,
or charitable donations. They can also manage their own enrollments in benefit plans,
while the back-office maintains control of the plan's administration.

If you use iRecruitment, defining compensation objects enables your hiring or line
managers to assign benefits components to eligible applicants when they create or
update offers. For example, you can set up plans such as car and relocation.

To speed up implementation, you can use Plan Design Copy to copy a plan or program
and all its associated definitions, then you can configure these to create a new plan or
program.

Eligibility Profiles
If you have defined compensation objects, you manage participation by defining
eligibility profiles and attaching them to the appropriate level of the hierarchy. You can
define several profiles for each object, and each profile can contain both required and
optional criteria. For example, the profile could specify that eligible employees must
work full time, and either have been employed for at least two years, or be assigned to a
manager grade.

Activity Rates

You can attach any number of activity rates to a plan or option to specify the
contributions made by employee and employer, or the distributions, such as
compensation awards. When you define an activity rate, you can associate it with an
element. Activity rates support a variety of calculation methods to determine how much
a person pays or receives: flat amount, multiple of premium, multiple of elected
coverage, and so on. When a participant enrolls in a plan, the enrollment process runs
the calculation and enters the result on an element entry for the employee.
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Reporting On Compensation Data

Oracle HRMS includes a number of windows and reports for compensation data, such
as the Salary Review Report, and the List Employees by Element window.

In SSHR, you can use the Compensation History page to view employee information
such as salary changes, bonuses, stock options, monetary compensation grouped by
year, ranking, jobs, and non-monetary compensation. If you use Compensation
Workbench, this feature supplies several reports for salary changes, bonuses, and stock
options.

Oracle HRMS also includes some Discoverer Workbooks to enable you to analyze
salary information by organization, supervisor, and job, comparing with grade rate
values where appropriate.
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Additional Information: See also My Oracle Support Knowledge
Document 2277369.1, Oracle E-Business Suite Support Implications for
Discoverer 11gR1.

See: General Compensation Structures -- Reports, Oracle HRMS Configuring, Reporting,
and System Administration Guide

Using System Extract, you can define interfaces to extract compensation data for
reporting or transfer to third parties. Oracle HRMS supplies predefined extracts that
you can use or configure. See: HR/Payroll Extracts, page 1-55.

Key Concepts

To get the most out of the compensation and benefits functionality of Oracle HRMS,
you need to understand the following key concepts:

¢ Elements

¢ Input values

e Element links

e Element classifications
¢ Element entries

¢ Plan design

¢ Eligibility profiles

e Activity rates

General Compensation Structures

What kinds of compensation information can you record?

All kinds, depending on how much information you require. You decide what types of
compensation and benefits you want to track, the information you need to hold for each
type, and the rules that determine who receives the compensation and how often it is
paid.

Can you monitor the costs of compensation policies?

Yes, you can allocate labor costs to particular departments, products, or projects. You
can enter default cost centers for organizations and employees, then override these, if
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required, when you enter timecard data.

How can you review the effectiveness of compensation packages?

You can compare salaries and other compensation for any groups of employees, for
example grouped by organization, position or grade. You can break down salary
changes into components, such as Cost of Living, Location Adjustment, or Promotion,
to identify any performance-related increases. You can also associate salary changes
with performance reviews.

Using HRMS Intelligence, you can compare salary trends, manpower changes, and
group skills analyses.

What happens when you need to change compensation policies?

With DateTrack you can make future-dated changes to your information safe in the
knowledge that these changes will not become effective in the system until the correct
date.

In this way you can use your compensation and benefit information to plan changes
ahead of time; analyze the impact of these changes; adjust these changes and generally
smooth out the workload that is often associated with major changes in compensation
and benefits policy.

How do you manage individual salary packages?

You can define salaries for groups of employees, with default values and validation
rules if you require them, and enter individual salary changes for employees at any
time. You can associate salary changes with the results of performance reviews, and you
can show the composition of any increase by components such as cost of living, and
individual performance. You can enter proposed changes to take effect in the future and
confirm these later with the click of a button.

What about grade-related pay?

Oracle HRMS handles both pay rates that are directly related to grades, and rates on
grade-related pay scales. To relate pay directly to grades, you can specify valid salary
ranges or fixed pay rates for each grade. If your employees are paid from a pay scale
(perhaps determined by collective agreement), you can associate each grade with
several points on a pay scale.

How do you ensure employees receive the compensation dictated by a collective
agreement?

You can define entitlement items to represent the compensation and benefits that are
subject to a collective agreement. You define an eligibility profile to determine who can
receive this entitlement item, and associate both with a collective agreement. Provided
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that an employee already has an element entry for the compensation or benefit,
applying the collective agreement to the employee updates the entry to the values
recorded in the collective agreement.

What does Oracle offer for benefits administration?

We offer a choice, to match the varying complexity of benefits administration
requirements.

The Standard Benefits feature set lets you define your benefits offering in a hierarchical
manner, so that requirements you specify at the program level are inherited by the
plans and options in that program. You can use a variety of factors, such as length of
service, to define eligibility requirements for participation in a plan. The system
supports centralized enrollment by benefit administrators or web-based self-service
enrollments. Standard benefits is best for organizations that outsource a significant
portion of their benefits administration. System extract features let you export data to
third party benefits administrators.

If you administer your own benefits, or your requirements include offering flexible
benefit plans, you should implement Oracle Advanced Benefits. This provides the full
solution for benefits management, including life event triggered enrollments and
communications, online life event processing, processing of flexible spending account
claims, and what-if eligibility analysis.

For US implementations, we also continue to offer Basic Benefits, which is a limited
feature set that supports administration of benefit plans for employees and their
dependents, including COBRA coverage.

Can you be sure that compensation information remains confidential?

Yes, you can. Oracle HRMS security features enable you to choose which users can view
compensation information, what types of compensation they need access to, which
employees records they can see, and whether they are able to update them.

Can you enter weekly timecard data?

Yes, using Batch Element Entry, you can enter timecard information for a group of
employees, using default values as appropriate. You can validate your entries against
system rules and external control totals before uploading it to the database in time for
the payroll run.

How does Oracle HRMS help reduce data entry errors?

There are three ways:

¢ By removing the need to make entries at all, when compensation entries are
standard for a group of employees and can be entered automatically.
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* By reducing keystrokes when you use Batch Element Entry to enter batches of
entries.

* By validating all entries using rules you define at setup time.

Can you make one-time changes to entries?

Yes. Some types of compensation or payment (such as expense reimbursements) need
only be entered for the period to which they apply. For others, the regular value can be
adjusted if you need a different value for one payroll run.

I'm entering compensation details for analysis but not for payroll processing. How do
you reduce data entry work to a minimum?

If the same compensation entry applies to a group of employees, the system can enter it
automatically. You need to set up the element with standard links. Use Batch Element
Entry to start or update other entries in batches.

You can download salary information to a spreadsheet, update it there, and upload the
new information to the database.

Can you see a history of all compensation values for an employee over time?

Yes, you can view all changes for one or more types of compensation. For salaries, you
can also see new proposed salary changes.

How do you compare compensation for groups of employees?

You can select employees by organization, job, position, or grade and view past and
current salaries or new salary proposals. For other types of compensation, you can
compare the latest values for all employees in any period of time you choose.

If you use grade rates, you can compare compensation entries for all employees on a
certain grade, and also see these values as a percentage of the midpoint defined for the
grade.
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Elements

Elements: Building Blocks of Pay and Benefits

With Oracle HRMS, you define a working model of your own types of compensation
and benefits and the policies or business rules that govern the allocation of these to your
employees. You define these types as elements. Elements are the building blocks of pay
and benefits, both for HR analysis and payroll processing.

Example
Elements can represent:

e Earnings, such as salary, wages, and bonuses

Benefits, such as employee stock purchase and pension plans
* Absences from work
¢ Non-payroll payments, such as expense reimbursements

e Tangible items distributed to employees, such as tools, uniforms, mobile phones, or
computers

e Voluntary and involuntary deductions, as well as pre-tax and tax deductions
* Employer taxes and other employer liabilities

There is no limit to the number of elements you can define, and all your definitions are
datetracked.

How Are Elements Created?

Some elements are supplied predefined with Oracle HRMS, some are available in
template libraries, others are generated by the system when you define certain types of
compensation and benefits, and the remainder you can define using the Element
window to best meet the needs of your own enterprise.

Predefined Elements

The predefined elements are specific to your localization. They typically include
deductions for tax and wage attachments. They may also include standard earnings,
such as salary. You should not make any changes to these predefined elements.

Template Elements

Using the Configuration Workbench, you can select many earnings and deductions
from a template library for your country and industry. Your selected earnings and

1-8 Oracle Human Resources Management Systems Compensation and Benefits Management Guide (New
Zealand)



deductions form a template set that you can load into your business group. The
template set includes the elements and the balances, balance feeds, and formulas
required for payroll processing. You can configure any of these definitions to match
your specific requirements.

Generated Elements

In certain legislations, including North America and the UK, Oracle Payroll users can
initiate earnings and deductions, and the system generates the elements you require,
along with balances, balance feeds, and formulas. The method of initiating earnings and
deductions depends on your localization. Typically you use the Element Design
Wizard, Earnings and Deductions windows, or other template windows for specific
earnings and deduction types. The processing options you select in the wizard or
window determine the rules embedded in the generated elements and formulas. As
with template elements, you can configure generated elements and formulas to match
any special requirements.

Also, when you create PTO Accrual Plans, the system generates elements for you.

Introduction to Element Definition

The following diagram illustrates the items that you can define or select to control the
entry and processing of any earning, deduction, basic benefit, or payment.
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To take a simplified example, you could define an element called Wage, for hourly paid
employees. You classify it in the predefined classification Earnings, which determines
when it is processed in the payroll run and what payroll balances it feeds.

You specify one input value, Hours Worked, which must be entered in each pay period.
(If necessary, you can define up to 15 input values, with fixed values, defaults, or
validation.)

You associate a formula with the element, to calculate the wage for the pay period. A
simple formula might be hours worked (from the input value) multiplied by hourly rate
(which might, for example, be entered in the Grade Rate window).

You define who is eligible for the element by linking it to components of the employee
assignment, such as grade, payroll, salary basis, or organization. In this example, the
wage element is available to all employees on the weekly payroll.

You can define other processing rules, such as a termination rule. For example, you
might specify that the employees' entry of the wage element should not close down on
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their termination date but remain open for processing of final pay.

Input Values: Flexible Description of Compensation

To give an employee an earning or deduction, you make an element entry. An entry can
contain up to 15 items of information, which you define when you create the element.
For example, for a company car element, you might want to store car make, model,
year, date of issue to the employee, and mileage when issued.

These items of information are called input values. You decide what validation to apply
to these values, whether they are required or optional, and the type of information they
can accept:

e Alphabetic characters or words
e Integers or numbers

* Money

* Hours and minutes

e Date, day, or time

This list of unit types is predefined and you cannot add to it.

Processing Input Values

Input values are so called because they are the inputs to calculations performed by
Oracle Payroll. In a payroll run, formulas process the input values and other database
information to produce run results.

For example if you have Payroll and your enterprise makes overtime payments, you
might write a formula to calculate the payment amounts for each assignment from
inputs of the overtime rate and the hours worked for the period. The payroll run then
processes each assignment and produces the overtime payment amounts as run results.

Rules for Allocating Compensation

While some elements may represent compensation, equipment, or deductions available
to all employees, many elements are available only to certain groups of employees. For
example, your enterprise may provide company cars only to employees in the Sales
Department.

To determine which employees are eligible for an element, you build links to the
assignment components that employees must have to receive entries of the element.
Links rule out the possibility of employees getting element entries by mistake.

For example, you might want to give a production bonus only to those employees who
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work full time in Production and are on the weekly payroll. To do this you would
define a link between the element Production Bonus and the combination of the
Production organization, the Full-Time assignment category and the Weekly payroll

Note: When you define a link for a benefit, do not select any
assignment components to restrict eligibility for the benefit. Instead use
participation eligibility profiles.

Similarly when you define a link for an element that you are going to
select as an entitlement item for a collective agreement, do not restrict
eligibility using the link. You restrict eligibility using eligibility profiles.

Assignment Components

The assignment components to which you can link elements are:

Payroll: If employees on all your payrolls are eligible for an element, you can link it
to all payrolls.

Salary basis, whichestablishes the period of time (often hourly or monthly) for
which you quote the employee's salary or wages.

Assignment category, for example, Full Time-Regular or Part Time-Temporary
Organization,for example department or section, in which employees work
Location of employee's office

Job,for example, Associate Professor or Secretary

Grade

Groups to which the employee belongs: You set up all the groups that are
appropriate for your enterprise. For example, you could decide to group employees

by company within a multi-company enterprise, and by union membership.

Position, which is a class of job performed in a particular organization, for example,
Associate Professor of Chemistry, or Finance Department Secretary.

Multiple Rules of Eligibility

You can define more than one link for each element but there must be no overlap
between the eligibility criteria for the links. For example, you could create one link to
the combination of grade 'A' and the job 'Accountant’. However, you could not create
one link to grade 'A’ and a second link to the job 'Accountant'. This would imply that an
accountant on grade A is eligible for the same element twice.
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If you have more than one link for an element, you can enter different default values,
qualifying conditions, and costing information for each eligibility group.

Qualifying Conditions: Minimum Age or Period of Service

An employee might be eligible for an element and yet not receive it because he or she
does not meet other qualifying conditions.

Two common qualifying conditions are a minimum age or a minimum period of service
in the current assignment. You can define these conditions when you define the
element. You can enter or adjust these conditions when you define the element links so
that you have different qualifying conditions for different groups of assignments.

These qualifying conditions are checked automatically when you try to enter an
element for an employee.

Compensation Entry: Making It Fast and Reliable

To reduce the work of entering compensation information for employees and to reduce
the risk of errors, you specify rules about entries when you define an element. For
example:

® You can specify defaults, lookups, minimum and maximum values, or other
validation to control what is entered in input values.

* You also specify the duration of entries, that is, whether they are valid for one pay
period only, or whether they persist until further action is taken to end the entry.

* For some elements, you can even set up automatic entry with default values so that
no action is required to ensure that employees get the compensation for which they
are eligible.

You can create customized versions of the Element Entries window. A customized
version might restrict the elements a user can enter. This enhances speed, usability, and
security for specific data entry scenarios. Users can also enter batches of entries using
default values to reduce keystrokes and thus speed up data entry and reduce errors.

Duration of Element Entries

Some entries are valid for one pay period only. For example, to produce an employee's
wages or overtime pay for a period you process the entries of regular hours worked or
overtime hours. You define these elements with the processing type nonrecurring.
Notice that pay periods are determined by the payroll to which an employee is
assigned. Employees must be assigned to a payroll to receive nonrecurring elements,
even if you are entering these for information only and not processing them.

Other entries, such as salary or company car, should persist until you change them, or
they reach their end date, or the employee's assignment changes so that he or she is no
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longer eligible for the element. You define these elements with the processing type
recurring.

Element Entry Validity Across Pay Periods

A recurring element entry is normally processed in every pay period, as determined by
the employee's payroll. However, you can associate frequency rules with a recurring
element to specify in which pay periods it should process. For example, you might
deduct a monthly subscription in the second week of each month for weekly-paid
employees.

Allowing Multiple Entries

Normally you can only give an employee one entry of an element. This is a useful
safeguard against duplication errors. However, when you define an element, you can
choose to allow multiple entries. For example, if you enter overtime hours on a weekly
basis for monthly-paid employees, you might need to give an employee five entries of
an overtime element in each period.

Automatic Entry

If you want all eligible employees to receive a recurring element automatically, you can
define standard links to the element. With this link, the element and all its default input
value entries go on record for all eligible employees, now and in the future.

For example, suppose your enterprise has an employee Sports Club whose members all
agree to pay a fixed subscription each month by payroll deduction. You can set up an
employee group called Sports Club on the system and record membership by assigning
employees to the group. You can then link a Sports Club Dues element to the Sports
Club employee group, mark this link as standard, and enter a default value reflecting
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the current monthly subscription.

Clearly, you will not choose to create standard links if there are any performance
criteria (such as achieving a certain volume of sales) that employees must meet before
they qualify for an element.

You can create a standard link if both the element is recurring and multiple entries are
not allowed for the element

If you have not defined age or period of service criteria, the start date of the automatic
entry is the date the assignment becomes eligible for the element. For example, this
might be the employee's hire date, or the date of a promotion or transfer.

If you entered age or period of service criteria for the element, the start date of the
automatic entry reflects the date on which the employee meets the qualifying
conditions. For example, if a new hire is entitled to a company car after six months, an
element entry is automatically created when the employee is entered on the system, and
the start date of the entry is six months after the hire date.

If the employee's date of birth is altered on the system, this may change the date on
which he or she qualifies for the element. In this case, the start date of the element entry
changes automatically.

Default Values and Validation

When you define inputs for an element, you also define the validation for each input
value. The validation you define controls the values a user can enter. The options are to:

* Provide a default value (or several defaults - one for each eligibility group, defined
by a link)

¢ Provide a minimum and maximum value range

* Provide a fixed value

* Provide a lookup list of valid values

e Validate the input value using a formula

Using the formula option you can model complex business rules for validating entries.
For example, for a bonus payment you might want to set a maximum bonus value that
depends on length of service and current salary. With Oracle's formula writing tool,
Oracle FastFormula, you can include conditional logic to validate input values using
different criteria for different employees.

If you define a default value, you can specify that it is a hot default. This means that any
changes to the default value not only affect future entries but will also update existing
entries, provided that the default was not overridden when the entry was made.

General Compensation Structures 1-15



When Assignments Change

When you update an assignment (for example, by promoting or relocating the
employee), some changes are made automatically to the assignment's element entries:

e If the assignment is newly eligible for any elements with standard links, entries of
these elements are created automatically.

¢ If the assignment is no longer eligible for an element, the existing element entry is
ended.

e If the assignment continues to be eligible for an element but via a different non-
standard element link, the existing element entry is ended and a new one created
with the same values and costing information as the old entry.

Note: This means that the system ignores any default values, default
costing information, and qualifying conditions on the element link
associated with the new entry. All values are taken from the old entry
instead to provide continuity for the employee. Of course you can
change the entry values manually if required.

This does not apply to salary elements that are entered automatically
when you approve a salary proposal. In this case the existing element
entry is ended and a warning message is issued. You must re-enter and
approve the salary proposal following the assignment change. This
ensures the integrity of your salary data.

e If the assignment continues to be eligible for an element but via a different standard
element link, the existing element entry is ended and a new one created using the
default values on the standard element link.

Batch Entry

Using BEE (Batch Element Entry), you can enter earnings, deductions, timecard data,
and other compensation and benefit information in batches. This is especially useful
when the same values can be used for many employees. After entering a batch (for as
many employees and elements as you require), you can validate it, make corrections,
and validate again before transferring the information to the database.

Collective Agreements

If your employees are subject to collective agreements, you can define compensation
elements as entitlement items, which form part of the collective agreement. You
associate each entitlement item with one or more eligibility profiles to define who is
eligible to receive the item and how much they should receive. Alternatively, you can
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write a formula to determine eligibility and how much eligible people should receive.

You must define and link the element before you apply a collective agreement to
employee's assignments. This ensures that, when you apply collective agreement
values, the application updates the element entry with the appropriate value (as defined
in the Collective Agreement Entitlements window).

Configuring the Element Entries Window

You can create configured versions of the Element Entries window. A configured
version restricts the elements a user can enter. For example, one version could be
restricted to the element name Timesheet and accessed from a menu entry labelled
Timesheet Entries.

Element entry can be restricted by:

e Element set (that is, a group of elements that you define)
¢ Element type (that is, recurring or nonrecurring)
¢ Element classification (such as, Earnings, or Direct Payment)

See: CustomForm, Oracle HRMS Configuring, Reporting, and System Administration Guide

Non-Updateable Element Sets

You can prevent users updating the entry values of a set of elements on the Element
Entries window. These will typically be elements that you update through legislation-
specific forms. You must create a customization element set, and select it for the HR:
Non-Updateable Element Set user profile option. You can set this profile option at any
level: Site, Application, Responsibility, or User. You can edit the element set after
selecting it in the user profile option.

Users will be able to view these elements in the Element Entries window, and they can
edit fields such as Reason and Costing, but not the entry values. They cannot use the
Update Override and Delete DateTrack modes, because these might remove entry
values set elsewhere.

Element Classifications and Processing Sequence

Elements are grouped into primary classifications, such as Earnings and Voluntary
Deductions. In a human resources department, you can use the primary classifications
to identify groups of elements for information and analysis purposes. In a payroll
department, the classifications control processing, including the sequence in which
elements are processed and the balances they feed.

Oracle HRMS provides you with these primary classifications and some balances,
mainly to reflect tax legislation. They are designed to meet the legislative requirements
of your country, so you cannot change them. You can create additional balances to be
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fed by any of the primary classifications.

Processing Sequence in the Payroll Run

An element's primary classification provides a default processing priority for the
element in payroll runs. Lower priority numbers process first.

Most classifications also have a priority range. When you define an element in these
classifications, you can overwrite its default processing priority with another number
from the range. This is useful if you need to establish the order in which the element
processes with respect to other elements in the classification.

Sometimes you must prioritize the processing of certain element entries for an
individual employee. For example, you may need to determine the precise order in
which deductions taken for wage attachments process for an employee. You can enter a
subpriority number for element entries in the Entry Values window.

Canada only: Processing sequence for wage attachments is not determined by
subpriority. Instead you can specify Attachment Priority and Prorate Rules in the
Further Information field on the Entry Values window.

Secondary Classifications

You can define secondary classifications to feed your own user defined balances. These
secondary classifications are subsets of the primary classifications. In some legislations,
secondary classifications have been predefined. As with primary classifications, you
cannot remove or change any predefined secondary classifications, and you cannot
disable any of the predefined balance feeds created for them.

Note: Secondary classifications are not used in the United States,
Canada, or Singapore versions of Oracle Payroll at this time.

Mexican implementations use classifications and sub-classifications.

Categories - for US and Canadian Classifications

Most US and Canadian classifications are subdivided into several categories. Categories
further define an element's purpose, and can help to determine applicable processing or
tax rules. You can define additional categories.

Costing

On the Costing tab of the Element Classifications window, you can view whether
elements of this classification are Costable and Distributable. If the classification is
Costable, you can select any costing option for elements when you define the element
links. If the classification is Distributable, you can create a distribution set from
elements of this classification over which you can distribute costs (such as overheads).
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You can also view the cost type for elements in the classification, that is, whether they
debit or credit the accounts they feed.

Frequency Rules

On the Frequency Rules tab of the Element Classifications window, you can view
whether you can define frequency rules for elements of this classification. The payroll
run uses a frequency rule to determine in which pay periods it processes a recurring
element. On this tab you can also see which date the payroll run uses, by default, to
assess frequency rules in your localization. You can select a different date when you
define a frequency rule.

Survey of the Classifications

The survey of classifications identifies:

e The function of elements within each primary classification, page 1-19

* The processing priority range, default priority, and cost type for each classification,
page 1-21

¢ Alist of the predefined secondary classifications within each primary classification,
page 1-22

Primary Classifications

The following table describes the primary classifications and their meanings.

Primary Classifications and their Meanings

Classification Meaning

Information Information elements store information that is not directly
used by payroll processing. The information may be used by
other elements or by Fast Formula.

Leave Accruals Leave classifications are used for elements that store
employee leave accruals.

Ordinary Taxable Earnings Used for earnings that are subject to standard PAYE taxation
rules.

Extra Emolument Taxable Used for earnings that are subject to extra emolument

Earnings taxation rules.
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Classification

Meaning

Retiring and Redundancy
Taxable Earnings

Withholding Payment
Earnings

Employer Specified
Superannuation
Contributions

Non Taxable Reimbursements

Pre Tax Deductions

Tax Deductions

Legislative Order Deductions

Voluntary Deductions

Balance Initialization

Annual Leave Absence

Other Absence

Sick Leave Absence

Special Leave Absence

Retro Tax Deduction

Used for earnings that are subject to retiring and redundancy
taxation rules.

Used for earnings that are subject to withholding payment
taxation rules.

Used for specified superannuation contributions made by the
employer where there is no agreement between the employer
and the employee to treat the contributions as salary and
wages. Elements in this classification will be subject to
superannuation contribution withholding tax (SSCWT).

Used for direct payments that are not subject to any PAYE
taxation rules.

Pre-Tax Deductions are for voluntary deductions that are
made before taxation.

Used for elements in calculating tax deductions.

Used for elements that make legislative order deductions
such as IRD arrears payments and court orders.

Voluntary Deductions elements are for deductions, such as
union dues, that the employee authorizes the employer to
make voluntarily on his or her behalf after tax.

Balance Initialization elements are used specifically for the
loading of initial values into balances. You would mainly use
these elements when transferring data from another payroll
system.

Used for calculating annual leave absences.

Used for calculating other absences.

Used for calculating sick leave absences.

Used for calculating special leave absences.

Used for calculating the retro changes.
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Classification Meaning

Retro Ordinary Taxable Used for calculating the retro changes for Ordinary Taxable
Earnings Earnings
Regular Bonus Earnings Used for bonus earnings that are subject to standard PAYE

taxation rules

Primary Classification Processing Priorities and Cost Types

The following table shows processing priority and costing details for the primary
classifications supplied.

Primary Element Classifications, Processing Priorities and Cost Types

Primary Classification Priority Range Default Priority Cost Type
Information 1-1000 500 Debit
Annual Leave Absence 501-1000 750 Debit
Other Absence 501 - 1000 750 Debit
Sick Leave Absence 501 - 1000 750 Debit
Special Leave Absence 501 - 1000 750 Debit
Leave Accruals 1001 - 2000 1500 Debit
Ordinary Taxable Earnings 2001 - 3000 2500 Debit
Extra Emolument Taxable 3001 - 4000 3500 Debit
Earnings

Retiring & Redundancy 4001 - 5000 4500 Debit

Taxable Earnings

Withholding Payment 5001 - 6000 5500 Debit
Earnings

General Compensation Structures 1-21



Primary Classification Priority Range Default Priority Cost Type

Employe Specified 6001 - 7000 6500 Debit
Superannuation

Contributions

Non Taxable 700- 8000 7500 Debit
Reimbursements

Pre Tax Deductions 8001 - 9000 8500 Credit
Tax Deductions 9001 - 10000 9500 Credit
Legislative Order 10001 - 11000 10500 Credit
Deductions

Voluntary Deductions 11001 - 12000 11500 Credit
Employer Charges 12001 - 13000 12500 Credit
Retro Ordinary Taxable 13001 - 14000 13500 Debit
Earnings

Retro Tax Deductions 14001 - 15000 14500 Credit

Predefined Secondary Element Classifications

An element is automatically given any default secondary classifications defined for its
primary classification.

This table shows the predefined secondary classifications supplied. You cannot update
or delete these predefined classifications.

Secondary Element Classifications

Primary Classification Secondary Classifications Default
Information (None) N/A
Annual Leave Absence (None) N/A
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Primary Classification Secondary Classifications Default
Other Absence (None) N/A
Sick Leave Absence (None) N/A
Special Leave Absence (None) N/A
Leave Accruals (None) N/A
Ordinary Taxable Earnings Gross Earnings for Holiday No
Pay O
Ordinary Earnings for No
Holiday Pay O
Relevant Pay Earnings for No
Holiday Pay O
Extra Emolument Taxable Gross Earnings for Holiday No
Earnings Pay EE
Ordinary Pay Earnings for No
Holiday Pay EE
Relevant Pay Earnings for No
Holiday Pay EE
Employee Share Scheme No
Earnings
Retiring and Redundancy Gross Earnings for Holiday No
Taxable Earnings Pay RR
Ordinary Pay Earnings for No
Holiday Pay RR
Relevant Pay Earnings for No
Holiday Pay RR
Withholding Payment (None) N/A
Earnings
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Primary Classification Secondary Classifications Default
Employer Specified (None) N/A
Superannuation

Contributions

Non Taxable Reimbursements (None) N/A
Pre Tax Deductions (None) N/A
Tax Deductions (None) N/A
Legislative Order Deductions  (None) N/A
Voluntary Deductions (None) N/A
Employer Charges Other Complying Funds N/A
Retro Tax Deductions (None) N/A
Retro Ordinary Taxable (None) N/A
Earnings

Regular Bonus Earnings

Gross Earnings for Holiday
Pay B - Bonus earnings
contributing to gross earnings
for holiday pay purposes

Ordinary Pay Earnings for
Holiday Pay B - Bonus
earnings contributing to
ordinary earnings for holiday

pay purposes

Relevant Pay Earnings for
Absences B - Bonus earnings
contributing to relevant pay
for absences

Predefined Elements

The following table lists the predefined elements used in Oracle Payroll for New

Zealand:
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Predefined Elements

Element Name

Description

Accrual Adjustment Element

Advance Cleanup

Advance Deferred Pay

Advance Indicator

Advance Pay

Advance Period

Advance Recovery

Annual Leave EOY Adjustment

Annual Leave Pay

Annual Leave Termination Pay

Annual Leave in Advance

Bonus Information

CEC Complying

CEC KiwiSaver

Child Support Deduction

Child Support Information

Child Support Protected Earnings

Non Averaging Adjustment Element for
Accrual

Advance pay cleanup

Advance pay deferred payment

Advance pay indicator

Advance pay payment

Advance pay period of leave definition

Advance pay recovery

NZ statutory annual leave end of year
adjustment for waged and salaried employees

NZ statutory annual leave pay

NZ statutory annual leave pay on termination

NZ statutory annual leave paid in advance
balance feeds

Holds the amounts for bonus earnings paid

Holds the value of CEC Complying

Holds the value of CEC KiwiSaver

Holds the value for Child Support Deduction

Holds child support reference data and fires
deduction formula

Holds the input value of percentage an
employee wants as Child Support Earnings
Percentage from 01 April 1999
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Element Name

Description

Earner Premium

Entitlement Adjustment Element

Employer Super Contributions

ESS Information

Exempt KiwiSaver CEC

Inland Revenue Arrears Deduction

Inland Revenue Arrears Information

Inland Revenue Arrears Deduction Override

Inland Revenue Arrears Target

Input Balance Initialisation

Input Balance Initialisation2

Leave Information

KiwiSaver Information

KiwiSaver Employee Contributions

KiwiSaver Employer Contributions

Holds the Earner Levy for the Payroll

Holds the Non Averaging Adjustment
Element for Entitlement

Holds the Employer Super Contributions

Records whether the PAYE tax has to be
deducted on the Extra Pay paid as Employee
Share scheme

This element is used to exempt the employer
from making compulsory employer
contributions.

Inland Revenue arrears deduction

Holds Inland Revenue arrears reference data
and fires Inland Revenue arrears calculation

Holds the Inland Revenue arrears deduction
override information from 01-APR-1999

Holds the Inland Revenue Arrears Target

Initialisation for balances fed from element
input values

Initialisation for balances fed from element
input values

Holds employee's leave information.

Records details of employer's contributions
and employees' deductions

Records the amount that the employee
contributes to KiwiSaver

Records the amount that the employer
contributes to KiwiSaver
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Element Name

Description

SSCWT Exempt KiwiSaver Contributions

PAYE Information

PAYE Tax Deduction

Payroll Giving

Payroll Giving Tax Credits

Retro PAYE Tax Deduction

PAYE Tax Deduction for ESS

Primary Balance Initialisation

Public Holiday Pay

Retro KiwiSaver Employee Contribution

Retro KiwiSaver Employer Contribution

Retro ESCT Deduction

Retro ESCT Exempt KiwiSaver Contribution

Retro Employer Super Contribution

Retro CEC Complying

Retro CEC KiwiSaver

Records the exemption that the employer is
entitled to, when it contributes to KiwiSaver
for an employee

Holds employee tax reference data and fires
PAYE calculation

Holds PAYE tax deduction

Holds the payroll donations

Holds the Payroll Giving tax credits for the
employee

Holds Retro PAYE Tax Deduction

Holds the PAYE Tax Deduction for Employer
Share Schemes (ESS)

Initialisation for balances fed from primary
element classifications

NZ statutory public holiday pay

Holds retro KiwiSaver Employee
Contributions

Holds retro Employer Super Contributions

Holds retro ESCT Deductions

Holds retro ESCT Exempted Kiwisaver
contributions

Holds the Retro Employer Super
Contributions

Holds retro CEC Complying Fund
contributions

Holds retro CEC KiwiSaver contributions
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Element Name

Description

Retro Student Loan Deduction

Retro Annual Leave Payment EE

Retro Annual Leave Payment RTE

Retro Annual Leave Payment OTE

Retro Sick Leave Payment EE

Retro Sick Leave Payment RTE

Retro Sick Leave Payment OTE

Retro PAYE Tax Deduction for ESS

Retro Student Loan Deduction for ESS

Secondary Balance Initialisation

Sick Leave Payment

SSCWT Deduction

SSCWT Information

Student Loan Information

Student Loan Deduction

Student Loan Deduction for ESS

Unpaid Sick Leave Value

Withholding Tax Deduction Record

Holds Retro Student Loan Deduction
Holds retro Annual Leave Payment
Holds retro Annual Leave Payment
Holds retro Annual Leave Payment
Holds retro Sick Leave Payment
Holds retro Sick Leave Payment
Holds retro Sick Leave Payment

Holds the PAYE Tax Deduction for ESS for
retro payments

Holds the Student Loan Deduction for ESS for
retro payments

Initialisation for balances fed from secondary
element classifications

Holds the sick leave absence payment

Holds the ESCT Deduction Element value of
Employer Charges as on 01-APR-1999

Holds the ESCT Rate Information

Holds student Loan Information data effective
01-APR-2001

Holds the student loan deduction
Holds the Student Loan Deduction for ESS
Holds the unpaid sick leave value

Holds the withholding tax deduction record
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Element Name Description

WINZ Deduction Holds the Income support deduction element

Withholding Tax Information Record Records withholding payment and
withholding tax details

Compensation Policy Changes

It is inevitable that your business rules for compensation and benefits will change over
time. You can create new elements and disable existing ones at any time. You can also
make certain changes to existing elements and links, as outlined below.

Element definitions, link definitions, and element entries are all datetracked. This lets
you track the changes to your compensation and benefit policies without losing any of
your historical employee information. The history of your definitions remains in place
for validation and reporting, and for future calculations of back pay.

Maintaining Elements

After you have defined and used an element, you can make the following changes:

* Change a required input value to be not required.
¢ Alter the sequence in which input values appear in the Element Entries window.

® Change the input value validation rules for minimum, maximum, lookup, or
formula.

e Change your specification of which input values create Database Items. Note,
however, you cannot remove Database Items if they are used in any formulas or
QuickPaint reports.

You cannot remove existing input values or add new ones if you have created any
entries for the element. To add an input value to an element before you create any
entries, ensure that you set your effective date to the element's start date.

Maintaining Links
Link rules always control the entry of element values at the time of entry. Changes to
link rules affect existing entries in different ways, depending on your use of standard
links and hot defaults. After you have used an element you can make the following
changes to the link rules:

e Change the input value defaults and validation.
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These changes affect all new entries. Changes to hot defaults affect existing entries.
The system also uses the new validation rules to check any updates you make to
existing entries.

* Date-effectively end all of the rules that apply to an element and define a new set of
rules, which are effective from a later date. For example, suppose you have defined
eligibility for a company car based on grade. Following a change of policy you must
now define eligibility based on job.

*  You will not be allowed to end the link if any nonrecurring entries exist at the

date you want to end the rule. You must delete existing entries before you end
the link.

® You can end the link if recurring entries exist. Any existing entries will be
ended automatically when you end the link.

¢ Change the qualifying conditions of age and length of service that employees must
meet to be eligible for the element.

Policy Development

With DateTrack you can also make future-dated changes to your information safe in the
knowledge that these changes will not become effective in the system until the correct
date.

In this way you can use your compensation and benefit information to plan changes
ahead of time; analyze the impact of these changes; adjust these changes and generally
smooth out the workload that is often associated with major changes in compensation
and benefits policy.

Setting Up Total Compensation Elements

Follow this process to set up elements for items in the compensation package you offer
to employees. There are additional steps for setting up the following types of
compensation and benefits:

® Salaries for Salary Administration

See: Setting Up Salary Administration, page 2-9

¢ Absence elements and PTO accrual plans
See: Setting Up Absence Management, page 4-12
See: Setting Up PTO Accrual Plans, page 4-54

e  Benefits
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See: Standard and Advanced Benefits Implementation, page 5-6

Also, there are additional steps if you want to process the elements in a payroll run.

See: Setting Up Total Compensation Elements for Payroll, Oracle HRMS Compensation
and Benefits Management Guide

Define Validation and Lookups
Define validation for entries of any new elements you are creating.

1. To restrict compensation entries to a list of valid values, define a new Lookup Type
and add Lookup Values for this new lookup.

See: Adding Lookup Types