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Overview

Impact of NSPS on financial management
Implications for:Implications for:

Pay Setting
Budgeting for compensation

Establishing financial business rules
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Civilian Resource Management

The Air Force must manage civilian human resources while g
balancing:

Mission needs
Skills and career pathsSkills and career paths
Employee development and motivation
Recruitment and retention of competent people

Who is responsible for managing civilian human resources?
Begins with the SECAF and assigned down through the 
chain of command to… first-level supervisors
Each manager within the chain of command is responsible 
and accountable for their immediate supervision 

I n t e g r i t y  - S e r v i c e  - E x c e l l e n c eWhere do we begin?



The Corporate Board

Establishing a Corporate Board insures civilian resources are 
used most efficientlyused most efficiently

Commander chairs the board with input from functional 
managers/commanders and staff representatives from 
civilian personnel, comptroller, and manpower communities

Purpose of the Corporate Board
Review civilian resource management operating budget 
submissionssubmissions
Provide management with targets for civilian resource 
operating budget, allocated directed adjustments, and 
redistribute any surplus funds
Review employment plans – Compare civilian workyear and 
funding execution
Establish local pay setting guidance/policies for NSPS

I n t e g r i t y  - S e r v i c e  - E x c e l l e n c eFinancial and Personnel Data – Putting It Together



Resource Management Tools

Personnel system allows for data retrieval by spiral nature ofPersonnel system allows for data retrieval by spiral, nature of 
action, performance payout, etc.

Extract data to review current and historical pay-
setting decisions, such as reassignments, promotions, 

SAF established detailed accounting expense codes for

sett g dec s o s, suc as eass g e ts, p o ot o s,
etc.
Extract data for continuing pay increase and cash 
bonusSAF established detailed accounting expense codes for 

each specific NSPS spiral (NS, NB, NH, NX) 
Extract data by expense, spiral, installation, etc.
Provides data and analysis capability to reviewProvides data and analysis capability to review 
expenses in accounting records and workyear 
costs for NSPS and GS

I n t e g r i t y  - S e r v i c e  - E x c e l l e n c e
“Teamwork will ensure the prudent use of our human resources across the Air Force” –

Gen Brady, AF/A1 and Mr. Vonglis, SAF/FM
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National Security Personnel System
Financial Management WorkshopFinancial Management Workshop 

Shari Durand 
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UNCLASSIFIED

Agenda 

• Key IssuesKey Issues
• Pay-setting Policies
• Pay Pool Funding DecisionsPay Pool Funding Decisions
• Rewarding Performance
• Further Financial Considerations

• Open Discussion

UNCLASSIFIED 10



UNCLASSIFIED

Pay-setting Policies

• Decision-making level and process
I B d tti fl ibilit f l i fi l• Issue: Broad pay-setting flexibility for new employees requires fiscal 
structure.

• Approach: Delegate pay-setting authority, with organizational guidelines, 
to the lowest functional level with budget authority.

• 5% Reassignment Guidance and Control
• Issue: Salary increases up to 5% for movements within pay bands 

require financial managementrequire financial management. 
• Approach: Establish defined salary adjustment criteria.    

• Employees departing to GS positions
• Issue: NSPS-to-GS promotions are not afforded the mandatory GS ‘two-

step’ promotion rule.
• Approach: Draft Implementing Issuances allow losing organization 

discretion to set pay prior to employee’s movement. Use it when

UNCLASSIFIED 11

discretion to set pay prior to employee s movement.  Use it when 
available. 



UNCLASSIFIED

Opening Topics
Pay Pool Funding Decisions

• Meeting the Spending Level
• Issue: NSPS Statute -- For fiscal years 2004-2008, the overall amount 

allocated for compensation of DoD employees who are included in

y g

allocated for compensation of DoD employees who are included in 
NSPS may not be less than the amount that would have been allocated 
for compensation of such employees if they had not been converted to 
NSPS.  

• Approach: Set the pay pool funding floor at DoD mandated minimum of pp p y p g
2.26%, and adjust as needed based on organization’s cultural/financial 
realities. 

• Budget guidance required from the OSD Comptroller on calculation and 
presentation of the amount for increase to Continuing Pay. 
• Issue: With mandated floors being established for the continuing pay 

increase, what is the expectation from the Department for calculating 
and identifying this amount in the budget exhibits? 
Approach Pre io sl Within grade Increases Promotions and• Approach:  Previously….Within-grade Increases, Promotions, and 
Quality Step Increases were not specifically budgeted for.  Expectation 
was that these increases to continuing pay were paid through hire lag, 
workforce composition changes, and savings due to greater productivity 
and efficiency. DTRA maintained this status quo for the last budget

UNCLASSIFIED 12

and efficiency. DTRA maintained this status quo for the last budget 
submission.  



UNCLASSIFIED

Opening Topics
Rewarding Performance

• Financial Business Rules needed to address:
I Th it bl i t f h

g

• Issue: The equitable assignment of shares 
• Need to balance equity vs. performance distinction

• Approach: Use rounding to baseline results; made ‘as required’ 
adjustments based on additional considerations 

• Issue: The effective distribution of salary vs. bonus 
• Approach: Mirror composition of salary-to-bonus in the Pay Pool Fund to 

baseline results; make ‘as required’ adjustments based on additionalbaseline results; make as required  adjustments based on additional 
considerations

• Issue: Incentive awards may easily be overlooked as an effective 
compensation toolcompensation tool.

• Approach: Include incentive awards in compensation planning 
• Recognize new employees ineligible for performance payout
• Recognize ‘one-of-a kind’ types of activity 

UNCLASSIFIED 13



UNCLASSIFIED

Opening Topics
Further Financial Considerations

• Calculation of overtime rates under NSPS
• Issue: Employees under pay band 2 who are not under the Supervisor/ManagerIssue:  Employees under pay band 2 who are not under the Supervisor/Manager 

pay schedule receive time and a half for overtime worked (as well as other 
specific schedules and pay bands).  Previously those employees who were 
exempt under Title 5 would be capped at time and a half at the GS 10/1 rate

• Approach: Need to proactively manage overtime as well as unused compensation 
time reverting to paid overtimetime reverting to paid overtime.    

• Tracking NSPS and Non-NSPS Costs 
• Issue: DFAS gross payroll files do not have a designated field identifying costs as 

GS or NSPS.  Problematic when Agency has both NSPS and Non-NSPS 
employees and expectation is Agency can easily break out costs by category of 
NSPS d N NSPSNSPS and Non-NSPS. 

• Approach:   Until issue is addressed, using offline crosswalks to attempt to track 
costs.

• Pay Pool Funding
• Issue: Not determined until end of cycle and includes salaries of all employeesIssue:  Not determined until end of cycle and includes salaries of all employees 

on-board as of that date, regardless if individual is eligible for a pay out.
• Approach:  Problematic from a budgeting stand point.  DTRA estimated on-board 

population using hiring plans for estimating required budget.   

UNCLASSIFIED 14



NSPS Leader Workshop

Ms. Janet Vernon, CDFM
Office of the Assistant Secretary of the Navy
(Financial Management & Comptroller)

15
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Guiding principles and annual certification required to ensure the same amount of 
funding will be available for compensation as was available under the old system.

Public Law 108-136, H. R. 1588—231, § 9902.
(4) “… for fiscal years 2004 through 2008, the overall amount allocated for compensation of 

the civilian employees of an organizational or functional unit of the Department of Defense 
that is included in the National Security Personnel System shall not be less than the amount 
that would have been allocated for compensation of such employees for such fiscal year if 
they had not been converted to the National Security Personnel System …”

(5) To the maximum extent practicable, the regulations implementing the National Security 
Personnel System shall provide a formula for calculating the overall amount to be allocated 
for fiscal years after fiscal year 2008 for compensation of the civilian employees of an 
organization or functional unit of the Department of Defense that is included in the 
National Security Personnel System. The formula shall ensure that in the aggregate, 
employees are not disadvantaged in terms of the overall amount of pay available as a result 
of conversion to the National Security Personnel System, while providing flexibility to 

d h i h f i f h i i h i h i f laccommodate changes in the function of the organization, changes in the mix of employees 
performing those functions, and other changed circumstances that might impact pay levels.

16
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Development of a formula for future years will be a collaborative effort 
by all stakeholders.



Comparison of Compensation Object Class Structure

OCC 11 under GS System OCC 11 under NSPS System

Special
S i

Special
Service

Base Pay,Awards
(approx 1 5%)

Service Service

Continuing 
Pay or Bonus 

(min 1%)

Basic Salary

Local Market 
Supplement

(approx 1.5%)
and Other Personnel 

Compensation
Awards

(min 0.5%)
Other Personnel 
Compensation

Basic Salary
Locality Pay and GPI

Step Increases and Promotions
Basic Pay Increase (GPI & 

promotion/step increase dollars)

Performance Based Pay

17
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OCC 11.81OCC 11.51OCC 11.11 and 11.31
Note:  The pie charts do not represent actual percentages of total OCC 11.  They are for illustrative purposes only.



Budgetary Constraints and Business Rules Under NSPS

OMB Circular A‐11:
• Limits civilian pay budget resources to the annual pay raise assumption.
• Does not allow increases for promotions and within‐ grade increases.p g

DOD prescribed minimum of 2.26% of basic pay in pay pool.
• Minimum applied to aggregate funding available for pay pool.
• Some DOD Components’ Element 1 actuals are less than the minimum.

Su e ted bu i e uleSuggested business rules:
• Create a compensation structure with market points for various types of positions 

within each payband to differentiate levels of responsibility, etc.
• Determine Element 1 historical percentages for GS, Demo, etc.
• Maintain NSPS percentages consistent with historical funding levels.
• Project the total payroll impact of pay raises including the Local Market 

Supplement/COLA; employer share of life insurance, unemployment taxes, 
retirement, TSP, etc.

• Use Title 5, Chapter 45 awards in conjunction with pay pool funding to recognize 
and reward employees.

• Limit out of cycle bonuses.

18
OASN (FM&C), FMB-4



Introduction to the Department of the Navy Pricing Model

Purpose of Pricing model:
• To provide a consistent means of evaluating Department of the 

Navy (DON) civilian personnel pricing.y p p g
• To reflect known pricing changes.
• To minimize the potential risk of adjustments to the Navy civilian 

payroll budget from higher authority.p y g g y
• To maximize use of limited resources for DON mission 

requirements.
Scope of Pricing model:Scope of Pricing model:

• Evaluates Average Basic Compensation (OCC 11) & Benefit Rates 
(OCC 12).
Model completed for each APPN (and NWCF business area)• Model completed for each APPN (and NWCF business area).

Recommends:
• Funding decrease if costs are overstated

19
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• Work‐year decrease if costs are understated



The FY 2009 budget will reflect civilian personnel employees converted to NSPS in Spirals 1.1, 1.2, 
1.3, and 2.0, as well as expected adjustments to employee levels subsequent to NSPS conversion 
due to workload changes.

Y YWYPC execution data encapsulates civilian personnel costs for FY06, as 
well as FY07 thru March to project FY07, FY08, and FY09 estimates.
• To forecast the WGI buy‐in impact, BSOs will complete a separate 

d l f l dpricing model for Spirals 1.3 and 2.0.

FY 2006 FY 2008 FY 2009
OCT-SEP OCT NOV DEC JAN FEB MAR APR MAY JUN JUL AUG SEP OCT-SEP OCT-SEP

FY 2007

NSPS Pricing 
Model 

Spirals 1.1 (FY06),
1.2 (Oct-Jan FY07)

Spiral 1.1 Activities Converted April 30, 2006

Spiral 1.2 Activities Converted Oct-Jan, 2007

NSPS Pricing 
Model 

Spirals 1.3 
(3/18/07),
2.0 (FY08)

Spiral 1.3 Activities Converted 3/18/07-4/15/07

Spiral 2 0 Activity Conversions begin Oct FY08

20
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Denotes WYPC execution data used in the pricing model projections.

Spiral 2.0 Activity Conversions begin Oct FY08



The civilian personnel pricing model forecasts civilian personnel costs by pay 
system by appropriation based on execution data and known budget assumptions.

WYPC FY 2006 
and FY 2007  

Execution data
DFAS

Pay System, 
Appropriation

FY 2008 CIVPERS TOA
B
U

Actual and 
approved budget 
pay raise rates

Execution data

FY 2008  CIVPERS TOA

9%

1%

50%39%

D
G
E
T

F

Pay raise rate 
effective dates

OMB 
and
OSD

p y

9% 

Changes in the 
number of paid 

days

F
O
R
E
C
A

OSD

O&MN O&MNR O&MMC O&MMCR WCF MILCON RDTEN MA FHS
T

Budgeted 
Compensation, 
Benefits, FTEs

FMB/BSO Forecast of civilian personnel budget by pay system 
and appropriation, to include NSPS Pay Pool 
estimates consistent with NSPS PMO guidance

21
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NSPS Element 1, 
2, 3, and WGI  
buy-in impact

NSPS
PMO

estimates consistent with NSPS PMO guidance, 
basic compensation, lump sum leave, 
overtime/holiday pay, awards, other OC‐11, FEHB, 
retirement, and other OC‐12 costs.



Populating and analyzing the DON Pricing Model.

Once the historical Work Years Personnel Costs (WYPC) Report dataOnce the historical Work Years Personnel Costs (WYPC) Report data 
(obligations) is entered in the model, the BSOs populate Geographic 
Area/Occupational information for FY06 and FY07 to calculate the 
price escalation impact of the rate range adjustment andprice escalation impact of the rate range adjustment and 
standard/targeted LMS.

The FY06 and FY07 price escalation rates and the FY08 and FY 09 pay 
raise assumptions provided by OSD/OMB are then annualized and p p y /
adjusted for the change in the number of paid days per fiscal year.
• Annualization is the process of converting the calendar year based pay 

raise to a fiscal year equivalent.
The pricing model calculates the NSPS Pay Pool based on the Base Pay 

and Element 1, 2, and 3 percentages for each BSO.
• NSPS Pay Pool is paid out in January for the previous FYs performance.

El ll b d d b h S S O b d h l• Element 1 percentages will be provided by the NSPS PMO based on historical 
data.

• FMB has established the Element 3 percentage as 1 percent, but BSOs may adjust 
based on historical award payouts.

22
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• Element 2 percentage is assumed to be zero percent unless directed by SECDEF.



NSPS pay pool calculation is based on the NSPS Compensation Architecture.

Ch t  45Performance Based Pay

• WGIs **

SECDEF Decisions
(Outside Pay Pool)

Chapter 45
Incentive Awards

(Outside NSPS)

Performance-Based Pay
(Inside Pay Pool)

[may be Continuing and/or Bonus]

• WGIs 

• QSIs **

• Promotions

• Rate Range 
Adjustments *

Local Market 

• Special Act

• On-the-Spot

Money
histori
-cally 
spent

• Annual Bonuses

• Portion of  GPI ***

• Local Market 
Supplement 
(LMS) *

• Time Off

spent

* Funded by annual January pay increase
** Does not exist under NSPS

1 2 3Element

23
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*** Portion remaining after funding Rate Range Adjustments and LMS
A detailed explanation of the pricing model was presented at the annual civilian personnel conference:
2007 Civilian Personnel Conference:  https://fmbweb1.nmci.navy.mil/policy/Conference_Training_Material_2007.htm
2006 Civilian Personnel Conference:  https://fmbweb1.nmci.navy.mil/policy/Conference_Training_Material.htm



Air Education and Training CommandAir Education and Training Command

Develop America's Airmen Today ... for Tomorrow

NSPS Senior Leader NSPS Senior Leader 
WorkshopWorkshop

Col Jack Conroy

6 - 7 Jun 07

I n t e g r i t y  - S e r v i c e  - E x c e l l e n c e



Agenda
Develop America's Airmen Today ... for Tomorrow

• NSPS Challenges

• NSPS Way Ahead

• Summary

June 2007 25



Before NSPS
Develop America's Airmen Today ... for Tomorrow



After NSPS
Develop America's Airmen Today ... for Tomorrow

Decentralizing 
Civ Pay PBD 720Civ Pay

Civ Pay ~ 94% 
PBD 720

W k

Setting 
PayCITY LIMIT

Cost Neutral
FUNDING Hi t i l R t O lWorkyear 

Execution

Management

FUNDING: Historical Rates Only

BRAC/ 
Transformation

Management 
Tools Operating Dual 

Systems
Transformation



NSPS Way Ahead
Develop America's Airmen Today ... for Tomorrow

• Initial FM ObservationsInitial FM Observations

• Effects of DecisionsEffects of Decisions

• Mock Pay Pool y

June 2007 28



Summary
Develop America's Airmen Today ... for Tomorrow

Leadership Human Resources

Mission Focused
• Mission and goals • Recruitment StrategyMission-Focused 

Compensation    
Strategy

• Compensation 
strategy and policy

• Compliance with EEO 
and Merit System

gy

• Advises on internal / 
external equity

• Consults / executes 
i d i i

Financial Management

and Merit System 
Principles

compensation decisions

• Aligns budget with workforce 
requirements

• Responsible for budget 
planning, execution, and 
forecasting

June 2007 29
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• Consults on compensation 
decisions


