
May 23, 2007

MEMORANDUM TO: Luis A: Reyes
Executive Director for Operations

THRU: Federal Employees Pay Comparability Act Panel

James F. McDermott, Director/RA by Nancy L. Johns for!
Office of Human Resources

FROM: Samuel J. Collins IRA by Marc L. Dapas For!
Regional Administrator
Region I

William D. Travers IRA by Victor M. McCree For!
Regional Administrator
Region II

Bruce S. Mallett IRA!
Regional Administrator
Region IV

SUBJECT: REQUEST TO USE GROUP RETENTION INCENTIVE PAY
AUTHORITY

Enclosed is a joint request for approval to use the group retention incentive pay authority
for eligible Resident Inspectors and Senior Resident Inspectors assigned to the Indian
Point site in Region I, the Turkey Point site in Region II, and the Diablo Canyon site in
Region IV. We request that the retention incentive be 10% of basic pay to be paid each
pay period beginning as soon as possible and continuing indefinitely, subject to annual
review as provided by Handbook 10.47(C)(3)b.

We have reviewed the criteria outlined in Management Directive and Handbook 10.47
and have attached a narrative justification that addresses both the criteria to be met in
making the initial determination to use the pay authority and the criteria for determining
the amount of the payment.

II. There X are __ are not sufficient funds to pay for the request.

5/23/2007 IRA/NancV L. Johns Acting For!
Date James F. McDermott, Director

Office of Human Resources
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Ill. The Office of Human Resources has reviewed this request and finds that it meets the
required criteria. We have reviewed the request, and we __ do _ do not agree that it
fully meets the criteria for payment. We _ do_ do not agree with the amount
recommended. We recommend an alternate payment amount of based on the
attached evaluation. We recommend that this request be _ approved

disapproved for Indian Point and Diablo Canyon only at this time. We recommend
deferral of approval for Turkey Point until after an assessment of results from a higher
relocation incentive.

Justification for this recommendation is attached.

6/4/07 IRA/ by William Kane
Date Chair, Federal Employees Pay Comparability Act (FEPCA)

Senior Management Review Panel

IV. Ihave reviewed the request to use-the above authority and X approve - disapprove
the request for the amount requested.

6/4/07 /RA/ by William Kane
Date Luis A. Reyes

Executive Director for Operations
Enclosure: As stated
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OFFICE RI/DRM/HR RI/DRMA RI/DRP RI/RA
NAME JERoyal FMCostello DCLew/JWC for SJCollins/MLD for
DATE 05/16/07* 05/16/07* 05/16/07* 05/18/07*

OFFICE J I/DRM/H [ ~iRII/D II RII/DRP RII/RA
NAME AAIlen RPratcher CCasto/HOC for WTravers/WMM for
DATE 05/17/07* 05/18/07* 05/18/07* 05/18/07*.
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JUSTIFICATION
GROUP RETENTION INCENTIVE REQUEST FOR

ELIGIBLE RESIDENT INSPECTORS AND SENIOR RESIDENT INSPECTORS
ASSIGNED TO THE INDIAN POINT, TURKEY POINT, AND DIABLO CANYON SITES

The continued employment of high quality resident inspectors (RIs) and senior resident
inspectors (SRIs) at all resident sites is critical to the successful accomplishment of the agency's
mission. Rls/SRIs possess unusually high qualifications and competencies, and the NRC has a
special need to retain these employees' services. The RI/SRI presence at each assigned site is
essential in that they contribute key knowledge of conditions at licensed facilities, provide one of
NRC's primary mechanisms for independently verifying licensee performance, and serve as key
players in NRC's incident response capability. The importance of RIs/SRIs in accomplishing the
NRC's mission has been recognized by the establishment of compensation and relocation
incentive programs unique to this group of employees.

The departure of residentinspectors or senior resident inspectors from the Indian Point, Turkey
Point, or Diablo Canyon sites would seriously hamper the agency's ability to monitor these
licensees and respond to incidents, and the labor market would not supply replacements able to
perform the full range of duties without substantive training or disruption of services. In view of
cost of living considerations in combination with the anticipated increase in labor market
competition for employees with in-depth nuclear power inspection and oversight experience, the
regions believe that there is a high risk that a significant number of resident inspectors and
senior resident inspectors stationed at the Indian Point, Turkey Point, and Diablo Canyon sites
will leave federal service in the absence of a retention incentive.

In accordance with federal guidelines on retention incentives, the regions have narrowly focused
this request on RI/SRI positions at the three sites where conditions create the greatest risk that
incumbents will leave the federal service. The regions believe that there is an especially high
risk that a significant number of resident inspectors will leave federal employment from these
particular sites because they are located in areas with an unusually high cost of living, the
locality pay established for the locations is insufficient to offset the high cost of living, the regions
have unusual difficulty recruiting for these sites and retaining staff even with relocation
incentives, and the residents assigned to the three sites have consistently described hardship in
living in the areas. Resident inspectors are, of course, expected to live in the vicinity of the site
so that they are able to respond expeditiously to incidents or other unexpected needs.

As noted in the table below, Diablo Canyon is considered to be part of the Rest of U.S. (RUS)
locality pay area and receives only 12.64% locality pay although the area's cost of living (COL)
index is greatly above average. Unfortunately; the area does not meet the federal criteria for
placement in a locality area other than RUS. Although Indian Point and Turkey Point each
receive locality pay higher than RUS, locality pay determinations rely entirely on salary surveys
(as contrasted with broader cost of living data) and are typically limited by budget considerations.
As a result, the cost of living (COL) indexes for the Indian Point and Turkey Point areas outpace
locality pay. For example, the COL index for the Miami area grew from 108.8 in 2004 to 130 in
2007 on a scale where 100 represents the average cost of living. The sharp increase probably
resulted from post-Katrina increases in insurance, property tax and the cost of building homes to
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more stringent codes. Over the same period, locality pay for Miami increased only from 15.54%
in 2004 to 18.3% in 2007.

Site Locality Pay 2007 Metropolitan COL Relo %

Area Locality % Statistical Area Index1

Indian Point New York, NY 24.57% New York, NY 177.6 25%

Turkey Miami Dade Ft. 18.30% Miami, FL 130 16%2

Point Lauderdale

Diablo Rest of U.S. 12.64% San Luis Obispo, 151.4 25%
Canyon CA

The regions experience exceptional difficulty recruiting and retaining staff at the three sites for
which the retention incentive is requested. For example:

0 a recent Diablo Canyon vacancy attracted only 3 qualified applicants, 2 of whom dropped
out of consideration.

6 a recent Turkey Point Vacancy attracted three highly qualified staff members, 2 of whom
dropped out of consideration. The third, who. had family in the Miami area, was
eventually persuaded to accept the position.

4 a recent Indian Point vacancy attracted no qualified resident inspectors despite
significant management encouragement to staff; only after extending the solicitation and
more vigorous encouragement did one qualified inspector express interest.

In each case, candidates who drop out of consideration consistently mention cost of living as an
issue. Similarly, residents assigned to the sites express concern to managers about the
hardships associated with living in areas where housing and other costs are so high. Many have

1From Cities Ranked and Rated, 2 nd Edition, published by Wiley Publishing, Inc. in 2007.
100 represents average cost of living.

2Region II intends to submit a separate request to revise the relocation incentive for
Turkey Point in light of increasing difficulty recruiting and the substantially increased COL index.
The Region does not believe that the higher relocation incentive will obviate the need for a

retention incentive.
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applied for and accepted other positions before the expiration of their tour, citing cost of living as
the primary reason for pursuing other opportunities. While losses so far have primarily been to
other NRC positions, the education, experience and skills of inspectors are also sought by
private industry, and it is reasonable to expect that there is a high risk that a significant number
of employees assigned to the site are likely to leave federal service.

The anticipated expansion of the nuclear industry coupled with increasing numbers of
retirement-eligible NRC and industry employees is likely to result in much more intense market
competition for resident inspectors' experience and expertise in nuclear reactors. In view of their
concerns about compensation and the cost of living, there is an especially high risk that resident
inspectors at the Indian Point, Turkey Point, and Diablo Canyon sites will leave federal service
for potentially higher paying jobs in private industry.

The regions have considered other compensation and retention alternatives but believe that a
retention incentive will be most effective in retaining inspectorsat these particular sites because
it will provide additional compensation on a regular basis that will help offset residents' concerns
about living costs. The regions believe that the retention incentives will serve as an effective
complement to relocation incentives for resident inspectors because the retention incentive will
become effective only after the conclusion of the service period for the relocation incentive.

The regions recommend that a group incentive be:

established in the amount of 10% of basic pay (resident inspector plus locality pay) to be
paid on a pay period basis. The maximum for a group retention incentive is 10%; the
regions believe that the full amount is warranted and that a smaller percentage would be
ineffective in retaining employees. Payment on a continuing rather than delayed basis
will be most effective in enabling RIs/SRIs to afford living expenses in their areas.

paid to resident inspectors and senior resident inspectors who are eligible while they are
assigned to Indian Point, Turkey Point, or Diablo Canyon. Generally, they will be eligible
if performing at a Fully Successful level or higher after completing any service agreement
based on a relocation incentive.

* continued indefinitely, subject to annual review as provided by Handbook 10.47(C)(3)b.

A retention allowance of 10% of base pay may be sufficient inducement to convince inspectors
at these three sites to remain with the agency, both because the additional compensation will
help offset the high cost of living and because the implementation of the incentive will
emphasize to the employees their value to the agency.
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