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Getting Federal Computers Ready for 2000 
! 
j Report of the U.s. Offke of Management and Budget 

.' February 6, 1997. . . 

The rear 2000 computer probJem is a 
;~emi.ng!y simple,' one: assuring that 
computers 'Nifl recognize the correct year 
\O,'hen the \tear 2000 arrives. If sofhwlI€ , programs ~re not prepared to handle the 

., change 01 date on January 1, 2000, there is a 
risk to government information systems 
and the programs they support 

This leport' responds to 1997 
appropriaticll1s language which directs 
OMS to submit to the House COII1Il1lttee on 
Appropriations, the'House Committee on 
Go\'errunent Reform and Oversight, and the 
House SCience Comrruttee a report which 
includes: a cost estimate to'ensure software 
code date field conversion by the year 2000; 
a planned strategy to ensure that .aU 
informanun technology, as defined by the 

, 	 Information Technology Management 
, 
7, 	 . Reform Act of 1996, purchased by an 

• 7, a.gency will "operate in 2000 without , technical modifications; and, a time table 
for trnpl,e,mt.'ntation of the planned strategy. 

The report 	is to bt-" submitted with the 
President's 	 1998 budget. (Committee 
Report .,companying Public Law 104-208.) 

,: 	 BACKGROUND, 
,.,. 	 People olten use short hand t.o describe
1 the year. When asked what year it is, wef-
f. 	 answer "97'. ''''hen we fill in the date on7 

pape! forms we write 2/2/97. The same,, 	 i!opproach was used in designing many 
computer systems, 

With the arrival 01 the year 2000, people 

will know that the year '00" stands for 2000, 
However, the hardware and software in 
many computer systems will not 
understand this new m.eaning, Unless they 
are fixed or replaced. they will fail at the 
turn of the century in one of three ways: 

they will reject legitimate entries, or 

they ",'ill compute erroneou.s results, or 

they will simply not run. 

Many systems which compare dates to 
decide which is earlier will no longer work. 
Comparisons of dates permeate Fed~ra1 
computer systems - they are hm;v 
inventories are maintained (e.g., last in, first 
out), how the order 01 filings is handled 
(e.g., first come, first served), and how 
eUgibility is determined (e.g., an appUcant 
must have filed before a certain date), 

Systems which calculate length of time 
also may not compute accurately. 
Computations cf length of time are 
common in Federal computet systems 
they are how benefits are computed (e,g., 
based on length of time). ho", eJigibility is 
determined (e.g., based 'on length of 
service), and how expiration dates are 
calculated (e.g., expires after three years), 

There are other possible effects of the 
date chimge in computer software, 
depending 00 the a!)sumptions made and 
programming technique used by the 
designer of the sofu..,rare. For example. 
information relevant to <I' year could be 
found' by using the' year to find the 
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• 	 assessing the scope of the problem by 
inventorying systems and deciding 
which ones to change, replace or 
'discard, 

• 	 'renovating the systems to be changed, 

• 	 validating and testing the changed 
systems, and 

• 	 implementing the revised systems 
(including deveJoping a contingenc), 
plan). 

Detailed steps in each phase have been 
developed by the interagency working 
group on the year 2000 and are available for 
agencies on a GSA sponsored year 2000 
home pase at hltptlw",,,,jlpOlicy.gsa.gov.. 

SCHEDULE 

OMS, in consultation with the ao 
Council, has set govemmentw"-ide 
milestones (shown below) for completioo of 
the nutjority of the work in each phase of 
agency year 2000 activities. These phases, 
while sequential. overlap. For example, the 
awareness phase continues throughout the 
entire process. 

! 
, 

•" 

. whatever action is necessary to address the 
proplem once they are aware of its potential 

'coruequenc£>5. Those consequences would. 
after aU, dire-cth' I3ffect their ability to carry 
out the agenc;/s essential functions. 

Second. there can and wiU not be a 
single solution. Solving this problem 
requires tedmicians and engineers to write 
or revise so[rv..'are code and to re-place 
hardware.' A "silver. bullet" is a logical 
impo!isibillty. There is only a need for hard 
work. strategically directed, and pienty of 
, it. 

'Third, given thE" limited. amount of time-, 
emphasis wiU be on mission critical 
svstcrns. in many agencies such systems 
a~e large and complex, which means they 
will require the most time and be the most 
challenging to fix. 

The Federal strategy relies on the newly 
established eIOs to direct that work and to 
follow industry's best practices. Those best 

. practices include five phases: 

• 	 raising manag~ment awareness of the 
problem. 

Phase 

AWareness 

Assessment 

Renovation 

Validation 

Implementation 

Government.wide Year 2000 Milestone. 

Completion Measure Completion Date 

Agency SlIalegy'Approved by ao 12/96 

Inventory and Scope Completed 3/97 

System Plans & Schedules Approved byaO 6/97 

Coding Completed 12/98 

Management Sign~off 1/99 

Integrated Testing Completed 11/99 
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come mto the government during 1997, The, 
recent inclusion by the General Accounting

, 
~, 	

Office of "ear 2000 on its list of "high risk" 
areas will"also assist in focusing attention to 
th~ immediaC\' of the problem,, 	 . 

2. Sluzrilfg Expertise 

, 	 Some Federal agencies have , considerable experience working on this 
p·roblem. The Social Security 
Administration, for example, has been 
actively engaged since 1989. The 

. interagency working group is taking
; ad\·antage of' such experience and 

promoting the sharing of expertise and 
~o'utions across agendes, 

, 
The interagency working group has a.Jso 

de\'eloped a list of products that are being 
used by federal agencies, alQng with 
ini('rmation about whether they will work 
thtaugh the year 2000. That Iis~ is available 
on the year 2000 World Wide Web page (or 
Federal m,anagers' use, The, Defense 
Information Systems Agency has developed 
a similar hst of generally avaiJable 
products. which is also available from the 
year 2000 Web page. This information is 
in....aluable to managers as they e:valuate the 
e!xtent of the rear 2000 problem in their 
s\'stems. 

The President', budget includes 
resources to establish a dedicated year 2000 
program office at GSA. Such an office will 
pro\'ide a core of eXpi;rtise govemm,ent~ 
wide to assist agencies in formulating 
arproaches and evaluating options to solve ,, the problem in their systems, 

, . 
3. Acquire Only Products that are Ycar 2000 
CompUimt 

At th" recommendation of the cia 
Council and the interagency working 

group. agencies have stopped acquiring 
information technology that will not work. 
in the year 2000. Regulatory language to 
effect thL, strategy was developed by the 
interagency working group on the year 2000 
and the CIa CounciL approved by the 
Federal Acquisition Regulation Councils, 
and published in Federal Acquisition 
Circular 90-45 (December 1996). 

. 
That language dermes year 2000 

compliant to mean 

~infortn.ltion technology that accurately 
processes date/time data (including. but 
not. limited to, calculating, comparing. 
and sequencing) from. into, and 
between the twentieth and twenty~first 
centuries and the years 1999 and 2000 
and leap·year calculations. , 
Furthermore, year 2000 compliant 
information technology, when used in 
combination with other _information 
technology, shall ~ccuratelj' process 
date/time data if the other information 
technology properly exchanges 
date/time data with it." 

Finally. GSA is revising its Multiple 
Award Schedule contracts to assure that 
products on those schedules identify 
whether they are, or when they ""ill be, year 
2000 compliant. This will help agencies to 
acquire only year 2000 products from those 
schedules. 

4. Removing Barriers 
, 

Solutions tn the year 2000 problem in 
operational systems require technicians to 
undertake the t:i.me-consuming work of 
analyzing and fixing systems. There are, 
however. things that can be done to speed 
this work. The.interagency working group 
is helping to identify such measures, and 1 
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Agent)' Progress 3nd,Plans for Achjn:ing,Year 2000 Compliance 

Assessment 
Agency Awarrness 

SCQpe Schedule 
Renovatioll Validation Implementation 

Agriculture 11196 4/97 6/97 9/98 9199 10199 

Commerce 8'96 12/96 3/97 12/98 119. 10199 

Derense 12.'96 );97 12f91 12/98 6199 11/99 

Air Force 6,196 3197 5197 \/98 7/98 12199 

Army 
. 

, 1:!i96 3/91 . ,3191 9/98 12:98 10/99 

\,Ja",,)' 11r'% 3197 12'!}7 12/98 619'1 !Jf9Q 

Education 12196 2/97 6/97 9198 9/98 3/99 

Energy' 6.196 1197 If97 j/99 1/99 12199 

HHS lli96 1197 6197 12198 It99 11199 

HUD t l!% 4/97 6197 12198 7r99 11199 

Imerier I ::U96 4/91 7/97 12198 1199 i}!99

Juslice 3'96 9/% '/% 12/99 12'99 r:!!99 

labor 12;196 3197 6197 12198 619' 11/99 

StJ.le . 6j96 11196 6!97 9/98· 10/98· 8199· 

TransponatliJn 12/96 g,~7 12/97 12!98 1199 ,'11/99 

Treasury ;1% 4197 7:'97 J2I98 12J98 11/99 

VA 1/97 1198 .2,~8 I t/98 12199 12199 

AID 11/96 3!97 6197 11198 7/99 7199 

EPA-, 12196 3"11 6'97 12/98 l/99 11/99 

FEMA' 12196 )!97 6/97 12/98 1199 I ii'l9 

GSA 11/% 3J91 6197 12/98 \199 10/99 

NASA 1197 2!9! 3/91 6/99 1199 12/99 

NSF' <;I!% tl91 6197 6/98 12198 12199 

NRC 6196 6/97 .191 3199 4199 1l!99 

OPM 12/% 3197· 6/97· 12198 11199 12/99 

SBA·· 4196 61% 9196 12/98 12198 12.''98 

SSA , )1% 3/96, 5"1. 11/98. 12198 111'99 

• - ADPijes to Mission-critical systems only 
,".~.t -:"''I"<lti er environment 
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Att. S. 
ESTIMATED AGENCY YEAR 2000 OBI.IGATIONS 

(DolJars in MjlJjons, by Fisca! Year) 

Agency 1996 1997. 1998 1999 2000 TOTAl. 

,· Ai,rlcuiture 2.6 20.0 34.3 26.6 5.7_. 89.2 
• Commerce 2,3 15.2 33.6 28.3 9.3 89.7• 
I Defense 

Air Force 0.0 96.5 259.7 14.8 0.0 371.0 . 
• Army' .•.•.• - ••. - -0:0 -.~ -e7"6-' --afo-- - -«.0 - - -- - - - -;i'-iCo''O~O-

- Navy-- -- -- ,. - - - -- -3.0 - - - -24'0' - _.26~O - - -22.0 - _. -(5]'--' - --90~0' 
i· - Deftnse-~ether- _.. -NIP. - -- - NiA- - - - -NiA - .. - -NIA- -- - "N/A""" - - -2"fo]r 
!• education 0.0 0,2 3.0 4.0 0.0 7.z'; 

Energv 1.8 21.2 44.7 43.5 16.9· 128.1 
•HHS 27.7 4:t9 14.5 5.6 0.0 90.7 

HUO 0.7 11.0 35.0 15.0 6.2 67.9 
Interior 0.2 2,6 4.5 2,2 1.8 11,3 

Justice 0.3 2.5 8.9 10.3 0.2 . 22.1 

toabQ, 1.7 5.3 4.6 2.2 1.5. 15.2 
State 0.5 47.6 66,4 29.1 1.6 135.2. 
~~rtation 0.2 12.4 22.1 39.7' 6.1 '80,4· 
Troasury 1.3 55.0 102.0 119_1 41.0 318.5" 
VAAiD------- 4.0 

0.0 
49.0 

0.1' 
49.0 

1.0 
42.0 

0.0 
0.0' 
0.01 

144.0 
1.2 

EPA 08 3.3 68 5.6 2.3. 18.8, 
! Ft:MA 3.8 4.4 3.0 3.2 1.2 156 

GSA 0.2 0.6 0.6 0.2 0.0 1,6 

NASA 0.0 6.6 14.4 10,6 1.1 32,6 

NSF 0.0 0.2 0.3 0,1 0.0' O.S 

NRC NiA 2.6 2.9 2.9 0.9 9.3, 

OPM 1.7 0.3, 0.9 O.S 0.2 3.7 

SSA 2.7 2.3 1.9 0.0 0.0. 6.9' 

SSA 2.2 15.4 9,5 6.0 0.0 33.1 . 


TOTAl. 57.7 529.1 826,4 477.6 110.9' 2292.4,· 
• 

Notes: 

1) The e~tlm"'te$ cover :the costs of identifying necessary ehaf\ges, evaluating the CO$1 effectiveness ~f making
~ those w9nges (tno: Of scrap deeis.lcms), making changes. testing s.ystems, and contingencies tot failure recovery.~! 
They 40 n()1 melude "ooligalions for upgfa~$ or replacert'!erlt$ thai would otMrwlse occur as part of the normal 
system lifecYcIe,· (OMB Circular A-11, SectiOn 4J.2(C»r••, 2) ThjlJ;se are preliminary estimates only. More accurate ",timares wiU become available ,ner ageneieS complete 
1ht' assessment phase. These es1imales 40 not include the Federal shate of the costs. for state information 
systems. that $UPlXlrt federal programs. For ~ampte, the Agnculture total does not indutle the potential 50 
percent in Federa! matChing funds to be provided to states by the Food and Con$umer Service it) correct year 
2COO ptoblems. Simllany. wtl1le labOl"$ FY 1998 Presi(ienfs BlJdget includes $200 million for the S1ateS to COO'ect 
yt!'Sf 2000 p;oblerns in State unemployment insurance systems, that amount hi not lncluded here, 
3.' NJA means ~not aval!able.~ • 

I 



I 
! ., . 

. . . Getting Federal Computers Ready for 2000 

Progress Report 

U.S. Office ofManagement and Budget 

May 15, 1997 
i 
: 



I'
• 

f.,,
• r 

Getting Federal Computers Ready for 2000. 

Progress Report of the U.S. office of Ma~agemer.t and Budget 


May 15. 1957 


The Administratior: and the Congre'ss are both working to 
address the year 2000 com~uter problem. On February 6. 1997 OMS 
se:lt a report tc? the Congress ent.itled "Gett.ing Federal Computers 
Ready fo:, 2000 1 >! which ,outlines the Federal government I s strategy 
'to address the year 2000 computer problem in its systems. That

•) strategy includes a$~uring agency accountability. ·To assist in ,, that effort. OMS required agencies to report quart'erly on their· program on the fifteenth of February, May. August. and November. 
(See OMB Memorandum M-97-13. "Computer Difficulties Due to the 
Year 2000 -- Progress Reports" - May 7, 1997). 

This summary report is based,on the first agency reports due 
to,OMB on May 15. 1997. Those reports: 

1. 	 describe the orga~izational responsibilities for 
addressing the problem, 

2,· 	 include a status of agency efforts to address the 
problem. 

3, 	 es~imate the cost of addressing the problem in fiscal 
years 1996 through 2000.· and 

4, 	 report on any systems that fall behind,schedule. 

Analysis 

The February report established the schedule against which 
to measure progress and provided initial cost estimates. This 
report provides the first measures of progress and updated cost 
estimates. It shows that most agenCies are in the assessment 
phase, that agencies now estimate they will spend $2.8 billion 
fixing th~s problem f and that of the 7,649 mission critical 
systems identified {excluding the Social Security Administration. 
which reported modules) ! 

;.; 	 o 4,493 IS9%1 are being repaired., 

o 	 673 I~~l are being replaced, 

f 
 o 621 IB%) are being retired, 


,• 	 o 1,598 (21%) are already year 2000 co~pliant, and, ,, 	 o 264 (3%) are still to be evaluated. 

1 i 
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I 	 This report .includes four'tables which array and s~mmarize ,• 	

i:tformation provided by age::cies, No sysce:itS were· reported
behind schedule.i 
Table 1. »Agency Progress and Plans for Year 2000 Compliance of 
Mission Critical Sys.tems," .provides the schedules for agencies to 
com~!ete the phases of the gove~nment-wide best practices. It 
shows that 18 of the' 24 agencies were still in the asseSSment 
phase as of May 15. 1997. 

\ Table 2. "Ageacy Xear 2000 Mission Critical Systems, II provides a• snapshot as of May 15, 1997 of tne size of the year 2000 problem 
and the results of "repair, replace. or retire" decisions made 
thus f.ar. Agencies have iden~ified i ,649 mission critical 
syste'ms (excluding the Social Security Administration which has 
identified 29,139 modules). 

· \ 

, 

Table 2 also shows that agencies are p~annin9 to repair the 
majority (59 percent) of their systems,. replace 9 percent and 
retire e percent. Twenty one (21) percent of agency mission 
critical systems are already Year 2000 compliant. Decisions are 
pending for 3 percent. 

Tab:'e 3. "Status 0: Ager:.cy Year 2000 Mission Critical Systems 
Being Repaired. It shows that, as a weighted percentage, the 
90ver~me~t is 65 percent complete with its assessment. and 17 
perce~t complece with renovation of the systems to be repaired. 

Table 4. "Agency Year 2000 Cost Estimates as of May 15. 1997," 
,shows the estimated costs for fixing the problem by agency. 
Agencies estimated it will cost $2.8 billion to fix the year 2000 
problem. That includes an estimated expenditure of $758 million 

, in FY 1997 and $1.1 billion in FY 199B. 

,f 
, The estimate~ cover the costs of identifying nec'essary
, changes,' evaluating the cost effectiveness of making those 

changes (fix or scrap decisions), making changes, testing 
sys::e:ns, "and preparing cont.ingencies for failure recovery. They 
do not in:lude the costs of upgrades or replacements that would 
otherwise occur as part of the normal syst.ems life cycle. They·. 
also do not include' the Federal share of the COStS for state
I information systems-that suppor~ Federal programs. The figures


i.· provided by agenci~s continue to be preliminary estimates. 

,; 

L· · 
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· Eyaluat!on¥ 
~ ~s the first quarterly report. this repo~t provides the 

first measure of progress in the Executive Branch. Based on the•• reports, agencies have ma~e a good start in addressing the year,\ 2000 problem, Most agenc1es are on schedule and have completed 
or will shortly complete, their assessment of the problem. In the 
interim, many have begun renovating systerr,s. No missidn critical 
sys:ems are repor:ced behind schedu:e. 

! However. as the summary tables show •.much work remains to be 
done. As of today. 21 percent of the agency mission-criticalr , systems are reported as already compliant. An additional 8, 
percent are being retired and need not be fixed. That leaves 71 
percent cf the 7,649 mission critical systems reported that must 
be'. repa:'red or replaced. 

As ·expected, our estimate of the government~wide cost ($2.6 
billion) is higher than the $2.3 billion estimate that we 
reported in February. because agencies have progressed through 
their assessmer.ts of the problem. Indeed. even since the May 15 

i. date of this report, some departments and agencies have revised , their estimates. such as the Internal Revenue Service.' We expect
that the next quarterly report will provide a better. and likely 
higher. cost estimate as most agencies complete their assessments 
in June. 

Action" 

Agencies continue to place a high priori~y on fixing this 
, problp,m. However, we a~e continuing to interact with senior 
, officials in those agencies that are not scheduled to 'complete 

~.. ~heir assessment or .renovation phases as early as mos~ other 
", agencies. In addition. where plans are not complete or progress,, is" slower than previously promised, we are bringing the issue to 

the att.ention of senior agency management ·to ensure their , continued involvement. , 

,I 
; 

, , 
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, 	 TABLE 3 

,, 	 Status of Agency Year 2000 Missioo Critical Systems Bein2 Repaired 

i 	 (May 15, 1997)," 

Number Assessment Renovation Validation Implementation 
A~encv Q( S:\'ste:ms % Complete %Cornplete %Cornplete % Complete, 

, 
r 	 Agriculture 469 ' 41% .0% ·0% 0% 
\ 	

Commerce 162 75% 7% 5% 5% 
Defense 2.752 64% 23% 5% 8% 
Education 7 30% 0% 0% 0% 
Energy 61 100% 8% 8% 8% 
HHS 177 99% 15% 17% 16% 
HUD 115 50% 2% 0% 2% 
Interior 38 90% 41% 0% 0% 

Justice 118 52% 2% 1% 0% 
Labor 24 86% 19% 19% 13% 
State 14 71% 0% 0% 0% , 	

' 132• 	 DOT 50% 10% 0% ·0% 
" 

Treasury 66 80% 17% 15% 8% 
VA 	 10 85% 32% 12% . 6% 

AID 	 2 80% 0% ' 0% 0% 

EPA 	 16 80% 20% 20% 20% 

FEMA 	 17 92% 47% 26% 26% 
GSA 	 23 99% 40% 5% 5% 

, 	 NASA 211 75% 2% 1% 1% 
< · 	 NSF 12 0% 17% 0% 0% 

NRC nla 
OPM 67 "100% 0% 0% 0% 

i SBA 0 100% 25% 25% 25% 

, SSA' 7,730 100% 65% 55% 50% 

TotaP 4,493 65% 17% 5% 6% 
r,, 
, " 

, 
, 

. ~, 
, 
<.,· ·, 

I Reported and tracking modules rather than systems. 
.~ 

2 Exc:ludes SSA which reported modules; percentages are weighted averages. 

{ 
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T",. 	 TABLE 1 , 
I, 	 ~DC"" Prot:rcss aD<~ pfans f~)[ Year 2000 Compliance pf Mission Critical Systems 
I (May 15. 1997)·,. · 

Aeenc\' Assessment Renovation Valida!iQD ImplementatioQ 

i 
Agriculture 6197' 9198 9199 10199 

Commerce 3197 12198 1199 10199 

Defense 12197 12198 6199 11199 


i Education . 6197 9198 9/98 3199 

Energr 1/97 9198 2199 7199
" 
HHS 6197 12198 1199 11199 
Hl:D 6/97 12198 7199 11199 
Interior 3/97 12198 1199 11/99

!· Justice: 6197 7198 10198 1199 

Labor 6/97 12198 1199 11199 


. 9198 10198
SUIt. 6197 	 8199 
DOT' 12197 12198 12199 	 12199 
Treasury 7197 12/98 12198 	 11199 
VA' 	 1198 11198 1199 12199 
AID' 	 8197 TBD TBD TBD 
EPA 	 6197 12198 1199 11199 
FEMA 6197 12/98 1199 	 11199 
GSA 	 6197 12198 1199 10199 
NASA 3197 6199 7/99 	 12199 

.. " 	 NSF 6197 6198 12/98 12199 
NRC 9197 3199 4199 11199 
OPM 6197 12198 11199 12199 
SBA . , 9196 12198 12198 12198 
SSA 5196 11198 12'98 11/99

< 

i, 
, Two digits are used for the year since all dates occur before the year 2000 

, Dates are earlier than those reported in February 1997. 

, Dates are later than those reported in February 1997• 

••.' .. 

. 
i 
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r, TABLE 2 
,i AEeocy Year 2QOO Mission Critical Systems 
{ (May 15. 1997) 

! 
, Number Number Number 

To•• l Number %af Being Being Being Number 

, A~eD'} ~.!Jmber Compliant Iotal Replaced Repaired Retired Undecided 

,, 	 Agriculture 684 80 P% 43 469 87 5 
Commerce 484 III 23% 110 162 3 98 

j Defense 3,962 582 15% 473' 2,752 ' 487 141 
} Education 24 10 42% 6 7 I 

Energy 261 73 28% 119, ' 61 , 8 

HHS 566 251 44% 132 177 6' 
HUD 206 32 16% 36 115 23 

, 	

Intenor 85 35, 41% 10 38 2 
Justice 190 ' 61 32% 10 118 1 
Labor 58 6 10% 28 24 0 
State 58 12 21% 29 14 0 3• 
DOT' 	 166 18 11% 16 132 ' 0" 

, Treasury 86 !3 15% 7 66 0 
VA II I 9% 0 10 0 
AID 64 20 310/0 30 2 0 12 
EPA 61 28 46% 12 16 0 5 
FEMA 38 17 45% 3 17 I 

23GSA 	 42 16 38% 2 ' I 

NASA 453, 205 45% 37 211 0 
NSF 16 0 4 12 ,0 

NRC' n/a nI. nla nla nla nla 

OPM 94 17 18% 9 67 1 
SBA 40 10 25% 30 0 0 
SSA' 29.139 20,426 71% 975 7,730 8, 

;, 
Tota)' 7,649 1,598 21% 673 4,493 621 264 

I Not included in the total systems -- entries in this figure may have been reported twice.;, 

1 Does not include FAA _ will be provided after assessment is completed.
t' 

1 Infonnation will be provided after asSt'ssment is completed.
~ 
, "Reported and tracking modules (units of computer code that w~en compiled/assembled
:: and executed perfonn a specific business function) rather than systems. 

!
• 
, , Excludes SSA which reported module., 

i 
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, Progress on ):'ear 2000 Conversion , ' 

" 

, U.S. Office ofManagement and Budget, , 
, 

August 15, 1997 

· 
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Progress on Year 2000 Conversion 

Report of the U.S. Officco of Management and BUdget 


as ofAugust 15, 1997 


.
~' The Administration i. working to avert the problems that could occur ifsystems are not 

able J~ correctly process the year 2000. On Febnuuy 6,1991. OMB sent a report to the Congress 
entitled "Getting Fedentl Computers Ready for 2000: which outlines the Federafgovemment'. 
strategy to address the year 2000 computer problem in its systems. That strategy is predicated on 
'assuring.agencyaccountability. To wist in that effort, OMB required agencies to report 

,. quarterly on their progress on the fifteenth of February. May. AUgust, and November. (See OMB
1 Memorondwn M·97,13. "Computer Difficulties Due to the Year 2000 - Progress Reports"
, May 7, 1997). This report swnmari2cs those plans and describes other actions being taken to. .. 

asssure success. 

,, :' The Fedentl government'. SIl'lItegy i. based on the five pbases ofageccy best practices ,,, for 'ailaressing the problem: Awan:ness, Assessmen~ Renovation, Validation, and ,, Implementation', With advice from the C10 Council, OMB set govemmeot-wide milestones for 

the completion of work in eacb of the phases. Agcce;es then established plans for when they 


, would 'complete tJie work in each phase. The q\tarterly reports which are SUIllIl1!lrized here an'; 
, 
:"' used to measure progress against those plans, . 

On June 23, OMS sent the Congress. summary ofthe first agency quarterly reports. and 
made it available to the public, This second summary report i. based on the second agency 
progress reports which were due to OMS on August IS, 1997, • 

Government-wide Progrest! 

AnalYsis 

" 
The February report established the schedule against which to measure progress and 


provided initial cost estimates, This report provides the second me8sure ofprogress and again 

updaies cost estimates.. It shows that: 


• many agetties have completed their assessment ofthe problem and an: renovating end.; 

• others have DOt made substantial progress; 

, 
,I • , ' agencies DOW estirnale they will Spend US billion fixing the problem; 

, 


,, 
, Whil" there are five phases, the won: in them overlaps. It i. not necessarY, for e,ample, 

for the "'sessment ofall systems to be completed before renovation of systems begins. 

I 
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• the number ofmission critical systems that agencies have identified has increased to ' 

8.562 (excluding the Social Security Administration, which reported medules); and, 

,• 	 • of those mission critical systems: 
, 

o 5,332 (62%) are being repaired, 

o .. 1091 (13%) are being replaced, 
,.. 
~ , o 390 (5%) are being retired, and 

o 1646 (19%) are a1reedy year 2000 compliant. 
.. . 

This report includes four tables which array and summarize information provided by 
agencies. 

Table I, • Agency Progress and Plans for Year 2000 Compliance ofMission Critical Systems: 
provides th~ agencies' schedules for completing the five phases of the government-wide best 
practices. It shows that 20 of the 24 agencies were scheduled to have completed the assessment , 

.. 
:.' phase by August IS, 1997. 
... 

Table 2, "Agency Year 2000 Mission Critical Systems,' provides a snapshot ofthe siz.e ofthe 
year 2000 problem and the results of"repair. replaCe. or retire" decisions made thus far. 
Agencies bave now identified 8.562 mission critical systems (excluding the Social Security 
Administration which haS identified 29.139 modules). which is 913 more than the 7,649 
identified in the May report. 

Table 2 also sboWs that ageneies are repairing the majority (62 percent) of their systems. 
replacing 13 percent, and retiring 5 percent. Nineu:en (19) percent ofagency mission critical 
systems are alrcady Year 2000 compliant. In May agencies reported that they would repair S9 
percent. repl•.ce 9 percent, and retire 5 percent ofthair mission critical systems. and that 21 

, percent ~ere atready com~liant. 

Table 3, "Status of Agency Year 2000 Mission Critical Systems Being Repaired," sbows that, as, 
a weighted p'=tage. the government is 56 percent complete with its assessment, and 12 
percent complete with reoovationof the mission critical systems to be repaired. These i 

1 	 reductions in the percentages from the May report (65 percent and 11 percent respectively) are 
due to the agencies' identifying 839 mOre systems being repaired than were reported in May. 

T.ble 4, "Agency Yea; 2000 Cost EstimateS .. ofAugust 15, 1997: shows the estimA!edccsts 
for fixing the problem by ageney. Agencies now estimate it will cOst $3.8 billinn to fix the year 

f, 2000 problem. which is $1 billion higher that the $2.8 billion reported in May. That Includes ,".. 
.. 	 estimated expenditures ofS8S0 million mFY 1997 and $1.7 billion in FY 1998. 

,, 	 2 
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The <"Iimalos cover the costs of identifying necessary changes, evaluating the cost 
effectiveness of making those changes (fix or scr.p decisions), making changes, lesting systems. , 
and preparing contingencies for failure recovery. They do not include ~e costs of upgrades or 
replacements that would otherwise occur as part of the normal systems life cycle. They also do . , 
nol include the FederaJ sbare of the costs for stale information systems that support Federal 
programs. Th< figures provided by agencies continue to be preliminary estimates. 

i 
I Eyaluation 
• 

Based on the reports. some agencies are making good progress in addressing the year 
2000 problem. Most are on schedule and bave completed their assessment of the problem; many 
have also begun renovating systems, However, as the summary tables show, most ofthe work 

I remains to be done. As of today. 75 percent of the 8.562 agency mission-critical systems 
i~eotified mUSl be repaired or replaced. , . 

While progress bas been made overnll. il bas nOI been uniform across the agencies. The 
reports are disappointing in several of the agencies and we will therefore increase our ov .... ight 
of their activities. (See the ageney ~valuation discussion below.) 

As expected, our estimate of the government.wide cost ($3.8 billion) is higher than the 
$2,8 biiiion estimate that we reported in May, because agencies are progressing thrnugb their 
assessments "fthe problem, The primaI:y sour=; of the increase are the Treasury Depaztment 
(5736 million), the Tnmsportation Departtncnt (5173 million), and the Departtnent of Defense 
($92 million), We expect that the next quar1erly report ",ill provide a better cost estimate as 
agencies complete the assessment p~ and gain more experience about how much it costs to 
renovate their systems, 

Government wide Issues 

Validation ' 

,, As agencie, move into renovating code, proper validation of changes made will be 
critiC<illo success in fiiting this problem, These two activities will happen sequentially for each·· 
.ystem, bUI their scbeduJ.s will overlap within an agency, because different systems'will be at 

~, 	 differenl stages ofbeing fixed. Table I includes a schedule of when agencies willl:l1Dl1'lclc the 
renovation and valIdation oflIIl of their mission critical systems. Over the coming months OMS 
will meet with those agencies with the latest ....beduled completion of the validation phase and 
dis<:uss the adequacy of those dales. . 

As part ofthose meetings, we will discuss the preparedness of cOmmunications interfaces 
with systeins external to the Federal government, including State and local governments and the ' ,

· privalC sector. The CIO Council bas established. working group to specifiC<illy look at ways 10 
~ . streamline the interfaces between the Federa/governmenl and Stale and local governments, . 
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Among that group's accomplishments are eSlablishing points ofcontlet for the States in eacht 
Federal agency, and work on a State,Federai summit, to be held in October, to discuss eledronic 
data interfaces between the States and the Federal government. 

,, "Auditing 

The year 2000 problem represents a threat to systems that are critical to the functiOning of 
the government Therefore, it is imporuult to be sure that the problem has been or is being fixed. 
Auditors can provide an independent validation of progress in addressing this problem. 
Accordingly. OMB J'S revising its system audit guidelines to request that agency auditors report: 
on rew 2000progressfrom now through 2000. . . 

J!Jaoning for Contingencies 

Where a mission critical system is not fixed in timet it is essential that a contingency plan 
be in place. Agencies are to develop such plans in accordance with the government-wide best 
practice, endorsed by the CIO Council. To assure that such planniDg has 'occurred for systems in 
danger of not being repaired on time, we bave asked for. summary of the contingency plan for 
any mission critical system that is reported behind schedule in two consecutive quarterly reports. 
We will idenlify and summarize any such plans in future reports to the Congress. 

QIh<:r Govemmeni-wideSystems 

We bave identified and are working on three government-wide areas where the year 2000 
problem occurs in other than computer systems: telecommunications, bio--medical devices and 
laboratory equipment, and facilities. In these areas, the problem occurs in commercial products 
that bave computerS 0' computer chips inside. We bave established inter-agency working 
groups, chaired by the key programmatic agency in each of these three areas, 10 raise awareness 
and to work with rrumufacturers to ..sure that products an: fixed. Should other government-wide 
areas be identified, we will organize: similar inter-agency efforts to address them. 

Agency-Specific Progress 

While most agencies appear to be making progress in addressing this problem, a number 

,; are not Slippage in agency schedules is not an option. Therefore, we are identifying agencies in 
one of three categories depending on whether there is sufficient evidence they are making 

i adequate progress in addressing this problem. ,,,' 

I 
. ~' . 
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r The follo..ing criteria helped form our evaluation of the information received from the. 	 , 

agencies: 

• Status ofthe assessment of the problem , 'Measurable improvement from previous reports , 	 • 
I 	 • Schedule for completion of the phases of best practices 
, 	 • Dramatic changes in previously reported infonnation or other indications ofCOncern 

The fust category is agencies where there is insufficient evidence of pro~ss. The" 
! 	 agencies in the ftrst category are; Agriculture, Education, Transportation, AID, 
I ,,. 	 The Department ofAgriculture missed its completion date for the assessment of its problem and , reports that il is only 38 percent complete with its assessment. Because of this lock ofprogress. 

the Secretary of Agriculture bas imposed several sttiJ)genl measures on the components of the 
Department, including. moratoriwnon the purchase ofnew information tecimology until the 
assessment is completed, 

Of the Department ofEducation's 24 mission critical systems, 10 are already compliant, 6 are 
being replaced, I is being retired, and 7 are being repaired, The Department missed its 
completion date for the assessment of its systems to be repaired, and reported that 5 mission 
critical systems were already two months behind schedule, Ofthe 7 needing repair, 3 of the 4 
systems directly relating to student financial aid delivery have been ....ssed or are undergoing 
aSsessment. The remaining student financial aid system needing repair, and 3other sy~, had 
not begun assessment 'as of the August report. The Department CUJTently reports that it bas 

, begun all assessments and is taking action to assure thst work on the systems is occelerated so 
~ 	 that problem, found will be corrected in time, 
,,
• 	 The Department ofTransportation will not complete its assessment until December 1997, Based 

on the first part of the assessment, however. the Department bas increased its estimate of the 
work required to fix the problem by 3-fold, In addition, the Department does not plan to 
complete its validation until Decembei-I999. The Deposy Secretary bas increased the executive 
level attention 10 this problem within the Department.• 

" ,, 	
The Ageocy for International Development bas not provided a schedule for its efforts, Based on 
its recently completed assessment of its corporate systems, however, it found that its newly 
implemented suite of systems contained year 2000 vulnerabilities, The Administrator will 

~' 	
update its report in November, , 
For these agencies we D1'e establishing a rebuttable presumption going imo the FY 1999 budget 

''	 formulation process this Fall that we will notfond requests for informamm technoJogy ., 
irrvesimems rmIess they D1'e directlyrelaJed tofixing the)J<D1' 2000 problem. 

For agencies in the second category. we see evidence ofprogresS, but also have conc.ems. 
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Many have strong year 2000 programs which we expect will continue to show progress, 
The agencies in the second category are: Commerce, Defense, Energy, HHS. Interior, Justi~ 
Treasury, EPA, FEMA, NASA, OPM. and SBA. A summary of concerns and progress for these 
agencies appears at Table S.' , , , 

For these agencies. we will discuss 'MiT year 2000program wilh tM'" during tM Fall, buJ will 
forbear applying the rebuttable presumption concemingfimding until we receive (heir November 

\ 15th quarter(v report We will. however, pol IMm or. notice that FY 1999fimdingfor 
information technology investments wm be contirtgent on continued progress in addressing the~, 

, Year 2000 problem, " 	 . , 
l. 
" , 	 The t<'maining agencies - HUD, Labor. State, V A, GSA, NSF, NRC, and SSA - appear
•, to be making progress. 'For these agencies, our approac~ will be as follows: 

Technology investments 0/these agencies will be treated in accordance with OMB's normal 
budgetary review criteria, which include a requirement/hat the investmenJ "reflect lhe agency's 
year 2000 compliarn:~p/an (See OMB Memorandum M-97.()], "Funding Information Systems 
Investmtnls, ''), 

All agency progress will be ,,-<'!Valuated upon receipt oftMir November 1S reporrs, 

Excs:;llion ReRQIl 2Il Systems. 
, 

OMB requires agencies to report on any mission-critical systems for which year 2000 
effoltS have fall." more than two months behind schedule, 

The Department of Energy reported that • number of its sites had not identified any 
, mission critical systems. and that they were, therefore, behind schedule on the assesS1IlCllt phase,, 

Senior management in lllc Department has taken action to assure thst those sites identify their 
mission critical systems and assess whether they are year 2000 compliant. The Department 
reports that there will be some additions to their number of mission critical systems in future 
repoltS. 

The Department of Education reported three systems that .... behind schedule in 
completing their assessment, due to oonttactual problems. They also report that those contractual 
problems have been resolved and that the schedules have been adjusted for those systeDlS to 
assure they wiU be year 2000 compli3nt in timli, 

j, 	 CODtJusioD. 
, 

Overall progress continues, and agencies continue 10 pi.... high priority on fixing this,,. 	 problem, However, a number ofpotential problem areas are apparent, and OMB is taking action 
to ..sun: that these areas receive the proper altention. ' 
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A~~n,x ~o=~ IiIld I:I~ fQr Veil[ 2000 CQlDPUIiIl'. 2iMissjoD Critical S~st~~\ (August 15. 1997)r, 
, 	 A2e~ Assessment Renoyation y.lidation Implementation,. 
• 	 Govmlment..vvide 6197' 12198 1/99 l!I99 

Goal . , ,! Agricwtllle '6197 9/98 9/99' 	 10/99 
Commerce 3/97 12198 1/99 10/99 
, Defense 12197 , 12198 6199 11/99
, 
Education 6/97 '9/98 9198 3/99 

Energy 1/97 9/98 2199 1199 


, HIlS 6191 12198 1199 11/99
, 

HUD 6/97 12198 7/99 11/99 

Interior 3/97 12198 1/99 	 \1199 , Justice 6197 7/98 10198 	 1/99 

,, 	 Labor 6/97 12198 1/99 11/99 

State 6197 9/98 10/98 8/99

DOT 12197 12198 12199 12199 

Treasury 1191 12J98 12198 11199 
, 'VA 	 1/98 11198 1/99 10199' 
AJD 8/97 IBD IBD IBD 


" EPA 6191 12198 1/99 11/99 ' 

~ . FEMA 6197 12198 1/99 ' 11/99
•
1 	 GSA 6191 12198 1/99 10199 ,' , NASA 3197 6199 7/99 12199 


NSF 6/97 12198' 1199' 11199' 

-, NRC 9197 3199 4/99 l!I99 


OPM 6197 12198 11/99 12199
; 
, , SSA 9/96 12198 12198 12198 

SSA' , 5196 9198' 12198 1199' 

, 
I Two digits "'" used for the year since aU dales occUr before the year 2000I 
, Date is ....Ii.r than reponed in May 1997 ' , 

, Date is lat.r than reponed in May 1997 
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TABLE 2 
.. A&enk~ Vew: 2QQQ MissiQD Crili.al S~S!emsi: ' (August 15, 1997) 
~. , 
! 
, Number NUmber Number 

Total Number %of , Being Being Being Number 
Aecnty Number Compliaru Total Replaced Re,pWred Retired UndeciQ~d , 

i I.gricultune 1,239 126 10% 31 932 144! 
; 	 Commeru 503 133 26% 118 158 3 91· Defense 3,695 652 18% 267 2,593 183 , Education 24 10 42% 6' 7 1 
" Energy 399 99 25% 110 122 8 
} 	 HHS 434 115 26% 146 166 7 

HUn 231 51 22% 45 108 21 • 
Interior, 89 19 21% 15 49 6 

{ 

JUstice 
" 

190 '58 31% 11 118 3 

.. Labor 60 9 15% 29 22 0 


State 12 24 35% 36 12 0 

~. 	 DOT 430 0 O"A. 19 408 3 


Tr<asury 310 39 12% 42 239 0 

VA 11 1 9% 0 10 0 

AID 64 20 31% 30 2 0 12 

EPA 61 33 54% 1 21 0 

FEMA 38 17 45% 3 11 I 


• 	 GSA 58 29 ' 50% 11 11 I 
.. , 	 NA~A 451 184 40% 46 225 2 
,· 	 NSF 16 0 0% 12 0 


NRC 1 0 ' 0% "3 4 0 

OPM 124 11 14% 10 ,96 1 

SBA 40 10 25% )0 0 0 

SSA' 29,139 23,456 80% 975 21,884' 8 


.. 	 Total' 8,562 1,646 19% 1,091 5,332 390 103 · , .. 

,,, , Reported and tracking modules (units of computer code !hat when compiled/assembled 

, and executed perform a specltlc business function) rather than systems.
, 

' Includes 11,184 modules where rcnovatiOIlS "'" completed
I 
, , Exdude. SSA which reported modules. 
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,, SWI!S QfAI«D,y Year 2000 Mission Critical SYstems.ll,inll RQiIi!l:~ 
(• (August 15, 1997) 

, 	 Number Assessment Renovation Validation implementation" 

) 	 A~CDCY gfSySJcms % Complete" % Complete 'Yo Complete %Com~ 
~ 

Agriculture 932 3i% 8% 4% 4%; 
Commerce 158 80% 15% 6% 5%I 
Defense 2,593 43%1 14% 5% 0% 
Education 7 30% 0% 0% 0% 
Energy 122 80% 10% IO"~ 5% 
HHS 166 100% 28% IO"~ 10% 

t, ' 	 HUD 108 100% 9% 2'10 I'll., 
Interior 49 100% 43% 0% 0% 

Justice 118 100% 1% 1% 0% 


; Labor 22 100% 15% 11% 7% 
, State 12 100% 25% 0% 0% 

DOT 408 66% 0% 0% 0% 


, Treasury 239 77% 6% 5% 5% 

, 
, 	

VA 10 85% 51%' 28% 13% 
AlD 2 80"10 Q% 0% Q% 

EPA 21 80"10 33% 28% 28% 
FEMA 17 88% 35% 35%' 24% 
GSA 11 100% 21% 14% 13% 

, 	 NASA 225 96% 8% 7% 2%
•
( 	 NSF 12 100"10 33% 25% Q% 

NRC 4 100% 0% 0% Q%, 
OPM 	 Q% Q%% 100"~ 3% 
SBA 0 100% 35% 35% 30% , 
SSA' 21,884 100% 78%' 67% 62% 

, 	 Total' 5,332 56% 12% ,5% 2%• 

, 	 ' 

'OfDefonse'. 3,6951Otal mission critical systems, 60"10 have completed ~ent 


, RePorted and _king 'modules rather'than systems. 


, Excludes SSA which reported modules; percentages are weighted averages. 
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AGENCY YEAR 2000 COST ESTIMATES AS OF AUGUST IS 1997 

(Dollars in Millions, by Fiscal Year) . 

Agency 1996 1997 1998 1999 . 2000 TOTAL 

Agriculture: • 5.0 24,6 49.6 25.3 9.0 113.5 
Commerce· 2.6 11.5 28,0 25.8 ~.6 74.S 

Defense· 1 10.6 389.2 659.8 281.1 7.1 1409.5 
Education, 0.1 0.6 3.4 4.4 0,2 8.7 
EIler2V 1.8 3D.6 54.5 53.2 20.4 160.5 
HHS 9.2 25.0 42.9 20.1 0.0 97.2 
HUD •• 0.7 7.6 35.0 15.0 6.2 64.5 
Interior •• 0.2 2,7 . 5.3 3.9 1.6 13.7 
Jwtice • I.S 8.0 11.5 3.1 0,3 24.4 

Labor' . 1.7 5.3 6,9 3.4 1.1 18.4 
S.... 0.5 '47,6 56.4 29.1 1.6 135.2 
Transoonation • 0.6 18.7 107.9 107.4 3D.I 264.7 

T • 1.3 192.5 518.0 265,0 128.9 lIDS.7 

VA' 4,0 53.0 58,0 47.0 0.0 162.0 

AID 0.0 0.2 0.5 0.3 . 0,0 1.0 

EPA 0.8 3.3 6,8 5.6 2.3 18.8 

FEMA 3:8 4.4 3.0 3.2 1.2 15.6 

GSA 0.2 1.0 1.0 0.1 0.0 2,3 

NASA .. 0.1 8.5 20.5 12.1 '2.2 43.4 

SSF 0.0 0.5 0.8 0.1 0,0 1.4 

NRC 0.0 2,6 2.9 2.9 0.9 9.3 

OPM 1.7 2.1 0,3 0.3 0,3 4.7 

'SBA 1.7 3,3 2.0 0.0 0,0 7.0 

SSA 2.2 15.4 9.5 6.0 0.1 33.2 

TOTAL SO.4 858.1 1684.5 914.3 220.2 3789.2 

Notes: 
These estimates do DO( iDctudc the Fedenl share of the costs for Swe information systeIW thaI suWott Federal 
programs. For example. the Agriculture total does DOl include the potential SO percent in Federal. ma1c:bing 
funds provided to States by Food and Consumer Services to correct their Year 2000 problems. Similarly, the 
HHS total dlX:'S Dot include the Medicaid baseline costs for the Federal. share of state systems. And, while Labor's 
FY 1998 appropriation request includes S200 million for States to correct Year 2000 problems in State 
IlnCClployment insunmce system" that amount ill Dot included in this estimate. 

• Agencies (or which total estimBk increased by more thaD Sl million from the May report. 
•• Agencies for which total estimate dc<:rQSCd by more than $1 million from the .May report. 
I Defense total estimate includes 61.7 million that was Dot alJocatcd by year. 
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TABLES 
CQneems and ProjUeSs for Second Ca\ei0O' A~encjes (cont.) 

A~en,x 

i• OPM ,· , 

SBA 

,,• 
~ 

, (August 15, 1997) 

Principal Concerns 

Completion dates are I.<.r, <han the 
govenui1en<-wide goal. 

Roughly 113 ofproduction lines of 
tooe remain to be reviewed 

Eyjdence of fW=i 

Found and assessed Dew 
mission critical systems, 
began renovation 

Migrating its symms to • 
client-server environment 
by the end of 1998 and 
concurrendy fixing its year 
2000 problem 

• 
" 

" 12 

I, 



,.'.'$ rOa' 1

"PIiI'1 Tz1 S'''. M' »= •• 

'. 
• 

3rd Report '" 
• 

Progress OD Year 2000 CODversioll 


, 

, "' 

, 
,,' 

---~.-------.---.----.'--,-----, '------.---"~-------- 
3 ?~.__ '_0___5' _, ,.__~~_____~,,~ _. ' __ ?~' 5r. ____.5•• ___________ ~ '"__ ?_~ 

- , 
j 

u.s. Office ofManagement and Budget 

As ofNovember 15,1997 

-, 
- _. 

, 
.~ 

" 

, . 
, 

1 



Progress on Year 20(}o Conversion 

Report of the U.S. Office of Management and Budget 


as ofNovember IS, 1991 


The Administration is continuing to work on averting the problems that could occur. if 
systems are not able to correctly process the year 2000. On February 6, 1997, OMB sent a report 
to the Congress entitled "Getting Federal Computers Ready for 2000," which outlines the Federal 
government's strategy to address the year 2000 computer problem in its systems. That strategy 
is predicated on assuring agency account.'lbility. To assist in that effort, OMB required agencies 
to report quarterly on their progress on the fifteenth ofFebruary, May, August. and November. 
(See OMB Memorandum M-97.13, "Computer Difficulties Due to the Year 2000 - Progress 
Reports" - May 7,1997). This report summarizes the agencies' progress and describes other 
actions being taken to assure success. . '" . 

The Federal government's strategy is based On the five phases ofthe best practices for' . 
addressing the problem: awareness, assessment, renovation, validation. and implementation.. 
With advice from the Chieflnformation Officers (CIO) Council, OMB sets government-wide 
milestones for the completion ofwark in each ofthe phases. Agencies then establish p!a.'1S for 
when they would complete the work in eadj phase. Vlhile there are five phases, they az:e no~, 
necessarily consecutive. For example, renovation ofsome systems can be undertaken before:the 
assessment ofall systems is completed. " 

_ This is the thi~uarterly report, summarizing the I'rogress reP.'1l1S the !!ge.\\ci,~l)!J9"":"_·____ _ 
·----~~9iVfI!9.ri.Nov~iIJll<lr I $, _1997,__ _______________________.____...:_._-________ 

Results in Brief 

While all agencies have shown progress, the extent of that progress is mixed. 'I'l1re<i
agencies (DOE, HHS, and OPM) were added to the four (USDA, Education. DOT; and USiuO) 
that were categorized as making insufficient progress in OMS's August report; two others (VA 
and Labor) were added to the group of agencies for which there is progress but alSo concernS; 
and, two agencies (EPA and SBA), which had been in that category were reclassified to the. '. 
category of those demonstrating sufficient progress. Total estimated costs are essentially" . 
unchanged since the previous report, but OMB continues to believe that some agencies' costs 
may still be underestimated, In order to assure that funding is available to each agency to .,':: < 

remedy the year 2000 problem, OMB has taker. actions through the budget process that ilre··;:: . 
described below in the section on agency specific progress. In addition, after considering ~'" .: 
critical need to assure that agencies have sufficient time to test their mission..mtical syste~ in,' 
production settings. the government-wide milestones are being accelerated from December'I998 
to September 1998 for completion ofrenovation, and from November 1999 to March 1999 for" 
implementation. ' 
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Govemmenf·wide Progress: 

This sununa!)' report shows that: 

• Almost allageneies have completed t.~eir assessment of the problem, and all are 
renovating code. 

• Agencies ~ow estimate they "ill spend $3.9 billion fixing the problem. 

• The number ofmission. critical systems that agencies have identified (8,589) is essentially 
unchanged. 

• Of those mission critical systemS:'2,296 (27 percent) are now year 2000 compliant; 4,100 
(55 percent) an: still being repaired; 915 (II percent) are still being replaced; and 381 (4 
percent) will be retired. This compares with 19 percent reported compliant in tha 
previous report. 

This report includes four tables which array and summarize information provided by the 
agencies. 

Table I, "Progress and Plans for Year 2000 Compliance of Mission Critical Systems," provides 
the agenciesl schedules for completing the four remaining phases of the govemment·wide best 
practices. It shows that 21 ofthe 24 agencies were scheduled to have completed the assessment

'=:::. P~!iy'}~£viiii>.oeil ~~1:::'"Qf<iji~§ D-Ol"@ect lli.eru;c~!~'1!!i.Qn ingoyemiiient~0;!~<j~ig:,-.~_"~,:,,__· __-'"._ 
discussed below.) 

Table 2, "Mission Critical Systems," provides a snapshot of the size of tha year 2000 problem 

and the results of "repair; replace, or retire" work thus far. Agencies have now identified 8,589 

mission critical systems, which is slightly more than the 8.562 identified in the August report. 

This change occurred in pan because the Social Security Administration, which previously 


, counted modulesl is now counting systems and has identified 308 mission..critical systems. 

Because agencies know their systems and are responsible for' assuring that agency programs 

continue to ~nction across the date change, OMB has given agencies discretion to define which 

oftheir systems are mission~critical. Several agencies have increased or decreased their numbers 

ofmission..critical systems as they complete their assessments. 


Table 2 also shows that agencies are still repairing the majority (55 percent) oftheir systems, 
replacing ·11 percent, and retiring 4 percent. Twenty-six (21) percent ofagency mission critical 
systems are now year 2000 compliant In August, agencies reported that they were then repairing 
62 pere.n!, replacing 13 percen~ and retiring 5 percent of their mission critical systems, and that 
19 percent wen: already compliant Some agencies have adjusted their figures based on applying 
a more rigo~ous definition of what constitutes compliance. ' 

), 
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T"b 3, ··Mission Critical Systems Being Repaired,' shows that, .. a weighted percentage, the 
government is 9S percent complete with its assessment and 34 percent complete with renovation 
of the mission critical systems to be repaired. In August, the figures were 56 percent and 12 
percent respectively. 

Table 4, 'Year 2000 Cost Estimates,· shows the estimated costs for fixing the problem by 
ageney. 	Agencies now estimate it will cost $3.9 billion to fix the year 2000 problem, which is 
$100 million more than the $3.8 billion estimated in AugUst. That total includes estimated 
expenditures, 0[$783 million in IT 1997 and $LS billion in FY 1998. 	 ' 

The estimates cover the costs of identifying necessary change~ evaluating the cost 
effectiveness of making those changes (flx or scrap decisions), making changes, testing systems, 
and preparing contingencies for failure recovery. They do not include the costs ofupgrades or 
'replacemenm that would o!herwise occur .. part of the normal systems life cycle. They also do 
not include the Federal.hare of the costs for state information systems that support Federal 
programs. The estimates provided by a&encies win continue to change as work progresses. 

~ Based on the reports, many agencies are making good progress in addressing the year 
2000 problem. Most are on schedule and have completed their ..sessment of the problem; all 
have begun renovating systems, and almost all have completed implementation of some mission:
critical systems. However, as the summary tabIes showt most ofthe work still remains to be 

,.-:-~ . -. 	dO.~'ci\5.:orJ:'.~~'Ojil§er 15,§?p,,!,.e.",! §J!h" Ji,s§2jige!!.cYfrlis.s!o.!!:~!l,¥r~~~11],! !d~!i~~.<i..• ... , .. _ ..•___• 
must still be repaired or replaced. 

Progress has been made overalL In particular, progress on renovation (34 percent ' 
complete) and overall system compliance (26 percent complete) is encouraging. However, 
results are disappointing in several of the agencies. and OMS is therefore increasing its oversight 
of their activities. (See the agency~specific diSCUSSion below.) 

As expected, our estimate of the government-wide cost ($3.9 billion) is slightly higher 
than !he $3.8 billion estimate that OMB reported in August The primary sources of the incre... 
are the Treasury Department ($77 million) and the Department ofHealth and Human Services 
($34 million). OMS expects that future quarterly reports will continue to reflne cost estimates .. 
agencies gain more experience about how much it costs to renovate their systems. 

Government-wide Issues 

ACcelerated Goals 

Although the agency reports demonstrate good progress in some areas, overall it is clear 
that a vast amount cifwork remains. The original govemment~wide goals did not provide much 
room for slippage. In addition, it is important to assure that agencies have sufficient time to run 
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fully implemented systems in a production environment Finally, the sense of urgency should be 
clear to both our private sector suppliers and to those with whom we exchange data. j

'Accordingly, OMB has accelerated the government-wide target for comp/etiort ofrenovation 
from December 1998 10 September 1998, and 'he tar8l'1 for completion ofth. implementaJion 

phase from Novemher 199910 March 1999, 
 ,

.', 
Although OMB expects that agencies will make every effort to meet the March 1999 , 

target, OMS also expects that some systems will not meet this target., Accordingly, OMB will • 
ask agencies 10 idenJify in rheir February reports any mission-cri~ical sjstems that agencies do 
nol expecl to be fully implemented by March 19.99, along with the sleps they are taking 10 

develop contingency plans for those systems. ; 


Independent Verification 

Some ofthe private sector firms that have completed most oftheir work in fIXing this 

problet11 have advocated the importance of independent verification that 'systems have.actually 

been·fixed. The agencies have been receptive to tills advice and are requiring that systems be 

certified as year 2000 compliant and independently verified. In most agencies, inspectors general 

have taken an imPortant and active role in assuring that agencies are perfonning proper 


,, 


verification activities, Agencies are also relying on existing processes for independent 
verification. OMB will ask c:gencies to repcrt on their independent verification activities in their 
next quarterly report, 

As stated above, OMS will ask agencies to describe in their February reports the steps 
they are taking to establish contingency plans for any system that is not expected to complete 
implementation by March 1999. In addition, agencies are to have in place a contingency plan 
for any mission critical system that is reported to be behind schedule in two consecutive 
quarterly reports and provide a summary of the plan to OMB. OMB has raslald the CIO Counr.il 
to develop government-wide hest practices in this area. OMB will continue to identify and 
summarize any such plans in future reports to the Congress. 

Data excbanaes with States and Qt~( partnerS 

The Federal government exchanges data with foreign, Stale, and local governments, and 
with private entities. Of particular unportance is theFederal relationship with the States, because, . 
the States operate many important Federal programs. Therefore, year 2000 compliance ofdata 
exchanges with the States is ofgreat importance to both the Federal government and the States. 
To help assure compatibility, the CIO Council has established a working group specifically to 
focus on the e"chaages between the Federal government and State governments. A1randy, that 
group has established points of contact for the States in eacb Federal agency. [n addition, a 
State-Federal sUmmit was held on October 28, 1997, (0 identify specific issues and develop a 

, 
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strategy for assuring that electronic data exchanges between the States and the Federal 

government will not fail. 


. . 
An important piece of that strategy - using. 4·digit contiguous format in year 2000 

compliant data exchanges - was agreed to at the summit. and recently promulgated in a joint 

Jetter from OMB and the National Assooiation of State Information Resource Executives. In 

addition; policy and ~hJ:tical coordination groups have been established to address specific 

issues as they arise. These groups have set targets/:Jr when agencies will have inventoried their 

dalO exchanges "'ilk States (2/1/98), and when they will have communicated wilh the States 

regarding both Ihe precise format ojtheir data exchanges and the timing oftheir change to the' 

new format ()11/98). This some approach will be usedfor all other exchanges. OMB will ask 

agencies 10 ,~eport on progress in this area in their February reports. 


Other Govemment~wide Systems 

OMS has identified and is' working on three goverrunent-~..vide areas where the year 2000, 

problem occurs in other than computer systems: telecommunications, bio-medical devh':es and ' 

laboratory equipment. and facilities. In these areas, the problem occurs in commercia] products 

that have computers or computer chips inside them, and, at least for newer systems, needs to be 

fixed by the manufacturers of those products. OMB has established interagency working groups,· 

each chaired by a key p~ogram agencY in each of these three areas. to raise awareness and to 

work with manufacturers to assure that products are fixed, Each group has developed a work 


_p'1<l!1!m:l se~J;of!~~~ obj~9!1~liQt.!h~~pmiJ~gLrrt9Dfu$.'~Thl:.,Qi<!:'.(1ledis;atdevices" andJaboratory _ •L ______• 

.. ,eq~ipqI~~tg~p~p'. fQ~.~xlll!lPJ~, p!~,l<t!':§~qH~h.~~~~_s~te ~pgl-'~~~~YAt~tf;Q~pti~~~_"_ .__ .0. _ ~~ _.__2 
infonnation about such products early next year. The approach used for these three government~ 

, wide areas will be used for others as they are identified. 

Agency-Specific Progress 

Agency Evalvatjon 

""'hile many agencies appear to be making good progress in addressing this problem, 

some are not. As part ofmonitoring agency progress, OMB has categorized agencies into one of 

three tiers based on the suffiCiency of the evidence ofadequate progress in their reports •. 
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The following criteria were used in OMB's .valuation ofthe infonnation received from 
the agencies: 

· . 	 Status of the assessment of the problem -'. Has the agency missed its Iarget date, or is it , ,.likely to? 

• 	 Measurable improvement from previous reports - Is there measurable and adequate 

pro~ss on renovation, and indications of progress on validation and implementation? 


• 	 Schedule for completion of the phases of best practices - Is the schedule realistic? Is the 
overall progress (including n~m-mission'critica1 and non-IT systems) credible? 

• 	 Dramatic changes in previously reported information or other i,ndications ofconcern. 

The first tier consists ofagencies in which there is insufficient evidence ofadeqUate 

progress. The agencies in the first tier are: the Departments of Agriculture, Education, Energy. 

Health and Human Services, and Transportation, as well as the U.s. Agency for International· 

Development and the Office o~Personnel Management. 


Agricultu .... The SecretJ:iry ofAgriculture and the Chiefinfonnation Officer have dramatically 
increased senior management attention to this issue and taken strong management action. The ' 
Secretary has established a Senior Executive level position for managing year 2000 issues 

.:~:-:: l§i~§t-~ae. l~~aai~o~!:eiiclJ:Eure;."-"re~el~~iiii.rll~1i:ator!ias 1li.:;~"~pp~Inte(r.i YeariO!)O--------
Senior Executive who reports directly to the Administrator and has established year 2000 project 
teams. During FY 1997;the Secretary issued a procurement moratorium requiring CIO approval 
ofany IT procurements over $25,000; under this moratorium, purchases will only be approved 
on an emergency basis or when the acquisition is directly related to year 2000 remediation. This 
moratorium will remain in place throughout FY 1998 and FY 1999 to assure that the year.20oo is 
the Department's number one information technology priority. Although the Department has 
completed the assessment phase. the pace on renovatio~ validation, and implementation 
continues to be slower t?an necessary to meet the Department's schedule, 

Education. The Department ofEducation has begun making progress in addressing its year 
2000 problem. It has established a schedule for its year 2000 work, developed a detailed plan for 
fixing its mission critical systems, imd has hiru:a consultant to assist with key project 
management and technical tasks to assure thal the problem is adequately addressed. However, . , 

the Department remains behind the govenunent-wide schedule, having just completed the 
assessment arits mis~on critical systems and only having begun renovating code. 

Energy. The Department has just completed its assessment ofmission..critical systems at all of 
its gove.rnrnent and contractor sites. In its November report. the Department identified 69 new : ..,
mission critical systems. Renovation is 13 percent complete, and progress in the other phases is 
minimal. In response to these concerns, the Department will require program officials to certifY 
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to the CIO that adequate progress is being made in achieving year 2000 compliance prior to 
receiving IT funds, In its February report, the Department plans to provide OMB a detailed. 
'breakout ofprogress at each site. . 

Health and Human Services (Healtb Care Financing Administration). Although the 
, Department of Health and Human Services (HHS) as a whole is making progress, the Health 
Care Financing Administration (HCFA) bas concerns about the 74 rnission-critical systems of its 
external contnlctors, such as Medicare fiseaJ intermediaries and carriers, A little more than half 
of these contnlctors bave completed their Year 2000 assessments, Furthennore, HHS and HCFA 
bave lirnited ability under current law to influence these contnlctors, HHS is developing specific 
actions, including a legislative proposal, that can be taken to assure.that these systems win work 
smoothly througb the year 2000, 

Transportation. Although the Secretary of Transportation has greatly strengthened senior 
management attention to this problem, the Department ofTransportation continues to be at high 
risk ofsystem failure in the year 2000, in large part because ofpoor progress by the Federal 
Aviation Administration (FAA). The FAA has completed assessments on only 38 percent of its 
systems. TIlis does not include an additional 245 systems the FAA has just identified as mission 
critical. but has not assessed. Moreover, it is likely that additional mission critical systepIs\vill 
be identified, The rest of the Department is also behind schedule, having completed only 91 
percent of its assessment. Progress within the other phases has been minimal since the last· 
repol\ and DOT is unlikely to meet its milestones. 'Because the Department has not completed 
its assessment, it is likely that it has underestimated its costs. 

~----

----. _. Agc-ncy"ior'ixUernati;;-nai Deveiopmen':-USAIIj-is taking~the;o~t m-~age~~t-actio~in --~--
addressing its Year 2000 problem, It has delayed its modernization effort pending year 2000 
work and pl,,,,s to reprogram at least $16.9 million in FY 1998 for year 2000 costs, mostly from 
the funds that were intended for the modernization effort,' AID remains a concern pending ~, 
demonstrated progress as a result of these steps. 

. om .. or Pe".nnel Management. The Office of Personnel Management (OPM) completed its 
assessment in February 1997, but has only renovated 9 percent of its mission-critical systems and 
has not validated or implemented fIxes to any of them. In August OPM issued a contract for the 
renovation of 79 mission-critical systems that support its retirement programs. That contract is 
expected to produce substantial progress in the Spring of 1998, 

For agencies in the second category~ we see evidence ofprogress; but also have concerns. 
Many bave strong year 2000 programs that we expect will continue to show progress. The' 
agencies in the second category are; Commerce. Defense, Interior. Justice, Labor, Treasury~ VA, 
FEMA, and NASA, A summary ofprogress and concernS for these agencies appears below, 
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AetDt)' 

Comm=< 

Defem< 


Interior 


Ju.~ce 

Labor 


Treasury 


, , 

Veterans 

Affairs 


, 
, JEM-',____ 

NASA 

'Progress 


Overall appears to be on·sehedulc; 

assessment ofte1etornmunieations is 

under:way. 


, 

Sub$tantial progress toward completing 
assessment and renovating mission~ 
critical systems. 

Ahead of schedule for renovation of 
mission-<ritical systems; has program to 
fmd nun-IT prol;llems. 

Named senior non-IT officials 
i responsible for Year 2000 in 

componlmts; hiring IV&V contractor, 

Plans 10 accelerate implementation of Jate 
systems; complet~ documentation of all 
external interfaces. 

Increased management oversight; 
significant progress on renovation phase. I andOICi, 

Good management oversighl at IRS. 


Good progn:ss on renovation, validation. 
 A5sessm~nt ,Iill incomplete at VUA. but 

and innovation; schedule is on target; 
 expect completion by 1/98 with substantia] 

some progress on assessment ofbio proportil"n of as~d syslems turning out to 

medical systems. 
 be compliant. ' , 

J.. !~I~ .p.ro&r.es:s:jJ1J:C!lq~~liQJ'l_sin¥e.'pr~yi.9UlL _ ~_~~~~"'~tS£~~.l!I~J.C!t_~I1~.v~t.ing _. -" 
mission-<iritical systems. , report. 


Senior management attention; 
 Size and complexity ofsystems requires 

acCelerating its schedule; has detailed j continued close ~crutin)'; modest progress 

plan irtplacc, sineepTevious fCoort 


Continuing Con terns 

Need for progress in Census, NOM and Pro; 
need for cenlnlized management oversight; 
need fw greater attention to bUreau level 
detail. 

Assessment not yet complete; has a tight 
schedule for meeting a massive Year 2000 
challenge. 
Litt~ improvement in renovation of systems 
since previous report. 

Need greater progress in renovating mission-
critical systems. , 

J 
Need greater progress in renovating mission-
critical &ystems. I 
Assessment is &till inc6Inplete a[ FMS, oce, 

The remaining agencies - HUD. State. EPA. GSA. NSF. NRC, SBA, and SSA - appe... 
to be making satisfactory progress_ ' 

OMBActioo 

The previous report indicated that OMB would take budget action to assure that agenci~s 
are devoting adequate resources to fixing the year 2000 problem, In particular, OMB announced 
that FY 1999 funding for non-year 2000-related information technology investments would be 
contingent upon agency progress on the year 2000 problem. The FY 1999 President's Budget, 
which will be transmitted in February, will reflect that policy, In addition, using OMB's . 
apportionment authority in accordance with the Clinger-Cohen Act (the Information Technology 
Management Reform Act of 1996). OMB is apportioning infonnation technology funds for some 
agencies in FY 1998•. 

OMB will continue to monitor agency progress on a quarterly basis and use appropriate 
budgetary and management tools to ~ure continued progress. 
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E~cwiQn Report QU Systems 

OMS requires agencies to report on any mission-critical systems fo: which year 2000 
efforts bave fallen more than two months behind scbedule. 

The Department ofDefense reports 23 of its 2,741 non-compliant systems ore behind 
schedule. The Department will provide more detailed explanations of the ntission-critical 
systems behind schedui:: in a separate report in December. ' 

The Department ofHealth and Human Services reports that the Health Core Financing 
Adniinistratton's external Medicare local carrie"rs, fiscal intermediaries, and shared systems are 
behind schedule and in some instances have provided unrealistic schedules. . 

The Department of Tnmsportalion has nol completed the assessment phase for a number 
of its mission critical systems, including the FAA's Air Traffic Control (ATC) systems. Since 
the last report, the FAA identified 245 mission critical systems that must still be assessed. For 
those systems other than ATC, the Department had completed a preliminary assessment, but on 
September 19, 1997, the Department issued more stringent criteria for measurement of 
completion ofwork. Those systems are now being re-assessed under the new criteria. The 
Department expeels to complete this reassessment by December 1997. 

Treasury listed two systems that have fallen behind agency mi1estones~ both systems are 
on schedule with resRect to the government-wide guidelines. The initial schedule for aU the 

... :::-:. : : 	co,!,wn~~~~Clh~_.i,utom~t~d <::_oll]!!lei<:j"t~E!yjce~(~<:;~J'\Rd.ic~t~_thal Jh~;;;i~m.;;;;uldJ1C_ ...•___.. __ 
completed by June 1999. Although some non·mission-critical components ofthe system will not 
meet that schedule. all 142 mis5ion~critica1 components of ACS are on schedule to be renovated, 
validated, and implemented with respect to the year 2000 problem by October I. 1995. The 
same holds rolf the Treasury Enforcement Communications System (TECS). The initial TECS 
schedule indicated completion for all (mission..cridcal and non~mission-<:ritica1) components of 
the system by May 1999. For TECS, all 48 mission-critical components are expected ro be 
renovated, validated, and implemented by October 1, 1998, 

The Environmental Protection Agency has two systems that are being repaired and are 
more than two months behind the agency's milestone for assessment completion. Both Systems 
have completed draft assessments and are on a schedule to complete fmal assessments by the end 
ofNovember and to meet the remaining agency milestones. The systems have been proceeding 
under a schedule that preceded the establishment of tOe agency milestones. The agency does not 
anticipate any problems in meeting the remaining milestonest but will continue to closely 
monitor thes(; systems. 

.' 
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.Changes in reQuired n:l!'Jllinll 

. . . OMB will work with the agencies and the Congress to assure that the right infonnation is 

being provided for oversight purposes and to keep the public informed. This effort will be . 

designed so as to keep the reporting burden at the minimum level necessary, so as to avoid 
unnecessarily diverting agency resources from fixing the problem. In addition to the reporting . 

. changes m~ntioned above, additional information may be requested on progress on non-mission ~ 
critical systems and on other government-wi~e. systems. In addition, some other reoorting 
requirements will be clarified. 

. , . 
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TABLE! 

Progress and Plans for Year 2000 Compliance .fMission Critical Systems 
(As 9fNovember 15, 1997, and before any adjustments for accelerated milestoneS) 

Gov't·"ide c:ioaJ ' 
, Agriculture 
Commerce 
Defense 
Education' 
Energy 

HHS 

HUD 

Interior 

Justice 

Labor 

State 

Transportation 

Treasury 

VA 


Assessment Renovation Va1idatioll 

6197 12198 1199 
11197 ~198 9199 

. 	3197 12198 Jl99 
12197 12198 6/99 
1119.7 12198 9/98 
1197 9/98 2/99 
6197 9199 10199 
6197 12198 7/99'· 
3197 12198 1/99 
6197 7198 10198 
6197 12198 1199. 
6197 9198 10198 
12197 12198 7/99' 
7/97 12198 12198' 
1/98 lJI98 1~9 

Implementation 

11199 

9199' 

10199 

11/99 

3/99 \ 


7/99 

12/99 

11/99 

!1199 

1199 

11/99 

8199 

10/99' 

11199 


•...1.012~_,. ._,•• _.,, ._____:.-,= .:AJD_ .: __-.-..-.. -;1;:':1.727 "._... ~L. . , .....Jj/~L......._9{9.9 ___ .. __ ..___ .•_ ..____.___ 

EPA 	 6197 12198 1199 I1/99 
FEMA 	 6/97 12198 1199 11199 
GSA 	 6/97 12198 1199 10/99 
NASA 	 8/97 12198' 1199' 11/99' 
NSF 	 6/97 12198 1/99 11/99 
NRC 	 9/97 12198' 1/99' 4/99' 
OPM 	 .6/97 12198 1199' 6/99' 
SBA 	 9/96 12198 12198 12198 
SSA 	 5196 9/98 12198 1/99 

Note: Bold dates are later than c:ates shown in the August 15, 1997 report; dates v.ith asterisks 

are earlier than the dates shown in the August report. . 
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TABLE 2 ,, 

Mission Critical Systems 
" 

Compliant Number Number Number' " 

,, 
Total Number as Percent Being Still Being Being J 

" 

Number Compliant ofTo tal Replaced Repaired Retired '" 

Agriculture 1341 210 16%58 947 126 ' 
Commerce 513 273 53% 83 119 38 ," 

Defense 3143 672 ,21% 203 2140 128 
Education 19, 7 37"10 6 5 ' 1 
Energy , 468 137 29% 157 161 13 
HHS 487, 159 33% 126 194 8 
HUD 195 62 32% 35 77 21 
Interior 92 26 28% 10 51 5 
Justice 192 51 27% 13 125 3 
Labor 61 10 16% 2724' 0 
Stale 69 27 39% 30 12 ' {) 
Transportation 516 36 '7% 29 149 5 
Tre.SU!)' 296 49 17% 23 220 4 
VA ' 11 I 9% 0 10 {) , 
AID 65 7 I1% 8 31 19 i 

-_.-. ~~£'-~=~ '-~!'=-~==~F~==~=::::::~~=:-"'--fi=::::::-==-:!'-,--- f''---·· 1 
GSA 58 29 50% 17 II I 
NASA 459 211 46% 51 194' 3 
NSF 16 0 0% 4 12 {) 
NRC 7 I 14% 3 3 ' {) 
OPM 124 17 14% 12 94 1 
SBA 40 10 25% 0 30 0 
SSA 308 244 79% 4 59 1 

TOTAL 8589 2296 27% 915 4700 381 

'. , 
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TABLE 3 

Mission Critical System. Being Repaired 
(Percentage Complete) 

Number Assessment Renovation Validation Implementation 

Agriculture 947 100% 12% 6% 7% 
Commerce 148 100";' 30% 23% 22% 
Defense 2140 93% 44% 16% 2% 
Education 5 toO% 20% 0% 0% 
Energy 168 100% 13% 11% 4% 
IlliS 194 - 81% 36% 21% 16% 
HUD 157 100";' 45% 27% 22% 
Interior 64 94% 20% 20% 20% 
Justice 125 100% 18% 11% 6% 
Labor - 24 100";' 16% 12% 7% 
State 12 100% 25% 25% 0% 
Transportation 154 80% 9% 5% 2% 
Treasury- 240 80% 44% 8% - 8% 
VA 10 90% 61% 38% 25% 
AID 34 95% 9% 9% 9% 
EPA 30 100% 50% 40% 40% 

.·::-_·-:~fEt;iA.-. - =.-_.~14;"_-_-.. -_-_-..""'J~.Q9§ _._.. 2J..r.~~::::iJilL~--=-2-i~=-_-=--=:::=~=-=~-= 
GSA II 100% 25% 18% 17% 
NASA 218 100% 14% 11% 11% 
NSF 12 100% 50% 42% 0% 
NRC 4 100% 25% 25% 25% 
OPM 94 100% 9% 0% 0% 
SBA 30 100% 63% 60% 59% 
SSA 289 100% 80% 74% 69% 

TOTAL - 5124 95% 34% 17% 10%
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---, -"NRC---- "'" - - ,"0,0 ",'" --2,6 "2,9"- '--1.9---' 
OPM 1.1 2,1 0,) 0,) 0.3. 4,1' 
S9A 1.7 3,) 2,0 0,0 0,0' 7,01 
55A 2,2 15.4 ' 9,5 6,0. 0,1 33,2; 

I 
I i 

TOTAL 	 60,5 782,8 Im,2 950,2 236,5: lB75,1: 

,NOleS! 

These ntimutes do n<ll include the Federal share 0/the eMU for Slate in/ormation systtfIU ,hal 

supporJ Federal programs, For e:tample. the Agrkulture toral does ItOI include the potential JO 

percent in FederlJ1 malchingfonds p1'(Nided to Statu by Food and COn$Umtf' ~rVict.f It) cl:>i"TeCt 

IMiI' Year 2000 problems. Similarly, lhe nHS lora/ does !WI i",,/ude Ihe Medicaid baseline costs 


for the FNerat share 'o/:Jrau S)!SltIrU. And. whil~ lAbor's FY /998 appropriation inctudn 

$100 million/or Statu to correct fear 2000 problems in Siale unempluy~nt in.tIm:mcll S)'lttms. 

tlwl amoimt is nat indJUkd in this eJtim~ , 


• Agcucies for wbleh total estimate increased by mort man Sl million from the August 1991 report. 

.,. Agencie$ for which total estimate decrused by more min Sl million from me August 1997 report. 
til Treasury ;otaJ includes $9.4 million in FY 200), Transportation total im:ludts $1,1 million in FY 200t. 

I 	 ' 

-_.
Agency 

Agriculture U 

Commerce •. 
, 

, Defttne .. 
Eduution 
£nelJQ'u 
HHS· 
HUD" 
Interior .. 
JU$t~ 

Labor 
StAtt' 
Tranlporu.tion !II 
Treasury" It I 
VA' 
AID· 

EPA 
f£MA 
CSA 
NASA· 

,--_.... NSF-

AGENCY YEAR 2000 COST ESTIMATES 
(Dollars in Millions, by Ffsc(Jl Year) 

,1996: 1997 199.' 1999 2000' 

4.8: 18,4 50,0 

; 

26,21 
! 

9,7: 
2,6. 12,4. 32,9 28,6· ,U, 

14,6 370,8, 71l.6. 214," 30,8: 
0.1 0,6' 3.4: "'.4 1 0.2, 
1.6' 242 42.1 44,3, 17.9: 
9,0 29.$ 72,3, 20,1' 0,0 
0,7 6,2, . 19,5 IS,O 6.2; 
0,2 2.8 10.6 3,0, 0,7: 
I.S 1.3 12,5 3,5 .0,); 
1.7 S.3 6,9 3.4 1.1' 
0,5 47,6 SM 29,1 l.6 
0,' 17.2 109,8 ' 109,6 29,S: 
7,1 174,8 511.> 287,' 122,4; 
4,0 22,0 11,0 67,0 Hi 
1.1 3,0 7,7 1.9 . 0,0 

0,8 3,3 6,1 \,6 2,3 
l,8 4.4 l,O 3,2 1,2' 
0.2 1.0 1.0 0,1, 0,0 
0,1 	 8,2 2Q.9 1),5 2,3 

'-0,0 0,$7--' 0,8 0;1 0,0---' 

. , , 
,TABLE 4 ':' 
j 

TOTAL ,I 
,, 

109.1 ' 
8HI 

1402.S; 
8,71 

130.1 l 
130,9: 
47,6' 
17,3; 
25.11 . 

, 18.4: 

13S,2: 
267,7 

1IS2,':, 
166,0, 

13,7: 

18.81 
15,6; 
2.31 

45,0'

'I.'" 
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SUBJ: The Year 2000 Problem 

Executive Order 13073, which created the President's Council on Year 2000 Conversion 
(the "Council"), requires the Council ~hair and the OMB DireC£Q( to report to you at least 
quruterlyon the year 2000 (Y2K) computer problem. This is our third report. 

While more organizations are becoming aware of. and mounting efforts to address. the 
year 2000 problem in the wake of the speeches you and the v ice President gave at the National 

! ACJdemy of Sciences in July, we continue to beiieve that there are serious risks of system 
~I failures in three basic areas: small and medium-sized businesses, State and local government, 

','" V and lntemat:onal acti viries. Growing public concern abom the possibility of such failures may 
cause people (,0 overreact, which, by itself. could create significant economic difficulties. 

This memo outlines our concerns and some of the steps being taken to address the Y2K 
problem, and .also provides an update on Federal agency year 20'00 progress. 

Assessment: Non-Federal 

We continue to monitor dosely year 2000 progress in key infrastructure areas such as 
energy and transportation. However. widespread failures in the following more general areas 
could have 3n adverse effect on the Nation '5 economic health. 

. Small and Medium~Sized Businesses 

. ,We continue tO,receive indications that one of our biggest possibte exposures~to year 
2000·related disruptions is among small and medium-sized businesses. As you noted in your 
July 14 address, surveys indicate that only half of small and medium~sized businesses aware of 
the problem ir.tend to'do anything about it. This inactivity .... tlllikCly result in many business 
fallures, which would have a negative effect not only on employees and their families but on the 
economy as !l whole, 



On September 8, Secretary Daley and (he Council Chair hosted a meetir..g of 
representati yeS frprn.major business organizations, Including the U,S, Chamber of Commerce, 
t~e National Retail Federation. and the American Business Council. Thev echoed our concerns 
about preparedness and caned for a concerted effort to focus the anemion' of the Nation's 
busine~ses on the year 2000 problem, ' 

The Small Bu,iness Administration (SBA) has mounted an aggressive Y2K public 
awareness campaign and. through its web page and other outlets, is distributing information to 
business owners about the importance of assessing their own exposure to the year 2000 problem 
and steps they can take to prepare their systems for the new millennium. SBA is now planning a 
'~Y2K Action Week" next month, in which SBA fierd, offices across the country would hold Y2K 
se~inars ror the Owners of small and medium-sized businesses. The Council Chair is exploring 
options for broadening the focus of the week to include panicipation by multiple Federal 
agencies. along with the business organizations mentioned above, to encourage increased action 
on the year 2000 problem among small and medium~sized businesses, This may present an 
opportunlty for you and the Vite President to reemphasize your concern about this matter. 

State and Local Government 

Given the American people's heavy reliance upon States and localities for many 
important services. we are very concerned about progress in this area, Unfortunately, there. 
continues to be little activity on the problem among many smaH and medium-sized counties and "
cities, and W(:ak lines of communication and support eXIst between most States and the local 
governments within their jurisdiction. As a former governor. you know that widespread failures 
among State and local governments could mean disruptions in very important services ranging 
.from unemployment insurance to wllter treatment to emergency.services. 

We have worked to encourage States and localities to focus on the problem. In late July, 
Council members participated in a two-day National Governors' Association Y2K conference 
with year 2000 representatives from 45 States,' The conferees had frank and productive 
discussions about how the Federal Government and the States could best work together to 
overcome shared challenges in areas such as transportation, environment. and finance, As a 
resu[t of this conference, the Council Chair now holds monthly conference calls with the State 
year 2000 representatives to discuss cooperative year 2000 effons between the Federal 
Government and the States and how States can help each other to address year 2000 challenges. 
The Council has' also now created aState, Local, and Tribal Government working group, chaired 
by Mickey Ibarra, which. in addition to focusing on Sta~e and local government Y2K efforts, is 
working with Tribal governments to review the impact of the problem on their c·ommunities. 

. . 

Also in July, the Council Chair met with county executives from across the country at the 
National Association of Counties anilUal meeting in Portland, Oregon. He encouraged them to 
increase the I<~vel of their activities and to work closely with State year 2000 officials to ensure 
that'vital State and local services continue without interruption. 

2 



Federal agencies are also actively working with the States to ensure that Federal~Sta(e 
data exchanges 4~eJtto carry out important programs such as unemployment insurance and 
M'ed:caid win be ready for the year 2000. Unfonunately, while most Federal agencies: and States 
have now inventoried all of their date exchange points and are exchanging information with one 
another about whether they are year 2000 compliant,· a n~mber of States are reporting difficulties 
in locating all of [he exchange points at their leveL We will provide these States wtth whatever 
assistance we can so that they are able to complete their inventories. 

International Activities 

We have little control over other countries' yea.r'2000 efforts and. as such, fee1least 
comfortable about progress in thjs area. Although more countries have begun to take notice of 
the i~sue> too few are moul1(ing aggressive efforts to address it. While Japan.has improved its 
response in recent weeks with the adoption of a narional Y2K action ptan, we remain concerned 
about the level of activity in the rest of Asia, as well as in most South American countries, and 
ail of Central America. There is a growing awareness to the seriousness of the problem in 
Europe. but Germany and haly continue to lag behind. 

~ As you know from your summit meeting with Prime Mlnister Obuchi. the Japanese 
--........; Government is interested in stepping up its efforts to address Y2K. The Council Chair has 

agreed, as was reflected in the meeting's U.S.-Japan Y2K Cooperation Statement. to meet in 
Japan at the end of this month with senior government officirus and business leaders. We hope 
to encourage them to take a leadership role 1n encouraging other APEC nations to attack the year 
2000 problem vigorously. 

With 15 percent of our gross domestic product dependenJ upon international trade and 
commerce, we: are especially concerned about [he status of international year 2000 preparations 
in key infrastructure areas such as transportati~n. telecommunications. power, and finance, . 
Concerns about progress in other countries are already starting to spill over into the 
transportation industry, where some maritime shipping companies are developing plans to keep 
their ships at sea in the days preceding and immediately following January 1, 2000, Such action 

. could pose problems for supplies <!f critically needed imports such as oil. 

There is some progress to report on lncreasing awareness of the problem in the 
international community. Following its adoption of a Y2K action resolution in late June, the 
United Nations distributed to Its member states guidelines for how to address the year 2000 
problem. These guidelines, whIch the President's Council helped draft, are intended to help 
countries focus on the problem from a national perspective, emphasizin·g the importance of 
preparations in key infmstructure areas. The OECD has just completed a survey of its 29 
member nations on the state of their year 2000 preparations. And the World Bank, which will 
receive a $12 mHlion U.S_ contribution, is continuing its efforts to increase awareness of the 
problem among developing nations w:th a senes of international conferences on the issue, 



Assessment; Public PereeptiQn 

We are becoming increasingly concerned that the public's perception of the problem and 
its possible outcomes on Hnuary 1. 2000 may cause people'to overreact. Fed by the so-called 
"doomsday scenarios" that envision system failures causing the world to grind to a halt. 
overreaction by millions of Americans could create many self-fulfilling prophecies, For 
example, if people believe year 2000-related disruptions will create shortages on grocery store 
shelves, even though the evidence may suggest that the food supply chain will be una.ffected, and 

~	rush oU[ to buy canned goods, their hoarding behavior alone will create shortages. Sin1i!arty, [he 
wi~hdrawal by millions of individuals of relatively modest amounts of funds from the stock 
market and financial institutions would create major economic difficulties. 

~ ~ , The most direct response to this p~tential problem is to encourage aU organiza~iqos to 
provide the pubiic with accurate information over time about what works and what is Sti!1'3 
challenge, along with infonnntion about related back-up or contingency plans, The pubHc 
responds well to the possibility of natpral disasters like hurricanes because they have confidence 
in our emergency response system. We need to help them' develop similar confidence in our 
ability to deal WIth the year 2000 problem. . 

Assessment: Federal 

Federal agencies continue to make progress in preparing their mjssion~critical systems for 
the year 2000. The lutest OMB summary report shows that 5 the Government's 
systems ru:.e ",eVl row: ~mpliaI!l:JW. frog;j 40 percent iR May_ At the same time. many 
agencies continue to face significant cnnUenges in their year 2000 efforts, The seven agencies' 
that comprise OMB's Tier 1 ~~ those making insufficient progress - are: Defense, Education, 
Energy. Health and Human Services. State, Transportation, and the Agency for International 
Development. These agencies mus,t increase their ovenlU progress if they are to meet the March 
1999 goal for completing year 2000 work on mission-critical systems. 

On September 2, two days before the release of the latest OMB summary report, we 
"JOined Vice President Gore in a meeting with senior officials from the Tier 1 agencies and 

reinforced the message that you and he delivered to the Cabinet in Jam.lary: the year 2000 
problem ~ust be every agency's top management priority_ The Vice President requested that the 
Tiet 1 agencies report back to him next month on the obstacles they face to improv~ng their 
progress and on how they plan to overcome them, . 

Oftne Tier' 1 agencies, those.Qf most concern are HHS, Defense, and Energy, 

Health and Human Services. HHS' Health Care Financing Adminlstration (HCFA) 
remains a serious concern as a res,ult of its internal and extemal systems remediation schedule 

:and escalating cost estimates, As of the August quarterly report, only 56 percent of HCFA's 
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internal systems and l4 percent of external contractor systems had been renovated (the 
Government-wide al'erage is 7l percent), Achievement of the ~S and Government·wide 
milestones will require an extraordinary acceleration of the remediation process in the'lasr three 

'months of 1998. leaving ve~ry little margin for error to deal with unanticipated problems. HCFA's 
cost estimates for Y2K remediation ha.ve increased drarnaticalfy in the last quarter due to a more 
comprehensi ve assessment of contractor systems, and new contingency/continuity of business 
plan~ing efforts, 

De/ense. The Defense Deparunent faces a massive year 2000 challenge thm must be 

accomplished on a tight schedule, It has 40 percent of the Government's mission~critical 


systems, many of which have date~sensitive embedded chips that must be examined. Defense 

has improved irs rate of progress in addressing (he challenge (the percentage of mission-critical 


, terns that are now com lia but the pace 
s w to com te . e. The Department has. however. recently acted to 

bolster its internal structure for addressing the year 2000 problem: On August 7, Secretary 
Cohen ordered greater effort by the Unified Commanders·in-Chief with regard to the Y2K 
problem and created an expanded management team to address the issue. 

Energy, The number of year 2600 compliant systems at the Energy Department has 
increased to 40 percent, from 36 percent in May, and modest progress has been made in the orner 
phases, However, Energy has not yet identified aU mission-critical systems at its government 
and contractor sites, and assessment of the Department's embedded chips and lab equipment 
continues. Energy remains behind the Government~wide schedule for completing work by 
March 1999. Although the Department has defined 411 systems as mission-critical. it has yet to 
set explicit priorities for, and allocate resources among. those systems. The Department's 
independent Office of Oversight Review has recommended that.Energy "focus management 
attention on complex, critical systems that face moderate to significant risk." 

i , . Other Issues 

After several weeks of discussions and negoriations with a wide range of industry groups 
and House and Senate staffers, we were abl,e to develop a year 2000 consensus bill to encourage 
companies to share information about their experiences with products. fixes to their systems, 
testing protocols and results, 'and their general state of readiness. This so~cailed "good 
samaritan" legislation. first proposed in your July 14 speech, would protect companies from 
liability for such disclosures as long as they were made in good falth. While enactment during 
this session is still p. long shot ~~ some have suggested we are seeking a miracle - passage would 
provide a major boost to our efforts to deal with the year 2000 probJem around the world. 

We see an increasing need for moratoriums on regulatory and legislative changes that 
might ninder year 2000 progress, As you know, as a result of bipartisan cooperation, the IRS 
Reform Bill you signed last month delayed the implementation dates for several provisions that 
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would have hindered the IRS's efforts to prepare its systems for the year 2000, But this issue 
also extends to el1tities outside the Federal Government In Ju!y, the Council of State 
Government:; publicly called on the Govemmet?t to avoid imposing·new regulatory or policy 
changes upon the States in the months leading up to the year 2000. The Securities and Excha.nge 
Commission. the Trarisportation Department. and the Federal Reserve Board. have either 
announced, or are plannjng to announce, "year 2000 moratoriums" to avoid hindering the 
progress·of those whom they regulate. 

I 
Over the next few months, the Council wiU begin to monitor and assess the private 

i 	 _sector's yeilt 2000 progress to determine where failures are likely to occur and to begin to 
develop appropriate contingency plans. As discussed earHer. we wHl also corrununi~llte to the 
public what we know about the Hkelihood of economic failures and the Government's plans to 
address them. 

We.wiH also continue to work to increase awaren~s of the problem internationally. The 
Council Chair has nQW met with his counterparts from Great Britain. Canada. South Africa, and 
Mexico and has held discussions with representatives of the Organization of AmeriClln States 
about the possibility of holding a hemispheric conference on the problem. Additionally, the 
Council Chair is working with the United Nations to convene a summit of the world's year 2000 
coordinators in New York before the end of the year. 
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STATEMENT OF JACOB J. LEW 
. DIRECTOR, OFFICE OF MANAGEMENT AND BUDGET 

. BEFORE TIlE COM'VIITTEE ON APPROPRLUIONS 
AND TIlE SENATE SPECHL CO:lcIMITTEE ON THE 

YEAR 2000 TECHNOLOGY PROBLEM 

June 22, 1999 

Good naming:. Chairman Steve~sj Chairman 'Bennett. Senator B)'Td, and Se~ator Dodd. 
am pleased to appear before the Committees to discuss the Federal Government's progress in 
addressing one of the most complex manageme'nt challenges it has ever faced,' the year 2000 
problem. The Federal Government is nOt a.:.one in 'addressing this challenge, as the Senate wisely 
recognized la.<;t year when it formed the Senate Special Commjttee on the Year 2000 Technology 
Problem. This j5 a problem with potentially enormousjmplications for our ~ation_ Every sector 
of our economy 'and all organizations large and small must work together so that we can, as the 
President said in his State of the Union Address, make sure that the :{2K computer bug will be 
remembered as the last headache of the 20th century, not the first crisis of the 21 ~t. 

Today. I would like to address three topics. First, I will descnbe Federal progress in 
addressing the Y2K challenge. Second, I will discuss Federal agency costs and funding for these 
efforts. Third, 1 will describe our next steps to assure that Federal programs that people depend 
upon will not be disr'upted. These next steps include focusing on completion of individual 
sy~tems, ensuring the readiness of Federal programs. arid completion of business contmuiry and 
contingency plans . 

. FEDERAL PROGRESS 

As YOil know, the Federal Government has been working for more 'than thr~'e years on this 
problem. Last week, I sent to Congress OMB's ninth 'quarterly report on Federal,agency progress. 
in addressing the Year 2000 problem. That report shows that FederM age:1cies continue to make 
excellent progress in addressing this ?ballenge. In particular, it shows that 93 percent of the 
Federal Government's mission critical systems are now compliant, an iacrease from 79 percent 
reported in February, 

Fourteen of the 24 major Federal departments and agencies now report that- 1 00 percent of 
their mission ,;)ritical systems are- Y2K compliant. These agencies are: tile Departments of . . 
Education, Housing and Urban Development, Interior. Labor, State. and Veterans Affairs~ the 
Environmental Protection Agency, the ~edera1 Emergency Management Agency, the General 
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Services Administration, the National Science Foundation. the NucJeru" Regulatory COmmission, 
the Office of Personnel Management, the Sociai Security Administration, and the Small Business 
Administration. . 

In addition. two agencies. Commerce and NASA, report that 99 percent of their mission 
critical systems are compliant and that they expect to be finished soon, Three agencies, the 
Departments of Agriculture, Energy, and Health and Human Services, are between 96 and 97 
percent compliant. Four agencies report that between 90 and 94 percent of their mission critical 
systems rrre compliant, including the Departments of Justice and Transportation at 92 percent 
The Department of Defense reports that 87 pe!'cent of its systems are compliant, while the US. 
Agency for International Development has completed implemema:ion of three of its sever. ' 
mission critical systems. 

From it base of 6, 190 mission critical ,systems at this time, 410 missjon critical.s:ys:ems 
remain to b~ finish~dj down from 1,354 in the last report The c~mpliant systems include those 
that have been repaired or replaced as weH as systems that were already compliant. Of the 
mission critical systems that ~emain to be finished, 8j (82 percent) are being repaired. 35 (10 
percent) are being replaced, and 24 (eight percent) a.--e being retired. We are monitonng the , 
completion of each remaining system through monthly reports from the agencies, 

This progress is a tribute to the hard, skillful, and dedicated work of thQusands-of Federal 
employees and contractors: Moreover. the rapid availability of funds through the contingent 
emergency reserve has been key to ensuring progress. 1 would like to thank the Committees for 
helping to erisure that Federal agencies will not fuil to meet the Year 2000 deadline because of 
lack of adequate funding. 

While much work remains to be done, we fully expect that all of the Government's 
mission criticul systems will be Y2K compliant before January 1; 2000. For some time, fixing 
the Year 2000 problem has been the agencies' number one information technology (IT) priority, 
as other 1T projects are being delayed until the Y2K work is done. This action has been managed 
throughout OMB's budget process, 

Additionally, agencies are minimizing any kind of changes to their systems unrelated to : 
Y2K in order to ensure that th~y will be able to maintain the schedules they have set for 
completion of their work. Changes not only divert resources from fixing the Y2K problem, but 
may also undo.Y2K fixes. Based on guidance I issued on May 14, 1999. "Minimizing Regulatory 
and Infonnation Technology Requirements," (M-99-11), agencies are using change management 
processes 1O ensure that new IT requirements or cbanges to IT systems are minimized. 

Again. this effort will ensure that agencies set realistic goals for the completion of [heir 
work and will enable them ~~ and ,us ~~ to measure their progress against their own goals, . 
Agencies are working hard to finish fixing their systems, and we are confident that every mission 
critical sysrem_ will be readyJor the year 2000. 
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Y2K COSTS AND FUNDING 

First and foremost, I want to recognize that the transltion into thc'Year 2000 has posed a 
un.ique challenge,' Fonnulating the Federal response has required a great deal of attention, hard 
work. and flexibility. in advance of my more detailed comments on this subjectt let me thank 
you for all of your work·and leadership in helping to ensure that sufficient funds are uvuilabkin 
a timely manner to address Y2K remediation. As we have scrutinized agency requests and 
funded the most critical ones, the utility of this funding mechanism has been proven many times. 
Simply put. without such a fund. many Federal agencies would [lot be neady as far along in their 
efforts as they are tooay, ' 

I would also like to emphasize that the Administration's strategy for monitoring 
Government-wide progress on Y2K has been predicated on agency accountability. We have 
systematically monitored agency progress, using a range of performance mC{jsures -- compliance 
of mission critical -systems, status of mission critical sys.tems being repaired, progress on high 
impact programs, etc., as' well as agency Y2K cost estimates. These measures a..re linked, and 
together provide the most accurate picture of the Government's overall readiness. On a quarterly 
basis (or more frequently, if needed), agencies have been required to update OMB on their Y2K 
progress and to explain all significant ch.anges in these measures. . 

\Ve,huvc tried to strike the appropriate balance to ensure agency accountability without 
diverting vital resources from Y2K compliance activities to reporting requirements. In addition, 
the Administration has tried to be as forthright as possible in sharing information about Y2K 
readiness, OMB has directed that agency quarterly reports and detailed spending plans be 
forwru:ded to Congress, and we have appreciated your input as we have worked together to 
address the challenge posed by Y2K, 

As you know, last September the Administration requeste'd an IT 1998 supplemental 
appropriation for $3.25 billion in contingenternergency funding to address urgent, emerging 
needs: associated with Y2K conversion activities, This request was consistent with Senate action 
to that poin~.lbe Omnibus.bilt provided contingent emergency funding 0($2.25 billion for non~ 
defense activities and SI.1 billion for defense-related activities for Y2K computer conversion. 
As you nlso kflow, OMS is responsible for allocating the non~defense contingent emergency, 
reserve. To date. $1 .768 billion has been allocated from the non-defense reserve, and $14 
million has been returned to the reserve at the request of the House Appropriations Committee, 
Therefore, $496 remains in reserve for unforeseen requirements. Of the $1.1 billion proyided for 
defense-related activities, $935 million has been released and $165 remains in reserve. 

In order to determine how to best utilize an available non-defense funding for Y2K ~~ 
both base appropriations and emergency funding -~ OMB has worked with agencies on an 
ongoing basis to evaluate total Y2K requirements. First, OMB made certain that agencies' 
received funding for activities that were requested in the President's FY 1999 Budget, but were 
directed to be funded from the contingent emergency reserve. Since then, agencies hav'e been 
asked to forward requests for contingent emergency funding on an n.s~needed basis. Thc~e 
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requests are then reviewed by' OMB examiners from both the Resource Management Offices 
(RMOs) -liaisons to the individual agencies - and analysts from our Infonnation Policy and 
Technology Branch. In combination, they review these requests to ensure that requested funding 
is: 

Y2K~reiated and is the most cost-effective option to facil!tare compliance. 

Addresses on unforeseen need, nm one accounted for within existing agencY,pians, 

Cannot be accommodated within appropriated levels for FY 1999. 

Cannot be addressed using unobligated balances of Y2K emergency funding. 

In some cases. funds have also been requested to support outreach to non-Federal entities 
,in support of (he efforts of the Presjdent's Council on Year 2000 Conversion. 

Once reviewed and discussed with the affected agency, OMB staff make 
recommendations to OMB policy officials. These levels are then finalized and included in an 
emergency release, As you know, pmsuant to the Omnibus Act, detailed information on each 
affected agency's spending plan. as well as an account~by~account breakdown of the requc:;;t as a 
whole. is provided to the Congress, The funds in the release are not made available to the 
agencies until 15 days ~ter the transmittaL 

Once t.he funds are allocated, each OMB Resource Management Office has been tasked 
with tracking the Y2K-related expenditures for the agencies it oversees, including emergency 
expenditures, At a minimum, the RMOs review the agency quarterly report to confirm that 
appropriate progress is being made and thar each agency can cogently explain lL!\ cost levels and 
cost changes, Then, depending on an agency's status, RMOs have used different methods to 
track Y2K-related spending. All agencies that have received emergency funding have forwarded 
data on obligations to date to their RJvtOs. This data has informed our consideration of 
subsequent emergency requests, and has resulted in severtlJ reprogramming requests rather than 
additional releases. For example, in the Department of Health and Human Services. we recently 
reprogrammed funds from HCFA to the Administration for Children and Families. More 
reprogramming proposals may be forthcoming as agencies further refine their estimates for FY 
1999 and 2000. 

In addition. some RMOs monitor Y2K-related obligations andlor outlays on a more 
regular b3Sis. and require'detailed 1ruonTI!ltion on the expenditure of both base and emergency 
resources. Finally. because of their unique period of availability (FY 1999 - FY 2(01). 
emergency funds are very transparent in tenus of budget execution. The R..'vlOs have been giyen 
discretion in terms of treatment of both base and emergency funds in the apportionment process, 
as is OMB', general policy. 
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Your Comminees have asked me to focus on the cost inc'reases'since the 1St OMB Y2K 
Quarterly Report, which was issued February 1997, In that report, the five year (FYs 1996
2000) Federal cost of Y2K was reported estimated a.t 52.3 billion. However, it is now clear that 
in tqe first quarterly rcp~rt. we were not fuily aware of the magnitude of the year 2000 problem. 
Initially, it wm; thought thar fixing the problem would primarily involve mainframe computers 
and legacy applications, 

. ' 

As y.'e and others learned in the course or remediation, the' problem was far more 
complex, involving desktop personal computers, embedded chips! and telecommunications 
components, Cost increases frem ~Ie l' to 4· OMB Quarterly Report (through March 1998), 
totaling $2.4 biUion t resulted from a ben~r understanding of the scope of the problem and 
increasing agency attention on the cost estimates. It is important to note that until FY 1999. 
agencies funded their year 2000 costs exclusively out of base appropriations, Prior to ~e 
availability of emergency funding. all cost increases were absorbed within agency operating 
budgets, 

Since the broader uni verse of Y2K remediation was clearly established. costs have 
remained within a more predictable band, From the 4'" OMS Quarterly Report (March 1998) to 
the 9" OMB Quarterly Repon (June 1999), costs reponed for FYs 1996 - 1998 changed by $164 
million, or 4,7 percent of the three~year totaL Of this, estimates for Defense have changed by 
$128 million, or 3.6 percent of the three~year tmaL Since last March, then, cost estimates for 
non~defense agencies for FYs 1996 ~ 1998 for have changed by a little more than one percent 

The inGrease in FY 1999 funding, $2.8 bHlion between the 41ll and 9th OMB Quarterly 
Reports, has supported activities that have been subjected to the rigorous policy review that 1 
have discussed. Most of the cost increases can be attributed to specific activities: remediation 
for infonniuioll technology systems, testing to ensure that systems are Y2K comptiant•.. 
replacement 9f embedded computer chips, and creation and verification of Beeps, I am 
confident that this funding has helped to eosure that important Federal programs will ha-.:e a 
smooth tran:;ition into the year 2000, Py 2000 costs, which have increased by $509 million over 
the same period, are primarily for Y2K project offices to manage and monitor the transition into 
2000. as well as for retesting and recertifying contingency plans, The details of agency spending 
plans continue to be made available for yOUI' review as this process moves forward. . 

I would now like to tum to another issue that 1 have been asked to address: the difference 
between agency estimates and actual costs, I believe that this question stems from the cOst table 
in each OMS Quarterly Report, hI that ,"hIe, past'years (FYs 1996 - 1998) are characterized as 
estimates even though, as you know, the budgetary data for those years reflects actual 
expenditures. With OMB's approval, agencies have refined the universe of Y2K-related COStS 

since FY ]996. As an activity is added to the Y2K universe, we want to make. certain that we are 
capturing the five-year cost of that activity. For example, a Department may not have reported 
embedded' chip replacement as part of their initial Y2K estimate. However, they later received 
guidance to so, In such a case, OMB has worked with the Department to verify that the multt
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year cost of embedded chip replacement was being reported, If this required changing an 
estimate in a past fiscal year, agencies did so with OMB approval At the same time. future year 
e.stimates may have been adjusted to account for· newly recognized activities. Thus, although the 
budget data fer FY s 1996 - 1998 arc actuals, since recognition of the scope of the Y2K problem 
bas changed over time, OMB bas not asked for or characterized costs for those years as actuals, 

Another component of this issue is that Y2K-related expenses can be aggregated m a 
level beJow or above budget accounts. Y2K~related expenses are embedded in broader operating 
budgets, We have worked to ensure that we are capturing Y2K-related costs and that agendes 
are making defensible and standa.-uized assumptions about these casts. Conversely, we are trying 
to filter oot activities that were wholly planned for and would bave been implemented reg!lfdless 
of Y2K. 

NEXT STEPS 

As I stated earlier, now that most of the work on fixiog mission critical ~)'Stems is 
completed. OMB will shift its focus from aggregate figures for system readiness to ensuring the 
readiness of individual systems: In addition, OMS and the agencies are beginning to focus on, 
two new priorities. 

Ensuring the readiness of Federal programs, particularJy 43 high impact programs that we 
have identified. 

Planning for business continuity and contingencies. 

Ensuring the Readiness of Federal Programs 

. While ':Ve have made excellent progress in preparing our systems, we are not yet done. 
We must make sure that Federal programs, particularly those thal have a direct and immediate 
affect on the health. safety, and well-being of the public, function smoothiy. As I have ju~t 
related [0 you, we are confident that critical svstems will be ready. But because Federa) 
programs partner with other entities, including other Federal agencies; State. Tribal, and local 
governments; banks; contractors; vendors; and other entities; it is critically important to ensure 
that all partners are working together to ensure that the program me'y support will be ready. The 
critical task is to make sur~ that ll?t just systems, but the nrograms they support, will be ready, 

Accor~ingly, on March 26, i 999, I asked agencies to take this next step. r also identified 
42 "nigh impact" Federally supponed prognims and directed Federal agencies to take the lead on 
working with other Federal agencies, State, Tribal. and local governments, contractors. banks, 
and others to ensure that programs critical to pohUc health, safety, and well-being will provide 
uninterrupted services, Examples include Medicare and Unemployment Insurance, The list was 
subsequently revised to include the National Crime Information Center at the Department'of 
Justice, bringing the total to 43. 
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Agencies have also been asked to help partners develop year 2000'plans if they have not 
already done so to ensure that these programs will operate effectively, Such plans are to include 

. endFto-end testing, developing complementary business continuity and contingency plans. and 
sharing key information on readiness with partner organizations and with ,the public. Agencies 
are repo;ting'lo us monthly and will demonstrate the readine-lis of each program by September 30, 
1999. A table of the programs, .including the partners agencies are working with is included'iast 
week's quarterly report. ' 

-Business C.Qntinuity and Contingency Planning 

Although we expect all Federal mission critical systems to be ready by January 1, 2000, 
rind although we are prepared to demonstrate the readiness of a number of critical programs, it is 
still important that every ngency, no matter how wen prepared, have a business continuity and 
contingency plan (Beep) in place. 

Agencies have identified their core business functions and are using these as a basis for 
developing business continuity and contingency plans, which win ensure iliat these core business 

,functions will operate smoothly, no matter what glitch may occur i~ an agencies' systems or with 
an agencies' partners. While we are confident that the measures taken for Y2K compli~nce are 
sound, the chance remoins that, despite testing, a bug may stiB slip through. Furthennoret 

elements beyond an agency's control are at ri$ik from the Y2K problem as well., For example, 
bad data from a data exchange partner or the inability of a vendor to provide key supplies could 
disrupt work at an agency. 

Let me make it clear that we do not anticipate any disastrous consequences as a result of 
year 2000 computer problems in Federal systems. It is possible. and even likely in $Ome 
situations j that there wiJI be glitches in systems that result in minor disruptions to the ways that 
agencies opemte. Accordlngly~ for each core business function and its associated systems, 
agencies have identified risk factors, and assigned them a probability rating as well as an impact 
rating. The ag~'ncies use these ratings to prioritize yunctions and systems. Work-arounds and 
back-up plans are established ru; contingencies. . 

Although we do not expect any disasters, it is always wise to prepa.."e for the worst. Since 
the 1970s, agencies have been required to have in place Continuity of Operations plans (COOP 
plans), to address such emergencies. In the event of a disaster, whether related to Y2K or to a 
national emergency, such as a terrorist attack or regional weather emergency su~h as a tornado or 
violent snov ...storm, agencies are using their COOP plans to ensu:-e that the agency will continue 
to function. I also asked agencies to ensure that the development of their BeCp was coordinated 
with 'pending revisions to each agency's COOP plan. Again, although we do not expect any kind 
of Y2K disaster, agencies are developing plans, in coordination with their Beeps., La address thls 
contingency. . ' 
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On May 13, J999, I issued guidance on this subject, "Business Continuity and 
Contingency Planoing forthe Year 2000," (M99·16). This memorandum asked all ageocies, 
including smaU and independent agencies, to submit to OMB by June 15 their business 
continuity and contingency plans (Beeps), This memorandum also identified a number of 
infrastructure areas for which agencies should make common assumptions, such as electric ' 
power. financial services, and public voice and data communications, 'This common assumption 
is that there will be no nation-wide disruptions within these infrastructure services, 

By setting these risk areas aside from agencies' business continuity and contingency 
planning, agencies are able to focus on ensuring that their core business functions and affiliated, 
system/> will work. In the extremely.unlikely event that a catastTOphjc emergency occurs that 
damages loca] infrastructure, communications, or the agency building itself -- whether caused by 
Y2K, or by a narural disaster. terrorism, or war - the agency~s COOP plan will address these 
contingencies. 

On the international side, the State Depanment is leading a wOrking group of those 
agencies with employees overseas in order to develop risk assumptions and appropriate 
responses, to be used in the development and refinement of those programs' Beeps, 

Becps are an increasingly important component of agency progress. Llke a good 
insurance policY, n sound plan is important. no matter how weB you have taken care Qf your 
systems, TQ ensll.re quality and consistency, 1 have directed agencies to use the General 
Accounting Office's (GAO) guidance on this subject in preparing their pians. Additionally, 
many agencies are working closely with their Inspectors General and/or expert contractors in the 
development and testing of theSe plans. Finally, OMB is reviewing the high-leveJ BCeps of 
agencies, which were due June 15, and will provide feedback and guidance to the agencies on an 
individual basis. 

Prepayment 

. As pan of their contingency planning, some agencies have explored the possibIljty of 
making some payments j'a December that would otherwise be due in' January to ben·eficiaries. 
contrnctors. and offiers, However, the Administration has. determined that such actions. are not 
necessary at this time, given the level of readiness of agency payment systems and agency 
business continuity and contingency plans. Moreover, the extensive downside risk to 
prepaym~nt mitigates strongly against implementing this contingency plan in an b'ut the most 
exceptional circumstances. .. 

, First, and most imporL.'lntly, issuing such payments early would require reprogramming of 
payroll and other financial management systems. J have previously scated that any changes to 
~ystems should be minimized as they not only divert resources from fixing the Y2K problem. but 
also may undo Y2K fixes, It would be highly irresponsible to implem~nt a contingency plan that 
could worsen the ycar.2000 problem, 
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Second. making early payments would have tax implications for individuals and 
businesses. Undoing any tax implications WQuld require legislative changes for lhe Internal 
Revenue Service. whlch in turn would be required to make changes to the tax code and to their 
systems, All of these actions would be both costly and time-consuming, 

Third, such actions could easiJy be interpreted by the puhlic as an overall sign of lack of 
confidence in the ability of the Government to make its payments after January 1, Such a signal 
could prove disastrous for the national economy as punicked citizens turn to Withdrawing their 
currency in an tlcipation of a currency shortage. This sort of panic is a self~fulfilling prophecy, 
Public panic and overreaction is a problem far larger than the technology pro~lem and something 
we are very concerned about. 

Finally, even allowing prepayment in extremely limited areas increases pressure to 

provide early payment for everyone. 


Any uncertainty about the readiness of agencies to make benefits pa)ments should be 
mitigated by continuing to focus on fixing and testing systems, Agencies should also consider 
alternative contingency plans that do not introduce such high levels of Y2K risk into systems or 
diat could propagate pUblic panic, ' 

Despite these concerns. however, there may be a few rare instances in which early 
payment is the best option. In any such instances, agencies may request authority from OMB to 
pay certain benefits early if certain criteria are met These include demonstration that there will 
be suhstantial harm to individuals from not getting a time!y payment, a high likelihood that 
timely payments' (either by norma] program operation or through a contingency) will not be 
made, assurance that early payments made win be targeted only t9 those recipients wbo would be 
harmed, and thnt early payment will substalltially mitigat'e the barm. The agency must also be 
,willing to make a public announcement of these decisions and to work with the Department of 
T~asury so thut adequate cash management practices are maintained, Throughout the remainder 
of the year, we, will continue to review this matter with agencies, 

.CO~CLUSIONS 

In conclusion, during the 192 days remaining before the year 2000, we plan to: 

, Complete work on remaining mission critical systems and on other Federal systems. ' 

Conduct end-to-end testing willi the States and other key partners, placing special 
emphasis on e,nsuring the readiness of programs that have a direct and immediate impact 
on public health. safety, and well-being. 

Complete and test business continuity and contingency plans as insurance agatnst any 
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disruptions related to Y2K failures. 

Promote Y2K awareness with State, local, and Tribal governments, with the pnvate 
sector, and with other nations. 

Thank you for the opportunity to allow me to share infonnation with you on the 
Administration>$ progress. The Administration continues to treat this challenge with the direct, 
high-level attention it deserves, The additional focus on the year 2000 problem by the President, 
Congress. and the public has resu~ted in agencies focusing management attention on the issue and 
taking a close look at their resource needs. The Year 2000 contingent emergency reserves have 
helped ensure that agencies have access to funds to facilitate their work. OMB remains 
committed to working with the Committees and Congress on this critical issue. I would be , 
pleased to answer any questions you may have. 
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