
5 uses @ 8902a (2000) 

@ 6902a, Debarment and other sanctions 

(at (1) For the purpose of this section-
{;'.) the terrr, "provider of health care services or supplies" or "provider" 

n:.eans· a physician, hospital. or other individual or entity which furnishes 
health care services or supplies; 

(S} the term "individual covered under this chapter IS uses @@ B901 at 
seq)" or "co\'ered indiviccal" means an employee, annuitant, fan:.ily member, or 
former SPOllS€: covered by a health benefits plan described by section '89C3 or 
B903a; 

{C) an individual or entity shall be considered to have been "convicted" 
of a criminal offense if-

(i) a judgment of conviction for such offense has been entered against 
the individuvl or entity by a Federal, State, or local court; 

{iiI there has been a finding of 9uilt against the individt:al or entity 
by a Fejeral, State, Or local court with respect to such otfense; 

(iii; a plea of guilty or nolo contendere by the individual or entity 
has been accepted by a Federa~, State, or local court with respect to such 
offense; or 

(iv! in the case of an indivict:al. the individual has entered a first 
offender or ()ther program pursuant to which a judgment of conviction for such 
offense has been withheld; 

without: regard' to' the pendency or outcome of any appeal (other than a 
judgment of ilcquittal based on innocence) or request for relief on behalf of the 
individual or entity; and 

(0) the term "should"know" means that a person, with respect to 
information, acts in deliberate ignorance of, or in reckless disregard of, the 
truth or falsity of the information, and no proof of specific intent to defraud 
is required; (.) 

(2) {Ai NctwHhstanding section 9902!jl or any other provision of this 
chapter (5 U!;es @@ a901 et seq], if, under subsection (b). (Cjf or (d), a 
provider is barred from participating in the program under this chapter [5 uses 
@@ a901 at seq], no payment may ,be made by a carrle~ pursuant to any cOntract 
under this Chapter leither to such provider or by reimbursement) for any service 
ox supply furnished by such provider during the period of the debarment, 

{HI Each contract under t3is Chapter [5 WSCS @@ 8901 et seq] shail contain 
such provisions as may be necessary to carry out subpa~agraph (A) and the other 
provisions of ~~is section. 

(bl The Office of Personnel Management shall bar the following providers of 
healtl"'. care ~>ervices or supplies from participating- in the pr.ogram under this 
c:'1apter :5 USCS @~ 8901 et seql: 

(1) Any provider that has been convicted, under rederal or State law, of a 
criminal offense relating to fraud/ corruption, breach of fiduciary 
responsibility. or other financial misconduct in connection wi::h the delivery of 
a health care service or supply. 

l2) Any provider tha~ has been convicted, unde~ Federal or State law, of a 
criminal offense relating to neglect or abuse of patients in connection with the 
delivery of a 3ealth care service or supply. 

(3) Any provider that has been convicted. under Federal or State law, in 
connection with the interference with or obstruction of an investigation or 
prosecu~ion of a criminal offense described in paragraph (I) or (2), 

(4) Arty provider t~at has been convicted, under federal or State law, of a 



criminal off~nse rel~~ing ~o the unlawful manufacture, distribution, 
prescription/ or oisper'.sing of a control:'ed suo.stance. 

(S) Ar.y provider that is c'..trrently debar-reo, suspended. or otherwise e.xcluded 
from any proc".lrement or nonprocurement activity (within the meaning of section 
245-5 of the Federal Acquisition Streamlining J..ct of 1994 [31 uses @ 6101 no~e)). 

(c} The Office may bar the following providers of health care services from 
participating in ~~e program under this chapter [5 uses @@ 8901 et seq): 

\ll Any provider-- . 
fA) whose license to provide health care services or supplies has been 

revoked, suspended, restricted, or ~ot renewea, by a State licens~n9 authority 
for reasons !:elating to the provider!s professior.al corr.petence, professional 
performance, or financial integrity; or 

(B) that surrendered such a license while a formal disclplinary proceeding 
was pending before such an authority, if the proceed~r.g concerned the provider's 
professional competence, professional performance, or financial in~egri~y. 

(2) Any provider that is an entity directl.y or indirectly owned, or with a 
control interest of 5 percer:t or more held. by an individual who has been 
convicted of any offense described in subsection (b), against whom a civil 
monetary penalty has been assessee under subsection (d), or who has been 
debarred frO:li participation under t~is chapter {5 uses '@@ 8901 et _seq. J. 

(3) Any individual who directly or .:.ndirectly owns Or has a control interest 
in a sanctioned entity and who knows or should know of the action constltuting 
the basis for the entity's cor:viction of any offense described in subsection 
{hl. assessment with a civil monetary penalty under subsection (d), or debarment 
from participation ~nder this chapter (5 uses @@ 8901 et seq.]. 

(4) Ar.y provider that the Office de~ermines, in cor:nection with claims 
presented under ~his chapter [S uses @@ 3901 et seq.;, has charged for health 
care servi,ces or sapplies in an amot:nt substantially in excess of such 
provider's customary charge for such services or st.:pplies (ur:.less the Office 
finds there is good cause for such charge), or charged for health care services 
or supplies which are st.:bstantially in excess of the needs of the covered 
ind1vidual or which are of a quality that fails to meet professlor:.ally 
recognized standards for such services or supplies. 

(S) Any provider that the Office de~ermines has committed ac~s described in 
subsection (dl. 

Any determination under paragraph (4) relating to whether a charge for health 
care services or supplies is substantJ.ally ':'n eJtcess of the needs of the covered 
individual shall be made by trained reviewers based on wri':ten ttedical protocols 
developed by ?hysicians. In the event such a determination cannot be made based 
on such protocols, a physician in an appr:opriate specialty shall be consulted. 

(dl Wh~never the Office determines-
(1) in connection with claims presented under this chapter [5 uses @ 8901 e~ 

seq.], that a provider has charged for a health care service or SUpply which the 
provider kr.ows or should have known involves-

:A) an ~tem or service not provided as claimed; 
(B) cha=ges ir. violation of applicable charge limitations under section 

B904(b); or 
ie) an item or service furnished during a period in which the provider was 

debarred from participation under this chapter (5 uses @@ B901 et seq] pursuant 
to a determination by the Office under this section, other than as permitted 
under subsection (g) (2) (B): 

(2) that a provlder of health care services or supp"",,les has knowingly made, 
or caused to be made. any false statement or misrepresentstion of a It",aterial 
fact which is reflected in a claim presented under this chapter [5 uses @@ B901 
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et seq.}; or 
(3) that a' provider of heal~h care services or s~pplies has kncwi~gly failed 

to provide any information requ~rec by a carrier or by the Office to deter~ine 
whether a payment or reimbursement is payable under tbis chapter [5 uses @@ 8901 
et seq.] or the amount of any $uch payment or reimbursement; 

~he Office reay, in addition to any other penalties tha~ may be prescribed by 
law, and after cor.sultation with the Attorney General, imp'se a cl.vil monetary 
penalty of not more than $ 10,000 for any item or service involved. In, addition, 
such a provider shall be subject to an assessment of not mOre than twice the 
3rt,Ount claimed fer each such i~em or service. In additiof'., the Office may ~ake a 
de::errr,ir.atio~ in the same proceeding to bar such provider from participating in 
the program under this cbapter [5 uses @@ 8901 et seq]. 

Ie} The Office-
(l} may not initiate any debarnent proceeding against a provider, based on 

such provider's having beer. convic::ed 0: a crilt',ina::' offense, la':er ,:han 6 years 
after the da::e on which such provider is so convicted; and 

(2) may not initiate any action relating to a civil penalty, assessment, or 
debarment under this section, in connection with any claim, later than 6 years 
after ::he date t~e claim is prese~ted, as determined under regu~atior.$ 
prescribed by the Office, 

if) In making a determination relating to the appropriateness of imposing or the 
period of any debarment under tbis section (where such debarment is ~ot 
mandatoryl. or the appropriateness of imposing or the amoant of any civil 
pena.l~y or assessme:-tt t.:oder this section, the Office shall ::ake into accoun::-

(1) the :-tature of any claims involved and the circumstances under which they' 
.were presented; 

(2) the degree of culpability, history of prior offenses or improper co~duct 
of ::he provider involved; and 

(3) s".lch o':her mat-ters as justice may require. 

(g) ill IAl E:<cept as 'provided in subparagraph iB}, debarment of il provider 
under subsection {bj or (ei shall be effect~ve at such time and upon such 
reasonable notice ::0 suc!'! provider, and to carriers ar.d covered ,",ndividuals, as 
shall be spec.,fied i" regu:'ations presciibed by the Office. Any st:ch prcr.rider 
that is debarred from participation may request a hearing in accordance witb 
subsection (h) (1) . 

(8) Unloss the Office determines that the health or safety of individuals 
receiving heal~h care services warrants an earlier effective date, the Office 
s!'!all not r:"!aktl a deterrr,inatJ..o" adverse to a provider ur.der subsection (e) (5) or 
(d) until such provider has been given reasonable notice and an opportunity for 
the determination to be made after a hearing as provided in accordance with 
subsection (hi (I), 

(21 (AJ Except as provided ir. subparagraph (B), a debarroen:: shall be 
effective with respect to any health care services or supplies furnished by a 
provider On OJ: after the effective date of such provider's debarment. 

(8) A debarment shall not apply with respect to inpatient institutional 
services furnished to an indivioual who was admitted to the institutior. before 
t!1e date the debar.JIe~t wO'.lld otherwise become effective. :.lntil the passage of 3C 
days after s".l(:h date, unless the Office deternines that the healtb or safety of 
the individual receiving those services warrants that a shorter periOd. or that 
no such periOd. be afforded. 

(3) Any ~otice of debarme~t referred to in paragrapb {I) shall specify the 
da::e as of which debarment becomes effec::ive and ':he mi"imum period of ti~e for 
which such debarment is to remain effective. 10 the Case of a debarment under 



paragraph {l}. 12), (3). or (4) of s'Jnsection in), the minimum period of 
debarment sha]l not be less than 3 years, except as provided in p(l.r(l.gr(l.ph 
(4; (8) (ii). 

(4) (A) A provider barred from participating in the program under this 
chapter (5 uses @@ 8901 et seq.] may, after the expiration of the ~inimum period 
of deb(l.rment referred to in paragr(l.ph (3), apply to the Office, in such manner 
as the Off1C(~ may by regulation prescribe, for terr..ination of ~he deb(l.rment. 

{S; l'h(o Office may-- ' , 
(i) ter~inate the debarment of a provider, pursuant to an application 

filed by such prey-ider after the end cf the minimum debarment periOd, if the 
Office deterrrdnes. based on the conduct of -.:he applicant, lh(l.t-

j!) there is no bas is under subsection (b), (cj, or (d) for 
continuing the debarment; and 

(11) tr.ere are reasonable assurances. that the types of actions which 
forlfled the bets is for the original debarment have not recurred and ';o,'ill not 
recur; or 

(il) notwithStanding any provision of subp"aragraph (A). terminate the 
debarment of a provider, pursuant to an (l.pplication filed by such provider 
before the end of the minimum debarment periOd, if the Office determines th(l.t-

I I) b(l.sed on the conduct ,of the applicant, the requireIT',ents of 
subclauses (1; and (II) of clause (i) have been met; and 

(II) early termin(l.ticn under this clause 1S warranted based on the 
fact that the provider is the sole co!'t'Ut\unity provider or the, sole source of 
essential specialized services in a community, or other similar circumstances. 

(5) 7he Office shall-
(A) promptly notify the appropriate State or local aqency or authority 

having responsibility for the licensinq or certification of a provider barred 
from participation in the program under this chapter [5 uses @@ a901 et-seq1 of 
the fact of tr.e debarment, as well as the reasons for s',lCh debarment; 

(8) request that appropria~e investigations be made a.nc sanctions invo:':ed 
in accordance with applicable law and policy; and 

te) request that the State or local agency or authority keep the Office 
fully and currently informed with respect to any actions taken in response to 
the request. 

(h) Oi Any provider of health care services or supplies th<!t is the sCbject of 
an adverse determination by the Office under this section sha~l be entitled to 
reasonable notice and an opportunity to request a hearing of record, and to 
judicial revi~w as provided in this subsection after the Office renders a final 
decision. The Office shall grant a request for a hearing upon a Showing that due 
process rights have not previo'Jsly been afforded with respect to any findinq of 
fact which is relied upon as a cause ror an adverse determination under this 
section. Such hearing shall be conducted without regard to subchapter II of 
chapter 5 and chapter 7 of this title :S uses @@ 551 et seq. and 701 et seq.] by 
(I. hearing officer who shall be designated by the Director of the Office and who 
shall not otherw~se have been involved in the adverse determination being 
appe:a:ed. A rmluest for a hearing under this subsection shall be filed witr.in 
such periOd (l.l1d in accordance with such procedures. as the Off~ce sha:l prescribe 
by regulation. 

(2) Any provider adversely affected by a final decision under paragraph (1) 
made after a hearir.g to which such provider was a party may seek revieW 0: such 
decision in tr:e Uni ted States ;:astrict Cocrt for the District of ColUlnbia, or fer 
the district in which the plaintiff resides or has his or her principal place of 
business by filing a notice,of appeal in such court '.,fithin 60 days after the 
date the decision is issued. and by simultaneocsly sendin9 copies of such notice 
.by certified mail to t.he Director of the Of~ice and to t:'e Attorney Genera!.. In 
answer to the appeal, the Director of the Office shall promptly file in such 
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c~urt a certified copy of the transcri?t of the record, if the Office conduc~ed 
a hearing, and other evidence upon which the findings and cecision co;nplained of 
are based. The court s:'all have power to e:1ter, upon the pleadings and evidence 
of record, a judgment affirming, modifying, or se~ting aside, in who~e or in 
part, the decision of the Office, with or without remanding tr.e case !'or a 
rehearing, The distr~ct court sha:l not set aside or remand the decis~on of the 
Off:.ce unless there is not s;]Dstantial evidence on the record, tal{e:1 as whole, 
to support the fu:dings by the Office of a cause for action under this section 
or unless action taken by the O::fice constit,J~:es an abuse of discretion. 

(3) r..::a-::ters that we::c raised 0:: that could have been raised in a hea::ing 
under parag::aph (I) or an appeal under parag::aph (2) :nay no..: be raised as a 
defense to a civil action by -::he United States to collect a penalty ~r 
assessment imposed under ::bis sect~on. 

(iJ A civil act~on to ::ecove:: civi: monetary penalties or assessme~ts under 
subsection (dl shall be brough':: by \::'e At'::orney Genera:" in -::he na;::e of the 
United S-::ates, and may be brought in the United S::ates district court for the 
dis::rict whe_re ..:he c:"aim inv::>lved wa.:;; presented or where the person subject 1;0 
the penal,::y .resides, Amounts recovered under this section shall be paid to the 
Office for d''::!?osit ::..n::o tr.e E,,'nployees Health Ber:efits Fu:td. ,:,r.e a:r:J.O',lnt of a 
penalty or assessment as finally determined by the Office, or other a::lQunt the 
Office Iray agree to in cor::p::omise, may be deducted ::rom any sum then or later 
owing by the Un;:,.~ed S'C.ates to the party against whom the penalty or assessment 
has been levied. 

(j) The Office shall prescribe regulations under which .....ith res?ect to services 
or supplies furnished by a debarred prov~der to a covered individual during the 
period of such provider's debarment, payrr.ent or reimbursement Gnder this chapter 
[5 uses @@ B90l et seq.] may be made) notwithstandir:g the fact of such 
debarmen~, 1f such individual did not knew or could net r.easonably be expected 
to have kr:own of the debarment. In any s',lch instance, the carrier involved shal~ 
take apprDprJate measures to ensure ':hat tt'.e individual is informed of the 
debar:nent and the minimur:'. periOd of time remaining under the terms of the 
debarn:ent. 

HIS70RY: {Added Nov. l1, 1988, P.~. lOC-6S4. Title :. @ lO:(a), 102 S':at. 
3837, Oct. 1:1, 199B, P.L. 105-266, @ 2(a), 1:'2 Stat. 2363,) 

HISTORY; ANCIL~RY I~WS AND DIRECTIVES 

Explanatory :lotes: 
The brackf)ted period in subsec. (al illl.D) has been inserted as the 

punc'tuaticn probably ir.tended by Congress. 

A.'1lendInents: 
1998, Act Oct. 19, 1998, in st.::::sec. (a), i::1 para. (1), in subpara. ;B), 

deleted "and" af~er the concL.ld1ng sem~co2.on, in subpa:::a. lCl, .H: the c::>ncluding 
matter, subst.ituted "; and" for a concluding per,lod, and added new subpara. (Dj 

a::1d, :'0 para. (2) (A), substitu~ed: "subsectior. (bl, (c}" or (dl" fo::: "subsection 
(b) or (c)"; in subsec. (bl, in ::he l.ntroducto.!."y ma::ter, sGbsti":'Jted "The Of!::'ice 
of Personnel Managemen~ shall bar" for "'rhe Office of Persar.nel Management may 
bar" and substi'C(;ted para. (5) for one wh:'ch read: 

":5) PLY provider-
"(Ai whose ':'icense to provide r.eal~:'i care services or Suppl.les has been 

revoked, suspended, restric::ed, or no:: renewed, by a Sta'Ce licensi:"lg authority 
for reasons ,rela::::.r.g to the p!"ovider's professi:;mal competence, professional 
performance, or f::.r:ancia: inteqrity; or 
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"(BI that surrer,dered such a license while a formal disciphnary 
proceeding was pending before such an authority, if the proceeding concerned the 
provider's p=ofessional competence, professional performance, or financial 
integrity." ; 

redesignated subsecs. (c}-!i) as subsecs. (d}-(jL respectively, and added 
new subsec. tcl·; in subsec. (dl as redesignated, substituted para, {1) for one 
which read: 

H(:; in connection with a claim presented under this cha~ter. t!1at a 
provider of health care services or supplies-

"(A) has charged for health care services or supplies that the provider 
knows or should have known were not provided as claimed: or 

"(8) has charged for health care services or supplies in an amount 
substantially in excess of such provider' s custor.,ary charges for such services 
or s"..lpplies. or charged for healt!". care services or supplies whic!". are 
substantia:l)' in excess·of the needs 0:: the covered ;'r.divid"..lal or whicr. are of a 
quality that fails to meet professionally recognized standards for such services 
or s"..lpplies;": 

i~ subsec. if) as ~edesignated, inserted "jwhere such'debarment is not 
mandatory}"; in $ubsec. (g) as redesignated. substituted para. (1) for one which 
read: "{Ii The debarment of a provider under subsection {bj or (cl shall be· 
effective at such time and upon such reaso;;able notice to such provider. and to 
carriers and covered individuals, as may be specified in regulations prescribed 
by the Office.", in para. (3), inserted "of debarment", and added the sentence 
beginning "In the case of a debarment, . ,"I in para, {4i (Bl (i) (I), substituted 
"subsection (0). {c), or (d)" for "subsection (b) or (c)", and deleted para, (6) 
which read: "{6) The Office shall, upon written request and payment of a 
reaSOnable charge to defray the cost of complying with such request, furnish a 
current list of any providers barred from participating in the program under 
this chapter, including· the minimum periOd of time remaining under the terms of 
eac!". provider's debarment."; in subsec. ~h) as redesigr,ated, substituted paras. 
(:: a~d (2) for ones which read~ 

.. (1) The Office may not make a determination under subsection (bl or te) 
adverse to a provider of health care services or supplies until such provider 
has been given written notice and an opportunity for a hearing on the record, A 
provider is entitled to be represented by counsel, to present witnesses. and to 
cross-examine witnesses against the provider in any such hearing, 

"(2) Notwithstandir.g section 8912. any parsor. adversely affected by a 
fir.al decis~on under paragraph :1) ~ay obtain rev~ew of such decision ir. the 
Uni~ed States Court of Appea:s for the·Federel Circuit. A written petition 
requesting that the decision be r..odified or set aside must be filed within 60 
days af~er ~he date on which such person is notified of such deCision."; 

and, in su~sec. (1) as redesignated, substituted "subsection (d)" for 
"subsection Ie)", and added the sentence beginning "The amount of a penalty 
" 

Other provisions: 
Applicability; prior conduct. Act Nov. 14, 1988. P.L. lOO~654, Title I, f 102 

102 Stat. 384L, ·provides: 
~(aj Applicability. The amendments made by this title (adding this section 

and this notel shall be effective with respect to any calendar year beginning I 

and contracts entered into or renewed for any calen"dar year beg.!nning, after ,:ne 
date of the enac':ment of ,:his Act. 

"(b} Prior cor.duc~ not to be considered. In carrying out section 8902a of 
title S, UniLed S~ates Code, as added by this tiLle, no debarment, civil 
monetary penalty, or assessment I!'.ay be imposed under such section based on any 
crimina2. or o1:her conduct occurring before the beginn.i ng of the first calendar 
year which be~lin$ after the date of the enactment of this Act.". 



EHective date of Oct. 19, 1998 amendments: Act Oct. i9,· 1998, P.L. 105-266. 
@ 2(b). 112 Stat. 2366, prov~des: 

"(ll In general. Except as provlded in paragraph {2i, the amendments made by 
this section (amending this section] sball take effect on the date of the 
enactment of this Act, 

"(2} Exceptions. 
fA) Paragraphs i21. (3), and (5) of section 8902a(c) of title.5. United 

States Code, as amended by subsection la) (3), shall appiy only to the extent 
that the misconduct which is the basis for debarment ur.der paragraph (2), ;3), 
or (3). as applicable. occurs after tbe date of the enactment of this Act, 

~IB) paragraph (1) (Bl of section 8902a(d) of title 5, United States Code. 
as amended by subsection (a; (4), shall apply only with respect to charges which 
violate section 8904(b} of such title for items or services furnished after the 
date of the u~actme~t of this Act. 

"(C} paragraph {3j of section 8902a{9) of title 5, Ur.ited States Code. as 
amended by subsection !aj (6} (6), shall apply only with respect to debarIl'.ents 
b3sed on convictions occurring after the date of the enactment of this Act,~. 
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IUS Syslems Modernlxatloc 11011 FY 2000 00-.... or Managearent and Budget (OMB) Submlsslon 

Caplla( Asset Plan and Justlfk:atlon 

Agency: Office of Perronnel Management 
Account title: 24XOlOO 
Funding type: No year 
Program activity: Retirement and Insurance Program 
Project name: Retirement Systems Modernization (Modernization) 
New project:_ Ongoing project:.K , 
Approved by Executive Review Committee? Yesll No 
Is this project informatiOn teclmology? Yesll. No 
Financial Management System? Yesll. No 
Pereentage of project that is fmancial management: About 66% (Member administration, 
Annuity Roll, Trust Fund Managemen~ and Claim to Payment processes) 
Approved by investment review board? Yes ll.No 

Part I: SUMMARY OF SPENDING FOR PROJECT STAGES 

lin millions}

""'.. ...... FY1lO FY1)1 Pm ..... YY04 FY05 no< rorAL 

Uooblig<tcd _ 
SOY- 8.1 9.2 25 0,0 0,0 0.0 0.0 0,0 0.0 

35 0.0 4.0 '21.0 56,6 415 7.3 6.9 6.4 147.2 
ObUgmiOll$ 

PJauning' 2.4 ' 6,7 65 13.2 8.0 4.6 45 4.1 4.1 54.1 
lu:quisition 0.0 0.0 0.0 7.7 475 34.1 0.0 0.0 0.0 89.3 

Maintt:nance lneteasc$ 0.0 0.0 0.0 0.1 1.4 2.8 2.8 25 2.4 12.0 
Total Obliptions 2.4 6.7 65 21.0 56.9 415 7.3 6.6 65 155.4 ,, 

Maio_wltbootR!lM 12.5 12.5 13.1 14.1 15.1 16.1 17.2 18.2 118.8 
M.I...."""wltbRSM 12.5 12.5 13.2 15.5 17.9 18.9 19.7 20.6 130.8 
'lndudes ~A and IV&V (J~t Vcri6cation end Vtlidation} Q)Sls. 


Note! Table includes only n::souroc::s Cor the RSM dTort.. S I ~31 million WI5 obUpiO:1 in FY 97 (or FAPS dOlleOI.1t.. 
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RlS Systems Modernization 
FY 00 Capil.l1 AIset Plan 

Part II: JUSTIFlCATION AND OTHER INFORMATION 

The Retirement and Insurance service (RIS) is currently in the "planning phase" of the 
Retirement Systems Modernization project. The "planning phase" of a capital project 
includes a number of activities and provides the information that allows the agency to 
develop the design; assess the benefits, costs, and risks; and establish realistic baseline 
cost, schedule, and performance goals before proceeding to full acquisition of the capital 
asset. Many ,of the planning activities of this project have been completed; however, the 
business process reengineering activities will oontinue in FY 2000 and FY 2001, as 
indicated in our FY 1999 plan. This plan contains the revision of our FY 1999 plan, 
based on infonnation from the technology contractor that began to work with us this 
spring, the completion of the "to-be" model this summer, and the updating of the business 
case for the project that resulted. This plan also includes infonnation and justification for 
the implementation planning and full acquisition of the fmt module beginning in FY 
200I, and estimati:s for subsequent modules in out years through FY 2006. 

As stated in the FY 1999 plan, the estimate of $60 - $80 million implementation costs for 
the Modernization effort was based on industry experience with "projects of similar scope 
and nature, since the design of the reengineered retirement program had not yet begun. 
The cost estimates for t:he project in this year's"plan are based on the most recent 
information available from the "to-be" model. We used a conservative approach in 
estimating costs, s!lch as using the most expensive commercial off-the-shelf software 
costs. Although confident that we are within 10% of the cost for the first module, the 
estimates for the out years will be refined after planning for Modules 2 through 4 is 
complete. The refmement of the estimates"is particularly important for work involving 
legacy systems (Module 2). The cost estimates in this plan are based on industry 
experience, rather than the detailed analysis of the existing systems that will take place 
during Module 2. 

A: Justification 

Link 10 Strategic Goals and Performance Gap 

RIS strategic goals are closely aligned with OPM's overall strategic goals, and include: 

c 	 Establish the Retirement and Insurance Service as the acknowledged leader in the 
design of competitive employee earned benefit programs. 

c 	 Ensure that the earned employee benefit programs (EEBP) are models of excellence 
and integrity as reflected in assessments ofprograui and financial administration. 

c 	 Enable the Federal agencies to provide world-<:lass EEBP services by delivering to 
them quality products, tools, and support. 

c 	 Meet or exceed customer expectations with cost-effective benefit products and 
services. 

\ 
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c: 	 Create a sound. diverse. and cooperative work force and invest in RIS employees. 
business partnern. and technology. 

To fully achieve these goals. RlS has launched the Modernization effort in response to 
eigbt strategic imperatives: 

OJ 	 Prompt, accurale. and consistent customer service to all slakeboldets 

OJ 	 Accurate and consistent benefits counseling for eligible participants 

c: 	 Accurate and timely payment to benefit recipients 

OJ 	 Accurate and timely deductions for retirement from covered employees and their 
respective agencies 	 . 

c 	 Flexibility to adapt to cbanges in the law, business processes and procedures, and 
tecboology 

c . Timely, accura.te. and consistent fmancial reporting 

c 	 Appropriate internal controls . 

c 	 Timely, accura.te. consistent and complete data 

Our FY 1999 Capital Asset Plan discussed the performance gap from our customers' 
perspective and the expectation that the gap will continne to grow. For over a decade, we 
bave applied incremental improvements that bave enabled us to maintain and improve 
our customer satisfaction. However, we bave me:timlzed the porformance that our 
current processes are capable of and the return on our improvement efforts bas been 
steadily diminishing. Four important factors threaten our continued ability to provide 
quality retirement services and meet customer expectations. 

Most important is the four-fold growth expected in the Fodera! Employees Retirement 
System (FERS) eascload over the next ten years. At current processing rates and given 
the p!t'SCnt technology infrnstIUcture. an nddltinoal 250 staff members, costing as mucb 
as $15·20 miilion more per year. would be required to maintain the current!evel of 
service quality. OPM.lil<e other govcrmnent agencies. bowever, will be unable to hire 
enougb nddltional employees to meet its increased workload demands due to budgetary 
constraints. The potential impact on customer service, wotbr morale, and the efficiency 
and fUlllllCial accuracy.of the retirement prognu:n wili be detrimental if alternative 
measures are not taken. 

Second is the higb error rate associated with initial Civil Service Retirement System 
(CSRS) and FERS.benefit calculations. The current error rate, on average 7.7% for 
FERS and 7.3% for CSRS, annually results in $gQ miilion in overpayments and $60 
miilion in underpayments. In nddltion, OPM estima... that there are. roughly 10.000 
coverage determination errors througbout Fodera! agencies. Estima"" on the potential 
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cost to agencies to correct these errors range from $2 million to hundreds of millions. It is 
imperative to curtail the introduction of more errors as workloads increase. 

Third is OPM's outdated, three decades old legacy computer systems. Existing COBOL 
applications are not well integrated, and there are numerous, scattered databases, often 
containing duplicate infonnation and redundant code. Improving the operational . 
efficiency of some of these systems significantly is not feasible. maintaining them is 
difficult and expensive, and modifying or enhancing their functionality will become 
increasingly problematic as experienced OPM computer maintenanoe personnel retire. 
Operating costs have grown fO be as much as two to five time.'i of the original systems 
cost to develop. The infrastructure must be updared to enable the retirement program to 
adapt quickly, easily, and cost-effectively to the changing needs oflhe program. 

Fourth is the legislative mandate oaIling on government agencies to reduce paperwork. 
The Paperwork Reduction Act was fm! promulgated in 1980 but amended in 1995 to 
require the government agencies to reduce the paperwork burden imposed on the public 
by at least five percent perycar. The Government Paperwork Elimination Act (GPEA) of 
1998 goes one step further by requiring Federal agencies to coeduct busineSs . 
electronioally with non-Federal government entities by October 2003. Modernization of 
our processes, facilitated by tecbuo!ogy, is necessary to eliminate inefficient paper-based 
processing as well as duplicative coUection of data ftom system participants, 
beneficiaries; and other partners and stllkcboldcrs. 

The following chart summarizes the Modcmlzmlon effort's strategic imperatives, . 
business requirements of the CSRS and FERS programs, and the gap betwoen them. 

Leck<lftml.t~1o~ 
~ioquidca itt. timdyand.................. A~c:o~~ftttion 

incllldiag ,mmnMM dala Input 

IlU;:pmcd CUAOI.:OCf scniee IhrougbolA A ~ IiCIW:c modd. Chat dd"1DCS 
the RctiIc:mc:.ttt Prop'1m attr)'and ml poiat$ (CK~-...... 

Automaltd ~ aenice 
ce:pabi1it.i.cs iocilldiag tbe ability for call 
roating tAd wartflow 

AbUity rCK participaDb to pafortll 
min!r:Dcn11Cti0flS via 101CrDet 

Ability rOC' pank;fpAnb 11) pafortll 
raitano:Il ~OWi via IVR 
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I .. .., 
, , .. " I 

AcCImII~ and col15is~nt bePdiu Lack of ruu IifeoCyde rc1ircmcnl Standardiud approach to bendiu 
counseling (or digible participanu bendiu coUnsding counseling 

Automatic identification of patt.icipanu 
to proactively cou.nsel 

Automatic notice distribution 

Automated bendil calculation (or 
employee modeling iochiding 
lanomated data input ~ mjuim:1 

Creation of guidance, id'c:rcnce. and 
knowledge ,upport 10015 

AccuralC Ind timely payment to benefit 
m:ipicnu 

Em:n in bcriefit payment amount 
calculations 

Automated bePdit calculation 
Including lutomated data input 

Need to make inLCrim payments A mcc:bani.&m to cxc.hange data Is 
mjuim:1 to ~ elccaon.ic data from 
FcdcraI agency penonncl and payroll

."."" 
Accurate 11)(\ timely dcductiOlll (or Inability to provide employee 5pCciflC A mccb.mism (0 ucbange withholding 
rcliremcnl from covera1 cmployccsl.llld dcductiOlll at !be participaDt IcveI data is mjuim:1 to ~ dcaron.ic 
their r=pcctive Igmcics data from FcdcraI agmcy pcnonncl and 

payroll ')'IUm$ 

DatI od!.anguS must include payroll 
•.mClldl1 dcductiOlll at I participant 

""" 
F1c:xibmty to.dapt to cbanges in !be Difficulty or the RctiJemcn! program WOI1DIdkJn Tc:dmology 1)'SlCDlS and 
law, business procc:uc:s and proocdure:s., I)WmS and procc:uc:s 10 IIdapc. to processes must be maiutainable and 
I.IIId ICdmology c:iJaDFs in !be law, busiDcss ~ .... ........." 

ICIIabIc 10 IIdapc. 10 cbanges in !be law 

Approprialc imcma] controls Difficulty in providing adequate audit 
OODlrOlItrails for the Rc:titanent......,.. 

Worma.tion Tc:ch.nology.)'SlCDlS musL 

wpponaudil OOfttrols and audit trails 

Worma.tiOD Technology ,)'Stems must 
wppon multiple ICCUrity levels and 
r=-lli 

Timely. attunle, CODI'*at,1.IIId DatI Is dispcncd tbrougboul!be A IiD&lc datllOl.lR)C is rcquircdlO 
complete du1a Gow:mmcnt. complied I.IIId transferred 

in DI8DI.Ially 
maintain retitemenl idalt.d du1a 

Qadon or modiflCltioD of retiRmcnt 
du1a IIlI.IIl be pnMdod by agency in • 
1imcly maDDa' 10 IUppOIt OPM.....-.... 
A nxrbanism to excbange data Is 
mjuim110 ICiCIR dccaon.ic dIta from 
FcdcraI agmcy pcnonncI and payroll.,...... 
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Three Pesky QuesUons 

Does the investment support core/priority mission functions that need to be performed by 
the Federal government? 

OPM provides lead responsibility for human resource management in the Federal 
government. OPM oversees the implementation of policies so that agenCies uphold 
national values; manages govemment.wide compensation. retiremen~ insurance, and 


. benefit systems; and maintains automated information systems on Federal employment 

opportunities and the natUre and size of the eummt workfort:e. In this capacity, OPM 

provides bigh-quality, cost-effective services to the public and more than two million· 

govemmr"'t employees in over 100 different agencies worldwide. 

A key oomponent of OPM's goverrunent-wide responsibility is the management and 
admini.<uation of the primary Federal retmrrneDl programs. This includes, among other 
services, collaborating with Federal agencies in member administration, coUecting and 
creditiog oontributions from employees and agencies, providing benefits ooWlseling, 
processing benefits claims and paying benefits. making required changes to benefits 
payments, withholding and paying alk>tments for various withholdings from retirement 
payments and managing • Trust Fund in excess of $463 billion. Providing these services 
is central to OPM's mission and strategic goals, in particular, its goal to SERVE: 
'OPM's high quality. cost ..effectiye human resources services meet the evolving needs of 
federal agencies. employees, QIUUlitants. and the public .. 

Does the investment need to be undertaken because no alterruJtive private sector or 
govel7UtU~1Jtal source can better support the function? 

OPM is especially well suited to administer the retirement programs. As the 
government's lead human resource agency, OPM eon ensure oonsistent interpretation of 
rules and regulations governing the programs and leverage its oonsiderable experience in 
developing and applying standardized tools and applieadons across the full range of 
partieipOling government agencies. Most importnn~ OPM has demonslI1lted its capacity 
to meet complex, cbanging legislative requirements, .while at the same time providing 
quality, oost-efficien~ and timely services to • total number of participants that far 
exceeds that of any private organi7JItion. 'As a part of developing the Concept of 
Openatio"s and before deeiding to prOceed with reengineering the retirement systems, 
OPM oo.dueted a benchmarldng study of privnte and public sector organizations thai 
provide retirement services to their employees, or who provide retirement services as 
third party providers to other companies. None of the organizations were providing 
services within the same scope as our programs ~ number of participants, combination of 
deeentral.i:zed and central.i:zed components and functions, and oomplexity of business 
rules combined with frequent legislative cbanges. It is unlilreIy at this time that any 
private sector organiution, balancing the need for long-term oommitment to tJre program 
against the inherent business risks involved, would find it to be in its best interest to take 
over administration of the retiremeiltprograms, considering the need to meet existiog 
oomplianee requirements. service the number ofparticipants enrrently in the retirement 
programs, and be wiIJlng to assume the financial risk inherent in detenniaing benefit 
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coverage. managing the Trust Fund. and investing in the systems and staff necessary to 
manage a ·program of this size. Based on this. we concluded that OPM can accomplish 
this fun(:tion better. 

Does th(~ investment support work processes that have been simplified or otherwise 
redesigned to reduce COSIS, improve effectiveness. and:make rna.rimum use of 
commercial. off-tho-shelf technology? 

OPM is currently cOnducting activities of the Retirement Systems Modernization project 
that include the reengineering.of the retirement systems. No acquisition investment will 
be made until the processes and organization have been redesigoed 10 reduce costs, 
improve effectiveness. and make maximum use of commercial~ off~the~sheJf software 
(COTS). The following sections of the Justification describe the remaining activities of 
the reengineering process and our strategy for lechnology investment, begimtiog in FY 
2001. 

Completion or the Reengineering "Planning Phase" 

FYI999 

By the end ofPY 1999. planning progressed to the completion ofthe "to-be" model of 
the PCOCl".ss architecture and the completion of a high-level design of the technology 
architecture. These initial models describe how the future organization will look. . The 
organization component defUles the sl<il\s thai will be required to perform in and support 
the rede.<igned processes. The process component depicts the wod< processes in the 
reengineered environment. The technology componenl begins to doeument the 
datBbases, functional archilectUre, communications. and networking required to support 
the redesigoed business processes. In addition, two prototypes. the Retirement Calculator 
and the Benefits Booklet Were developed. These prototypes will provide an immediate 
and measurable improvement to the retirement program and its customers, and at the 
same time, benefit the Modernization effort as it moves toward the ultimate vision. Work 
on the Coverage Determination Application prototype was begun and will be completed 
in FY 2000. . 

FY 2000 and FY 2001 

Additional planning activities will be uodenaken in Py 2000 and conclude in Py 2001. 
These activities inclode the development of the Core Process Blueprints. the 
OrganiZJItional Blueprints, and the Technology Blueprints. Also. specified technology . 
prototypes will be developed in FY 2000. including a prototype implementation of the 
Covecage Determination Application. Other prototypes may be uudertaken. e.g •• a data 
gateway, subject to FY 2000 budget constraints. Remaining planning·phase activities 
will be performed in Py 2001 and incIode development of the Transition Plan. Tmining 
Plan. and a re-assessment of the Business Case. The Py 1999 Capital Asset Plan 
included information regarding the planning activities thai will be 1Uldert.aken as a part of 
Retirement Systems Modemization. It also included the exit criteria thai Indicate a 
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planning activity (which is a group of planning tasks) is complete. Exit criteria are not 
restated in this plan update. 

Petjormance Measures 

Before the process blueprints are developed. the balanced scorecatd measures that were 
developed in FYl998 will be analyzed and refined to ensure that the process blueprints. 
and the redesigned P""""""". will accomplish the business goals sougbt by Retirement 
Systems Modernization. The refined perfonnano; goals will measure the succ<;ss of the 
Modernization effort and will be the basis fot many of the goals in the OPM annual 
performance plan as required by the Government Performance and Results Act (GPRA). 
Performance measures in the remaining quadrantS of the balanced scorecard will be 
refined as the otganizational and tecbnology blueprints are developed. 

Process and Techrwlogy Bluepri.ts 

The FY 1999 plan provided specifics about the process blueprints and technology 
architecture. Process redesign cbanges the steps. the inputs and outputs of a process. and 
identifies the tecbnology nceded to enable the cbanges. The technology blueprint will 
defme the systems that will support the redesigned processes. including the selection of 
COTS packages. These blueprints will be developed in FY 2000 and 2001. and will fotm 
the detail,>:! design of the processes and the technology that will support them. Four core 
processes will be completed during FY 2000-Membes Administration. Benefits . 
Counseling. Claim to Payment, and Annuity Roll Maintenance. The remaining 
processes. Employee Withbolding and Trust Fund Managnment, will be completed in FY 
2001. . 

Organ1:;:ational Blueprint 

Process redesign is not the whole reengineering sto<y. Most organizations use their 
human resources i.nefficiently:'their organjzatj~nal arrangements interfere with 
productivity and effectiveness - such as the wrong goals being pursued. inappropriate 
roethods used, or cooperation made diffICult The structures of many federal agencies 
have these shortcomings. The organiVltional blueprint that will be developed in FY 2001 
will accomplish improved performance hy addressing. and eliminaring where they exist. 
organizational design problems created by: 

a ovel'S]lCCiaJizatlon of most jobs 
Q over~reliance on supervisors to control behavior 
a overly investing in the status quo 
a lack of interdependence among activities 
a reward systems that do not encourage the desired performance 
a over centralization of ioformatlon and authority 
[J undervaluing of human resources 
a not enough attention 10 tho world outside the organizalion 
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Although aPM redesigned the agency to address some o( these issues. RlS must be 
redesigned to align with the redesigned proeesses to achieve the needed improvements, 
An organizational blueprint describes the future state o( the organization from the 
pempective o( how people will be organized and how they will function. The future 
organization is described by developing models (or strotegic direction and leadernhip, 
culture and values, organization structure and staffing. relationships, perfO!'!rulJlCC and 
rewards, and learning. The result is a oomprel1ensive model. an "operational vision," of 
what the new organization will look like and how it will function described in enough 
clarity to evaluate the benefits. prepare plans and guide trnnsition activities, Like the 
facilitating te<:hnology, the organizational blueprint is essential to making the redesigned 
proeesses work, 

Transition Pion 

Transition planning will follow the completion of the last blueprint in flY 200I. 
Transition planning entails performing several nctivities to prepare the organization to 
move from its C\lI'rellt to its future state. Major nctivities include performing a gap 
analysis to gauge the level ofchange, defining a transition approach that inCludes a risk 
analysis, inlerim performance targets and a timefine, and developing a communications 
plan for the overall transition, 

Almost all new process implementations are accompunied by confusion, frustration, and 
panic. Our transition'strategy must minimiu these reactions and keep the initial new 
process dlsruption to • manageable level, while maintaining the focus of the 
reengineering team and faith of the employees, 

Training Pion 

To trnnsition our workforce, we will also inventory the C\lI'rellt skills of the workforce 
and compare them against the new skill'requirements in flY 2001. After this is complete, 
we will design the training needed to transition the workforce. There will be two types of 
training: one addresses the opetationai skills needed in the new jobs and one addresses 
the new or modlfied systems. Opetational skill training will be planned the same time as 
the transition plan is created. System training will be given with each teclmology 
inCrement These will form the bnsis for the training plans II!at will address what is 
needed for the employees to perform their roles in the moderrrined retimmeD! system, 

Bwiness Case 

In addition, we will update the bnsiness case in both flY 2000 and flY 200110 incorporate 
new information from the blueprints and to prepare for the acquisition phase of 
Retirement Systems Modemizalion. 
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Modernization Implementation Approach 

Cost ami Time Implications 

Redesigning processes may Lake only a rew fBOnths, but our current processes and 
systems look decades to create and cannot be redone in a few months. The eost and time 
to complete any reengineering implemenUltion depends on: 

" number and complexity of business processes 
" severity ofchanges 
(J. number and size of orgaruzations dire<:tly involved and affected 

" amount and type of new technology applied 

(J resistance of the cull.Ul)' to change 


The following provides highlights of information resulting from our "to-be" model that 
affect the cost and time of implementation. 

Number and co...jllexity or p"""""": Two processes became "transparent" to 
employees administeriDg the retirement system: Benefit Clabo to Payment and Employee 
Withholding., Deposits, and Agency Contributions, capture to Credit This is becanse 
the processes become almost fuUy automated. While Ibis decreases the complexity of 
these processes, it grCatly increases the amouot of technology that supports theIlL At the 
same time, the time involved in manual, paper·based processing is reduced sharply. 
Automating these processes Should reduce the time to process a typical annuity 
application to less than a day. The average for all annuity processing reported for OPM 
in the FY 2000 Performance Plan report is currently 23 days. 

Severity orchanges: We are lidding several new customer service fuoctioos and radically 
changing the structure of most of the processes, which requires modem technolOgy to 
implement All reported in the FY 2000 Performance Plan report, OPM plans to handle 
about 1,072,000 annuity inquiries (a 10% increase), and annuity roU processing time is 
plarined to be reduced to 4 days. We expect to dramatieally reduce theSe pJanned 
processing times while handling even more inquiries with grealer customer satisfaction. 

. When we complete the last module, for many change requests, customers will be able to 
self-service their own accounts from anywhere at anytime, with immediate results. 

Number and size ororganlzallons directly IDvolved and affected: Retirement 
Systems Modernization is • bigh impact project. In addition to the changes at OPM, over 
300 payroU and SOO personnel offices, most with different automated systems and 
geograpbieally distributed internationally, will be profoundly affected in the way they 
interact with the retirement system. Other organizations will be affected as wel1~ such as 
Social Security Adminislnllion. Office ofWorkers' Compensation Programs. and 
Department ofTreasury. Employing agencies currently interface with the retirement 
system using time consuming paper exchange. We will replace the paper with electronic 
data exchange. Agency resouroe requirements will be reduced yet their ability to 
provide """"""" benefits counseling to employees will be drantatiealIy inereased. 
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Amount and type or De.. leclmoIogy applied: As staled before, two processes will be 
almost entireJy automated and we are adding new customer service functions lhat require 
modem technology 10 implement. We must enhance or replare those lega<:y systems 
preveoting us from meeting our performance goals. As part of our planning for 
technology. ourcootrncl requires the technology contractor to conduct reviews that 
address design alternatives. This approa<:h, as well as our technology architOCture. will 
ensure our technical decisions are sound. are not driven by technology but by our 
business needs, and are the most cost-effective, best fit to achieve ouroperationai goals. 

Resist .. ",:e of the culture "! change: The most difficult aspect of reeogineering is living 
through the change: getting people.lo let go of their old ways and embrace new ones. Nol 
only do jobs aad skill requirements change. bUI attimdes. beliefs. aad styles must change. 
The work the people petfutm must be measured aad managed in new ways as well. 
Resistance to these changes is natural and overcoming it requires many different 
strategies. including incentives. information. interveotion. indOdrioation, aad 
involvement. Our transition strategy will minimix,e resistance by employing these 
strategies . 

. The Retiremeot Systems Modernizatioo strategy is based 00 achieving improved 
productivity and business process efficiency. eliminating or reducing document handling. 
providing program-wide applications and data to standardize operations. harnessing the 
potential of the Internet, integrating and modernizing outdaled legacy systems. and 
strengthening the internal wod: force aad pattlcipatiog Federal agency benefit couoselors. 

Retirement Systems Modernization acquisition is peedicated on the suecessful completion 
of the planning activities and is planned to begin in FY 2001. The overall strategy for the 
Modernization effort calls for developing high-priority. standanlized applicntions (e.g .• 
production ve..ions of the oovemge determination application, benefits calculator. and 
data-excbange gateway) early in the acquisition process to improve """"""'Y and obtain 
initial savings. The strategy also is based 00 a sequential approa<:b to populating the 
integrated data repository by segmenting customer groups. The combioation of the 
applicntions and the segmented population of the data base will begin to deliver concrete 
benefits by the end of 2001. Other important concerns in determining the acquisition 
strategy are continued improvement to customer service. increased employee 
productivity. and proactive planning for workload management 
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ModuleslUseful Segments 

Modernization acquisition has been designed (0 consist of four integrated modules: 

o Solutions and Infrastructure Desigo 

CJ Legacy Systems Modernization, Phases I and II 

CJ Program-Wide Solutions, with a second phase, Continued Federal Agoucy Rollout 

CJ Interactive Customer Solutions 

The modules tcflect an incremental, phased approach to achieving the overall 
Modernization effort vision_ Although each is a useful segment, the modules are 
intem:Jaled and 001 mutually exclusive. Each 'module addresses important business needs 
and will provide considerable ftnancial and non-ftnanciaJ beneftts !bat exceed the cost of 
the module's implementation. Implementing some modules and not others, however. 
would prevent the achievement of overall improvements oeeded to II:eep from being 
overwhelmed by iDcrellSing workloads. Each module is critical to the success of the 
Modernization effort. ' 

The modules concentrate on acquiring applications to meet i1nlnediate, high-priority 
business needs; they populate the. integrated data repository by segmenting the employees 
and annuitants into li:ey customer groups; and they focus on delivering concrete ftnancial 
beneftts as early in the implementation process as possible. . 

The following table depicts each module and the applications for eacb, the customer 
segments affected, and the core processes the module would serve. 

12 




RlS S)'5CCm5 Modcrnizalion 
FY 00 capital AIIc:I. Plan 

Retirement System Modernization Modules 

I 
I' , ,, I I -  I 

Title Solutions and 
Infrastructure Design 

Legacy System 
Modernization. Phase I & 

" 
Program.wide Solutions 
and Continued FcdenLl 

Agency Rollout 

InteraCtive Customer 
Solutions 

Application • Ow Exch~ge Gateway 

• Integrated Ow 
Repos.itory 

• Coverage and Eligibility 
Dete:rmination 
Application 

• Benefits CalOJIa1or 

• Modernized Legacy 
S_"" 

·"""Managemenl!Worknow 
Management 

• Document Management 

• Validation of Ongoing 
Annuity Eligibility 
(Surveys & Motches) 

• Knowledge Tools 

• Petfonnance 
Management Tools 

• Content Management 
Tool 

• Data Exchange 
Gateway, Release 2 

• Coverage and Eligibility 
Determination 
AppUcar:ion. Release 2 

.'Benefits CalOJlalor, 
Releue2 

• Internet 

.IVR 

• Call Cenrer 

Customer 
Segment 

• Employees Two Years 
from Retirement 

• New Hires 

• TransfeR 

• Separaling Employees 
(Dcfcned Vested) 

• Annuitants • Annuitants Requiring 
OwtgesIAnnuitant 
lDquiries 

• New Caimants 

• CurnoI """"" Employees 

• AfI!I.uitants Requiring 
Chan,,", 

• New Caiman15 

• Current FcdenLl 
Employees 

Associated 
Core I'roc<s> 

• Cairn £0 Paym::au 
lnitimen 

.. Member AdminIstraJion 

• 8e:Defits Connsellng 

• Annuity RoU 
~ 

• Employee Withholdings, _B."""","", 
~1budons,~ 

co Credit 

• Trust Fund MaJUl8Cll'lCDt 

• Member Administration 

• Annwty Roll 
Maintcoanoe 

Solutions and Infrastrudure DesIgn 

Module I, Solutions and Infrastructure Design. meets immediate priority needs. The 
Solutions and Infrastructure Design module includes: 

a Development of production versions of the coverage and eligibility determination 
applications and the benefits calculator 

c Deployment of the technical infrastructure required for the production version of the 
benefits calculator, coverage and eligibility detemination application, the data 
gateway, and the integrated data repository 
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" 	 Design and implementation of the database to support the integrated data repository 
and the eleetronlc trnn.<fcir of agency data via a data gateway 

The core of Module I is the acquisition of Ibe integrated data repository, This repository 
is centrnl to the suceess of all other systems envisioned in the Modernization effort, 
Module I applications will interface with Ibe integrated data repository, This 
characteristic is a key distinction fmm any earlier developed prototype versions of these 
applications. Population of the database begins in this module. Three pilot agencies will 
be initially identified to test interfaces for elcctronlc data transfer to begin this population. 
The customer segments receiving priority attention will be (1) employees that are two 
years from retirement; (2) new hires; (3) transfers; and (4) deferted vested employees. 
This module will be coordinnted with Human Resource Data Network initiative 
sponsored by Ibe Human Resources Teclmology Council to ensure that OPM maximizes 
Ibe efficiency of data collection from other Federal agencies. 

The comporients of Module I lay the foimdntion for the entire project. They support Ihree 
core retirement system business processes: Member Administration, B_fits Counseling. 
and Claim to Paymentlninanan. Reengineering and support of Ihese core processes with 
new applications will result in substantial improvements in process efficiency, employee 
productivity, and bigh levels of financial and non-financial benefits. The other Modules 
complement and augment the business process reengineering and technical development 
work completed in Module I, implementation of Module I will begin in FY 2000 and be 
completed in FY 2002. 

Legacy Systems Modemlzatlon, Phase land II 

Module 2, Legacy Systems Modernization, is a critical component in realizing the 
Modernization visiOn. The work involves evaluating current systems in light of the 
reengineered Annuity RoY Mainte1llJflCe core process to determine relevancy, fit. and 
capability. Five criteria will be considered: 

" 	 Maintainability-Are the languages supported and do they meet current standards? 

" 	 Scalability-Can they support increased workloads and tecbnoingies? 

" 	 Usabiliq.-Can they be adapted for use in an InwmetlIntranefenvlronment and are 
they easily modified to meet new legislative and production reqnirements? 

" 	 Perfonnanc:e--Do they meet required performance, response and delivery needs? 

" 	 Cost-Is the cost of upgrading or repLacing any given system worth the accrued 
benefits? 

Wheneves "'placement of a legacy system is required, Commercial Off-the-Shelf (COTS) 
packages andlor existing government owned application packages will be investigated as 
the fust step in determining the best modernization solution. Case managementlworld'low 
applications will be an integral part of !his solution. Best-of-breed systems will be 
researched and analyzed. and recommendations for makelbuy decisions will be made in 
close colloboration with appropriale stakeholders. F'ma1 implementation will use well 
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defined, standardized methodologies for software development and systems integration. 
Data conversion and migration into the new system solution will be time consuming but 
essential in capturing key information on current annuitants. 

Initial planning and anniysis of the Legacy Systems Modernization module is planned to 
begin in the last quarter of FY 200 1. The objective will be to determine the systems that 
are high priority for integration into the Modemization effort's infrastructure during 
Phase One. Lower priority systems and those oot requiring inteliration will be addressed 
in Phase Two, scheduled to begin in FY 2004 and. extending until the cod of FY 2006. 

Program-wide Solutions and Continued Federal Agency Rollout 

Module 3, Program-Wide Solutions, is a continuation ofModule 1. It includes additional 
releases of the coverage ""d eligibility deterntination application, the benefits calculator, . 
and the data gateway applications to enhance the applications' usability and extend their 
coverage to include more extreme case complexities. Module 3 also includes 
implementing a nuniber of knowledge and performance-based management applieations 
to levemge the centralized database of Federal employee information. The performance
based management applieations will contribute to improved fianncial accuracy (e.g., 
ability to validate annuity payment levels among individuals in similar benefit categories 
and reduce payment error rate, facilitate proactive planning and worldoad management). 

Module 3 supports two Retirement Program core processes: Employee Withholdings, 
Deposits, andAgency Contributions, Capture to Credit and Trust FlUId Management. 
Continned effort will be focused on populating the data with additional customer 
segments. particularly current Federal empIoy=. Planning for Module 3 will begin late 
in FY 2002 and continue to FY 2004•.The second phase, Continued Federal Agency 
RoUou!, will continue mltiI the end of FY 2006 as more agencies develop the system 
interfaces necessary for integeation into the centralized database. 

Interactive Customer SoluUoos 

Module 4, interactive Customer Solutions, i. acompamtively smaU Initiative. 
implemented in FY 2001 to FY 2002. It focuses on employing self-service, interactive 
Web-based applieations, nod Call Center interactive voice reaponse (IVR) systems. These 
tools will affect an Retirement Program business operations but espeeially the Member 
Administration nod AnnuIty Roll Maintenance core processes.. The tools will reduce paper 
wad< and facilitate data entry into the integrated data repository, particularly for new 
employ= and annuitants reqoiring simple datJichanges. Most importantly. interactive 
customer applleatioos will anow OPM to be on par with changes in technology. maintain 
its high level of customer service and, at the same time, meet its constituents' growing 
expectations for real time, electronic means of communication with service providers. 

The foUowing cbart shows the applicable OPM and RIS straregic goals supperted by eaclJ 
module. . 
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STItA TEGIC PLAN 0 Solutions nnd infrastructure 
GOAL I: LEAD 

THE FEDERAL GOVERNMENT 
EFFECTIVELY RECRUITS. 
MANAGES. AND RETAlNSA 

HIGH QUAUIYAND DIVERSE 
WORKFORCE EVEN AS THE 
LABOR MARKET !tND 
WORKPUCE UNDERGO 
SIGNIFICANT AND 

GOAL ill: SERVE 

OPM'S HIGH QUAliTY, CoST-
EFFECTIVE HUMAN 
RESOURCES SERVICES MEET 
THE EVOLVING NEEDS OF 
FEIJERALAGENCIES. 

EMPLOYEES. ANNUn'ANIS, 
AND mE PUBUC, 

GOAL IV: SAFEGUARD 

771EiEMPWYEEBENEFrr' 
TRUST FUNDS AREMODELS 

OF EXCFllENCEAND 
I1ffE(JRJTY IN FINANCiAL 

benefilS to be 
comprehensive and 
competitive. support total 
compensation reform. 
nnd inclode offerings 
such as long term care, 
mental health nnd 
substance abuse parity, 

: and new life insurance 

resources programs 
provide Government-
wide cost-effective 
service that meets or 
exceeds customer 
expeeUllions.lnsurnnce 
benefilS are qUality
driven nnd based on 
informed choice; 
retirement benefilS are 
more timely nnd <ost

systems are in full 
compfumce with the 
Federal Managcn;' 
F!IlIIIlcial Integrity Act 
(PMFlA) by 2003. 

Design 
0 Legacy System 

Modernization, Phases 1 & 2 
0 Progmm-wide Solutions nnd 

Continued Rollout ' 
0 Interactive Customer 

Solutions. 

0 Solutions nnd 
Design 

0 Legacy System 
Modernization. Phases I & 2 

0 Program~wide Solutions nnd 
Continued Rollout 

0 Internct.ive Customer 
Solutions 

0 Solutions nnd lnfra.structure 
Design 

0 Legacy SyStem 
Modernization, Phases I II< 2 

0 Program-wide Solutions nnd 
Continued Rollout 

,,, 

Per/omwnce Goals for Processes. OrganiuzJit>n. and Modules 

As sI>Ited in the FY 1999 Capital Asset Plan. a reengineering phase performance goal for 
blueprint development is to refine performance ,measurement gnals nnd largelS for the 
modernized retirement syStem to an operational leveL The goals and targets refmed 

. during blueprint development will build on the balanced scorecard frameworlr. we created 
earlier. In addition to measuring the success of the processes and organization. the 
refmed gnals will form the basis for the next level of detail. establishing the !ecllnieal 
perfonrumce requiremenlS for the four modules. (For example. if. process must be 
completed in. day. the automated portions m.ust perform theirtasb in less than • day.) 
To measure achievement of these operational gnaJs. we will use many of the measw-es 
eurrently used and reported in our annual performance phto. So doing will provide a 
baseline against which to oomp8IC our success. ' 
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In addition, in the supporting business case for this year's plan (FY 2001). we 
documented several new measures that might be used to determine whether we have, 
reached our goals. Measuring incurs overhead. however. so the utility of each new 
measure win be validated during the blueprint for that process, We win repan the final, 
validated measures to you for those process blueprints that have been completed in the 
FY 200 I Capital Asset Plan, The final, validated measures for the remaining processes 
will be reponed in the FY 2002 Capital Asset Plan. which is due shonJy after the 
remaining blueprints are completed in FY 2001. 

The arells measured will address each of the aPM and RIS strategic goals, as well as the 
operating goals for the Modernization effon reponed in the FY 1999 plan, In general, 
four kinds of measures will be taken: 

(J customer/agency/employee satisfaction measures 
c process and su~process cycle time measures " 
c accuracy rate measures 
C cost measures 

Because these measures will be validated befon,module implemenWion. they will be 
ready to suppon post-implemenWion reviews. as well as eontinuing operntlonal analysis. 

B. Program Management 

Is there a program manager and conlrllCting officer devoted to the project? Yes, 

Win an Integrated Project Team be establisbed to assist with the Management of the 
project? Yes. " 

In addition. the project organizaliona1 and management structure described in the FY 
1999 Capita1 Asset Plan remains the same. 

C. Acqulslllon Strategy 

The acquisition strlllegy. reponed in the FY 1999 Capital Asset Plan as Contract 
SlrlItegy, remains the same. 

D. Fmandal basis for selecting !be project 

We tasked oor contractors to update our previous business case, to incOIporate the new 
information from the "to-be" model. The Modernization project remained the most cost
effective of the altemalives anaI,)7.ed, Unlike the other altemalives, Modernization will 
close the gap between our business requi=nts and operating objectives. Facto'" 
considered in the analysis incJnded: operational effectiveness. functionality, acquisition 
eost.life-<:ycle cos~ benefits, maintainability. and risk. ' 
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The methodology used was based on benefiwoosts analysis methodologies recommended 
in "OMB'" Capital Planning Program Guide. OMB', Guide in Evaluating IT 
Invesunents," "GAO Improving Mission Performance Through Strategic Information 
Management nod Technology Guid.," nod "GAO Measures ofPerfOIIllJlllce and 
Demonstrated Results of IT Investment Guide." 

The Modernization effort is a dynamic project that will continue to evolve as we refine 
our planning. As a result, several high-level assumptions were made about the overall 
scope and implementation schedule of the Modernization effurt to complete this year's 
business (:ase analysis. These assumptions are listed below. More specific asswnptions 
goveming.the interpretation of cost and benefits dsta are discossed in the business ease. 

" 	 The implementation schedule is aggressive but realistic. It reflects a cummt contract 
completion dste ofMay 2004. Full implementation. however. will extend througb I'Y 
2006. Project implementation cost estimstes for Phase II of the Legacy Systems 
Modernization will be refmed after asset planning (requirements, deSign, proof of 
concept/pmtotype) has been completed. . 

" 	 OPM currently has more than 40 legacy applications that support its data and 
information needs. Cost estimates to moderntr.e these systems are based on industry 
expeIience and do not represent a detailed analysis of existing systems. 

o 	 .. Althougb OPM has the authority to specify the fonn and format ofretirement records, 
implementation of pmgram-wide applications is dependent on agency cOOperation 
and·acceptance of select Modernization applications and their own teeJntical and 
financial re5Curces 10 instail appmpriare system interfaces. 

o 	 Organizational deve!opeaeat and change management efforts will support every phase 
of the Modernization effort implementation. . 

" 	 The cost-benefit analysis is based on conservative estimate •. Data and assumptions 
underlying the cost-benefit scenarios incloded in the quantitative fmancial analysis 
were verified wherever possible. The calculations do not reflect contrnctor rate 
increases or the rate of inflation. . 

" 	 Costs incurred for the initial business process reengineeting planning phase in 1'Y97
98 were repmgrammed funds from an earlier technology pmjecl. These costs were 
considered sunk costs for the putpOSeS ofthis analysis (i.e~ they were not a decision 
variable in undertalting the project or considering alternative implementation 
strategies). They bave Dot been included in the cost-benefit analysis. . 

" 	 This analysis assumes the cost of implementing "OPM Architectwe Standsrd" system 
elements in areas wbere the technical architecture nod applicable standsrds are not 
fully defined. This is the most conservative (i.e~ expensive) approach that can be 
taken. 

" 	 No reductions on the cost of technology impro""menl were considered in the 
analysis. 
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a The training cost to use Modernization by other agency staff will be assumed by those 
agencies; the agencies will also reimburse OPM for their trainers' expenses. 

a The most expensive potential COTS package to perform Retirement Program 
functions was assumed. This cost was based on our initial survey of products and the 
need for a "full function" capability. 

Ufe cycle cost esti11lllte 

~ -::""::: 7":--:,~ -::"":;:. -::";:::: -::";:":; -::'i:-:; ~YJ ,-:-:::'~;';:' 

C8togoryA 0.6 0.8 1.0 1.0 1.0 1.0 1.0 1.0 7.4 
AoenglnoerlnglPlannlng'" 5.65 5.25 11.65 6.35 2.85 2.85 2.45 2.45 39.5 

AcquLBltJon 0.0 0.0 7.7 47.5 34.1 0.0 0.0 0.0 89.3 
Maintenance Increase 0.0 0.0 0.1 1.4 2.8 2.8 2.5 2.4 12.0 

IV&V 0.45 0.45 0.55 0.65 0.75 0.65 0.65 0.65 4.8 
Total 6.7 6.5 21.0 56.9 41.5 7.3 6.6 6.5 153.0 

• . .Planning costs pnor to FY 1999 are not ino::luded In thiS chan· ICC IISSUmptions above. 

Results ofCost-Benefit Analysis 

Savings accruing to the Modernization acquisition consist of net savings, cost avoidance, 
potential savings, and non-fmancial benefits.,The most compelling argument based on 
savings for Modernization acquisition is in cost avoidance. Given prt;ljected workloads, 
current productivity, and customer service levels, OPM can accomplish its mission in the 
future oruy through increasing its workforce at considerable additional cost This 
assumes, however, that current processes and technology are scalable and that future 
results can be reasonably extrapolated. In addition to the cost avoidance savings, the 
potential savings, and the non-fmancial benefits, it is clear that the Modernization effort 
provides significant benefit to the Federal government, its employees, and its retirees, and 
their families. 

Cost A.oldance Virtually all of the financial benefits expected to result from the 
Modernization effort will result from increasing labor productivity by improving process 
and handling efficiencies and reducing the per unit cost of operations (in most cases, by 
eliminating paper processing). These financial benefits from labor saving will be accrued 
by OPM and the participating agencies. The benefits are not net savings (OPM's rapidly 
increasing workload limits opportunities for achieving real net savings) but rather cost. 
avoidance. Additional'costs to hire personnel to maintain current processing rates and 
customer service levels will not be incurred. These labor savings by OPM and the 
participating agencies are considered real fmancial benefits for the business case analysis. 

Project investment costs to fully deploy the modernized system are substantial but 
amount to oruy one-third of the labor savings and cost avoidance that will be realized 
over the ten-year time period considered in the Business Case Analysis (BCA). Recurring 
computer operating costs under the current conditions and in the new working 
environment have also been considered and amount to a moderate increase for the 
Modernization effort, reflecting in part the additional functionality over existing systems 
that will be provided by the Modernization effort. The result is a strong financial 
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justification for Ole Modernization effort implementation. Total estimated savings are 
over $300 million. 

The following graph displays the total Modemization costs. henefits, and net financial 
henefits. It includes the following: 

C Annual Project Costs-componcnts of this line include the annual investment costs 
plus the annual operational costs for the retirement operations system. 

C Annual Project Financial Benefits-represents total annual ftllllllcial henefits: 
C Financial Benefits less Project Costs-represents the difference betwcen the annual 

Financial Benefits and annual Operational Costs or the estimate of net annual 
benefits. 

ANNUAL RSM BENEFITS 
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The graph depict<; the cost-henefit relationship over ten years from FY 1999 through FY 
2OOl!. After an initial investment period from FY 1999 through FY 2002. the line shows 
that project Financial Benefits Less Operational Costs eross the X-axis (0) in early FY 
2003 and continues to grow through FY 2006. The line shows Total Projecl Costs 
reaching a peak in mid FY 2002 foUowed by a decline in costs from FY 2003 through FY 
2006. Annual Project Fmancial Benefits begin to climb in late FY 2001 and continue 10 
inerease through FY 2006. 

Tangible Returns Not [nclwkd In Cost-Benefit Analysis 

Potential Savings Potential savings attributable to the increased functionality of 
modernized systems were alSo considered. OPM annuity payment em>rs represenl one 
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area that falls into this category. No savings from any change in the error rate or the 
improved financial accuracy expected to result from the Modemization effort were 
included in the cost-benefit financial artaIysis. 

In the OOUfSe of meeting its legal requirement to provide accurate benefit payments, OPM 
performs regular quality assurance reviews to determine the validity, quality, and 
timeliness of adjudicating benefits for fmlt-time CSRS and FERS annuitants: These 
reviews bave found, on average, that 7.7% of original FllRS adjudications and 7.3% of 
CSRS adjudications oontain error.;. These error.; result in overpayments estimated to be 
$80 million per year, while the totlll amount underpaid is estimated to be $60 million - a 
totlll of $140 million inoorrectly paid. These estimates are based on data from the eight 
FERS and eleven CSRS quality assurance reviews conducted over the last five year.; and 
projections by OPM on the total number of claims filed each year. 

Quality assurance analysis shows the error.; are generally the result of making complex 
calculations requiring manual data entty. One of the!rey elements of the Modernization 
effort is to standardize Ibe benefit calculations by using an ...tomated benefits calculator 
that eliminates much data entty. The benefits calculator will reduce the error rate and the 
total vallie of benefit payment errors. Workplace productivity will also be improved 
since Ibe majority of benefit payment calculations will be streamlined, reducing data 
entty errors and eliminating reworil: associated with errors. Any potential savings to the 
government would be diffICUlt to estimate, but any reduction in overpayment and 
underpayment errors would easily amount to millions. 

Non-Financial Benefits Retirement Systems Modernization will also deliver a range of 
non-fmancial benefils in direct response Ix> the objectives of the Modernization effort: 

a 	 Accurate and timely paymmrsto beru:fit recipients by eliminating errors in 
calculations, modernizing non-inlegrs!ed legacy systems, linking numerous 8Catleted 
databases, improving operational efficiency, enhancing maintenance and scalability, 
increasing functionality and perfotIllllDCe, and improving rmiulng of proguun staff. 

. a 	 Prompt, accurate and cOlUistenl customer service by improving turnaround times on 
applications, change requests and inquiries, inttoducing new inletaet and IVR seIf
sem", mechanisms and providing access to the inlegrated data repository and 
electronic files for inquiry response and request processing without handoffs, follow
uP. phone calls or retrieval of paper flies from the Boyers facility. 

CJ More robust, accurate and consistent retirement counseling by implementing a 
benefits calcn1alor that will model various retirement options for members and allow 
for improved financial planning, strenglhening counselor rmiulng and providing the 
intfOgrated data repository and k:n<iwledge support tools !bat will guide tile Benefits 
Counselor through the customer service process. 

a 	 Accurate and timely dedstctions for retir....-from covered employees and their 
Tespaetive agencus by implementing an aulllln8led, standardized process for 
coverage and eligibility detennlnajions. eliminating or n:ducing coverage errors, 
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automating electronic data exchanges between OPM and Federal agencies, improving 
the timeHness of operations, and replacing paper reporting and reconciliations. 

Technology Costs In order to modernize the retirement system, commercial off-the
sbelf (COTS) software packages will be purchased, The most expensive annual charge 
for a. retirement package from our initial analysis was included in the business case. 
Telecommunications expenses for self-service communications, interagency 
corrununications. and intrn-agency communications will mcrea.se substantially. 
Maintenance of the new custom Benefit Calculator, Coverage Determination Application, 
and Data Exchange Gateway will be performed by the maintenance programming staff. 
However, the use of the COTS package and new development tools will cause tills 
.xpense to decline. Cost estimates were based onffiM experience IlJId Wasrungton 
Technology Center and OPM fiseaJ year budget data. Although the cost oftecbnology 
can be expected to decline, 00 reductions in tecbnology costs have been assumed. 

Computer savings 

Over Ibe project's life cycle, ,8 oct increase in computer operational costs amcunts to 
approximately $12.0 million over Ibe 8-year period from FY 1999 througb FY 2006. 
These figures represent the difference between recorring costs for implementing Ibe 
Modemi:uilion project and the recurring costs for the "as-is" state or not implementing 
Retlr.,meot Systems Modernization, 

,. 
If left uncbanged, the curreot on-going development costs will double over seven years. 
The contributing factor is Ibe increased costs of bighly skiUed COBOLNSAM 
programmers. Colieges are not producing COBOLNSAM programmers and most are 
currently reaching retirement age. Furthermore, maintaining the retirement system will 
require very experienced programmers. On average, COBOL programmers are more 
bighly paid than even their systems software piOgrammer counterparts. The demand 
could create. shortage for tills skiU sct in the future. The baseline amount came from 
RIS'Systems Modernization and Maintenance Division'. FY 99 hodge! allocation. The 
FY 99 budget is calculoted from the expenditures and recorring costs from previous 
years. 

The difference between recurring RIS operatiog costs wilb the Modenizatlon effort and 
the estimate of status quo computer costs is Ibe costs II1tributable to Modeml:uilion that 
begins in the FY 2001. These are shown on the first page of this year's plan, 

Key Assumptions Affecting Cost anti Schedule 

The risks we discussed in the FY 1999 Capital Asset Pion that would adversely affect 
cost and schedule remain the same. In addition, ~e assume the following: 

Q 	 Adherence to the Human Resources Techaology Council's (HRTC) FederaJ Human 
Resource Data Network requiremeots will not require significaotrewotk. This 
initiative is at an earlier stage than the Modernization effort and requirements may not 
be completed until mucb of the Modemlzatioo effort'. technical design is completed. 

http:mcrea.se


__ 

• RIS S)'ItCW Modernization 
FY 00 Capital AueI Plan 

c Process and technology blueprint designs will not significantly change from the high 
level designs developed in the "to-be:"' model because information most affecting 
these designs is already known. 

Programmatic Risk 

The risks identified in the FY 1999 Capital Asset Plan remain the same. 

Risk Mitigation Strategies 

We are continuing the risk mitigation strategies reponed in our FY 1999 Capital Asset 
Plan. In addition, we are coordinating with the Human Resources Technology Council's 
(HRTC) Federal Human Resource Data Network initiative to ensure that our modernized 
retirement systems conform to the HRTC vision for government-wide electronic record 
keeping for human resources. 1bis coordination will ensure that OPM maximizes the 
efficiency of data collection from Federal agencies. Coordination with the HRTC is also 
a significant risk. that we described in Key assumptions above. New risks and strategies 
identified are summarized in the chart nn the fnllowing pages. 

Risk Mitigation Stmtegles , 
, " 'ol , ••• :, ...." , I I 

Losing _~ aI OPMSc:hed., toogawy 1. • Ctntinue 8Ctiw Involvement of RIS 
leadership Ihal " ~ 10 Senior Executives In an phases of the 
maIrdaIn rn::mentum of prqeet
_mIzaIion eIIoII. 

• Ccn:tinue Inclusion of RSM Executive 
Steering Canm/ttee to verify, 
wIidate, and 8pP1tMt maJor project-.. 

T_F.-,y 1. Deperden::e CIl agendes to mB8I: • DeYeIop flexible dala reposi1oIJ to 
18dIdogy reqUnoments end - BIlow agendes II! different lewis of 

tec:tri::aI advan::en'«d to haYe boIhpeItidpe!e~ ~-
....... end ".. ebIlily 10 food ".. 
reposi1<>Iy 

• DemJi lStIaIa benefits to agencies
using dIMIloped systems . ' 

• CornrrIlI1Icale OPM'8 measures of 
w::c:ess as • t8SIJl of leveraging 
1echnoIogy 

~ Oependerq CIl outside • Contirut to c:tIM1I.I"Ica!e the 
Ior~_ 

Modenizalial eflort to outside 
__10 bLiid buy<n~ 

,. 




ProgI'llTl Mar.agement 

1, I.imIod number d rvsourt::e$ WIh 
""1$ ~newl~ 
_for~_d 
!hose _ogies 

• E.stabishape~ 
measurement program to ioorease 
visibiity arC demoIlStrate progress of-• 0::rJti0ue to ccnmmiea.tG how 
~efi:wte6:1~the 
_fo<d>ange 

• Il!MoIop phased impIemenIal<>o
~lcrlhe__. 

• Ensure ~ prtfect1eam 
expertise and experierat aligns l'Iith 
spedfi:"",- pnj""' ....-

• 1l!MoIop. plan '" prioriIW!'" 
~ (e,l),. precfic:l and IXl'MItt 
!hose PIIIIIOpaoI_Ihal ..._likely'" be _inItIo . 
"'"fuIu.. fillll) 

• N'I1«lcI~(tul;kf8SPOl1S8
(·,g., .....<layl_d. 
~.__"""","oci 

• Enuolhal.rtl"'~ 
< iJentffles all RISOOI'Ce requifemeots 

• Ensure lrrlpIemer4ation ~ _ .._requt_011_...._Il0l __ 
spedfi:

• Cal!lntJod It'IOI'VtDring of new 
1ocIvIoIogy

• ""__d"l'lMl_ 

.~-updaIae 

• ~ 11>0 HIlTC'l!F_
HIIl'IM Flooool'QOO Data Networt 
".qeetin_ 

'_~ln""'~__pay1<IiIardIo< 
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Pl'OCeSS/Organizaiion Alignment ,. Organizational Resistance • Co-ltinue to engage all stakehOlders 
in project analysis; establish full, 
open communlcalion 

• Continue 10 develop and execute 
d\ange management mllegy 

• Continue 10 establish appropriate 
expecla1ions lor Change 

2. Employees' ability and willingness • Provide employees eperiod 01 
to use new locfvloIogies intensive hard$<In training with !he 

new ledv1oIogies 

• Train -.edv'IoIogy experts" in relevant 
departments to answer questions 
and provide on-going training to staff 

• Provide crHine and off-line referera 
_rials 

E. Adherence 10 architecture WId iDfrastructure staDdanIs 

The Modernization project is contrnctually required to comply with the OPM Information 
Technology An:hitecture. The OPM IT standards for internal and external 
communications were outlined in the FY 1999 Capital Asset Plan. These bave not 
changed. 

The Modernization effort bas been designed to adhere to existing architecture and 
infrastructure standards and complies with the Clinger-Cohen Act, Raines Rules, and the 
Federal Technical Reference Model promulgated by the Chief Information Officers 
(CIO) Council. 

The OPM technical architecture ''to-be" development for the Modernization effort will 
provide for an open system that will support 8 multi-vendor environment allowing for 
compatibility, interoperability, and interchangeability. This architecture is entirely 
consistent with the current OPM architecture, published standards and guidance for 
achieving interoperahility within the OPM community, and methods of working with its 
business partners and stakeholderS. In areas that have not yet been defIned, the project 
team will work under the guidance of OPM's Chief Information Officer to defIne or 
modify tile OPM architecture as necessary. 
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Part 01: COST, SCHEDULE, AND PERFORMANCE GOALS 

A. Description of Performance·based System 

The approach for the reengineering planning phase of Modernization is basCd on finn, 
fixed price contracts and the cost and schedule reports required from contractors are 
described in the FY 1999 plan, We will continue to require the key elements described • 
documenta1ion of progress via the won: breakdown structure with key elements of 
bodgeted cos. for wad< scheduled, budgeted cost for work porfonned, and actual cost of 
work perfonned, 

The approach for the technology acquisition will use a software development methodology 
based on the Software Engineering Institute Capability Maturity Model (SEI CMM), The 
software requires documented processes, continued quality review of those processes, 
strong project management control, and estabUshed processes involving senior 
management in ongoing reviews to monitor the progress towned nchieving the projected 
mission benefits and to resolve issues early in the project The software is premised on the 
earned value management technique as part of regular status reporting to relate resource 
planning to schedules and to technical, cost" and scbednle requirements. A third element 
willfocus on execution of the performance measurement program addressed above, 
including collecting. automating, and processing the data on expocled versus actual project 
outcomes. 

B. Original Baseline Goals: 

1. Original,cost and schedule goals: 
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COlt by F_ YO... 

2. 	 Original performance goals: 

The following tasks must be performed before business process reengineeringwill be 

considen>d complete. For each task. we also established requirements in our contracts 

that must be met before We accept and puy for a task. The performance gnals for the 

remaining planning tasks. as outlined in the statements of work, mclod. the following: 


To·BeModel 

The t<>-be model will be complete when: 

IJ 	 Work with OPM bas taken place to assess s1tills. tools. and experience avaiJable for 
the Modernization effort; to select a representative team to conduct the reengineering 

. of the core pr:ocesses; to define and document the relationship between the 
reengineering team and top level decision makers (authorities and responsibilities in 
determining new pr:ocess designs); and to identify pr:ocess owners. 

IJ Training that nddresses the principles and techniques of reengineering pr:ocesses and 
ofchange management bas been prepared and delivered to the learn. 

IJ Alternative designs for processes are fOIllluiated lIlld considered. 
. Q . The impact ofpoIential bmien; to implementing the alternative processes is assessed 

and documented. 
Q Candidate pr:ocess designs are selected for detailed process design. 
IJ The risk mitigation strategy is refmed., expanded., and updated. 
Q Information technology capabilities that will belp achieve pr:ocess reengineering gnals 

and are consistent with the agency infa!lll.Otion technology arehitecture hnve been 

identified nod documented. 


Q Technical to-be model requimments are reviewed., approved, baseUned and 

documented in the requimments tnlOeability matrix. 


Q A technical to-be model design review is held that consists of presentation and 

overview of requirements, discussion of the design alternatives, review and approval 
of the basic alternative selected, presentation of the preliminary design specificatinn, 
completion and scoring of review checklists. presentation of the design test plan, and 
prepnration of review findings and reports. 

IJ The lO-be technical model bas met approved requiremenlll and the design is accepted. 
IJ The information technology model is consistent with the agency infu!lll.Otion 

technology arehitecture. 

IJ The lO-be model conforms to the Concept ofOperation. 

Q The technical model components are labeled. b..eJined, and cbanges are controlled 


ac.:ord.ing to the approved confignration management plan. 
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a Processes are prioritized for n:engineering using formal selection criteria such as 
processes with the highest impact on custome",; processes that conflict most with the 
business vision; processes that urgently require reengineering; processes that would 
provide substantial return on investment; or processeS that can be changed easily and 
will provide experience for the more difficult 10 change processes. 

c The intermediate steps that will be !alceo to get to full implementation (e.g., prototypes, 
selected changes) are determined and documented. Some of this wod< has·already been 
done in selecting the prototypes. 

Blueprint< 

The process blueprints will be complete when: 

a 	 Measurable goals for the reengineered processes are established. 
tJ 	 There is • relationship of goals to mission, customer and stakeholder expectations; and 

the benefits, costs, and risks of implementing approved reengineered processes and this 
relationship is documented. 

tJ 	 Detailed information technology capabilities tbal will help achieve process reengineering 
goals and are consistenl·with the agency information techoology arehitecture are 
identified and documented. 

tJ 	 We liave created and documented the new worldlow and interfaces; the new information 
flow; impact on the agency's information and system ru:cllitectures; changes to 

. 	organizational structure; impact on managemenl systems; changeS II> job descriptions 
and skill requirements; changes 10 compensation and roward systems; changes 10 policy, 
regulations. or law; constntlnts and assumptions tbal affect the cosl and benefits of the 
solutions; quantitative and qualitative benefits of the new process; performance 
indicall>'" for the reengineered process: how information techoology could be used to 
support the reengineered process; and how the reengineered process meets performance 
and legal requirements. 

tJ 	 Technical blueprinl model requirements bave been reviewed, approved, baselined and 
documented in the requirements traceability matrix. 

tJ 	 A technical blueprint model design review is beld tbal consists of presentation and 
overview of functional specifications, discussion of the design alternatives, review and' 
approval of the basic alternative sclecIed, presentation of the preJiminarydesign 
specification, completion and scoring of review cbeckl.ists, presentation ofthe design test 
plan, and preparation ofreview findings and reports. 

c The tecbnieal model meets approved requirements. 
" The technical model comjIonents are labeled and changes controlled according 10 the 

approved configutation management pJan. 
tJ Reengineered p~ satisfy the legal requirements documented in the Concept of 

Operation. 
tJ Information on options for implementation tbal need to be considered are identified and 

docuIIIented. 
tJ Concerns aboUI reengineering bave been heard and are addressed and the reengineering 

commitment communicated 10 stakeholde... 
tJ Identificalion, pJemtlng, and action have been undertaken II> deal with entrencbed 

interests and reenginecring barriers; and to realign organizational values, incentives. and 
reward systems 10 focus on desired OUIOOIIICS. 

tJ The risk mitigation -llY is rcfin.ed, expanded. and updated. 
. 2&. 
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Business Case 

The business case will be complete when: 

c The business case is refined, expanded, and updated to reflect the new process designs. 
c The capital investment review process has been used to review the completed business 

case and decide on whether reengineered proce~ses should be funded and implemented. 
C A perfonnance-based and risk-adjusted cost-benefit analysis of each alternative process 

is done., 

Proofof ConceptiPrototypes 

The proof of eoneept/prototypes will be eomplete when: 

c Process designs bave been tested against their success criteria through simulations or 
limited pilots and modified or eorrected until they meet the established performanoe 
requirements. . 

" Prototype requirements are reviewed, approved, baselined and documented in the 
requirements traceability matrix. 

C Prototype design review is held that consists of presentation and overview of functional 
specifications, discussion of the design alternatives. review and approval of~e basic 
alternative selected. presentation of the preliminary design specification. completion 
and scoring of review checklists; presentation of the design test plan, and preparation 
of review findings and reports. 

" 	 Prototype testing is performed at every development Slage (IeCJmical reviews are the 
only testing technique available early in !he development proeess, such as !he 
requirements slage). 

" 	 Prototypes meet approved requirements. 
" Prototype development is documented (e.g., data flow diagrams, entity relationship 

models) 
" User manuals are created for prototypes. 
" Operation/systems manuals are created for prototypes. 
" Prototypes are labeled and changes controlled according to the approved eonfigumtion 

management plan. 	 ' 

Transitionllmplementation PimI 

The transition/implementation plan will be complete when: 

" A plan to implement !he approved designs. including the identification of risks and 
barriers and ways to overcome them has been created. 

" The plan addresses documentation. and application of lessons learned: 
" Responsibility for implementing the changes has been assigned. 
" A transition team has been established. 
a Training and workforce redeployment issues are managed. 
" The barriers and risks to implementing !he reengineered processes have heeD identified, 

categorized, and mnked based on !heir potential impact. 
" The risk mitigation Stralegy is refined, updated, and expanded. . 
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Training Pion 

The training plan will be complete wben: 

CJ A workforce training plan has benn created to address training to prepare employees 
for their new roles in reengineered processes. 

C. Current Baseline 

I. Current eost and schedule goals: 

Same Ill; original baseline. . 

2. Current performance goals: 

Same as original baseline. 

D. Varlance·from eutTeIlt baseline 

I. Varillnee in cost: 

'" 
The baseline goal was $3.9 million for development of the "to-be" model and the early 
win prototypes during FY 1999. There was no variance in cost for the '~o-be" model in . 
FY 1999 ($2.8 milline). but there was a variance in cost for the early win prototypes 
(planned $1.1 million, aclUal $.8 million). The cost varillnce from thls baseline was 5%. 
The variance resulted from a change in our assumption that the Coverage Determination 
Application prototype would be leveraged from an existing tool owned by the U.S. Postal 
Service. It did not cause Beost ovcrrun·but instead a delay in spending as we "",valuated 
bow and whether We would proceed with thls protOtype. There was no cost varillnce in 
the remaining two prototypes. the Benefits Calculator and the Benefits Booldet. A 

. revised estimate of eost and schedule in Section E. of thls plan includes the revisions for 
the Covemge Determination Application prototype, based on the new assumptions. 

2. Variance in schedule: 

The baseline schedule goal was also met with no variance for the "to-be" model and the 
. two of the three catiy win prototypes. There was a -3% variance in the i;chedule for the 
Coverage Determination Application prorolype during FY 1999. again resulting from 
delay caased by the change in our assumption of leveraging the existing U.s. Postal 
Service tool. A revised estimate ofcost and scbedule in Section E. of thls plan includes 
the revisions for the Coverage Determination Application prototype. based on the new 
assumptions. 

3. Variance in performance: 

None to date. 
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Performance Measures/or Prototypes 

Cost, benefit and perfolllllll1Oe measures were developed for the three prototypes below in 
the spring of 1999 as a part of the business case to justify their developmen~ 

FERSlCSRS Calc"illtor Prototype 

The programming and initial testing of the calculator were completed late this spring. In 
the middle of summer, parallel testing began against the manual and semi-automated 
processing. At the same time, the training ofemployees to use the calculator to perform 
limited operational testing began. At this stage in prototyping, the calculator will 
calculate over 80% ofFERS and Central Intelligence Agency retirement claims. 
Algorithms in the calculator can be translated to other technology, thus we will be able to 
leverage the investment in later stages, as we acquire the tecbnology to support the 
Modern.izat.ion effort. It is too early to report results, but the testing of the prototype 
indicates that the 25~ reduction in processing lime for FERS cases identified as a 
measure in the FY 1999 plan will be achievable. 

Benefits Booklet Prototype 

The booklet, which replaces the annuity statement currently sent to new annuitants. has 
been completed and was implemented Iare in August. The booklets include information 
that is needed by new retirees, as indicated by the fncus groups conducted 'as a part of the 
booklet'. design and development Although it is too early to assess results, we believe 
that at least 85~ of customers surveyed will feel the booklet is clear. easy to understand. 
and includes useful information. ' 

Slatldarrih;ed Coveroge Determination Application ProtOtype 

The offer to share the government software planned to levemge to create the coverage 
prototype was withdeawn due to a last minute ownership diSpute between the agency and 
the developer. Agencies are still eager to have the calculator, and after careful 
reevaluation, we have determined that the prototyping will move forwand with changed 
assumptions. The plan for this development will now include evaluation and analyses of 
the options avai.l.able, including an analysis of benefit and~ Because an expanded 
version of this applli:ation. the Coverage Determination and Eligibillty Applli:ation is part 
of Module I. it is important to develop this prototype so that it can be built opon during 
Module l. 

E. Latest revised estimate: 

The goals outlined in the FY 1999 plan included goaIs for reenglneering planning 
activities through FY 2001. These istimates have been updated to reflect the results of 
an updated business ciIse based on the development of the "to-be" model and input from 
the t.echilolngy conmwtor woo was not yet on board to contribute to the original plan. It 
also includes changes in Qur prototype plans as indiC8led above. We expeet information 
from the blueprinting pm;:ess that will occur next FY may fu.rther refme the estimates for 
FY 2002 and beyond. 
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1. Cost goals 

The following cost goals will become our current baseline. Unlike the Summary of 
. Spending in Part I <hat includes all categories of spending by the year of obligation, these 
cost goals exclude Category A. maintenance costs and Independent Verification and 
Validation and represent the amount to be spent each year on planning and acquisition. 

~ 

(In Millions) 

2. Schedule goals: 

Schedule changes were made as a result of our validation with the technology contrnctor 
and new infonnation from the updated business' case. They do not lengthen the overall 
schedule for Modernization but represent an adjustment and reprioritization of segments 
within the overall scbedule. 
, '. 

Reengineering Planning Segments Business process reengineering planning will be 
complete at the end ofFY 2001 .. This will include the process blueprints. technology 
blueprint. organizatioDal blueprint. transition plan. training plan. and update of the . 

. business case. We plan to develop additiooaJ prototypes daring this period. 

IT 2000 Segments: 
C Membership Administration Process Blueprint 
c Claim W Payment Initiation and Annuity Roll Maintenll!lce Process 

Blueprint 
c Benefits Counseling Process Blueprint 
c Information Technology Requirements Exttacted from Above Process 

Blueprints 
c Information Technology Archirecture Based on Above Blueprints 
c Covernge Derennination Application Prototype 
c Updated Business Case 

IT 2001 Segments: 
c EmPloyee Withholding .. Etc. and Trust Fund Management Process 

Blueprint. 
c Organiurtional Blueprints for All Core Processes 
c Informational Technology Requirements Exttacted from Above 

Process Blueprint 
." . Information Technology Architecture Based on All Blueprints 
c Trnnsition Plan 
" Training Plan 
c Updated Business Case 

PlannlnglAequlsUlon Segments Planning for acquisition and acquisition will begin in 
FY 2001 and continue through FY 2006. Acquisition will be accomplished in four 
modules. Solutions and Infrastructure Design, Legacy System Modemiurtion, Pbnse I & 
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n. Program-wide Solutions and Continued Federal Agency Rnllout and Interactive 
Cuslomer. Solutions. 1l!e following activities will be accomplished in FY 200 I. 

FY 2001 
Cl Selection and acquisition of database'management system 
e Data Modeling and database design activities 
e Proof of Concept-liutited initial population of integrated data 

repository 
.' e .Planning and acquisition of production quality releases of coverage 

detennination and benefits calculator tools 

FY 2OO2-Z006 

tJ Continued expansion of Module I 

tJ Planning and acquisition for remaining modules 


2. Performance goals 

Business Case (gnals are modified from FY 1999) 

The business ca.se is ail ongoing activity: 

• 	 1l!e business case is refined, expanded, and updated 10 reflect major project 
milestones: completion of 'ro-be' model, completion of blueprints, completion 
of usefuJ segmeots, and on • periodic basis during maintenance. 

The IIusInes<; case has been updated to renect !be '10-00' model BUd in 
support of our budget request for FY 2001 In tbls Capital Asset Plan. 

• 	 The capital'investment review process is used to review the updated business 
case to decide whether reeogineered processes (blueprints) and useful 
segnreots should be funded and implemented, and 10 perfonn ongoing 
assessment of automated systems during maintenance. 

• 	 A performance-based and risk-adjusted OOnefit-cost aualysis of alternative 
processes considered during blueprints is incladed In the business case. 

Transition Planning (goals are modified from FY 1999; name cbauge) 

1l!e tlIU!Sition planning for eacb module will be complete wben: 

tJ 	 Planning for all activities needed to implement a module, ensure acceptance of the 
cbauges by affected individuals, and launcb the transition bas been performed. 

tJ Responsibility for implementing the cbauges bas been assigned. 
tJ . Identification of risks and barriers and ways to overcome them bas bee. performed. 
e 1l!e barriers and risks to implementing the reeogi.ru:<:n:d processes have been 

identified, camgorized. and ranked based 00 their potential impact. 
c 1l!e risk mitigation Stralegy is refmed, updated. and expanded. 
c Data conversion, training, initial deployment (pilot), initial rollout, ""vised transitioo 

schedule. and l'eSOIllCe estimates am planned in detail. 
c An orgaoizatinnaI readiness assessment is completed to gauge the orgoniz.alion's 

acceptanee of phumed chaogcs. 
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a Planning that defines the process and technology training activities of the program 
that ~ required for the particular modules being implemented has been perfonned. 

c Customer and pert:onnance target confinnation, an important step in managing the 
expectations of internal and external stakeholders, is performed. 

c An initial deployment assessment to evaluate the progress of the transition focusing 
on perfonnance to determine if changes are needed prior to fuU rollout to the 
organization is performed. 

a Planning and deploying the "people" components of the new organization that are 
combined and aligned with the process and technology components, including 
perfOimance and rewards, strategic direction and leadership, culture and values, 
relationships and learning that are not addressed by other components of the transition 
is perfonned. 

a Planning for communications about the transition to all of those affected by it, 
including the fu.ture vision, transition preparation details, progress of the development 
and transition teams and perfonnance improvements the organization is experiencing 
during and upon full deployment is perfonned 

a The planning ~ documented. 
[] Plans are updated and adjusted for feedback from the organization and other 

information. 
a The implementation for each module will be complete when the documented plans 

are executed. 
a For each implementation module, procedures detailing required tasks. an overview of 

process objectives and outcomes, and a description of relevant in-force policies are 
produeed. 

Training Plan (goals have been combined with Transition Planning and hnplementation) 

Modules (new perfonnance goals) . 

The foUowing perfonnance goals are for the worl< perfonned by the tecbnology 
contractor and are from the statement of work. The technical component of all modules 
will be complete wben: 

[] Technical requirements for the module have been developed, allocated to softWare, 

hardware, fumware, or other tocb.n.ical item. . 


[]. The technical requirements are controUed, documented, and confonn to contractual 

standanls. 

[] The requirements are maintained in • requirements traceability matrix that meets 
contractual standanls. 

[] The technical requirements have been reviewed, approved by affected groups, and 
baseUned. 

a A preliminary design review has been held that shows the design meets all the 
allocated requirements and that the design is good. 

c A critical design review has been held that results in a decision document endorsing 
the design alternative selected. 

[] Tbe approved design and test plan are baseUned. 
[] Test plans have been created relative to the stage of development (i.e., acceptance 

. testing is planned during requirements stage, system and integration testing planned 
during design stage, unit testing planned during coding stage). 
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Q Testing bas been performed at every development stage (this includes reviews during 
requirements and design stage. which are the only teSting available early in 
development). 

Q Testing confinus the system is ready for operational use. 
Q Testing ofchanges or enhancements to any existing software has been performed 

following the same cycle as for new sofrware. 
a The DPM established migration procedures and year 2000 compliance teSting has 

been perfonned and passed for any enhancements or new technology. 
Q Development documentation is completed. 
Q End-user documentation is completed. 
Q Operations documentation is completed. 
Q Training for system maintainers has been provided. 
Q Training for end·users has been provided. 
Q Training for system operators has been provided. 

F. Cornctlv. actioas: 
... 

As SUIted in the section on risks; plarining costs were estimated in the Py 1999 plan, 
before the technology contnict was awarded. Based on input from the technology 
eontl:l1ctor and an updated business case based on the completed 'lo-be" model, the cost, 
schedule and performance goals in the Py 1999 plan bave been updated. The goals differ 
from the 1999 plan insofar as they now cover Py 2001 and the out years and include 
Some readjustment of priorities within the schedule. 

The Py 1999 plan showed continued WOlX with additional phases of the prototypes 
through spting of Py 2000. This plan has been revised. Work will continue on the 
Coverage Detcnni.nat.ion Application as described in previous sections of this pIan.. based 
on changes in the original assumptions. The Benefits Booklet and the Benefits Calculator 
will be enhanced uoder Modernization as a part ofMadule I oftho Acquisition Phase. 
These decisions will bave no effect on cost. scbedule or performance goals of the 
Modemi~on~M. . 

Summary 

Retirement Systems Modernization is • strategic initiative to rethink, reevaluate, and 
reengineer the vatious processes that support and provide services to Civil Service 
Retirement System and Federai Employees Retirement System participants and to acquire 
the necessary technology to support the reengineered processes. The purpose of the 
"planning phase" of the project is to streamline the processes and organi7lltion, and to 
identifY the technology that will be procured during the ru:quiBition phase to support the 
new program. During the "planning pbase." proof of concepts and prototypes will be 
laWlCbed that will provide immediate benefits to the program and will also move us 
toward OIl!' vision of the future retirement program. 

This plan also includes the initial evaluation of the technology that will be ru:quired to 
support the redesigned process and organi7atiQll" It is based on the results of the "to-be"' 
model. Cost and schedule eslimnteS for the out years Py 2002 and beyond will be 
revised, if necessary. based on additional details resulting from the completion of the 
reengineering planning phase. . 
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