5 USCH @ 8802a (2000}
@ B8902a., Debarment and other spanstions

tal (1) For the purpose of thisn section-w-

(B} the term "provider of health ¢are services or supplies® or "provider®
means @ physician, hospital, or other individual or entity which furnishes
healilh gare services or supplies:

{B} the term "individual covered under this chapter {5 USCS @8 5901 et
saq]® or "covered individual” megns an employee, annultant, family mesber, or
former spouse covered by a health benefits plan described by section 8%Q3 or
#4993a;

. {C) an individual opr entity shall be u0n51dezed t0 have been “convicteg®
of a criminal ocffense {f--

(i) a duggment of conviction for such offense has been entered against
the individual ¢r antity by & Tederal, Statse, or local coury;

{ii] there has been & finding of Yullt against the individual or entity
by a Federal, State, or local conrt with respect to such affense;

{111y a plez of guilty or nolo contendere by the individual or entity
has heen accepted by a Faderal, State, or local court with respsct o sach
offenze; or

(ivi in the case of an indivigual, the individual has entered a first
offender or other program pursuant to which a Sudgment ¢f conviction for such
affense has been withheld;

withoul regard te the pendency or out"ome af any appeal {other than a
judgment of scguittal based on innocence) or reguest for relief on hehal‘ of the
individoal or entity; and -

(D) the terxm "should know" mesns that & person, with regspect to
information, azis in deliberate ilgnorance of, or In reckliess disregard of, the
truth or falsity ¢f the information, and no proof of specific intent to defraud
is reguired: (.]

(2} {A] Motwithstanding section 8302(3) or any other provision of this
chapter {5 USCS 0@ 3901 et seq], if, under schsection (b}, (¢}, or (d), 2
provider is barred from participating in the program onder this ghapter {5 USCS
g8 8%01 et seql, no payment may.be made by a carrier pursuant i anhy contract
under this chapter {either £¢ such provider or by reimbursement) for any service

r supply furnished by such praovider during the period of the debarment,

{8i Bach contract under this chapter [5 US0S @8 8851 et seqg] shaell contain
such provigions as may bHe necessary 1o carry out subparagraph (A) and the other
provigsions of this secgkion.

{ny The 0Fffice of Perscnnel Management shall bar the following providers of
health care services or supplies from participating in the program under this
chapker [5 USCSE B8 8501 et segi:

(13 ﬁny provider that has been convicted, under Federal or State law, of a
criminal offense relating to frawd, gorruption, breach of fiduciary
responsibility, or gther fipancial miscondugt in connection with the delivery of
a nealth care service or supply.

{2y Any provider that has been convigtsd, onder Federal or State law, of a
criminal offense relating t¢ naglect or abuse of patients in connestion with the
delivery of a health care service or supply.

{3} Any provider rhat has besn ¢onvicted, under Federal or State law, in
conneciion with the interference with or obstrugtion of an 1nvestigatzoa or
progsecution Of a ¢riminal offense described in paragraph {1} or (2).

{4) Any provider that has been convicted, under Federal or State law, af 2



criminal offaense relating to phe unlawful mannfacturs, distribution,
prescription, or dispensing of a controlled aupstance.

{5} Any provider that is carrently debarred, suspended, or otherwise excluded
£roam any procurement o nonprocurament activity {within the meaning of section -
2455 of the Federal Acaquisition Btreamlining Aot of 1984 [31 USCS @ 6101 notel).

{c} The Office may bar the following providers ¢f health care sarvices from
participating in the program under this chapter {5 USCS @R 9901 =% seql:

{1} Any provider—-

{4} whose license (o provide health gare services or supplies has been
revoked, suspended, restricted, or not renewed, by & State licensing authority
for reasons relating to the provider's professisral competence, professional
performance, or financial integrity: oy ;

(B} that surrendered such 2 license while z formal disciplinary proceeding
was pending before such an authority, if the proceeding congerned the provider's
professional competente, professionzl performance, or financial integrity.

{2} Any provider that is an eatity directly or indirectly owned, or with &
contrel interest of 5 percent o more held, by an individual whoe has been
convicted of any offense described in subsection (b}, against whom a civil
monetary penalty has been assesssed under subsection (d}, ©r who has bsen
debarred from participation under this chapter {5 USCS 'B# 8301 et seq.}.

(3} Any individual whe directly or indirectly owns or hag a control interest
in a sanctioned entily and who knows or should know of the actiocn constituting
the basis for the entity's conviction of any offense described in subsection
{bi, assessment with a civil monetary peralty under subsection {d}, or debarment
from participation under this chapter (% USCS BR #%01 et seq.i.

{4y Any provider that the Ifice determines, in connection with glaims
presentad under this chapter 13 USCS @@ 28841 of seq.l, hes sharged for health
care servizes or supplies in an amcunt substantially in exgess of such
provider’s customary charge for auch services or supplies {unless the Gffice
finds there is good cruse for sucth charge), or charged for health care ssrvices
or supplies which are subsiantially in excess of the needs of the covered
individual or which are of a quality that fails to meet professionally
recogiiized standards for such services or supplies.

{51 Any provider that the Office determines has committed acvts described in
subgection {d).

Any determination under paragraph {4} relating $o whether a charge for health
sare services or suppllies iz substantially in esxgess of the needs of the covered
individuel shall be made by trained reviewery based on written medical protocols
developed by shysicians. Ia the event such a determination cannot be made bazed
on such protocols, a physicien in ap appropriate gpecialty shall pe consulted.

{g} whenever the Cffice determinefiew
{1} in connacticn with claims presented under this chapter [% USCE & 8901 et
s2q.]1, that a provider has charged for a health care service gr supply which the
provider krnows or should have known involvesg-~
'A) an ltem or servicge not provided zs claimed;
(B} charges in viglation of appiicable charge limitations onder section
g804i); or
iC) an item ¢r service furnished during a pericd in which the provider was
debarred from participation under this chapter [5§ USCS @2 8901 ei seq)] pursuant
te 2 determinatisn by the Office under this section, other than asz permitted
under sunsection (g} {Z14{B):
{2} that a provider of health care services or supnﬁzes has knowingly made,
or caused to be made, any false statsment or misrepresentaticon of a wateriasl
fact which is reflected in a elalsm presented under thig chapter [5 USCR 24 8501
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et seq.): or

(3] that & provider of healih care services or suppllies has knowingly failed
to provide any informstion pequirsd by a carrier of by the 0ffige to determine
whether @ payment or reimbursement is pavable undsy this chapter [8 USUS 28 8901
et seq.] or the amount of any such payment or reimbursemeni;
the Office may, in addipion to any other penalties that may be prascribed by
law, and a#fter consultation with the Attorney General, impose a ¢ivil monetary
penalty ¢f not more than & 14,000 for any item or service invelved. In addition,
such a provider shall be subject to an assessment of not more than twice the
amount olaimed for each sogh item or service. In addition, the CGffice may make a
deternination in the same procseding to Bar such provider from participating in
the program under thisg chapter [5 USCS 88 8801 % sagl.

fe} The Qffice--

(1) may not initiatve any debagrment procesding against a provider, based on
such provider's having been convicoiad of a criminal offense, lazer than 6 years
after the date on which such provider is so ¢onvigted; and

{2) may not initiate any action relating (o a civil penalty, agsessment, or
debarment under this section, in connection with any c¢laim, later than & years
after rhe date the claim is presented, as detsrmined under regulations
prescribed by the Gffice,

(£} In making a determination relsting fo the appropriateness of imposing or the
pericd of any debarment under this section {wher: such debarment is not
mandatoryl, ©r the appropriateness ¢of imposing or Lhe amount of any eivil
penaliy or assessment under this section, the Office shall take into account--

{1} the natuvre of any claims involved and the circumstances under which they’
were pregented;

{2) the degree of culpability, history of prior offenses or ilmproper conduct
of the provider involved; and )

{3] such osher matters ss justice may reguire,

fg} {1} A} Bxeept as provided in zubparagraph (8}, debarment of & provider
under sabsscbion (D} or (¢} shall be effective af zuch time and upon such
reasonable notice to such provider, and to carviers and covered individuals, as
shall be specified in requlations prescribed by the Office. Any sugh provider
that is debarred from parrticipation may reguest a hearing in accordance with
subsection (h}{1}.

(B} Unlesz the Office determines that the health or safety of individuals
receiving health care services warrants an earlier effective date, the Office
shall not make a dertermitnation adverse to a provider under subgection (el {5} or
{di until such provider has heen given reasonable nofice and an opportunity for
the determination to be made after a hearing a3 provided in asosordancs with
subsection {(h{l.

{2} {A} Except as provided in subparagraph {B}, a debarment shall be
effective wilth respect to any healih care services or supplies furnished by a
provider on or after the effective date of such provider's debarment.

(B} A debarment shall not apply with respe¢t to inpatient institutional
services furnished to an individual who was adgmitfed to the institution before
tha date the cebarment would otherwise become effactive unrtil the passage of 3C
days after sugh date, vnless ths Office determines Unkay the health or safery of
the individual receiving those services warranls that s shorter periocd, ©r that
no such periog, bhe afforded.

{3) Any notice of debarment refervsd to in paragraph {1} shall specify the
date as of which debarment becomes effective and the minimam periosd of time for
which such debarment is to remain effective. In the case of a debarment under



paragraph (1}, {21, {3}, or {4} of subsection i{p), the minimum pericd of
debarment shall not he lssg than 3 years, except as provided in paragraph
(4] (B) (11}.

£4) (A} & prowvider barred from participating in the program under this
chapter [5 USCE 282 8901 et seq.] may, after the expiration of the minimum period
of debarment referred to in paragraph {3}, aspply te the Office, in such manner
as the Office may by regulation prescribe, for termination of the debarment.

{B} The Gffice may-- ‘ ' '

{1) terminate the debarment of a provider, pursuant to an application
£iled by such provider after the engd ¢of the sminimum debarment period, if the
Cffice determines, bhasad on the consuct of the applicant, that--

{It there is no basls under subsection (b), (¢, or (d) for
continuing t¢he debarmenbt; and

{II} there are reasonable assurances that the types of actions which
foz@ed the basis for the original debarmant have not recurred and will not
regur: or

(ii} netwithstanding any provision of subparagraph (A), terminate the
deparment af a provider, pursuant o an application Filed by such provider
mefore the end ¢f the minimum debarment pericd, if the Office determines thate-

{1} based on the conduct of the applicant, the reguirements of
subclauses (I} and {II1} of clause {i} have bheen met; and

{11} early terminaticn under this clause is warranted based on the
fact that the provider is the sole community provider or the acle sgource of
assential specialized services in & comounity, or giher similar cirgumstances.

{5} The Offime shall-- .

{B] prompbly notify the appropriate Stste or local agency or authority
having responsibility for the licensing or sartification ¢of a provider barred
from parricipaticon in the program under this chapter [5 U80S 0@ BS01 er-ang] of
the fact of the debarment, as well as the reascns for such ¢gebarment;

(B} request that appropriate investigations be made and sanotions invoked
in accordance with applicablis law angd policy: andg

{C) reguest that the Btale or local agengy or authority keep the QOffice
fully and currentliy informed with respecr to any actions taken in response [o
the request. ,
{h) {1} Any provider of health care serviges or supplies that is the subject of
an adverse determination by the Qifice under this section shall be entitled to
reasonable notlce and an opportuniiy to request & hearing of record, and to
judicial reviaw as provided in this subsection afzer the Office renders a final
decision. The Qffice shall granft a reguest for 3 hearing upen a showing that due
process rights have not previcusly been afforded with respect to any finding of
Faet which is relied upon as a cause for an adverse determination under this
saction, Such hearing shail be zenducted without regard to subchapter I1 of
chapter 5 and chapter 7 of this title {2 USCS Q8 551 et seq. and 701 et seq.] by
a hearing officer who shall be degignated by the Director of the (Office and who
shall nob otherwisze have been invelved in ithe adverse determinatlion being
appeaied. A request for 2 hearing under this subsection $hall be filed within
such period and in accordeance with sueh procedures as the 0Efice shall prescribe
by regulation.

{2) Any provider adversely affected by a final decision under paragraph {1)
made after a hearing to which such provider was 2 party may sesk review of such
decision in the United States Districr Court for the District of Columbia or for
the district in which the plaintiff resides pr has his or her principal place of
business by filing & notice,2f appeal in such court within 60 days after the
date the declsicn iz issued, and by simultanectsly sending coples of such notice
ny certified mall to the Directer of the Tffice and to the Attorney Gensral. In
answer to the appeal, the Director of the CGffige shall promptiy file in such
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sourt & certified gopy of the fransoript of the record, if the Offige condusted
& hearing, and other svidensze upon which the findings and dacision complained of
are based. The court shall have powar to entar, wpon the pleadings and evidengs
of record, a juwdgment affirming, modifying, or setting aside, in whola or in
part, the decision of the Office, with or withou:r remanding the casz for iz
rehearing. The district gourt shall not set aside or remand the decision of the
OEfice unless there 18 not substanitiasl evidence on the record, taken as whole,
to support the findings by tha Office of a cause for action under this section
gr unless action taken by the Dffice constitutes an abuse of discretion.

{3} Matters that were rsised or that oould have been raised in a hearing
under paragraph {1t or an appeal under paragraph (2) may not be raised as a
defense t5 a civil actiorn by the United States to collegt & penalty or
assessment imposed under this section.

{1} A civil agtion to recover clvil monetary penaliies or asssessments under
subsection {4} shall be brought by the Attorney General in the name of the
United States, and may be brought in the Unitsed States digtrict court for the
district where the claim involved was pressnted or whers the person subiject to
the penalyy resides., Amounts recovered under this section shall be paid to the
Office for deposit into the Emploevess Health Benefits Fund. The amount of a
penalrty or aszsessment as finally detsrmined by the Office, or othar amount the
ffice may agrse Lo in compromise. may be deducted from any sum then or later
pwing by ths United States o the party againgt whom the penaliy oY assessment
has been lewvied.

{9} The Office shall prescribe regulations dnder whioeh, with respect €0 services
or supplies furnished by a debarred provider to a covered individual dering the
period of suah provider’s debarment, payment or reimburssment undey this chapler
{5 USCS #8 4301 et seqg.] may be made, notwithstanding the fasy of such
debarment, if such individual did not know or could not reasonably be expscted
to nave known of the debarment. In any such instanoe, the carrier invaelved shall
take appropriate meaguras £o ensure that the indiwvidoal is informed of the
demrment and the sinimuam period of time remaining under the terms of the
debarment.

HISTORY: {hdded How, 14, 1288, P L. 10GC-£65%4, Title I, & 10ita), 102 Biat,
3837; Oct. 1%, 1938, p.L. 105-26&, & Zi{a), 1iZ Btat. 2363.}

HISTORY; ANCILLARY LAKWS AND DIRECTIVES

Explanatory notes:
The bracksted period in subsec. (a1{l} {0 has been insgrted asg the
punciuation probably intended by Congress.

Amendmenis:

1988, Act Oct., 18, 1888, in subsee. (a), in para. (1), in subpara,. [B},
deleted "and” afier the concluding semicolon, in subpara. {C}, in the concluding
matrter, substitutsd " and” fay a concluding peried, and added new subpara. (B}
and, in para. [E1{A}, substituted "subssotion (b)Y, (o), or (di” for "subsection
(B} or {(¢j": in subsec. (b)), in the introducrtory matisr, substituted *The Office
of Personne)l Management shall bar” for "The 0ffice of Personnel Management may
bar” and substituted para. {5} for one which read:

“18} Any provider—- '

TiAY whose llcense to provide health care services or suppligs hag bheen
ravoked, suspendsd, restricted, or not renewed, by 2 State licensing authority
for reagons reliting fto the provider's prafessisnal competense, professionsal
perfcrmance, or financial inteagrity; or
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81 that sorrendered such a license while a formal disciplinary
procesding was pending before such an authoriity, if the proceeding converned the
provider's professional competence, professional performance, or finanoial
integrity.”;

redesignated subsecs, {ci-{1} as subsecs. {di-{]}), respectively, and added
new subsec. (ol in subsec. {d} &5 redesigneted, substitured para. {1} for one
which read: . ;

T #{1; in gonnection With a claim presented Gnder this chapter, that a
provider of health care services or suppliefew .

Y{A} has charged for health care sgervices or supplies that the provider
knows or ghould have known were not provided as claimed; or

"{B) has charged for health care services or supplies in an amount
substantially in excess of such provider's custormary charges for such services
or supplies, or charged for health care ssrvices or supplies which are
supstantially in excess.of the needs of the covered individual or which asre of &
quality thar fails to meer professionally recognized standards for such ssrvices
or suppllies;”:

in subseg. {£Y ag redesignated, inserted "ivhers such debarment is not

mandatory}™; in subsec. (g} as redesignated, substituted para. {1} for one which
read: {1} The debarment of a provider undsy subsecticon {bB) or {¢} shall be.
effective &t such time and upon such reasonable notice to such provider, ang to
carriers and ¢overed individuals, as may be specified in regulations prescribed
by the Cffice.”, in para. {3}, inserted “of debarment”, and added the santence
beginning "In the case of a debarment . . %, in paga. {43 {B} (i} 111, subsbtituted
"subsection (b}, {¢j, or {di" for “"subsection (b} or (¥, and deleted para. (6)
which read: "{(é) The Qffice 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 preogram untdey
this chapter, including the minimem period of vime remaining under the terms of
each provider's debarment."; in subsee. {(h} 88 redesignated, substitutsd paras.

1} and (2] for ones which read:

*{li The Office may not make 3 derterminaticon under subsection (bl ny (ot
adverse L0 & provider of health care services or zuppiles until such provider
has been glven writien notice and an copporbtunity for a hearing on the regord, A
provider is eontitied Lo he represented by sounssl, o prasent witnesses, and Lo
crogs-exanine witnesses agalingt the provider in any such hearing.

*12} Hotwithstanding seciion 8912, any person adeersely affected by a
final decision under paragraph [1) may obtain revigw of such decision in the
Ynited States Couri of Appeals for the Federal Cirguit, A written petition
reguesting that the decision be modified o3 sebt aside must be Filed within 60
days after the date on which such perszon is notified of such decision.”™:

and, in sussec. (1) &8 redesignated, substituted “subsection (d)* for
"subsection (¢}", and added the sentence beginning "The amount of a penalty . .

"

Orher provisiang:

Applicabllity; pricer conduct. ARet Nov. 14, 1588, 2.L. 100-654, Title I, & 182
i02 Star. 384i, -provides:

"{a} Applicabliity. The amendmenis mode by this title i{adding this section
and this note! shall be effective wilth respgot o any ¢alendar yvesr beglinning,
st contracts entared into or renewed for any calendar vear beginning, after the
date of the enactment of this Ackt.

"ih} Prior sconduct nel te be considersad. In tarrying out section 29922 of
tirle 5, United States Code, ag added by this titie. no debarment, civil
monetary penalty, or asssessment may be imposed under such section based on any
criminal or other condugt pgourring before the beginning of the first calendar
year which beging after the date of the enactment of this Aect.”,



*

Bffective date of Oct. 19, 1388 amendments. Act Qcb. 1%, 1988, P.I,. 1065-264,
g 2{b), 112 Stat. 2366, providey:

(11 In genersl. Except as provided in paragraph {2), the amendments made by
this section {ampending this ssction] shall take effect on the date of the
enactment of this Act,

"iZ: Exceptions.

{A} Paragraphs (21, {(3), and {35) of section 8902a{c) «f title 5, United
States Code, as amended by subsection {a) (3), shall apply only to the extent
that the misconduct which is the basis for debarment under paragraph (2), {3},
ar {2}, as applicable, oogurs after the gdate of the enactment of t£his Act,

"{B} Paragraph (1)} {B} of section 8882ai{d! of titie §, United States fode,
as amanded by subsection {at (43, shall apply only with respect te chargss which
vivlate® section BSU04{b} of such titis for ltems or serviges furnished after the
date of the gractment of this Ach.

*(C} Paragraph [3} of section B8802a(g) of title 5, United States Tode, as
amended by subsection (al{£}{B), shall apply only with respect tu debarmeniy
pased on convicbions oceurring after the date of the enactment ¢f this Act.”.



@ P h RIS Systems Modernixation
L/ l V| ¥y 2000 Office of Management and Budgei (OMB) Submission

Capital Asset Plan and Justification

Agency: Office of Personnel Management

Account title: 24X0100

Funding type: No year

Program activity: Retirement and Insurance ngmm

Project name: Retirerent Systems Modemization {Modernization)
New project:_ Ongoing project: X

Approved by Executive Review Committce? Y::s,& No

Is this project information technology? Yes X No

Financial Management System? Yes X No -

Percentage of project that is financial management: About 66% (Member administration, |

Annuity Roll, Trust Fund Mamgemcm. and Claim to Payment pwccsscs)
Approved by investment review board? Yes X No

Partl: SUMMARY OF SPENDING FOR PROJECT STAGES

8 Gnmillions)
YRR 1YY Fypo FYot Fya FYal F¥bs ¥yYos Fyoe TUTAL

oo gsicet Balpnce, 81 1 92 | 25 | 00 | 00 | 00 | 00 | 00 | 00
New Appropriations 35 1 00 | 40 1 210 1 566 | 415 | 13 | 65 | 64 | 1412
{ibiigations :

Plaming® | 24 | 67 | 65 | 132 | 80 | 46 | 45 | 41 | 41 | 541

Acquistion | 00 | 0.0 | 00 | 74 | 475 | 34.1 1 00 | 00 | 00 | 8.3
" Mizintenance Increses | 0.0 | 0.0 | 00 | 01 | 14 | 28 | 28 | 25 | 24 | 120
Fotal Obligations 54 1 67 | 65 | 21.0 | 560 | 415 1 73 | 66 | 65 | 1554
Maintenance withoul REM | - | 12.5 1 12.5 | 13.1 | 141 | 150 | 161 | 17.2 | 182 | 118.8
Msintenance with RSM TS T128 1 132 | 185 1 199 | 185 | 19.7 | 206 | 1308

Sinciudes Celogory A and IVEV (Indepundent Verification and Validation) costs.
HNota: Table includes only rosources for the REM offart. 31331 tillion was obligatad in FY 97 for FAPS closeont.
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RIS Systems Moderization
FY 00 Capital Aszet Plan

Part lI: JUSTIFICATION 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 continue 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 information from the technology contractor that began to work with us this
spring, the compietion of the “to-be” model this summer, and the updating of the business
case for the project that resulted. This plan also includes information and justification for
the implementation planning and full acquisition of the first module beginning in FY
2001, and estimates 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 Modemization 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 the 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, such 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 refinement 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 to Strategic Goals and Performance Gap
RIS strategic goals are closely aligned with OPM’s overall stra.tcgi'c goals, and include:

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

0 Ensure that the eamed employee benefit programs (EEBP) are models of excellence
and integrity as reflected in assessments of program and financial administration.

a Enable the Federal agencies to provide world-class EEBP services by dchvcrmg to
them quality products tools, and support.

a Meet or exceed customer expectations with cost-effective benefit products and
services.
N
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o Create a sound, diverse, and cooperative work force and invest in RIS employees,
business partners, and technology.

To fully achieve these goals, RIS has launched the Modernization effort in response to
cight strategic imperatives:

a Prompt, accurate, and consistent customer service to all stakeholders
@ Accurate and consistent benefits counseling for eligible participants
@ Accurate and timely payment to benefit recipients

0 Accurate and timely deductions for retirement from covered employees and their
respeactive agencies

o Flexibility to adapt to changes in the law, business processes and procedures, and
echnology

@ . Timely, accurate, and consistent financial reporting
& Appropriate internal controls -
& Timely, aceurate, 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 continue to grow, For over a decade, we
have applied incremental improvements that have enabled us to maintain and improve
our customer satisfaction. However, we have maximized the performance that our
current processes are capable of and the return on our iimprovement cfforts has been
steadily diminishing. Four important factors threaten our continued ability to provide
quality retirernent services and meet customer expectations.

Most important is the four-fold growth expected in the Federal Employees Retirement
Sysiem (FERS) cascload over the nexi ten years. At cusrent processing rates and given
the present technology infrastructure, an additional 250 staff members, costing as much
8s $15-20 million more per year, would be required 1o maintain the current level of
service quality, OPM, like other government agencies, however, will be unable 1o hire
encugh additional employees to meet its increased workload demands due to budgetary
constraints, The potential impact on customer service, worker morale, and the efficiency
and financial accuracy of the retirement program will be detrimental if alternative
measures are not iaken.

Second is the high 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 $80 million in overpayments and $60
million in underpayments. In addition, OPM estimates that there are roughly 10,000
coverage determination errors throughout Federal agencies. Estimates on the potential
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cost to agencies to correct these errors range from $2 million to hundreds of millions. Tt 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 numerocus, scattered databases, often
containing duplicate information and redundant cede. 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 maintenance personnel retire.
Operating costs have grown 0 be as much as two to five times of the original systems
cost to develop. The infrastructure must be updated 1o enable the retirement program 1o
adapt quickly, casily, and cost-effectively to the changing needs of the program.

Fourth is the Iegislative mandate calling on government agencies to reduce paperwork.
The Paperwork Reduction Act was first promulgated in I980 but amended 1n 1995 t0
require the government agencies to reduce the paperwork burden imposed on the public
by at least five percent per year. The Govermnment Paperwork Elimination Act (GPEA} of
1998 goes one step further by requiring Federal agencies to conduct business
electronically with non-Federal government entities by October 2003. Modernization of
our processes, facilitated by technology, is necessary to climinate inefficient paper-based
processing as well as duplicative coliection of data from system participants,
beneficiaries, and other partners and stakeholders,

The following chart summarizes the Modemization effort’s strategic imperatives,
business requirements of the CSRS and FERS programe, and the gap between them.

Prompt, sousmwie, sad consistent Lack of wols soessry 1o complee Amtomated benefit calculation

customer servioe o ol stakeholdery custaty iaquicios s x thmely xad .
inclading satornated data inpust

Dispersed customes service Srouphout A o service model that defines
the Retreowent Program waryy noud et points foy customer
Automated CRSIONNT service

cepabilitics incloding 1be ablfity for call
routing sod serkflow

Minkmal welf-service options Abllity for participants to perfonm
relirement actions vis Inkernet

Ability for participants o perform
rexirement ations via IVR




Accurate u.nd consistent bemefits
counseling for eligible panicipants

Lack of full life-cycle retirement
benefits counseling
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Sundardized approach to benefiis
counseling

Autornatic identification of pariicipanis
to proactively counsel
Automatic natice distributon

Automated benefit calculation for
employee modeling including '
murtomated date input are required

Creation of guidance, reference, and
knowledge support wols

Accurate and timely payment to benefic
recipients

Emocs in benelit payment armount
calculations .

Automated benefit calculation
including automated data input

Need to make interim payments

A mechanjem o exchange data is .
required Lo secure electronic data from
Federal agency personnel and payroll
aystems )

Accurate mnd timely deductions for
retirement from covered enployees and
their respective agencies

Inability to provide employee specific
deductions at the participant level

A mechanizm to exchange withholding
dais is required to secure electronic
data from Federal agency personnel and
payroll systems

Dats exchanged must include payroll
retirement deductions at a participant
level

Flexibility to adapl to changes in the
law, business processes and procedures,
and technology

Difficulty of the Retirement program
systeras and processes (o adapt to
changes in the law, business processes,
and wchnology

Informstion Technology aystems and
processes must be maintainable and
scalable to adapt to changes in the law

Appropriate internal controls

Difficulty in providing adequate sudil
controlArails for the Retirement
Program

Information Technology systems must
support audit controls and audit reils

Information Technology systems must
support multiple security levels and
fi .

Timely, accurate, consistent, and
complete duta

Data Is dispersed throughout the
Government, complled and tranaferred
in manually

A zingle data source is required o
maintaln retirement related duta
Creation or modification of retirement
duta must be provided by apgency in a
timely manner o support OPM
tunaround times

A mechanism to exchange data is
required (o secure electronic deta from
Federal agency personnc] and payroll
sysiems
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'I’izt@ee Pesky Questions

Does the investment support core/priority mission ﬁmctwm 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 policics so that agencies uphold
national values; manages govemment-wide compensation, retirement, insurance, and

“benefit systems; and maintaing automated information systems on Federal employment
opportunities and the nature and size of the current workforce, In this capacity, OPM
provides bigh-quality, cost-effective services to the public and more than two million
govemment employees in over 100 different agencies worldwide.,

A key component of OPM's government-wide responsibility is the management and
administration of the primary Federal retirernent programs. This includes, among other

_ services, collabeorating with Federal agencies in member adminisiration, collecting and
crediting contributions from employees and agencies, providing benefits counseling,
processing benefits claims and paying benefits, making required changes to benefits
payments, withholding and paying allotments for various withholdings from retirement
paymenis and managing & Trust Fund in excess of $463 billion. Providing these services
is central 1o OPM's mission and strategic goals, in particular, its goal to SERVE:
OPM's kigh guality, cost-effective human resources services mees the evolving needs of
federal agencies, employees, annuitants, and the public.

Does the investment need to be undertuken because no alternative private sector or
governmental source can better support the function?

OPM is especially well suited to administer the retiretnent programs. As the
government’s lead human resource agency, OPM can ensure consistent interpretation of
rules and regulations governing the programs and leverage its considerable experience in
dcveloping and applying standardized tools and applications scross the full range of
participating government agencies. Most important, OPM has demonstrated its capacity
to meet complex, changing legislative mqumments. while at the same time providing
quality, cost-efficient, and timely services to a total number of participants that far
exceeds that of any private organization. 'As a part of developing the Concept of
Operations and before deciding to proceed with reengineering the retirement systems,
OPM conducted a benchmarking study of private and public sector organizations that
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
decentralized and centralized components and functions, and complexity of business
rules combined with frequent legistative changes. It is unlikely at this time that any
private sector organization, balancing the need for long-term commitment to the program
against the inhereat business risks involved, would find it to be in its best interest to take
over administration of the retirement programs, considering the need to meet existing
compliance requircments, service the number of panlicipants currently in the retirement
programs, and be willing to assume the financial risk inherent in determining 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 function better.

Does the investment support work processes that have been simplified or otherwise
redesigned io reduce costs, improve effectiveness, and make maximum use of
commercigi, off-the-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 redesigned 1o reduce costs,
improve effectiveness, and make maxirours use of commercial, off-the.shelf software
(COTS). The feiiowirzg sections of the Justification describe the remaining activities of
the reenginecering process and our strategy for i&cbmi{}gy investment, beginning in FY
2001. : -

Completion of the Reezz'gin&tiag “Planning Phase™
FY 1999

By the ead of FY 1999, planning progressed to the completion of the “to-be” model of

- the procass architecture and the completion of a high-level design of the echnology
architecture. These initial models describe how the future organization will look. The .
organization component defines the skills that will be required to perform in and support
the redesigned processes. The process component depicts the work processes in the
recnginecred environment. The technology compoaent begins to document the
databases, functional architecmre, communications, and networking required to support
the redesigned 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 Modemization effort as it moves toward the uliimate vision. Work
on the Coverage Determination Application pmtotype was begun and will be complctcd
in FY 2000. '

FY 2000 and FY 2001

Additional planning activities will be undertaken in FY 2000 and conclude in FY 2001,
These activities include the development of the Core Process Blueprints, the
Organizational Blueprints, and the Technology Blueprints. Also, specified technology
prototypes will be developed in FY 2000, including a profotype implementation of the
Coverage Determination Applicaticn. Other prototypes may be undenaken, €.g., 8 data
gateway, subject to FY 2000 budget constraints. Remmining planning phase activities
will be performed in FY 2001 and include development of the Transition Plan, Training
Plan, and a re-assessment of the Business Case. The FY 1999 Capital Asset Plan
included information regarding the planning activities that will be undertaken as a part of
Retirement Systems Modermization. It also included the exit criteria that indicate a
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planning activity (which is a group of planning tasxks) is complete. Exit criteria are not
restated in this plan update.

Performance Measures

Before the process blueprints are developed, the balanced scorecard measures that were
developed in FY1998 will be analyzed and refined to ensure that the process blueprints,
and the redesigned processes, will accomplish the business goals sought by Retirement
Systems Modernization. The refined performance goals will measure the success of the
Moderization effort and will be the basis for 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 organizational and technology blueprints are developed.

Process and Technolagy Blueprints

The FY 1999 plan provided specifics about the process hlueprints and technology
architecture. Process redesign changes the steps, the inputs and outputs of a process, and
identifies the technology needed to enable the changes. The technology blueprint will
define the systems that will support the redesigned processes, including the selectionof
COTS packages. These blueprints will be developed in FY 2000 and 2001, and will form
the detailed design of the processes and the technology that will support them. Four core
processes will be completed during FY 2000—Member Administration, Benefits _
Counseling, Claim to Payment, and Annuvity Roll Maintenance. The remaining :
processes, Employee Withholding and Trust Fund Management, will be completed in FY
2001, ‘ : : ‘

Organizational Blueprint

. Process redesign is not the whole reengineering story. Most organizations use their
human resources inefficienty: their organizational armangements interfere with
productivity and effectiveness — such as the wrong goals being pursued, inappropriate
methods used, or cooperation made difficult. The structures of many federal agencies
have these shorteomings. The organizational blueprint that will be developed in FY 2001
will accomplish improved performance hy addressing, and climinating where they exist,
organizational design problems created by:

overspecialization of most jobs

over-reliance on supervisors to control behavior

overly investing in the status quo

lack of interdependence among activities

reward systems that do not encourage the desired performance
over centralization of information and authority

undervaluing of human resources

not enough attention to the world outside the organization

gRroCcoogc o
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Although OPM redesigned the agency to address some of these issues, RIS tust be
redesigned to align with the redesigned processes to achieve the needed improvements.
An organizational blueprint describes the future state of the organization from the
perspective of how people will be organized and how they will function. The future
organization is described by developing models for strategic direction and leadership,
culture and values, organization structure and staffing, relationships, performance and
rewards, and learning. The result is a comprehensive model, an “operational vision,” of
what the new organization will look Jike and how it will function described in enough
clarity (¢ evaluate the benefits, prepare plans and guide transition activities. Like the
facilitating technology, the organizational blueprint is essential to making the redesigned
processes work.

Transition Flan

Transition planning will follow the completion of the last blueprint in FY 2001,
Transition planning entails performing several activities to prepare the organization to
move from its current to its future state. Major activities include performing a gap
analysis to gauge the level of change, defining a transition approach that includes a risk
analysis, interim performance targets and a timeline, and developing a communications
plan for the overall trapsition.

Almost all pew process implementations are accompanied by confusion, frustration, and
pani¢. Our trapsition strategy must minimize these reactions and keep the initial new
process disruption 1o & manageable level, while maintaining the focus of the
reengineering team and faith of the employees.

Training Plan

To transition our workforce, we will also inventory the current skills of the workforce
and compare them against the new skilf requirements in FY 20G1. After this is complete,
we will design the training necded to transition the workforce, There will be two types of
training: one addresses the operational skills needed in the new jobs and one addresses
the new or modified systems. Operational skill training will be planned the same time as
the trapsition plan is created. System tmining will be given with each technology
increment. These will form the basis for the training plans that will address what is
needed for the employees to perform their roles in the modemized retirement system,

Business Case
In addition, we will update the business case in both FY 2000 and FY 2001 w incorporate

new information from the blueprints and to prepare for (he acquisition phase of
Retirement Systems Modermization,
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Muadernlzation Implementation Approach
Cost and Time Implications

Redesigning processes may take only a fow months, but our current processes and
systems took decades to create and cannot be redone in 8 fow months. The cost and time
to complete any reengineering implementation depends on:

number and complexity of business processes

severity nfchanges

number and size of organizations directly involved and affccted
amount and type of new technology applied

resistance of the culture 10 change

EOEDCQ

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

Number and complexity of processes: Two processes become “transparent” to
employecs administering the retirement system: Benefit Claim to Payment and Employee
Withholdings, Deposits, and Agency Contributions, Capture to Credit, This is because
the processes become almost fully antomated. While this decreases the complexity of
these processes, it greatly increases the amount of technology that supports them. 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 typzcai annuity
application tw less than a day. The average for all annuity processing reporied for OPM
in the FY 2000 Performance Plan report is currently 23 days.

Severity of changes: We arc adding several new customer service functions and radically
changing the structure of most of the processes, which requires modern technology to
implement. As reported in the FY 2000 Performance Plan report, OPM p¥ans to handle ~
about 1,072,000 annuity inquiries (a 10% increase), and annuity roll processing time is
plannod to be reduced to 4 days. We expect to drammcaliy reduce these planned
prooessing times while handling even more inquiries with greater 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.

Rumber and size of organizations directly involved and affected: Retirement

" Systems Modemization is a high impact project. In addition to the changes at OPM, over
300 payroll and 500 personnel offices, most with different automated systems and
geographically distributed intemationally, will be profoundly affected in the way they
interact with the retirement systera. Other organizations will be affccted as well, such as
Social Security Administration, Office of Workers’ Compensation Programs, and
Department of Treasury. Employiog sgencies currently interfuce with the retirement
system using time consuming paper exchange. We will replace the paper with clectronic
data exchange, Agency resource requirements will be reduced yet their ability to
provide accurate benefits counseling to employees will be dramatically increased.
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Amgunt and type of new technology applied; As stated before, two processes will be
almost entirely automated and we are adding new customer servics functions that require
modern technology to implement. 'We must enhance or replace those legacy systems
preventing us from meeting our performance goals. As part of our planning for
technology, our contract requires the wchnology contractor to conduct reviews that
address design alternatives. This approach, as well as our technology architecture, will

ensure our technical decisions are sound, are not drven by technology but by our
business needs, and are the most cost-effective, best fit to achieve our operational goals.

Resistance of the culture to change: The most difficult aspect of reengineeriog is liviog
through the change: getting people to let go of their old ways and embrace new ones. Kot
only do jobs and skill requirements change, but attitudes, beliefs, and styles must change.
The work the people perform must be measured and managed in new ways as well,
Resistance to these changes is natural and overcoming it requires many different
strategies, including incentives, information, intervention, indoctrination, and
involvemeant. Our transition strategy will minimize resistance by employing these
strategies.

Strategy

The Retirement Systems Moderization steategy is based on achieving improved
productivity and business process efficiency, eliminating or reducing document bandling,
providing program-wide applications and data to standandize operations, harnessing the
potential of the Intemet, integrating and moderizing outdated legacy systems, and
strengthening the internal work force and participating Federal agency benefit counselors.

Retirement Systems Modemization acquisition is predicated on the successful completion
of the planning activitics and is planned to begin in FY 2001, The overall strategy for the
Modemization effort calls for developing high-priority, standardized applications {¢.5.,
production versions of the coverage determination app!m:mm benefits calculator, and
data-exchange gateway) early in the scquisition process 10 improve accuracy and obtain
initial savings, The strategy also is based on a sequential approach to populating the
integrated data repository by segmenting customer groups. The combination of the
applications 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 {0 custonter service, increased employee
productivity, and proactive planning for workload management.

Bt
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Modules/Useful Segments
Modernization acquisition has been designed o consist of four integrated modules:

0 Solutions and Infrastructure Design

'@ Legacy Systems Moderization, Phases I and IT

0 Program-Wide Solutions, with a second phase, Continved Federal Agency Rollouwt
o Interactive Customer Solutions

The modules reflect an incremental, phased ap;}mack to achieving the oversll
Modernization effort vision. Although each is a useful segment, the modules are
interrelated and not matually exclusive. Each module addresses imporiant bosiness needs
and will provide considerable financial and non-financial benefits that exceed the cost of
the module’s implementation. Implementing some modules and not others, however,
wonld prevent the achievenient of overall improvements needed to kesp from being
overwhelmed by incressing work}oaés Eaciz module is critical to the success of the
Modemization effort. -

The modules concentrate on acquiring applications to meet immediate, high-priority
business needs; they populate the integrated data repository by segmenting the employees
and snnuitants into key customer groups; and they focus on delivering concrete financial
benefits as early in the implementation process as possible,

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

12
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Program-wide Solutions

Interactive Customer

[nfrastructure Design Modemization, Phase [ & and Continued Federal Solutions
it Agency Rollout
Application  Daia Exchange Gaicway | » Modemized Legacy = Validation of Ongoing * Intemet
' . Systems Annuity Eligibility C
o Integrated Data (Surveys & Matches) ¢ IVR
Repository e Case
' » ManagementWorkflow | e Knowledge Tools e Call Center
» Coverage and Eligibility Management
Determination = Performance
Application * Document Management Management Tools
o Benefits Calculator « Content Management
Tool
e Data Exchange
Gatcway, Release 2
o Coverage and Eligibility
Determination
Application, Release 2
« Benefits Caleulator,
Release 2
Customer * Employees Two Years s Annuilants & Annuitants Requiring ¢ Annuijtants Requiring
Segment from Retirement Changes/Annuitant Changes
Inquiries
& New Hires ; ¢ New Clzimants
* New Claimants
* Transfers « Current Federal
e Current Federal Employeces
¢ Scparating Employees Employees
{Defemed Vestad)
Associated & Claim to Payment + Annuity Roll o Employee Withholdings, | « Member Administration
Core Process Initiation Maintenance Deposits, and Agency
. Contributions, Capture | ® Annuity Roll
o Member Administration w Credit Maintenance

¢ Benefits Counseling

& Trust Fund Management

Solutions and Infrastructure Design

Module 1, Solutions and Infrastructure Design, meets immediate priority needs. The

Solutions and Infrastructure Design module includes:

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

o Deployment of the technical infrastructure required for the production version of the
benefits calculator, coverage and eligibility determination application, the data

gateway, and the integrated data repository
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g Design and implementation of the database (o support the integrated data repository
and the electronic transfer of agency data via a data gateway

The core of Module 1 is the acquisition of the inlegrated data repository. This repository
is central to the suceess of all other systems envisioned in the Modernization effort.
Module 1 spplications will interface with the integrated data repository. This
characteristic is a key distinction from 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 electronic data transfer to begin this popuiation.
The customer segments receiving priority attention will be (1) employees that are two
years from retirement; (2) new hires; (3) transfers; and (4) deferred vested employees.
This module will be coordinated with Human Resource Data Network initiative
sponsored by the Human Resources Technology Council to ensure that OPM maximizes
the efficiency of data collection from other Federal agencies.

The components of Module 1 lay the foundation for the entire project. They support three
core retirement system busioess processes: Member Administration, Benefits Counseling,
and Claim to Paymens Initiation. Reengineering and support of these core processes with
new applications will result in substantial improvements in process efficiency, employee
productivity, and high levels of finandial and non-financial benefits. The other Modules
complement and augment the business process reengineering and technical development
work completed in Module 1. Implementation of Module [ will begin in FY 2000 and be .
completed in FY 2002,

Legacy Systems Modernization, Phase 1 and 1

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

0 Maintainability—Are the Janguages supported and do they meet current standards?
0 Scalability—Can they support increased workloads and technologies?

0 Usability—Can they be adapted for use in an Intemet/Intranet environment and are
they easily modified to mest new legislative and production requirerments?

Performance-~Do they meet required perfonmance, response and delivery needs?

0 Cost—Is the cost of upgrading or replacing any given system worth the accrued
benefits?

Whenever replacement of a legacy system is required, Commercial Off-the-Shelf (COTS)
packages and/or existing government owned application packages will be investigated as
the first step in determining the best modemization solution. Case management/workflow
applications will be an integral part of this solution, Best-of-breed systems will be

. researched and analyzed, and recormmendations for make/buy decisions will be made in
close collaboration with appropriate stakeholders. Final 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 annnitants.

Initial planning and snalysis of the Legacy Systems Modemization module is planned to
begin in the last quarter of FY 2001, The objective will be to determine the systems that
are high priority for integration into the Modernization effort’s infrastructure during
Phase One. Lower priority systems and those not requiring integration will be addressed
in Phase Two, scheduled to begin in FY 2004 and extending until the end of FY 2006.

Program-wide Solutions and Continued Federal Agency Rollout

Module 3, Program-Wide Solutions, is a continuation of Module 1. It includes additional
releases of the coverage and eligibility determination application, the benefits calculator, .
and the data gatewsy applications to enhance the applications’ usability and extend their
coverage to include more extreme case complexities. Module 3 also includes
implementing 2 number of knowledge and performance-based management applications
to leverage the centralized database of Federal employee information. The performance-
based management applications will contribute to improved financial accuracy {e.g.,
ability to validate annuity payment levels among individuals in similar benefit categories
and reduce payment error rate, facilitate proactive planning and workload management),

Module 3 supports two Retiremnent Program core processes: Employee Withholdings,
Deposits, and Agency Comtributions, Capture to Credit and Trust Fund Management.
Continued effort will be focused on populating the data with additional customer
segments, particularly current Federal employees. Planning for Module 3 will begin late
in FY 2002 and continue to FY 2004, The second phase, Continued Federal Agency
Rotiout, will contivue until the end of FY 2006 as mone agencies develop the system
interfaces necessary for infegration into the centralized database.

Interactive Customer Solutions

Module 4, Interactive Customer Solutions, is a comparatively small initintive,
implemented in FY 2001 to FY 2002. It focuses on employing self-service, interactive
Web-based applications, and Call Center interactive voice response (IVR) systems. These
tools will affect all Retirement Program business operations but especially the Member
Administration and Annuity Roll Maintenance core processes. The tools will reduce paper
work and facilitate data entry into the integrated data repository, particularly for new
employees and annuitants requiring simple data changes. Most importantly, interactive

. customer applications will altow OPM 1o be on par with changes in technology, maintain
its high level of customer service and, at the same time, meet its constitnents’ growing
expectations for real time, ¢lectronic means of communication with service providers..

The following chart shows the applicable OPM and RIS strategic goals supported by each
module. )
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Solutions and qurasuucmm

GOAL I: LEAD benefits continue to be Design
comprehensive and Legacy System
THE PEDERAL GOVERNMENT | competitive, support total | Modemization, Phases 1 & 2
f;i?g%;ﬁ?mﬁi 4 | compensation reform, Program-wide Solutions and
HIGH QUALITY AND DIVERSE and include Gfﬁ?ﬁﬁgs Continved Rollout -
WORKFORCE EVENAS THE | SUCh a5 long term care, Interactive Customer
LABOR MARKET AND mental healthand Solutions. :
WORKPLACE UNDERGO substance abuse parity,
SIGNIFICANTAND and new life insurance
CONTINUOUS CHANGE producis,
OPM STRATEGIC PLAN | These major human Solutions and Infrastructure
GOAL III: SERVE TESOUITES PrOgrams Design
_— provide Government- Legacy Syatem
OPM’S HIGH QUALITY, COST- | (it oot offontive Mod tion, P! (&2
ﬁg;ﬂgg;gmﬁm MEET | Y ice that meets or Program-wide Solutions and
YHE EVOLVING NEEDS OF | ©0°0ds customer Continued Rollout
FEDERAL AGENCIES, expectations. Insurance Interactive Customer
EMPLOYEES, ANNUITANTS, | Denefits are quality- Solutions
AND THE PUBLIC. driven and based on
: informed choice;
retirernent bencfits are
more timely and cosi-
effective,
OPM STRATEGIC PLAN | The Trust Fund financial Solutions and Infrastructure
GOAL IV: SAFEGUARD | systems are in full Design
' compliance with the Legacy System
THE EMPLOYEE BENEFIT Fedsral Managers' Medemization, Pt 1 &2
vt | Fizancial Integrity Act Program-wide Sclutions and
NTEGRITY 18 FinANCiAL | (EMELA) by 2003. Continued Rollout
STEWARDSHIP. :

Performance Goals for Prbcessa, Organization, and Modules

As stated in the FY 1999 Capital Asset Plan, a reengineering phase performance goal for
blueprint development is 1o refine performance measurement goals and targets for the
modernized retirement systemn to an operational level. The goals and targets refined

- during blueprint development will build on the balanced scorecard framework we created
earlfer. In addition to measuring the success of the processes and organization, the
refined goals will form the basis for the next level of detail, establishing the technical
performance requirements for the four modules. (For example, if a process must be
completed in a day, the automated portions must perform their tasks in less than a day.}
To measure achievement of these operational goals, we will use many of the measures
currently used and reported in our annual performance plan. Sadawg will provide a
baseline against which to compare 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 10 determine whether we have,
reached our goals. Measuring incurs overhead, however, so the utility of each new

. measare will be validated during the blueprint for that process. We will report the final,
validated measures to you for those process blueprints that have been completed in the
FY 2001 Capital Asset Plan. The final, validated meastres for the remaining processes
will be reported in the FY 2002 Capital Asset Plan, which is due shortly after the
rernaining blueprints are completed in FY 2001.

The areas measured will address ¢ach of the OPM and RIS strategic goals, as well as the .
operating goals for the Modemization effort reported in the FY 1999 plan. In general,
four kinds of measures will be taken:

customer/agency/employee satisfaction measures
process and sub-process cycle time measures -
accuracy rate measures

COSt measures

opoQo

Because these measures will be validated before module implementation, they will be
ready to support post-implementation reviews, as well as continuing operational analysis.

B. Program Management
Is there & program manager and contracting officer écvoiacf to the project? Yes.

Will an Integrated Project Tcam be e.stabhsb@d to assist with the Management of :he
praoject? Yes.

In addition; the project organizational and management structure described in the FY
1999 Capital Asset Plan remains the same.

C. Acguisition Strategy

The acquisition strategy, reported in the FY 1999 Capital Asset Plan as Contract
Strategy, remains the same,

D. Financial basis for selecting the project

‘We tasked our contractors to update our previous business case, 1o incorporate the new
information from the *to-be” model, The Modernization project remained the most cost-
effective of the aliernatives analyzed. Unlike the other alternatives, Mocdernization will
close the gap between our business requirements and operating objectives. Factors
considered in the analysis inchided; operational effectiveness, functionality, acqmsitwu
cost, life-cycle cost, benefits, maintainability, and risk.
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The methodology used was based on benefits/costs analysis methodologies recommended
in “OMB's Capital Planging Program Guide, OMB's Guide in Evaluating IT
Investments,” “GAQ Improving Mission Performance Through Strategic Information
Management and Technology Guide,” and “GAQ Measures of Performance and
Demonstrated Results of IT Investment Guide.”

The Modernization effort is 2 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 ¢ffort to complete this year's
business case analysis, These assumptions are listed below, More specific assumptions
governing the interpretation of cost and benefits data are discussed in the business case.

0 The implementation schedule is aggressive but realistic. It reflects a current contract
completion date of May 2004, Full implementation, however, will extend through FY
2006, Project implementation cost estimates for Phase I of the Tegacy Systems
Modernization will be refined after asset planzung {requirements, design, proof of

- comept/prototype} has been completed.

o OPM currently has more than 40 legacy applications that support its data and
information needs, Cost estimates to modemnize these systems are based on induostry
experience and do not represent a detailed analysis of existing systems.

Q -Although OPM has the authority to specify the form and format of retirement records,
implementation of program-wide applications is dependent on agency cooperation -
and acceptance of select Modernization applications and their own technical a:xi
financial resourves to install appropriate system interfaces. o

0 Orgamzaaeﬁa{ development and change management efforts will support every phase
of the Modemization effort implementation.

0 The cost-benefit analysis is based on conservative estimates. Data and assumptions
underlying the cost-benefit scenarios included in the quantitative financial analysis
were verified wherever possible. The calculations do not reflect contractor rate
increases or the rate of inflation. '

- & Costs incurred for the initial business process reengineering planning phase i FY$7-
98 were reprogrammed funds from an earlier technology praject. These costs were
considered sunk costs for the purposes of this analysis {i.c., they were not a decision
variable in underteking the project or considering alwernative implementation
strategies). They have not been included in the cost-benefit analysis.

o This analysis assumes the cost of implementing “OPM Architecture Standard” system
clements in areas where the technical architecture and applicable standards are not
fully defined. This is the most conservative (i.c., expensive) approach that can be
taken.

u No reductions on the cost of technology improvement were considered in the
analysis.
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a The training cost to use Modemization by other agency staff wil] 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.

Life cycle cost estimate

Catagory A 0.6 0.8 1.0 1.0 1.0 1.0 1.0 1.0 7.4
Reanginearing/Planning”| 565 525 11.65| 6.35| 2.85| 2.85| 245/ 245 39.5
Acqulsition 0.0 0.0 7.7]  4715] 34.1 0.0 0.0 0.0 89.3
Malntanance Increase 0.0 0.0 0.1 1.4 2.8 2.8 2.5 2.4 12.0
V&Vl 045 045 055 065 0.75| 0.65| 0.65| 0.65 4.8

Total 6.7 6.5 210/ 569 415 7.3 6.6 6.5 153.0

* leningéouspﬁortoF‘{Ianmhtludedinmischm-mmmpﬁomabom

Results of Cost-Benefit Analysis

Savings accruing to the Modemnization acquisition consist of net savings, cost avoidance,
potential savings, and non-financial benefits. The most compelling argument based on
savings for Modernization acquisition is in cost avoidance. Given projected workloads,
current productivity, and customer service levels, OPM can accomplish its mission in the
future only 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-financial benefits, it is clear that the Modernization effort
provides significant benefit to the Federal government, its employees, and its retirees, and
their faniilies. ' '

Cost Avoidance 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 financial benefits for the business case analysis.

Project investment costs to fully deploy the modernized system are substantial but
amount to only 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
Modemization effort, reflecting in part the additional functionality over existing systems
that will be provided by the Modemization effort. The result is a strong financial
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justification for the Modermnization effort implementation. Total estimated savings are
over $300 million.

The following graph displays the total Modernization costs, benefiis, and net financial
benefits. It includes the following:

0 Annual Project Costs—components of this line include the annual investment costs
plus the annual operational costs for the retirement operations systern. _

¢ Annuoal Project Financial Benefits—represents total annual financial benefits:

¢ Financial Benefits less Project Costs—represents the difference between the annual
Financial Benefits and annual Operational Costs or the estimate of net annual
benefits,

ANNUAL RSM BENEFITS

100 T T
§ 50 T '__R‘-\“””’W;*?:_
gn . M" :/;T.'.‘-p ' M_‘_
@ _Q:mr..(\*_/,

(50) ~Fves s FYor vz FYes Fvos FvoS Y08 PV FYO8

—$— Anmual Project Costs
e Financial Benefits Less Project Costs
« 4= Annual Project Financial Benefils

The graph depicts the cost-benefit relationship over ten years from FY 1999 through FY
2008. After an initial investment period from FY 1999 through FY 2002, the line shows
that project Financial Beoefits Less Operational Costs cross the X-axis (0) in early FY
2003 and continues 10 grow through FY 2006. The line shows Total Project Costs
reaching 8 peak in mid FY 2002 followed by a decline in costs from FY 2003 through FY
2006, Amnual Project Financial Benefits begm to climb in late FY 2001 and continue 1o
increase through FY 2006

Tangible Returns Not Included in Cost-Benefit Analysis

Potential Savings Potential savings attributable to the increased functionality of
modernized systems were also considered. OPM annuity payment errors represent one
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area that falls info this category. No savings from any change in the error rate or the
improved financial accuracy expected to result fram the Modernization effort were
included in the cost-benefit financial analysis. -

In the course 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 first-time CSRS and FERS annuitants. These
reviews have found, on average, that 7.7% of original FERS adjudications and 7.3% of
TSRS adjudications contain errors. These errors result in overpayments estimated to be
$80 million per year, while the total amount underpaid is estimated to be $60 million —a
total of $140 million incorrectly paid. These estimates are based on data from the eight
FERS and eleven CSRS quality assurance reviews conducted over the last five years and
projections by OPM on the total number of claims filed each year.

Quality assurance analysis shows the errors are generally the result of making complex
calculations requiring manual data entry. One of the key elements of the Modermization
effort is to standardize the bepefit calenlations by using an automated benefits caleulator
that eliminates much data eairy. The benefits caleulator will reduce the error rate and the
total value of benefit payment errors. Workplace productivity will also be improved
since the majority of benefit payment calculations will be streamlined, reducing dala
entry errors and eliminating rework associated with exrors, 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 Modemization will also deliver a range of
non-financial benefits in direct response o the objectives of the Modernization effort:

G Accurate and timely paymenis to benefit recipients by clininating erross in
calculations, modernizing non-integrated legacy systerns, linking numerous scattered
databases, improving operational efficiency, enhancing maintenance and scalability,
increasing functionality and performance, god improving training of program staff,

. @ Prompt, accurate and consistent customer service by improving turnaround times on
applications, change requests and inquiries, introducing new Internet and IVR self-
service mechanisms and providing access to the integrated data repository and
electronic files for inquiry response and request processing without handoffs, follow-
up phone calls or retrieval of paper files from the Boyers facility.

0  More robust, accurate and consistent retirement counseling by implementing a
bepefits calculator that will model various retirement options for members and allow
for improved financial planning, strengthening counselor training and providing the
integrated data repository and knowledge support 100ls that will guide the Benefits
Counselor through the customer service process.

@ Accurate and timely deductions for retirement from covered employees and their

respective agencies by implementing an antomated, standardizad process for
coverage and eligibility determinations, ¢liminating or reducing coverage errors,
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automating electronic data exchanges between OPM and Federal agencies, improving
the timeliness of operations, and replacing paper reporting and reconciliations.

Technology Costs I order to modemize the retirement system, commercial off-the-
shelf {{COTS) software packages will be purchased. The most expensive annual charge
for a retirernent package from owr initial analysis was included in the business case.
Telecomumunications expenses for self-service communications, interagency
comumunijcations, and intra-sgency communications will increase substantially. -
Maintenance of the new custom Benefit Calculatér, Coverage Determination Apphcatlon,
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 this
expense to decline. Cost estimates were based on IBM experience and Washington
Technology Center and OPM fiscal year budget data. Although the cost of technology
can be expected to decline, no reductions in technology costs have been assumed.

Computer savings

Over the project’s life cycle, a net increase in computer operational costs amounts (o
approximately $12.0 million over the 8-year period from FY 1999 through FY 2006.
These figures represent the difference between recurring costs for implementing the
Modemization project and the recurring costs for the *as-is” state or not implemienting
Retirernent Systems Modemization,

If left unchanged, the current on-going development costs will double over seven years.
The contributing factor is the increased costs of highly skilled COBOL/VSAM
programmers, Colleges are not producing COBOL/VSAM programimers and most are
currentiy reaching retivement age. Furthermore, maintaining the retirement system will
fequire very experienced programmers. On average, COBOL programmers ate more
bighly paid than ¢ven their systems software programmer counterparts. The demand
could create a shortage for this skill set in the future. The bascline amount came from
RIS Systems Modesnization and Mainignance Division's FY 99 budget allocation. The
FY 99 budget is calculated from the expenditures and recurring costs from previous
years.

The difference between recurring RIS opetating costs with the Modenization effort and
the estirnate of status quo computer costs is the costs attributable to Modemization that
begins in the FY 2001. These are shown on the first page of this year’s plan.

Key Assumptions Affecting Cost and Schedule

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

2 Adherence to the Human Resources Technology Council’s (HRTC) Federal Human
Resource Data Network requirements will sot require significant rework. This =
initiative is at an earlier stage than the Modernization effort and requirements may not
be completed until much of the Moderization effort's technical design is completed.

£
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0 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 reported 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. This 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 on the following pages.

Risk Mitigation Strategies
Schedule Longewity 1. Losing commitment of OPM » Continue active involvement of RIS
leadership that is required to Senior Executives In all phases of the
malinialn momentum of profect
Modemization effort.
= Continue inclusion of RSM Executive
Steering Committae to verity,
validate, end approve major project
decisions
Technical Feasihdity 1. Dependence on agencies tomest | e Develop fiexible data repository to
tachnology requirements and eflow agencies &t different levels of
participate in program-wide data technical advancemant to have both
caphure .access and the abllity to feed the
repesitory
» Demonstrata benefits to egencles
uslny developed eystens
« Communicate OPM's measures of
SUccess as a result of keveraging
technology
2. Dependency on outside = Cortinue to communicate the
ocganizations for electronic Modemization efior to outside

information organizations to bufld buy-in
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REM
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» Devaiop phased implementation
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New applicable tochnologies
available
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» Pariodic roview of systerm choics
« Pra-plannad taehnology updatas
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the project -

» Lavarage the HFTTC' Federnt
Hurnan Hosourcas Data Network




IS Systems Modernization
FY 00 Capita] Asset Plan

PmesseOrgaruzanm Alignment 1. Organizational Resistance « Continue to engaga all stakeholders
in project analysis; establish hal,
open communicalion

« Continue to develop and execuls
change management stralegy

= Continue lo establish appropriale

expectations for changs
2. Employees' abifity and willingness | e Provide employees e period of
to usa new technologies intensive hands-on \raining with the
new fechnokogies

» Train “lschviology experts® in relevant
departments to answer questions
ang provide on-poing training to stal

» Provide onHing and offine reference
materials

E. Adherence to archltecture and lnfrastructure standards

Thc Modemization project is contractually required to comply with the OPM Information
Technology Architecture. The OPM IT standards for internal and external
communications were outlined in the FY 1999 Capital Asset Plan These have not
changed.

The Modemization effort has 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 Modemization effort will
provide for an open system that will support a 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 interoperability 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 Informanon Officer to define or
modify the OPM architecture as necessary.
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Part lll: COST, SCHEDULE, AND PERFORMANCE GOALS
A. Description of Performance-based System

The approach for the reengineering planaing phase of Modemnization is based on firm,
fixed price contracts and the cost and schedule reports required from contractors are
described in the FY 1999 plan. We will continue 10 require the key clements described -
documentation of progress via the work breakdown stracture with key elements of
budgeted cost for work scheduled, budgeted cost for work perforimed, and acmal cost of
work perforned.

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 established processes involving senior
management in ongoing reviews to monitor the progress toward achieving 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 {0 relate resource
planning to schedules and to technical, cost, and schedule requirements. A third element
will focus on execution of the performance measureraent program addressed above, ’
including collecting, automating, and processing the data on expected versus actual project
outcomes.

B. Orlginal Baseline Goals:

1. Original cost and schedule goals:
- FIBCAL YEAR QUANIERS

o 2008
Tosk Horna T2 ]I Ao (2 (i A
w8 Wirwint $3¢

Nate: Bensfit Caltdlator, Bensfits Bouket, aivd Covern ?c
Dmerminston Too! are indudsd in the total for Proof of Concept/
) Protatypes,
Note: We insdveriently reversed the costs for Beaefit Booklcis and the Coverage Dm:mumma in the FY
1994 Capital Asset Plan.
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Cost by Fiscal Yo
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Original performance goals:

‘The following tasks must be performed before business process reengineering will be
considered complete. For each task, we also established requirements in our contracts
that must be met before we accept and pay for a task. The performance goals for the
remaining planning tasks, as outlined in the statements of work, mclude the following:

To-Be Model

The to-be model will be complete when:

o

Work with OPM has taken place to assess skills, tools, and experience available for
the Modernization effort; to select a representative team to conduct the reenginecring

. of the core processes; to define and document the relationship between the

reengineering team and top level decision makers (authorities and rzsponszbﬁmcs in
determining new process designs); and to identify process owners,

Training that addresses the principles and techniques of reenginesring processes and
of change management has been prepared and delivered to the team.

Alternative designs for processes are formulated and considered.

~The impact of potential bartiers to anpiemnﬁng the alternative processes is assesscd

and documented.

Candidate process designs are selected for dctmled process design.

The risk mitigation strategy is refined, expanded, and updated.

Information technology capabilities that will help achieve process rcezgmmg goals
and are consistent with the agency information technology architecture have been
identified and documented,

Technical to-be model requirements are réviewed, approved, baselined and
documented in the requirements traceability matrix.

A technical to-be model design review Is beld 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 specification,

~ completion and scoring of review checklists, presentation of the design test plan, and

preparation of review findings and reports.

The to-be technical model bas met approved requirements and the design is accepted.
The information technology model is consistent with the agency information
technology architecture.

The to-be model conforms to the Concept of Operation.

The technical model components are labeled, baselined, and changes are controlled

according to the approved configuration mansgement plan.
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Processes are prioritized for reenginecring using formal selection criteria such as
processes with the highest impact on customers; 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 to change processes.
The intermediate steps that will be taken to get to full implementation (e.g., prototypes,
selected changes) are determined and documented. Some of this work has-already been

done in selecting the prototypes.

Blueprints

The process blueprints will be complete when:

=
o

Measurable goals for the reengineered processes are established.

There is a relationship of goals to mission, customer and stakebolder expectations; and
the benefits, costs, and risks of implementing approved reenginecred processes and this
relationship is documented.

Detailed information technology aapabdmcs that will help achieve process reengineering
goals and are consistent with the agency information technology architecture are
identified and documented.

We have created and documented the new workflow and interfaces: the new information
flow; impact on the agency's information and system architectures; changes to

~ arganizational structure; impact on management systems; changes to job descriptions

and skill requirements; changes to compensation and reward systerns; changes to policy,
regulations, or law; constraints and assumptions that affect the cost and beunefits of the
solutions; quantitstive and qualitative benefits of the new process; performance
indicators for the meenginesred process; how information technology could be used to
suppont the reengineered process; and how the reengineered process meets performance
and legal requirements.
Technical islaepnm model requirements have been reviewed, approved, baselined and
documented in the requirements n'amablhty matrix.
A technical blueprint model design review is held that consists of pmscazatmn and
overview of functional specifications, discussion of the design aliernatives, review and’
approval of the basic altemative 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.
The technical modsl meets approved requirements,
The technical model components are labeled and changes controlled according to the
approved configuration management plas,
Reenginesred processes satisfy the legal requirements documented in the Concept of
QOperation.
Information on options for implementation that need 10 be considered ars identified and
documented.
Concems about reenginesring have been heard and are addressed and the reengineering
commitment communicated to stakeholders,
Identification, planning, and sction have been undertaken o deal with entrenched
interests and reengineering barriers; and to realign organizational values, incentives, and
reward systems to focus on desined outcomes,
The risk mitigation strategy is refined, expanded, and updated.

. B ‘ 28 ) L
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Business Case

The business case will be complete when:

a
a

Q

The business case is refined, expanded, and updated to reflect the new process designs.

The capital investment review process has been used to review the completed business

case and decide on whether reengineered processes should be funded and implemented.

A performance-based and risk-adjusted cost- beneﬁt analysis of each altcmatlvc process
is done.. :

Proof of ConcepVPforotypes

The proof of concept/prototypes will be complete u..'hcn:

Q

Process designs have been tested against their success criteria through simulations or
limited pilots and modified or corrected until they meet the established performance
requirements.

Prototype requirements are rewewed. approvcd, baselined and documented in the
requirements traceability matrix.

Prototype design review is held that consists of presentation and overview of functional
specifications, discussion of the design alteratives, review and approval of the basic
alternative selected, presentation of the preliminary design specification, completion
and scoring of review checklists, presentation of the design test plan, and prepa.muon
of review findings and reports.

Prototype testing is performed at every development stage (technical reviews are the
only testing technique available early in the development process, such as the -
requirements stage).

Prototypes meet approved requirements.

Prototype development is documented (e.g., data flow dJagrams entity mlauansl:up
models)

User manuals are created for prototypes.

Operation/systems manuals are created for prototypes.

Prototypes are labeled and changes controlled according to the approved configuration
management plan.

Transition/Implementation Plan

The transition/implementation plan will be complete when:

Q

ODOODOO

o

A plan to implement the 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. .

Training and workforce redeployment issues are managed.

The barriers and risks to implementing the reengineered processes have beea identified,
categorized, and mnked based on their potential impact.

The risk mitigation strategy is refined, updated, and expanded. .
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Training Plan
The training plan will be complete when:

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

C. Current Baseline
1. Current cost and schedule goals:
Same ds original baseline. |
2. Current ;acrfnmme goals:
Same as original t;aseiim.

'D. Variance from current baseline
I. Variance in cost:

The bascline 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 “to-be” model in -
FY 1999 ($2.8 million), but there was a variance in cost for the early win prototypes
{planned $1.1 million, actusl $.8 million). The cost variance from this 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 a cost overrun but instead a delay in spending as we reevaluated
how and whether we would proceed with this prototype. There was no cost variance in
the remaining two prototypes, the Benefits Calenlator and the Beoefits Booklet. A

~ revised estimate of cost and schedule in Section E. of this plan includes the revisions for
the Coverage Determiination 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 early win prototypes. There was & ~-8% variance io the schedule for the
Coverage Determination Application prototype during FY 1999, again resulting from
delay caused by the change in our assumption of leveraging the existing U.S. Postal
Service tool, A revised estimate of cost and schedule in Section E. of this 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 Jor Prototypes

Cost, benefit and performance measures were developed for the three prototypés below in
the spring of 1999 as a part of the business case to justify their development,

FERS/CSRS Calculator Prototype

The programming and tnitial 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 of employees to use the caleulator to perform
limited operational testing began, At this stage in prototyping, the calculator will
calculate over 80% of FERS and Central Intelligence Agency mtircment ¢laims,
Algorithins in the caleulator can be translated to other technology, thus we will be able 0
leverage the investrent in later stages, as we acquire the technology to support the
Modemization effort. It is (00 early to report results, but the testing of the prototype
indicates that the 25% reduction in processing time for FERS cases identified as a
measure in the FY 1999 plan will be achievable,

Benefits Booklet Protorype

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

Standardized Coverage Determination Application Prototype

The offer to share the government software planned to leverage to create the coverage
prototype was withdrawn due to a fast minute ownership dispute between the agency and
the developer. Agencies are still eager to have the calculator, and afier carsful
reevaluation, we have determined that the prototyping will move forward with changed
assumptions, The plan for this development will now include evaluation and analyses of
the options available, including an analysis of benefit snd cost. Because an expanded
version of this application, the Coverage Determination and Eligibility Application is part
of Module 1, it is important to develop this prototype so that it can be built upon during
Module |,

E. Latest revised estimate;

The goals outlined in the FY 1999 plan iacluded goals for reengineering planning
sctivities through FY 2001, These ¢stimates have been updated to reflect the results of
an updated business case based on the development of the “to-be™ model and input from
the technology contractor who was not yet on board to contribute to the original plan. It
also includes changes in our prototype plans as indicated above. We expect information
from the blueprinting process that will occur next FYmayﬁmhcrmﬁncthcmumaﬁcs for
FY 2X12 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 | that 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 10 be spent each year on planning and acquisition.

18.2 14.6
{ln Millions

2. Schedule goals:

Schedule changes were made as 2 result of our validation with the technology contractor
and new information from the updated business'case. They do not lengthen the overali
schednle for Modemnization but represent an adjustment and reprioritization of segments
within the overal schedule. » ‘

Reengincering Planning Segments Busipess process reengineering planning will be
complete at the end of FY 2001. ' This will include the process blueprints, techaology
blueprint, organizational blueprint, transition plan, training plan, and update of the |

. business case. We plan to develop additional prototypes during this period.

FY 2)0'00 Sepments:

@ Membership Adminisiration Process Blueprint

o Claim to Payment Initiation and Anauity Roll Maintenance Process
Blueprint

o Benefits Counseling Process Blueprint

& Information Technology Requirements Extracted from Above Process

" Blueprints. '

o Inoformation Technology Architecture Based on Above Blueprints

a Coverage Determination Application Prototype

0 Updated Business Case

FY 2001 Segmenis-

o Employee Withholdings, Etc. and Trust Fund Management Process
Blueprint .

Organizational Blueprints for All Core Pmcesses

Informational Technology Requirements Extracted from Above
Process Blueprint
Information Technology Architecture Based on All Blueprints
Transition Plan

Training Plan

Updated Business Case

0o

(=l SR By ]

Planning/Acquisition 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 Modernization, Phase 1 &
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I, Program-wide Solutions and Continued Federal Agency Rollout and Interactive
Customer Solutions. The following activities will be accomplished in FY 2001.

FY 2001
&1 Selection and acquisition of database management system
o Data Modeling and database design activities
0 Proof of Concept—-limited initial population of integrated data
repository
* 0 . Planning and acquisition of production quality releases of coverage
- determination and benefits caleulator tools

FY 2002-2006
1 Continued expansion of Moéuic i
o Planning and acquisition for remaining modules

2. Performance gozls
ﬁ’asmcss Case (goals are modified from FY 1999)

The business case is azz ongomg azﬁvzty

. ”i"fw business case is refined, expanded, and updated to reflect major project
-milestones: completion of ‘to-be’ model, completion of blueprints, completion
of useful segmeants, and on 2 periodic basis during maintenance. .
The busivess case has been updated to reflect the ‘to-be’ model and in
support of cur budget request for FY 2001 in this Capital Asset Plan.
¢ The capilal investment review process is used to review the updated business
case to decide whether reengineered processes (blueprints) sud useful
segments should be funded and implemented, and to perform ongoing
assessment of antomated systems during maintenance.
» A performance-based and risk-adjusted benefit-cost analysis of altermnative
processes considered during biueprints is included in the business case.

. Transition Planning {goals are modified from FY 1999; name change)
The transition planning for each module will be complete when:

@ Planning for all activities needed to implement & module, ensure acceptance of the
changes by affected individuals, and launch the transition has been performed.

g Responsibility for implementing the changes has been sssigned.

- Identification of risks and barriers and ways 1o overcome them has been performed.

13 The barriers and risks to implementing the reengineered processes have been
identified, categorized, and ranked based on their potential irmpact. .

o Therisk mitigatim strategy is refined, updated, and expanded.

1 Data conversion, training, initial deployment (pilot), initial rollout, revised transition
schedule, and resource estimates are planned in detail.

o &Wmmmsmmmmplaedmgaugcmcorgmmms
Wmnwofplannedchmgm

&
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Planning that defines the process and technology training activities of the program
that are required for the particular modules being implemented has been performed.
Customer and performance target confirmation, an important step in managing the
expectations of internal and extemal stakeholders, is performed.

An initial deployment assessment to evaluate the progress of the transition focusing
on performance to determine if changes are needed prior to full rollout to the
organization is performed. >

Planning and deploying the “people” components of the new organization that are
combined and aligned with the process and technology components, including
performance and rewards, strategic direction and leadership, culture and values,
relationships and learning that are not addressed by ather components of the transition
is performed.

Planning for communications about the transition to all of those affected by it,
including the future vision, transition preparation details, progress of the development
and transition teams and performance improvements the orgamzatmn is experiencing
during and upon full deployment is performed

The planning is documented.

Plans are updated and adjusted for feedback from the organization and other
information.

The implementation for each module will be complctc when the documented plans
are executed.

For each implementation module, procedures detailing required tasks an overview of
process objectives and outcomes, and a description of relevant in-force policies are
produced.

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

Modules (new performance goals) .

The following performance goals are for the work performed by the technology
contractor and are from the statement of work. The technical component of all modules
will be complete when:

o

o

Technical requirements for the module have been developed, allocated to software,
hardware, firmware, or other technical item.

The technical requirements are controlled, documented, and conform to contractual
standards.

The requirements are maintained in a requirements traceability matrix that meets
contractual standards.

The technical requirements have been reviewed, approved by affected groups, and
baselined.

A preliminary design review has been held that shows the design meets all the
allocated mquu'cmcnts and that the design is good.

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

The approved design and test plan are baselined.

Test plans have been created relative to the stage of development (i.c., 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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- @ Testing has been performed at every development stage (this includes reviews during
requirernents and design stage, which are the only testing available early in
development).
@ Testing confirms the system is ready for operational use.
u Testing of changes or enhancements to any existing sofiware has been performed
following the same cycle as for new software.
The OPM established migration procedures and year 2000 compliance testing has
been performed and passed for any enhancements or new wz?;miogy
Development documentation is completed.
End-user documentation is completed.
QOperations documentation is completed.
Traiutng for system maintainers has been provided.
Training for end-users has been provided.
’I‘rmmng for system operators has been provided,

o

‘aeaac&a

E. Comtive acm

As staied in ibemomm nsks piannmg costs were estimated in the FY 1999 plan,
before the technology contract was awarded. Based on input from the technology
contractor and an updated business case based on the completed “to-be” model, the cost,
schedule and performance goals in the FY 1999 plan bave been updated. The goals differ
from the 1999 plan insofar as they now cover FY 2001 aod the out years and include
some readjustment of priorities within the schedule.

The FY 1999 plan showed continued work with additional phases of the prototypes
through spring of FY 2000. This plan has been revised. Work will continue on the
Coverage Determination Application as-described in previous sections of this plan, based
on changes in the original assumptions. The Benefits Booklet and the Benefits Calculator
will be enhanced under Modemnization as a part of Module 1 of the Acquisition Phase,
These decisions will have no effect on cost, schedule or perfarmance goals of the
Modemization effort.

Summary

Retirement Systems Modernization is a strategic initiative to rethink, reevaluate, and
reenginesr the various processes that support and provide services to Civil Service
Retirement System and Federal Employees Retirement System participants and to acquire
the necessary echnology o support the reenginecred processes. The purpose of the
“planning phase” of the project is to streamline the processes and organization, and to
identify the technology that will be procured during the acquisition phase to support the
new program. During the “planning phase,” proof of concepts and prototypes will be
faunched that will provide immediate benefits to the program and will also move us
toward our vision of the future retirement program.

This plan also includes the initial evaluation of the technology that will be scquired to
support the redesigned process and organization. It is based on the results of the “to-be™
muodel, Cost and schedule estimates for the out years FY 2002 and beyond will be
revised, if necessary, hased on additional details resulting from the cam;xie:imx of the

reenginesring plannlng phase, i



