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Why GAO Did This Study

In December 2017, the MGT Act was
enacted, which established the TMF.
OMB, the Technology Modernization
Board, and GSA oversee the TMF. The
board is responsible for approval of
agency project proposals focused on
replacing aging IT systems. Agencies
receive incremental award funding and
are required to repay the funds
transferred and an administrative fee
within five years. Agencies may use the
project’s generated cost savings to
repay the award. GSA can use TMF
appropriations to cover its operating
expenses, and is required to collect
administrative fees from awarded
projects to offset these expenses.
GSA’s fee rate was established with the
intent to fully recover its costs. As of
August 2019, Congress had
appropriated $125 million to the TMF.

The act included a provision for GAO to
report biannually on the TMF. For its
first TMF report, among other things,
GAO analyzed the TMF’s operating
costs and assessed the reliability of
selected projects’ cost savings
estimates. To do so, GAO reviewed
OMB and GSA’s administrative fund
processes, and GSA financial data on
TMF operating costs. GAO also
analyzed TMF project proposal and
supporting cost estimate documentation
from selected agencies.

What GAO Recommends

GAO is making five recommendations—
two to OMB and three to GSA, including
developing a plan to fully recover
operating costs and clarifying that
agencies should follow required cost
guidance. OMB raised a number of
concerns that GAO addresses in the
report. GSA agreed with one
recommendation and partially agreed
with the other two. GAO continues to
believe all of its recommendations are
appropriate.

TECHNOLOGY MODERNIZATION FUND

OMB and GSA Need to Improve Fee Collection and
Clarify Cost Estimating Guidance for Awarded
Projects

What GAO Found

As of August 2019, the Technology Modernization Board had made seven
Technology Modernization Fund (TMF) awards to five agencies, totaling about
$89 million, and had transferred $37.65 million of this funding to the projects (see
table). In addition, pursuant to the Modernizing Government Technology (MGT)
Act, the General Services Administration (GSA) had obligated about $1.2 million
to cover TMF operating expenses, but had recovered only about 3 percent of
those expenses through fee payments. The seven projects are expected to make
$1.2 million in scheduled fee payments by the end of fiscal year 2025; as of
August, three projects have made fee payments totaling $33,165. Based on the
current schedule, GSA will not fully recover these expenses until fiscal year 2025
at the earliest.

Technology Modernization Fund Project Funding and Scheduled Administrative Fee
Collection, as of August 31, 2019 (in millions of dollars)

Total Scheduled fee Fee payment
funds Total funds payment based on collected as of
Project awarded transferred funds transferred August 2019
Department of Agriculture
Farmers.Gov Portal 10.00 4.00 A2 .003
Department of Agriculture
Infrastructure Optimization 5.00 .50 .015 .00
Department of Energy Enterprise
Cloud Email 15.22 2.23 .07 .00017
Department of Housing and Urban
Development Unisys Migration 20.00 10.00 .30 .03
Department of Labor Visa
Application Transformation 3.50 .20 .08 .00
General Services Administration
Application Modernization 14.99 3.73 A1 .00
General Services Administration
NewPay 20.65 16.99 .51 .00
Total 89.36 37.65 1.2 .033

Source: GAO analysis of agency TMF project documentation as of August 31, 2019. | GAO-20-3

GSA had collected fewer fees than planned to offset costs due to several factors.
For example, the seven projects paid fees based on the amounts transferred,
rather the total funds awarded, thereby reducing fee collections in the initial
years. Two projects also proposed scope changes that are expected to reduce
funding required and, thus, reduce total fees. Such factors raise doubts on
whether GSA will be able to fully recover future operating expenses. Although
GSA acknowledged this issue, the agency has not yet developed a plan outlining
the actions needed to fully recover its TMF operating costs in a timely manner.

The Office of Management and Budget’'s (OMB) funding guidelines require
projects to include a reliable estimate of any project-related savings. However,
the seven projects’ reported savings estimates derived from cost estimates are
not reliable. None of the projects incorporated all of the best practices for a
reliable cost estimate, as defined in GAO and OMB guidance. Without clarifying
the requirement that agencies follow Circular A-11’s cost estimating process (that
references GAQO’s cost estimating guidance discussed in this report), agencies
are at risk of continuing to provide unreliable cost information in their proposals.
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1 U.S. GOVERNMENT ACCOUNTABILITY OFFICE

441 G St. N.W.
Washington, DC 20548

December 12, 2019
Congressional Committees

Investments in federal information technology (IT) have the potential to
make agencies more efficient in fulfilling their missions by reducing costs
and improving operational efficiencies. However, over the past 2
decades, the federal government’s increasing demand for IT has led to a
dramatic rise in operational costs to develop, implement, and maintain its
existing legacy systems. Each year, the federal government invests over
$90 billion in IT, with about 75 percent reportedly spent on operating and
maintaining existing systems.

As we have previously testified, IT projects often fail—that is, even after
exceeding their budgets by millions of dollars and delaying the schedules
by years—the results do not meet requirements.’ Consequently, we
added improving the management of IT acquisitions and operations to our
High Risk List for the federal government in February 2015.2 In March
2019, we reported that, while progress had been made in addressing this
high-risk area, significant work remained to be completed.3

Recognizing the challenges in modernizing government IT systems,
Congress enacted a law in December 2017 that authorized the availability
of new funding mechanisms to improve, retire, or replace existing
systems. The law, known as the Modernizing Government Technology
(MGT) Act,* established a new funding mechanism called the Technology

1GAO, Information Technology: Implementation of GAO Recommendations Would
Strengthen Federal Agencies' Acquisitions, Operations, and Cybersecurity Efforts, GAO-
19-641T (Washington, D.C.: June 26, 2019); Information Technology: Further
Implementation of Recommendations is Needed to Better Manage Acquisitions and
Operations, GAO-18-460T (Washington, D.C.: Mar. 14, 2018).

2GAO, High-Risk Series: An Update, GAO-15-290 (Washington, D.C.: Feb. 11, 2015).

3GAO, High-Risk Series: Substantial Efforts Needed to Achieve Greater Progress on
High-Risk Areas, GAO-19-157SP (Washington, D.C.: Mar. 6, 2019).

4Modernizing Government Technology provisions of the National Defense Authorization
Act for Fiscal Year 2018, Pub. L. No. 115-91, title X, div. A, subtitle G (2017).
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Letter

Modernization Fund (TMF) within the Department of the Treasury.®> The
fund is intended to improve the efficiency and effectiveness of
government systems.

The Technology Modernization Fund is administered by the Office of
Management and Budget (OMB) and a program management office
within the General Services Administration (GSA), in consultation with the
Chief Information Officers Council. The law also established a
Technology Modernization Board,® which is chaired by the Federal Chief
Information Officer (ClO),” and is made up of seven federal government
IT executives.8 The board evaluates the proposals submitted by agencies
seeking funding to replace legacy systems or acquire new systems. The
GSA program management office began administering fund operations in
March 2018 and the board made its first awards to projects in June 2018.

The MGT Act included a provision for us to report biannually on the
TMF’s status and on projects that have been awarded these funds.® Our
objectives were to: (1) determine the costs of establishing and overseeing
the TMF, as compared to the savings realized by projects that have

5The act required the Department of the Treasury to establish a fund to be administered in
accordance with OMB guidance. The department processes all fund transfers and
disbursements at the request of the GSA program management office. This includes fund
transfers to agencies awarded funding and fund disbursements for operating expenses to
the GSA program management office.

6According to the MGT Act, the board shall be comprised of seven voting members,
including the Federal CIO; a senior official from GSA with technical expertise in
information technology development; an employee of the National Protection and
Programs Directorate (now the Cybersecurity and Infrastructure Security Agency) of the
Department of Homeland Security; and four employees of the federal government
primarily having technical expertise in information technology development, financial
management, cybersecurity and privacy, and acquisition.

"The Federal CIO is formally known as the Administrator of the Office of Electronic
Government. The Office of the Federal CIO is part of OMB within the Executive Office of
the President.

8As of December 2019, the Technology Modernization Board is comprised of the Federal
CIO, Director of GSA’s Technology Transformation Services, Acting Director of the
Department of Homeland Security’s Federal Network Resilience, Acting Administrator of
OMB’s U.S. Digital Service, Small Business Administration CIO, Social Security
Administration CIO, and Department of Veterans Affairs Chief Technology Officer.

9The act also included a provision for GAO to review IT procurement, development, and
modernization programs within the federal government. In coordination with our
congressional committees, it was agreed that this portion of the work would be addressed
in the next mandated report.
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received awards; (2) assess the extent to which cost savings estimates
for awarded projects are reliable; and (3) determine the extent to which
agencies have used full and open competition for any acquisitions related
to the awarded projects.

The scope of our review included OMB and the GSA program office—the
two organizations responsible for TMF administration—as well as the five
agencies that had received the seven awards from the fund as of August
2019—the Department of Agriculture (Agriculture), Department of Energy
(Energy), Department of Housing and Urban Development (HUD),
Department of Labor (Labor), and GSA.1°

For our first objective, we obtained and analyzed financial data from the
GSA program office related to actual and planned operating costs for
establishing and overseeing the TMF for fiscal years 2018 through 2025
(fiscal year 2018 was the first year that the fund was in operation). We
also held initial discussions with staff from OMB’s Office of E-Government
and Information Technology and with officials from the Department of the
Treasury and GSA, regarding each agency’s role in administering the
fund’s operations and the costs associated with those activities. In doing
so, we confirmed that GSA is the only federal agency obligating funds
from the TMF to cover operating costs.

To ensure the accuracy and completeness of GSA’s financial data on the
operating costs for TMF administration, we obtained information from
officials within GSA’s Office of the Deputy Administrator on the controls in
place for ensuring the reliability of the financial data. We also reviewed
GAO, GSA Office of Inspector General, and GSA reports that discussed
the results of prior reviews of internal controls for GSA financial systems.
In addition, we reviewed GSA-provided data for obvious errors and
inconsistencies and did not identify any significant errors related to the
accuracy or completeness of the data. Based on these steps, we
determined that these data were sufficiently reliable for us to be able to
report accurately on GSA’s operating costs for TMF administration.

We also obtained and analyzed agency documentation from, and
interviewed officials within, GSA’s TMF Program Management Office
regarding the fund’s actual and planned operating expenses as of August

10In October 2019, the Technology Modernization Board announced that it had awarded
$4 million in TMF funding to the U.S. Equal Employment Opportunity Commission and $8
million to Agriculture.
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31, 2019. We assessed the collection of administrative fees used to
ensure the solvency of the fund during the period from June 2018 (when
projects first began to receive awards) through August 31, 2019. In
addition, we interviewed staff in OMB’s Office of E-Government and
Information Technology regarding OMB guidance and its administrative
responsibilities for the fund.

Further, we obtained and analyzed project proposal documentation and
signed interagency agreements and interviewed officials in charge of the
TMF-funded projects within the Office of the CIO and other appropriate
offices at each of the five agencies to determine the scheduled repayment
transfers, administrative fee payments, and whether awarded projects
had realized cost savings for fiscal year 2019. (Fiscal year 2019 was the
first fiscal year that awarded projects could have realized cost savings as
a result of receiving TMF funding.) In doing so, we confirmed that none of
the seven projects had begun to realize cost savings; therefore, it was
premature to compare projects’ realized savings to TMF administrative
costs.

For the second objective, we analyzed TMF project proposals, including
cost estimates and supporting documentation, from the five agencies that
received the seven awards. In addition, we interviewed the agencies’
project officials responsible for developing the overall TMF cost savings
estimate and associated cost estimates regarding their estimation
processes. We compared each TMF-funded project team’s estimating
methodologies and documentation to the best practices of a reliable cost
estimate discussed in GAQ’s Cost Estimating and Assessment Guide.!!
Our analysis enabled us to determine whether each project’s cost
estimate, used to determine the project’s cost savings estimate, was
comprehensive, well documented, accurate, and credible.

We presented the results of our initial analysis of each project cost
estimate to its respective agency in July 2019. We asked each agency to
verify the information presented in the analysis and provide any updates
or additional documentation as appropriate. Each of the agencies
provided updated information, which we incorporated into this analysis, as
appropriate.

MGAO, GAO Cost Estimating and Assessment Guide: Best Practices for Developing and
Managing Capital Program Costs, GAO-09-3SP (Washington, D.C.: Mar. 2, 2009).
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In addition, we interviewed staff in OMB’s Office of E-Government and
Information Technology, as well as officials from the TMF Program
Management Office, about the process for the review and approval of
TMF-funded project cost savings estimates and cost estimate
documentation.

Because the Technology Modernization Board required agency project
teams to use a template to submit the project cost savings estimates and
because we learned from project officials at each of the five agencies that
they did not rely on data from agency financial systems when completing
the template, we took additional steps to assess the reliability of the data
in the completed templates. First, we interviewed officials in the TMF
Program Management Office responsible for developing the template in
order to understand the purpose of each template data field and what
information was required to be completed. We took this step because
there were no written instructions for the template regarding the data
elements or the fields required to be completed.

We also interviewed officials in the Office of the CIO and other
appropriate offices at each agency, who were in charge of completing the
TMF cost estimate template. We discussed with these officials how the
template was filled out and what sources of data were used. We also
reviewed agency responses and other supporting documentation to
determine how the estimated costs and savings were derived and
whether there were any qualifications of the provided data. Further, we
reviewed the completed templates to identify missing data, or other
errors, and consulted with our cost estimation specialists about these
issues, as appropriate.

Based on our assessment of each project’s cost estimate (used to derive
the cost savings estimate) and the other measures we took to assess the
reliability of the data included in the completed templates, we determined
that the cost savings data for all seven TMF projects were not sufficiently
reliable; thus, we did not include the estimated savings amounts in our
report. In addition, we discuss the data’s shortcomings in our report.

To accomplish the third objective, we obtained and analyzed contract
documentation for each of the seven awarded projects. We also
interviewed officials in charge of the TMF-funded projects within the
Office of the CIO and other appropriate offices at each of the five
agencies about acquisitions related to the awarded projects. Using the
agency-provided contract information, we obtained and analyzed data
from the Federal Procurement Data System-Next Generation (FPDS-
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NG)—the government’s procurement database—for the period of June
through August 2019. We assessed whether each awarded acquisition
used full and open competition in accordance with the Competition in
Contracting Act of 198412 and the federal acquisition regulation.3

To ensure the accuracy and completeness of the awarded projects’
contract information related to the use of full and open competition, we
searched FPDS-NG data to confirm that all contracts and task orders
related to the projects had been provided. We then presented the results
of our analysis to officials in charge of project acquisitions at each agency
and asked these officials to verify the completeness and accuracy of the
FPDS-NG data and provide any updates, as appropriate.

Officials in charge of all of the awarded projects confirmed the contract
information related to the use of full and open competition and provided
additional contract acquisition data, as appropriate. Based on these
steps, we determined that these data were sufficiently reliable to report on
the TMF-funded project acquisitions’ use of full and open competition.
Further details on our objectives, scope, and methodology are included in
appendix I.

We conducted this performance audit from March 2019 to December
2019 in accordance with generally accepted government auditing
standards. Those standards require that we plan and perform the audit to
obtain sufficient, appropriate evidence to provide a reasonable basis for
our findings and conclusions based on our audit objectives. We believe
that the evidence obtained provides a reasonable basis for our findings
and conclusions based on our audit objectives.

Background

Federal agency IT systems provide essential services that are critical to
the health, economy, and defense of the nation. However, federal

12The Competition in Contracting Act of 1984 requires agencies to obtain full and open
competition through the use of competitive procedures in their procurement activities
unless otherwise authorized in law. See Pub. L. No. 98-369, § 2701, codified at 41 U.S.C.
§ 3301 and 10 U.S.C. §2304.

13The federal acquisition regulation requires that contracting officers promote and provide
for full and open competition in soliciting offers and awarding government contracts. See
FAR § 2.101; FAR subpart 6.1.
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agencies increasingly rely on aging legacy systems that can be costly to
maintain. As we previously reported in May 2016, our review of federal
legacy systems found that 26 federal agencies reported spending almost
$61 billion on operations and maintenance costs in fiscal year 2015.%4 In
addition, many of the government’s IT investments used hardware parts
that were unsupported and outdated software languages, such as the
common business oriented language (COBOL).'5 In some cases, this lack
of vendor support created security vulnerabilities and additional costs
because these known vulnerabilities were either technically difficult or
prohibitively expensive to address.

Congress enacted the MGT Act in December 2017 and established the
TMF to help agencies improve, retire, or replace existing systems.6
Congress appropriates money to the TMF, which is used to fund projects
approved by the board. As of August 2019, Congress had appropriated
$125 million to the TMF—$100 million was appropriated in fiscal year
2018 and $25 million in fiscal year 2019.

Overview of the Technology Modernization Fund

The MGT Act assigns specific responsibilities to OMB, GSA, and the
Technology Modernization Board for the fund’s administration and also
assigns responsibilities to federal agencies that received awarded funds.
Among other things,

« OMB. The act requires the Director of OMB to issue guidance on the
administration of the fund and report the status of the awarded
projects on a public website.'” The information reported is to include a
description of the project, project status (including any schedule delay
and cost overruns), financial expenditure data related to the project,
and the extent to which the project is using commercial products and
services.

14GAOQ, Information Technology: Federal Agencies Need to Address Aging Legacy
Systems, GAO-16-468 (Washington, D.C.: May 25, 2016).

15The common business oriented language, which was introduced in 1959, became the
first widely used, high-level programming language for business applications.

8Modernizing Government Technology provisions of the National Defense Authorization
Act for Fiscal Year 2018, Pub. L. No. 115-91, title X, div. A, subtitle G (2017).

170OMB provides information on the status of awarded projects on the Technology
Modernization Fund’s website at https://tmf.cio.gov/.
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« GSA. The act designates the Administrator of General Services with
responsibility for administering the fund. This includes, among other
things: (1) providing direct technical support in the form of personnel
services and other services; (2) assisting the Technology
Modernization Board with the evaluation, prioritization, and
development of agency modernization proposals; and (3) performing
regular project oversight and monitoring of approved agency
modernization projects.

In March 2018, GSA established a TMF Program Management Office
within the agency to manage these functions. An executive director
leads the office and reports to the Office of the Deputy Administrator
within GSA. The act requires the Administrator of General Services, in
consultation with the Director of OMB, to establish administrative fees
at levels sufficient to ensure the solvency of the fund in order to help
offset GSA’s operating expenses for these functions. Agencies pay
fees if they receive funding for a project.

« Technology Modernization Board. The board has responsibility for
providing input to the Director of OMB for the development of
processes for agencies to submit proposals, making
recommendations to the Administrator of GSA to help agencies refine
their submitted proposals, and reviewing and prioritizing submitted
proposals.'® The board also is responsible for recommending the
funding of modernization projects to the Administrator of GSA, and for
monitoring the progress and performance of approved projects. In
addition, the board is tasked with monitoring the operating costs of the
fund.

As part of its oversight of awarded projects, the board requires each
project to present a quarterly update and report on the status of
milestones achieved in order to ensure the project is on schedule.

« Other federal agencies. The act stated that any agency that submits
an IT-related project proposal and receives TMF funding must repay
the transferred amount as well as pay an administrative fee. After the
board approves a project proposal, the respective agency is required

18The MGT Act required the Technology Modernization Board to establish criteria for
evaluating submitted proposals to address the greatest security, privacy, and operational
risks; have the greatest governmentwide impact; and have a high probability of success
based on factors including a strong business case, technical design, consideration of
commercial off-the-shelf products and services, procurement strategy (including adequate
use of rapid, agile iterative software development practices), and program management.
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to sign an interagency agreement with the TMF Program
Management Office that specifies the terms of the TMF funding
repayment, the administrative fee, and the repayment schedule before
initial funds are disbursed and the project begins.

Figure 1 provides an overview of key TMF activities that OMB, GSA, and
the Technology Modernization Board have undertaken to meet the
responsibilities outlined in the MGT Act. These include the establishment
of TMF administrative processes and the Technology Modernization
Board’s project award announcements, among other activities. These
activities are also discussed in greater detail following the figure.
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________________________________________________________________________________________________________________________|
Figure 1: Technology Modernization Fund Timeline of Key Activities (December 2017 through July 2019)

June 7, 2018: The board announced award

® December 12, 2017: Congress enacted funding to first three projects.
the Modernizing Government Technology June 29, 2018: GSA finalized the rate model for
(MGT) Act and established the Technology administrative fees that will be assessed to
Modernization Fund (TMF). projects from July 2018 through September 2019.

February 11, 2019: The board ®
announced award funding to
one project.

® March 5, 2018: General Services Administration
(GSA) established the TMF Program Management
Office to manage the administrative functions of the
fund. February 15, 2019: Congress ®
appropriated $25 million to the

March 12, 2018: Technology Modernization Board
¢ i —— TMF for fiscal year 2019.

(the board) is established and approves guidance on
funding guidelines for projects.

@® March 23, 2018: Congress appropriated $100
million to the TMF for fiscal year 2018.

2017 2018 2019

October 29, 2018: The
board announced award
funding to three projects.

April 2018: Initial project proposals for
three projects are approved by the board
and agencies are instructed to complete
full project proposal documentation.

July 22, 2019: Three agencies made @
fund repayments and administrative fee
@ February 27, 2018: Office of Management and payments for their projects.
Budget (OMB) issued memorandum M-18-12 on
the implementation of the MGT Act.

@® February 27, 2018: Agencies could begin
submitting initial project proposals for TMF funding.

Source: GAO analysis of MGT Act, GSA appropriations, and TMF documentation. | GAO-20-3

OMB lIssued Guidance on Applying for TMF Awards

In February 2018, OMB issued guidance on the implementation of the
MGT Act that included instructions for agencies on submitting
applications for TMF funding.'® Agencies were allowed to begin

190MB, Implementation of the Modernizing Government Technology Act, M-18-12
(Washington, D.C.: Feb. 27, 2018).
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submitting initial application proposals on February 27, 2018. The
guidance included an initial application template that agencies were
required to complete. As part of the template, agencies were required to
provide an estimate of the TMF funding request and the agency’s method
used for cost estimation.

Subsequently, in March 2018, OMB issued funding guidelines for projects
receiving awards. The guidelines stated that project proposals must
include a reliable estimate of any project-related cost savings or
avoidance relative to pre-modernization activities using the templates
provided.20 In addition, the guidelines stated that estimates must undergo
appropriate due diligence and concurrence from the requesting agency’s
Office of the Chief Financial Officer prior to submission to the board, in
consultation with OMB’s Resource Management Office and GSA’s TMF
Program Management Office. Further, the guidelines stated that the
agency’s estimation process would be subject to GAO review, pursuant to
the act.

For agencies receiving a TMF award, the guidelines stated that agencies
were required to repay all transferred funds as well as an administrative
fee, which was determined based on the amount of awarded funding. As
part of the process, agencies were required to establish a written
agreement with GSA that set forth the terms for repaying the transferred
funds and the administrative fee. Agencies were required to start making
payments one year after the initial amount of award funding was
transferred and complete all payments within five years, unless otherwise
approved by OMB. While the guidelines noted that reimbursement was
not contingent upon the achievement of project-related savings, agencies
could use the project’s generated cost savings to repay the award.

Agencies Follow a Two-Phase Proposal Process When Applying
For a TMF Award

The TMF application process occurs in two phases, each of which
requires agencies to submit specific documents.

Phase 1

200MB, Funding Guidelines for Agencies Receiving Disbursements from the Technology
Modernization Fund (Washington, D.C.: Mar. 12, 2018).
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During Phase 1, agencies are required to submit an initial project
proposal providing preliminary information about the project, its purpose,
and its anticipated benefits. Within this documentation, agencies must
confirm that funding for this project has never explicitly been denied or
restricted by Congress or OMB, in accordance with the MGT Act.

Also during this phase, the Technology Modernization Board evaluates
proposals and makes recommendations for project funding based on how
well the project documentation demonstrates a strong execution strategy,
technical approach, and includes a strong team with a demonstrated
history of successful modernization efforts.

The board encourages agencies to consider the adoption of commercial
technology solutions in their proposals and present a strong technical
approach and acquisition strategy to implement those solutions. In
addition, agencies are encouraged to provide information on the potential
impact of the modernization effort on the agency’s mission, feasibility,
opportunity enablement (e.g. cost savings), and common solutions. If the
board approves the Phase 1 initial project proposal, the project team will
move on to Phase 2.

Phase 2

In Phase 2, the agency must submit a financial plan showing a cost
estimate and estimated savings from the implementation of the proposed
project. Agencies must provide a more comprehensive project description
than that provided in Phase 1, including discrete milestones, funding
schedule, project plan, and financial plan. These documents must be
approved by the agencies’ chief financial officer and CIO. Phase 2
proposals must also address any other areas identified by the board in
the initial project review. Further, the agency proposal team must also
prepare an in-person presentation for the board.

OMB’s Resource Management Office reviews the proposal
documentation to ensure that the proposed project aligns with the
requesting agency’s mission. The office’s review is intended to ensure
that the proposal does not duplicate funding provided through existing
appropriations, or previously has been expressly denied funding or
restricted by Congress. The review includes an assessment of the
proposed project’s information on the reimbursement of the awarded
funds, the project’s planned schedule, and out-year budget impacts. OMB
also reported that the agency sends information on the proposed projects
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to Congressional appropriation committees for their review prior to the
Technology Modernization Board’s approval of a project.

Agencies with projects that the board recommends for TMF funding are
required to sign an interagency agreement outlining the repayment terms.
In addition, projects receive incremental funding contingent on the
successful execution of milestones outlined in the written agreement for
the transfer of funds. Figure 2 describes the steps in both phases of the
TMF proposal process.
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Figure 2: Technology Modernization Fund (TMF) Process for Awarding Funds to Proposed Projects

Phase 1
alf [ [
Initial project Agency completes the (Optional) Agency provides Agency submits the initial The board reviews the
proposal initial project proposal initial proposal to TMF project proposal template to the project proposal and makes
template. Program Management Office of Management and a determination whether to
Office for feedback. Budget for consideration by the accept the initial proposal.
Technology Modernization
Board (the board).
1 2 3 4 5
Phase 2

i

Full Project Agency completes (Optional) Agency provides Agency submits the full
Proposal full project proposal, full proposal to TMF project proposal to Office
which is signed by Program Management of Management and
the agencies' chief Office for feedback. Budget for consideration
financial officer and by the board.
chief information
6 officer. 7 8 9

Source: GAO analysis of TMF documentation. | GAO-20-3

Seven Projects Had Been Awarded Funding as of August 2019

As of August 2019, the Technology Modernization Board had awarded
$89.36 million to seven projects. Table 1 lists the projects that have
received funding (in alphabetical order by agency), descriptions of the
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projects, and when the TMF funding awards were announced. For more
details on each of the awarded projects, see appendix Il

_______________________________________________________________________________________________________________________|
Table 1: Agency Projects That Had Received Awards from the Technology Modernization Fund (TMF) as of August 2019

Date of Award
Agency Project Description Announcement
Department of Farmers.Gov Portal project was awarded $10 million to update and modernize June 7, 2018

Agriculture conservation financial assistance and payment operations at the Farm Services
Agency and Natural Resources Conservation Service in order to improve the services
through the portal by December 2020.

Infrastructure Optimization project was awarded $5 million and was originally October 29, 2018
intended to migrate 10 applications to a shared services cloud platform by the end of

2019. The scope of the project was updated in June 2019. The project now intends to

migrate one application to the cloud but has not yet determined when the project will

be completed. The agency plans to request a total of $500,000 for the project from the

Technology Modernization Board ($4.5 million less than the original $5 million

awarded).

Department of Energy ~ Enterprise Cloud Email project was awarded $15.22 million and was originally June 7, 2018
intended to migrate approximately 47,000 mailboxes to cloud services by 2021. The
scope of the project was updated in February 2019. The project now intends to migrate
approximately 23,000 mailboxes to cloud services by July 2020. The agency plans to
request a total of $7.41 million for the project from the Technology Modernization
Board ($7.80 million less than the original $15.22 million awarded).

Department of Housing  Unisys Migration project was awarded $20 million and is intended to migrate five of ~ June 7, 2018
and Urban Development the agency’s most critical business systems from an on-premise mainframe database
to cloud computing services by March 2021.

Department of Labor Visa Application Transformation project was awarded $3.5 million and is intended to October 29, 2018
transition the agency’s paper-based certification process for certain types of visas to a
digital E-Certification process by May 2020.

General Services Application Modernization project was awarded $15 million and is intended to October 29, 2018
Administration modernize and transform 11 legacy applications currently using proprietary vendor
technology by converting them to use open source technologies by September 2021.

NewPay project was awarded $20.65 million and is intended to modernize the February 11, 2019
agency’s payroll system and replace it with a cloud-based software as a service

solution. This is expected to lay the foundation for modernizing federal legacy payroll

systems to a cloud-based solution for the federal government by September 2024.

Source: GAO analysis of agency TMF project documentation as of August 31, 2019. | GAO-20-3

OMB and GAO Have Issued Federal Cost Estimating
Guidance

OMB Circular A-11 directs agencies to follow the guidelines outlined in its
appendix on cost estimating for all IT investments and acquisitions within
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the federal government.2! Since OMB first introduced its cost estimate
appendix in 2006, as noted in the circular, the cost estimating appendix
has been based on the GAO Cost Estimating and Assessment Guide.??
The appendix outlines a number of major steps in the cost estimating
process and references the practices in GAO'’s cost guide. Specifically,
these steps include preparing a high-level work breakdown structure,
defining ground rules and assumptions, developing the data by collecting
information on the cost drivers, developing the estimate using various risk
factors, performing a sensitivity analysis, documenting the estimate, and
updating it on a regular basis.

According to the GAO guidance, a cost estimate is considered reliable if it
meets four characteristics and the specific set of best practices
associated with each characteristic. Those characteristics are:

« Comprehensive: An estimate should include all life cycle costs (from
the program’s inception and design through operations and
maintenance), reflect the current schedule, and have enough detail to
ensure that cost elements are not omitted or double counted.
Specifically, the cost estimate should be based on a product-oriented
work breakdown structure that allows a program to track cost and
schedule by defined deliverables, such as hardware or software
components. In addition, all cost-influencing ground rules and
assumptions should be detailed in the estimate’s documentation.

« Well-documented: An estimate should be thoroughly documented,
describe how it was developed; and include source data, clearly
detailed calculations and results, and explanations of why particular
estimating methods and references were chosen. Data should be
traced to their source documents.

e Accurate: An estimate should be based on historical data or actual
experiences on other comparable programs and an assessment of
most likely costs, and be adjusted properly for inflation. In addition,
the estimate should be updated regularly to reflect significant changes
in the program—such as when schedules or other assumptions
change—and actual costs, so that it should always reflect the current
status.

210MB, Preparation, Submission, and Execution of the Budget, Circular A-11
(Washington, D.C.: June 2018).

22GA0O-09-3SP.
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« Credible: An estimate should discuss any limitations of the analysis
because of uncertainty surrounding data or assumptions. In addition,
the estimate should incorporate the results of a sensitivity analysis
(that examine the effects of changing assumptions on the estimate),
and risk and uncertainty analysis (that identifies all of the potential
project risks and assesses how these might affect the cost estimate).
The estimate’s results should be cross-checked, and an independent
cost estimate should be conducted to see whether other estimation
methods produce similar results.

If any of the characteristics is not met, minimally met, or partially met,
then the cost estimate does not fully reflect the characteristics of a high-
quality estimate and cannot be considered reliable.

Federal Law Generally Requires Agencies to Use
Competitive Procedures When Awarding Contracts

Federal agencies are generally required to use full and open competition
to award contracts for the procurement of goods and services (including
commercial IT products), with certain exceptions. The Competition in
Contracting Act of 1984 requires agencies to obtain full and open
competition through the use of competitive procedures in their
procurement activities unless otherwise authorized by law.23 Using
competitive procedures to award contracts means that all prospective
contractors that meet certain criteria are permitted to submit proposals.

While the Competition in Contracting Act generally requires federal
agencies to award contracts using full and open competition, agencies
are allowed to award contracts noncompetitively under certain
circumstances. Generally, these awards must be supported by written
justifications that address the specific exception to full and open
competition that is being used in the procurement. An example of an
allowable exception to full and open competition includes circumstances
when the contractor is the only source and no other supplies or services
will satisfy agency requirements. Federal agencies have the option to use
a variety of contract types when purchasing IT products and services,

23Competition in Contracting Act of 1984, § 2701, Pub. L. No. 98-369, § 2701, codified at
41 U.S.C. § 3301 and 10 U.S.C. § 2304.
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including government-wide acquisition contracts,?* IT Schedule 70
contracts,?® and blanket purchase agreements.26 These contracts and
agreements allow agencies to establish a group of prequalified
contractors to compete for future orders under streamlined ordering
procedures once agencies determine their specific needs. Agencies can
then issue orders on these contracts and agreements, obligating funds
and authorizing work to be performed.

Agencies are required to publicly report their contract transactions in the
FPDS-NG database.?” This contract transaction data includes information
on the type of award made, the amount of the award, and whether
competitive procedures were used. Specifically, agencies are required to
identify the extent to which the contract was competed and what
solicitation procedures were used. In addition, if an agency awards task
orders on an existing contract, then the agency is required to identify
whether competitive procedures were used. Further, if the contract did not
use competitive procedures, then the agency is required to report the
reason that the contract was not competed.

247 governmentwide acquisition contract is a pre-competed, multiple-award contract that
provides agencies the opportunity to purchase an indefinite quantity of supplies and
services during a fixed period within the stated limits of the contract.

25An IT Schedule 70, also known as a GSA Schedule or Federal Supply Schedule, is a
long-term governmentwide contract with commercial companies that provides federal
agencies access to millions of commercial IT products and services at fair and reasonable
prices to the government.

26A blanket purchase agreement is a simplified method of filling anticipated repetitive
needs for supplies or services by establishing “charge accounts” with qualified sources of
supply. The agreement is not a contract, and, therefore, the government is not obligated to
purchase a minimum quantity or dollar amount, and the contractor is not obligated to
perform until it accepts an order under a blanket purchase agreement.

2TFPDS-NG is a comprehensive, web-based tool for agencies to report contract
transactions. In addition, it is a searchable database of contract information that provides
a capability to examine data across government agencies and provides managers a
mechanism for determining where contract dollars are being spent.
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About $1.2 Million Has Been Obligated to
Cover TMF Operating Expenses and Agencies
Expect to Realize Savings in Fiscal Year 2020
or Later

As of August 31, 2019, GSA’s TMF Program Management Office had
obligated about $1.2 million in operating costs for activities related to the
establishment and oversight of the fund. While the office intended to
assess administrative fees to fully recover its operating expenses, the
actual amounts collected as of August 2019 had been less than planned.
This was due to factors such as the office’s formulation of fee rates based
on appropriations levels that were higher than what was ultimately
received, along with changes to several projects’ scope and milestones.
Further, cost savings have yet to be realized. Officials from the seven
TMF-funded projects reported that they expect to begin realizing cost
savings from their projects starting in fiscal year 2020 or later.

TMF Operating Expenses Are to be Offset by
Administrative Fee Collection, but Collected Fees Have
Been Less Than Planned

According to the MGT Act, the TMF Program Management Office may
obligate funds to cover its operating expenses out of the appropriations
received for the fund (totaling $125 million as of August 2019) in order to
provide support to the Technology Modernization Board in meeting its
responsibilities. To help offset TMF operating expenses, the act required
that the GSA administrator, in consultation with the OMB director, to
establish administrative fees at levels sufficient to ensure the solvency of
the fund (so that obligations or transfers of funds to awarded projects
never exceed the amount available in the fund for these obligations or
award transfers).

Subsequent OMB guidance, issued in March 2018, required TMF-

awarded projects to pay an administrative fee on awarded funds,
beginning the first year after the initial incremental amount of award

Page 19 GAO-20-3 Technology Modernization Fund



Letter

funding was transferred to the agency.?® The TMF Program Management
Office issued further guidance in June 2018 that established
administrative fee rates based on a percentage of the amount transferred
to an agency project and the payment period. During the time of our
review, the office’s current administrative rate was for the period from July
2018 through September 2019.

The fee rates were set in June 2018 with the intent to operate the fund as
a full cost recovery model, meaning that the Program Management Office
planned to fully recover all operating expenses through administrative fee
collection by fiscal year 2029 if the office’s assumptions regarding
appropriation levels and project selections were met. The office’s reported
intention is to help preserve the capital of the fund, which would maximize
the amount of appropriations available for award.

Table 2 outlines the rates for TMF administrative fees based on the
number of years to repay the awarded funds and the percentage of the
transferred amount, for the period of July 2018 through September 2019.

|
Table 2: Technology Modernization Fund Administrative Fee Rate for July 2018
through September 2019

Repayment period Rate as a percentage of transferred amount
3 years 25
5 years 3.0
Over 5 years Determined based on approval by the Office of

Management and Budget and the Technology
Modernization Board

Source: GAO analysis of TMF Program Management Office documentation. | GAO-20-3

The TMF Program Management Office sets new rates annually after
review from the Technology Modernization Board and approval by GSA’s
Deputy Administrator; these rates go into effect in October of each year.

As of August 31, 2019, the TMF Program Management Office had
obligated about $1.2 million to cover its operating expenses and had
begun to collect administrative fees from agency projects, consistent with

28According to OMB'’s guidelines, projects receive incremental funding contingent on the
successful execution of milestones outlined in the written agreement for the transfer of
funds. See OMB, Funding Guidelines for Agencies Receiving Disbursements from the
Technology Modernization Fund.
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the MGT Act.2® Specifically, from March 2018 (when the office began
operations) through August 31, 2019, the office obligated approximately
$409,000 in fiscal year 2018 and $797,000 for the first 11 months of fiscal
year 2019. During the same period, the office collected $33,165 in
administrative fees as of August 31, 2019.30 Based on this amount, the
fund was able to only offset approximately 3 percent of its obligated
operating costs as of August 31, 2019.

The TMF Program Management Office’s administrative fee collection has
been limited due to a number of factors that have affected the amounts
scheduled to be collected: (1) no fees were collected in the first year of
operation; (2) projects chose longer periods to make payments; (3)
projects make payments based on funds transferred; (4) fee rates were
determined based on assumptions regarding appropriations that were not
met; and (5) project changes may affect fee collection.

No fees were collected during the first year of operation. OMB’s
funding guidelines allowed agencies to start paying administrative fees
one year after a project received an award. Since the Technology
Modernization Board began awarding funding in June 2018 (within fiscal
year 2018), no projects were required to start paying administrative fees
until fiscal year 2019, which deferred the start of the TMF Program
Management Office’s fee collection by one year.

Projects chose longer periods to make payments. When the TMF
Program Management Office set administrative fee rates, agencies
receiving awards were allowed to determine what rate they would pay
according to how many years they planned to make payments. The office
reported that a lower administrative fee rate was offered to projects that
chose to repay awarded funds over a shorter period (3 years) rather than
5 years. All seven projects that have been awarded funding as of August
31, 2019, chose the longer repayment period of 5 years with a 3 percent
rate.

The Executive Director of the TMF Program Management Office reported
that the office offered a lower administrative rate with the intent of making

29As previously discussed, the TMF Program Management Office is the only federal entity
obligating funds from the TMF to cover operating expenses.

30Three projects had paid administrative fees to the TMF as of August 31, 2019—
Agriculture’s Farmers.Gov Portal, Energy’s Enterprise Cloud Email, and HUD’s Unisys
Migration.
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repaid funds available more quickly to be awarded to new projects. In
doing so, the Technology Modernization Board expected to be able to
make additional awards, which would increase the collection of
administrative fees. Further, according to the Executive Director, the
office did not expect that the agencies’ selection of a 5-year repayment
term instead of a 3-year term to significantly affect the performance of the
fund. However, as the Executive Director noted, these longer repayment
terms do affect the collection of administrative fee payments because a
longer repayment term means that these funds are not as readily
available to award to new projects and generate new fees.

Projects make payments based on funds transferred. Agencies
receiving awards were only required to make administrative fee payments
based on the amount of the award funding that was transferred, rather
than based on the full awarded amount. As such, this reduced the amount
of fees that the TMF Program Management Office could collect in the
initial years that agencies made fee payments.

As of August 31, 2019, the Technology Modernization Board had
authorized the transfer of $37.65 million (of the $89.36 million awarded) to
the seven projects. Based on the amounts transferred, the office is
scheduled to collect $1.2 million in administrative fees through 2025 from
the seven projects. Table 3 shows the current scheduled administrative
fee payments that will be collected from the seven projects based on the
amount of awarded funding that the projects had received as of August
31, 2019.

|
Table 3: Technology Modernization Fund Project Scheduled Administrative Fee Collection, as of August 31, 2019 (in millions
of dollars)

Total Scheduled fee
Total funds administrative fee  Total funds payment based on
Agency Project awarded payment transferred funds transferred
Department of Farmers.Gov Portal 10.00 .30 4.00 A2
Agriculture Infrastructure Optimization 5.00 15 .50 .015
Department of Energy Enterprise Cloud Email 15.22 46 2.23 .07
Department of Housing Unisys Migration
and Urban Development 20.00 .60 10.00 .30
Department of Labor Visa Application Transformation 3.50 A1 .20 .08
General Services Application Modernization 15.00 .45 3.73 1
Administration NewPay 2065 62 16.99 51
Total 89.36 2.68 37.65 1.2

Source: GAO analysis of agency TMF project documentation as of August 31, 2019. | GAO-20-3
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Note: Numbers are rounded to the nearest hundredth. Numbers may not add up because of rounding.

Going forward, as the seven projects receive all of the remaining awarded
funds, the projects are planning to pay a total of $2.68 million in
administrative fees through 2025. However, the Technology
Modernization Board had not made awards to any additional projects as
of August 2019, and, as a result, the office will not likely be able to collect
any additional fees from new projects until at least fiscal year 2021. Any
newly awarded projects would be eligible to delay paying administrative
fees until 1 year after the initial award date in accordance with the funding
guidelines.

Fee rates were determined based on assumptions regarding
appropriations that were not met. The TMF Program Management
Office set its current administrative fee rates in June 2018 based on the
assumption that the fund would receive higher levels of appropriations
than what was ultimately received. In doing so, the office projected that it
would transfer more funds to projects, which would result in larger
administrative rates over the initial years of the fund. Specifically, GSA
requested $438 million in its fiscal year 2018 and 2019 budget requests
for the TMF, but actually received $125 million in appropriations.

Table 4 lists the amounts that GSA requested in its budget requests and
the amounts appropriated for fiscal years 2018 through 2020.

|
Table 4: General Services Administration Budget Request and Actual
Appropriations for the Technology Modernization Fund for Fiscal Years 2018-2020
(in millions of dollars)

Fiscal Year Budget Request Appropriations Received
2018 228 100
2019 210 25
2020 150 Appropriations have

not yet been enacted.

Source: GAO analysis of General Services Administration Congressional Budget Justification documentation and appropriations. |
GAO-20-3

In making its June 2018 assumptions about the appropriations, the office
projected that it would distribute larger amounts of funds in the first 2
years of operation and collect more administrative fees through fiscal year
2025. However, the office’s projected collection of administrative fees is
less than what was scheduled as of the end of August 2019. In particular,
while the office exceeded its projections for distributing funds in fiscal
year 2018 ($1.93 million more than projected), the office had not yet met
its projection of distributing $75 million in fiscal year 2019—specifically, as

Page 23 GAO-20-3 Technology Modernization Fund



Letter

of August 31, 2019, the office had distributed only $25.71 million to
awarded projects. Consequently, these lower levels of distributed funds
decreased the amount of administrative fees scheduled to be collected.

Table 5 shows the TMF Program Management Office’s projections for
fund distribution for fiscal years 2018 through 2019 and its projected fee
collection, compared to the current scheduled distributions and
administrative fee collection for fiscal years 2018 through 2025, as of
August 31, 2019.

|
Table 5: Analysis of Technology Modernization Fund (TMF) Program Management
Office Administrative Fee Collection Based on Transferred Funds, for Fiscal Years
2018 through 2025 (in millions of dollars), as of August 31, 2019

Distributed funds Fee collection Transferred funds Fee collection

Fiscal year (projected) (projected) (actual) (scheduled)
2018 10.00 0.00 11.93 0.00
2019 75.00 0.10 25.71 0.03
2020 0.60 0.13
2021 0.61 0.17
2022 0.57 0.34
2023 0.26 0.33
2024 0.23 0.22
2025 0.00 0.01
Total 85.00 2.37 37.65 1.23

Source: GAO analysis of TMF Program Management Office June 2018 fee projections and agency TMF project documentation as of
August 31, 2019. | GAO-20-3

Note: Numbers are rounded to the nearest hundredth. Numbers may not add up because of rounding.

Going forward, the office had projected that it would distribute $75 million
in fiscal year 2020. However, based on our analysis, only approximately
$35.6 million was available in the fund as of August 31, 2019, to award to
new projects.

The Executive Director of the TMF Program Management Office stated
that the office had to make assumptions about the TMF appropriation
levels in order to develop the rate model. In doing so, all of the underlying
assumptions and parameters related to determining the administrative fee
rates and ensuring the fund operated at full cost recovery were reviewed
by GSA’s Office of the Chief Financial Officer and Office of General
Counsel, OMB, and the Technology Modernization Board before the GSA
Deputy Administrator approved the fee rates in June 2018. In addition,
the Executive Director noted that, at the time the rate model was
developed, the office did not yet have information on the fiscal year 2019
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appropriations and made the assumption that the fund would receive the
same level of appropriations as in fiscal year 2018 ($100 million).

However, based on the wide gap between the budget requests and what
funds were ultimately appropriated in fiscal years 2018 and 2019, these
assumptions regarding fund appropriation levels did not materialize and
impacted the amount of fees that could be collected from awarded
projects in fiscal year 2019.

Four projects’ changes will affect fee collection. As of August 31,
2019, officials responsible for the management of four of the seven TMF-
funded projects reported that they were planning to make significant
changes to their projects’ approved scope or scheduled milestones.
Officials from two projects reported that they had received approval for
these scope changes from the Technology Modernization Board (in June
2019 and August 2019, respectively) and are currently waiting on
approval for the repayment schedule changes as of August 31, 2019.
Officials from the other two projects reported in August 2019 that they
planned to present their changes to the board for approval. Based on our
analysis, these changes are expected to affect the four projects’
administrative fee repayment schedules and reduce two projects’
administrative fee collection by $369,117.

Table 6 lists the changes to the four TMF-funded projects as of August
31, 2019, as reported by the agencies; the status of the Technology
Modernization Board’s approval of the changes; and the potential impacts
these changes are expected to have on administrative fee collection. In
addition, more details on the changes reported by the four projects are
included in appendix .

Table 6: Analysis of Technology Modernization Fund (TMF) Projects’ Reported Scope and Schedule Changes, the Related
Impact on the Program Management Office’s Administrative Fee Collection, and the Status of these Changes, as of August 31,

2019
Potential impact on Status of Technology
Project Change to approved project administrative fee collection Modernization Board approval
Department of Agriculture’s  Project plans to delay requesting Would delay additional fee Scope changes approved in June
Farmers.Gov Portal Project  final $6 million in funds by one collection until fiscal year 2021 2019. Waiting approval for
year (from fiscal year 2019 to repayment schedule changes.

fiscal year 2020)

Department of Agriculture’s
Infrastructure Optimization
Project

Project plans to request a total of Would decrease administrative Waiting approval
$500,000 for the project ($4.5 fees collected by $135,000

million less than the original $5

million awarded)
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Potential impact on Status of Technology

Project Change to approved project administrative fee collection Modernization Board approval
Department of Energy’s Project plans to request a total of Would decrease administrative Waiting approval
Enterprise Cloud Email $7.41 million for the project ($7.8 fees collected by $234,117
Project million less than the original
$15.22 million awarded)
Department of Housing and  Project plans to delay requesting Would delay additional fee Scope changes approved in August
Urban Development’s $5 million in funds by one year collection until fiscal year 2022 2019. Waiting approval for
Unisys Migration Project (from fiscal year 2019 to fiscal repayment schedule changes.
year 2020)

Source: GAO analysis of agency TMF project documentation as of August 31, 2019. | GAO-20-3

The Executive Director of the TMF Program Management Office stated
that the four projects’ reduction or delay in administrative fee payments
should not affect administrative fee collection. The Executive Director
explained that the return of prior awarded funds will allow the Technology
Modernization Board to have more funds available to award to new
projects, which would generate new administrative fees. However, these
proposed changes to the four projects’ scope and schedule likely will
affect upcoming administrative fee collection because additional time will
be needed to review new project proposals. In addition, the agencies may
delay administrative fee payments for one year after award issuance.

As a result of the five factors that we identified that had impacted
administrative fee collection as of August 2019, there is likely to be a
period of time between when the office’s current administrative fee
collection occurs and when the office can recover its operating expenses
from this collection. Specifically, based on our analysis, it will take the
TMF Program Management Office at least 5 years (until 2024) to recover
the operating costs expended as of August 31, 2019, (over $1.2 million)
with the current collection of administrative fees. In addition, once the two
projects’ proposed scope and schedule changes are approved by the
Technology Modernization Board (decreasing fees collected by
$369,117), it is likely that the office will take longer than 5 years to
recover these operating costs.

Further, it is not clear when the TMF Program Management Office will
recover future operating expenses incurred in fiscal year 2020 and
beyond. Moreover, these factors will most likely continue to be a
challenge for OMB and the office going forward if newly awarded projects
choose longer repayment periods or more awarded projects make
changes that affect fee collection. Consequently, OMB and the TMF
Program Management Office are not currently on track to operate the
fund at full cost recovery, as intended.
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The Executive Director of the TMF Program Management Office stated
that the office had reduced its fiscal year 2019 operating expenses by
almost 50 percent from the original planned operating level (in the fiscal
year 2019 President’s Budget). In particular, the Executive Director
reported that the office used temporary staff internally to deliver
administrative and support activities, such as website updates and the
preparation of meeting agendas and minutes, rather than rely on
contractors. The office added that, using internal temporary employees
had provided the office with the flexibility to scale operations up and down
as appropriate. As of August 2019, the office was not pursuing a staff
increase.

Further, the Executive Director stated that, as of August 2019, the office
was reassessing the assumptions for the administrative fee rate model for
the upcoming year, including assumptions for fiscal year 2020
appropriations. The Executive Director added that the office would like to
have more information on its fiscal year 2020 appropriations in order to
help determine the new rate. These assumptions would be used to
develop a new rate model that is expected to go into effect on October 1,
2019, for fiscal year 2020.

As for the office’s ability to manage the fund at full cost recovery, the
Executive Director stated that all of the assumptions would have needed
to be met in order to ensure the TMF operated with full cost recovery. The
Executive Director added that the office still intends to pursue full cost
recovery going forward, but noted that this may change if the new set of
assumptions is not met. Further, the Executive Director reported that four
project proposals were in draft stages or pending a Technology
Modernization Board determination as of August 2019.31

Since the fund was established in December 2017, OMB, the Technology
Modernization Board, and the TMF Program Management Office have
provided oversight of the fund’s awarded projects by requiring the
respective agencies to provide quarterly updates on the status of project
milestones and transferring additional funds only when milestones were
reached. However, the board had not made a corresponding effort to
ensure that the TMF Program Management Office’s operating costs and

31As discussed earlier, in October 2019, the Technology Modernization Board announced
that it had awarded $12 million in TMF funding to two additional projects.
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administrative fee collection remained on track to achieve full cost
recovery as intended.

In addition, the office’s plan to take 12 years—from the start of operations
in fiscal year 2018 until fiscal year 2029—to fully recover its operating
costs hinders GSA’s ability to maximize the amount of appropriations
available for award due to the length of time necessary to recover its
costs. As a result, as of August 2019, OMB and the TMF Program
Management Office were not on track to recover all operating expenses
related to fund administration and oversight, thereby leaving less of the
fund’s capital available for project awards.

The TMF Program Management Office’s authorized collection of
administrative fees is intended to allow the office to offset expenses,
which maximizes the amount of funding that can be awarded to projects.
However, given the lower-than-expected collection of these administrative
fees and the office’s lengthy time frame for recovering all costs, it may be
prudent to review those fees and determine whether their rates are set
appropriately. Unless OMB and the TMF Program Management Office
take steps to develop a plan that outlines the actions needed to fully
recover TMF operating expenses with administrative fee collection in a
timely manner, there will be fewer funds available to award to projects
that are intended to improve the efficiency and effectiveness of
government IT systems.

TMF Projects Plan to Begin Realizing Cost Savings in
Fiscal Year 2020 or Later

The MGT Act established the TMF to help improve, retire, or replace
federal IT systems with more efficient and effective systems that would
cost less money to operate and maintain. As part of its selection criteria,
the Technology Modernization Board stated that the agency would need
to clearly demonstrate in its proposal how the proposed project would
generate cost savings or how the modernization of the system would
dramatically improve the quality of service provided. In addition, OMB’s
funding guidelines stated that the project proposal must include a reliable
estimate of any project-related cost savings or avoidance using the
templates provided.3? Agencies were required to identify what year their

320MB, Funding Guidelines for Agencies Receiving Disbursements from the Technology
Modernization Fund.
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project would start to realize cost savings in the TMF application after
receiving an award (the earliest year savings could begin to be realized
was fiscal year 2019). Further, the guidelines stated that the agency’s
estimation process would be subject to GAO review, pursuant to the act.

As of August 31, 2019, officials responsible for project management for
each of the seven TMF-funded projects reported that their projects had
not yet begun to realize cost savings because either the project was still
currently being implemented or the project had experienced changes to
prior projections. Specifically, officials for four of the seven projects
reported that their projects were currently meeting targeted milestones for
implementation and would begin to realize cost savings starting in fiscal
year 2020 or later as planned. Officials for the other three projects
reported that they had recently made changes to the projects’ scope and
scheduled milestones that delayed when the projects would begin to
realize savings. For more details on the changes reported by these three
projects, see appendix Il.

Table 7 shows the year that each of the seven TMF-funded projects
report that they would begin to realize cost savings.

|
Table 7: Technology Modernization Fund Projects’ Reported Plans for Beginning to
Realize Cost Savings, as of August 31, 2019

Project Year
Department of Agriculture’s Farmers.Gov Portal 2020
Department of Housing and Urban Development’s Unisys Migration 2021
Department of Labor’s Visa Application Transformation 2021
General Services Administration’s Application Modernization 2022
Department of Energy’s Enterprise Cloud Email 2024
Department of Agriculture’s Infrastructure Optimization To be determined
General Services Administration’s NewPay To be determined

Source: GAO analysis of agency TMF project documentation as of August 31, 2019. | GAO-20-3

One of the three projects that experienced changes, Agriculture’s
Infrastructure Optimization project, had originally planned to begin
realizing cost savings starting in fiscal year 2020; however, project scope
and milestone changes delayed the expected date for realization of this
savings. Officials from Agriculture’s Infrastructure Optimization project
reported in August 2019 that the new time frame for realizing cost savings
remained to be determined.
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In addition, Energy’s Enterprise Cloud Email project had originally
intended to begin realizing cost savings in 2021, but changes to the
project’s scope have delayed the realization of savings until 2024. The
third project, GSA’s NewPay, had originally planned to begin realizing
savings in 2024, but changes to the project’s technological
implementation have delayed the realization of savings. In particular,
officials from GSA’s NewPay project reported that the project still
anticipates realizing cost savings, but the date for these savings remains
to be determined.

Congress established the MGT Act and the TMF to help agencies
transform their legacy IT systems to be more cost effective and efficient.
As the awarded projects complete implementation efforts, it will be critical
for agencies to realize cost savings from these modernization efforts in
order to help ensure the fund is successful.

Savings Estimates for the Technology
Modernization Fund Projects Are Not Reliable

OMPB’s Circular A-11 directs agencies to follow the guidelines outlined in
its appendix on cost estimating for all IT investments and acquisitions
within the federal government.3? Since 2006, as noted in the circular, the
cost estimating appendix has been based on the GAO Cost Estimating
and Assessment Guide.3* As discussed earlier, the appendix outlines a
number of major steps in the cost estimating process and references the
practices in GAQO’s cost guide. According to GAO’s guidance, a reliable
estimate should meet the criteria for four characteristics and the specific
set of best practices associated with each of the characteristics. The four
characteristics and the specific best practices, among others, are:

« comprehensive — the estimate should include all life cycle costs, a
work breakdown structure, and ground rules and assumptions;

« well-documented — the estimate documentation should describe how
the source data were used, the calculations that were performed and
their results, and the estimating methodology used;

330MB, Preparation, Submission, and Execution of the Budget, Circular A-11
(Washington, D.C.: June 2018).

34GAO-09-3SP.
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e accurate — the estimate should be based on historical data or actual
experiences on other comparable programs and be updated regularly
to reflect changes in the program; and

« credible — the estimate should incorporate the results of sensitivity,
and risk and uncertainty analyses.

According to the GAO guidance, if the overall assessment rating for each
of the four characteristics is not fully or substantially met, then the cost
estimate cannot be considered reliable.

Based on our analysis of the cost estimates for the seven TMF-funded
projects, the reported savings estimates that were derived from those
estimates cannot be considered reliable. Officials responsible for
developing the cost estimates for each of the projects did not incorporate
all of the best practices for a reliable cost estimate, as defined in the GAO
guidance and OMB Circular A-11.

Table 8 describes the four GAO cost estimating characteristics, key
practices associated with each characteristic (and the major steps in
OMB Circular A-11), and the results of our analysis of the seven TMF-
funded projects’ cost estimates. In addition, appendix Ill provides more
details on our individual assessments of the seven projects’ cost

estimates.

Table 8: Analysis of Technology Modernization Fund Projects’ Cost Estimates Using GAO Cost Estimating Best Practices

GAO cost estimating

characteristic

Key practice

GAO assessment

Comprehensive

All life cycle costs are included that completely
define the program, reflect the current schedule,
and are technically reasonable.

A work breakdown structure is included that
details the work necessary to accomplish the
project’s objectives at an appropriate level of
detail to ensure cost elements are neither
omitted nor double-counted.

The ground rules are described that outline all
the program’s requirements that affect the costs
as well as the assumptions that were made
about the program conditions that were used in
developing the cost estimate.

Five projects included some program costs;
however, only two of the projects fully
documented all life cycle costs.

One of the seven estimates included a detailed
work breakdown structure that allowed insight
into lower level costs. The other six estimates did
not address this requirement.

Three projects’ cost estimates documented
partial information about the ground rules and
assumptions; however, it was not evident that the
assumptions considered the associated risks,
and the supporting rationale for the ground rules
and assumptions was not documented. The
other four estimates did not address this
requirement.
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GAO cost estimating
characteristic

Key practice

GAO assessment

Well-documented « Documentation supports the cost estimate and « Three projects’ cost estimates included source
describes how the source data is used, the data for the estimates; however two of these
calculations that were performed and their estimates did not describe the methodology used
results, and the estimating methodology used. to calculate the estimated costs. The other four

projects did not address this requirement.

Accurate « The estimate is based on historical data or actual «  Four projects’ cost estimates included evidence
experiences on other comparable programs. that the costs were based on historical data from

comparable programs. The remaining three
projects did not address this requirement.
- Estimate is updated regularly to reflect changes «  Two projects’ cost estimates included evidence
in the program. that they were being updated regularly; two other
projects were currently developing a process for
future updates. The remaining three projects
were not updating the estimate.
Credible « A sensitivity analysis was performed that « One project’s cost estimate included a form of a

identified a range of possible costs based on
varying major assumptions, parameters, and
data; and examined what the effects of changing
each assumption were on the costs in the
estimate.

A risk and uncertainty analysis was performed
which identified the project risks and the
quantitative impact of these risks on the success
of the project.

sensitivity analysis; however, this analysis did not
recalculate the costs or explain the impacts of
varying individual inputs. The other six estimates
did not address this requirement.

None of the seven projects’ cost estimates
included a risk and uncertainty analysis.

Source: GAO analysis of agency Technology Modernization Fund cost estimate documentation as of August 31, 2019. | GAO-20-3

In assessing the reliability of the projects’ cost estimates, we found that
the TMF Program Management Office did not provide written guidance for
developing the cost estimates in a manner consistent with federal
requirements outlined in Circular A-11 or our best practices. Specifically,
the only guidance that the Technology Modernization Board provided on
the TMF website was the instruction to submit a project cost estimate
using a template developed by the Program Management Office, and
approved by OMB and the Technology Modernization Board. While the
template provided a means to report costs for the proposed projects, the
template did not require agencies to follow any of the best practices
outlined in GAQO’s Cost Estimating and Assessment Guide,? and which is
referenced by Circular A-11. Further, there were no written instructions for
the template regarding the data elements or the fields required to be

completed.

35GA0-09-3SP.
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Agency officials responsible for developing the cost estimate for each of
the seven projects all confirmed that they were instructed to use the
project cost estimate template to report their projects’ cost and savings
estimates. In addition, these officials acknowledged that they did not
follow their own internal cost estimate development processes or GAO
best practices when developing their estimates.

The Executive Director of the TMF Program Management Office stated
that the project teams were expected to follow their own internal
investment management process for developing the cost estimates.
Additionally, the agencies’ chief financial officers and ClOs were required
to review and approve the project proposal applications, including the
completed cost estimate templates, prior to the agencies’ submissions to
the Technology Modernization Board.

Further, the Executive Director acknowledged that written guidance had
not been developed for completing the project proposal documentation.
Instead, the Executive Director stated that the office had held meetings,
as requested by each project team, to provide assistance on how to
complete the cost estimate template. The Executive Director stated that
these meetings enabled the project teams to ask targeted questions on
how to complete the template for their individual projects, which enabled
the office to provide specific assistance on completing the template for
each project.

Staff in OMB’s Office of E-Government and Information Technology
stated that agencies are required to follow the requirements outlined in
Circular A-11 regarding the development of a cost estimate for all IT
investments. In addition, the staff noted that each proposal is required to
be approved by the agency’s Chief Financial Officer and CIO before
being submitted to the Technology Modernization Board. The staff added
that the information regarding the guidance for completing the proposal
documentation and cost estimates is available on the TMF website.36

However, our review of the documentation provided on the TMF website
did not identify any guidance regarding the development of the cost
estimate as part of the proposal—except a statement requiring the
completion of the provided template. The website also did not include any

36Guidance for agencies submitting proposals is listed on the TMF website at
https://tmf.cio.gov/.
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guidance instructing the agencies to follow the requirements outlined in
Circular A-11, which references GAQO’s cost estimating guidance.

As noted in GAQ’s cost estimating guide, reliable cost estimates can
provide management the data necessary to make informed investment
decisions, measure program progress, proactively correct course when
warranted, and ensure overall accountability for results. Having a realistic
estimate of projected costs also helps to ensure that projected cost
savings are reliable. Building such quality into a cost estimate is
addressed by the steps described in Circular A-11 (that references the
practices outlined in GAO’s cost guide). Regardless of whether or not
agencies were told to do so, it is an agency’s responsibility to follow these
steps.

Ensuring agencies understand the requirements they are supposed to
follow when developing a cost estimate for their TMF proposal is critical to
the success of the proposal process. If OMB and GSA do not clarify the
requirement that agencies follow Circular A-11’s cost estimating process
(that references GAQO’s cost estimating guidance discussed in this report),
agencies are at risk of continuing to provide unreliable cost information in
their proposals to the Technology Modernization Board. Further, absent
detailed guidance from the TMF Program Management Office on how to
complete the cost estimate template, including information on the data
elements and the fields required to be completed, agencies are at risk of
providing incomplete or insufficient information in their project proposals.
As a result, the board may not have sufficiently reliable project cost and
savings information with which to make decisions on potential awards and
whether these projects offer appropriate value for the investment being
requested.

TMF Project Acquisitions Used Full and Open
Competition or an Authorized Exception

The MGT Act requires the Administrator of GSA to ensure that the use of
commercial off-the-shelf products and services are incorporated to the

greatest extent practicable in agency projects awarded funding through
the TMF. As required under the Competition in Contracting Act of 1984,
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all procurements, with certain exceptions, must be competed as full and
open so that any qualified entity can submit an offer.3”

Agencies are also required to publicly report their contract transactions in
the Federal Procurement Data System-Next Generation (FPDS-NG),
including information on the type of award made and whether competitive
procedures were used.®® In addition, if an agency issues task orders on
an existing contract, then the agency is required to identify whether
competitive procedures were used. Further, if the contract did not use
competitive procedures, then the agency is required to report the reason
that the contract was not competed.

As of August 31, 2019, six of the seven TMF-funded projects had
awarded 23 contracts or task orders for work on the projects. Agency
officials responsible for management of the six funded projects reported
that 22 of the 23 awards used full and open competitive procedures,
which we confirmed using acquisition data from FPDS-NG. HUD officials
reported that the remaining award was based on a sole source contract
that was not competed and an exception was documented. One project
had not yet made an award.

Table 9 lists the seven TMF-funded projects and the agencies’ reported
use of full and open competitive procedures in FPDS-NG for the related
awards, as of August 31, 2019.

|
Table 9: Use of Competitive Procedures for Technology Modernization Fund Project Acquisitions by the Seven Awarded
Projects, as of August 31, 2019

Total number Number of awards using

Agency Project of awards competitive procedures
Department of Agriculture Farmers.Gov Portal 4 4
Infrastructure Optimization 0 Not applicable

Department of Energy Enterprise Cloud Email 1 1

37Competition in Contracting Act of 1984, § 2701, Pub. L. No. 98-369, § 2701, codified at
41 U.S.C. § 3301 and 10 U.S.C. § 2304.

38Federal Procurement Data System-Next Generation (FPDS-NG) is a web-based tool for
agencies to report contract transactions. In addition, it is a searchable database of
contract information that provides a capability to examine data across government
agencies and provides managers a mechanism for determining where contract dollars are
being spent.
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Total number Number of awards using

Agency Project of awards competitive procedures
Department of Housing and Unisys Migration 4 3
Urban Development
Department of Labor Visa Application Transformation
General Services Administration Application Modernization

NewPay 5 5
Total 23 22

Source: GAO analysis of Federal Procurement Data System-Next Generation data for awarded projects and interviews with agency officials responsible for Technology Modernization Fund project

management as of August 31, 2019. | GAO-20-3

In making the 22 awards, agency officials responsible for the
management of the six funded projects reported that they had relied on
existing IT service contracts and blanket purchase agreements, or had
established new blanket purchase agreements for these projects.
Specifically,

« 11 awards were based on task orders issued on existing contracts.

« 9 awards were based on orders from existing blanket purchase
agreements.

e 2 awards were made on new blanket purchase agreements.

In making these awards using existing contracts and blanket purchase
agreements that had followed full and open competitive procedures, the
agencies complied with the requirements for using competitive
procedures. In those cases where the agencies used existing blanket
purchase agreements, these orders were coded as competitive based on
data reported in FPDS-NG.

For the one award where competitive procedures were not used, HUD
completed a justification and approval for other than full and open
competition, indicating that only one responsible source and no other
supplies or services would satisfy the agency’s requirements. HUD
officials stated that they chose a sole source contract because they
wanted to retain the expertise of the existing contractors and maintain
cohesion between the different phases of project work.

For the project that had not yet made an award, officials responsible for
the management of Agriculture’s Infrastructure Optimization project
reported that, due to a change in the scope of the project made in June
2019, no contracts had been awarded yet for work on the project. The
officials reported that they anticipated making an award by the end of
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December 2019 and that the contract is to be awarded using competitive
procedures.

Agencies’ continued adherence to federal acquisition requirements for full
and open competition should help ensure that their TMF-funded
investments deliver the intended services to benefit both the agencies
and the public.

Conclusions

Since March 2018, when GSA established the TMF Program
Management Office to administer fund operations, the office has
obligated about $1.2 million to cover its expenses from managing the fund
but has collected limited administrative fees to offset its expenses. As a
result, the Technology Modernization Board has fewer funds than
anticipated available to award to new projects. Going forward, OMB and
the TMF Program Management Office are likely to face ongoing
challenges in collecting administrative fees due to the factors that we
have identified that affect fee collection and the office’s lengthy time
frame for recovering all costs. While OMB and the TMF Program
Management Office are not currently on track to recover all operating
expenses in a timely manner, Program Management Office officials have
expressed the intent to revisit their fee structure, in part to address the
lower than anticipated amount of fiscal year 2019 appropriations.
Because of the number of factors that are likely to affect fee collection, it
will be critical that OMB and the TMF Program Management Office take
steps to develop a plan that outlines the actions needed to fully recover
TMF operating expenses with administrative fee collection in a timely
manner in order to maximize the funds available for awards.

By creating a new funding mechanism to help modernize federal IT
systems, Congress intended that funds would be used to improve, retire,
or replace existing federal IT systems to improve efficiency and
effectiveness of these systems. However, since none of the seven TMF-
funded projects’ cost savings estimates can be considered reliable, it is
not clear whether the projects receiving funding to date will save the
government as much money as was estimated. An important aspect to
the success of the TMF will be clarifying the established requirement that
agencies follow Circular A-11’s cost estimating process (that references
GAO'’s cost estimating guidance discussed in this report) in order to help
ensure that the reliability of estimated savings for awarded projects is
improved.
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Recommendations for Executive Action

We are making five recommendations: two to OMB and three to GSA.
Specifically:

The Director of OMB should develop and implement a plan with GSA that
outlines the actions needed to fully recover the TMF Program
Management Office’s operating expenses with administrative fee
collection in a timely manner. (Recommendation 1)

The Director of OMB should work with GSA to clarify the requirement in
the TMF guidance that agencies follow the cost estimating process
outlined in Circular A-11 (that references GAQO’s cost estimating guidance
discussed in this report), when developing the proposal cost estimate.
(Recommendation 2)

The Administrator of General Services should develop and implement a
plan with OMB that outlines the actions needed to fully recover the TMF
Program Management Office’s operating expenses with administrative
fee collection in a timely manner. (Recommendation 3)

The Administrator of General Services should work with OMB to clarify
the requirement in the TMF guidance that agencies follow the cost
estimating process outlined in Circular A-11 (that references GAO’s cost
estimating guidance discussed in this report), when developing the
proposal cost estimate. (Recommendation 4)

The Administrator of General Services should develop detailed guidance
for completing the Technology Modernization Fund project cost estimate
template, including information on the data elements and the fields
required to be completed, in order to help ensure the accuracy and
completeness of the provided information. (Recommendation 5)

Agency Comments and Our Evaluation

We provided a draft of this report to OMB and the five agencies for their
review and comment. In response, of the two agencies to which we made
recommendations, GSA stated that it agreed with one recommendation
and partially agreed with the remaining two recommendations; and OMB
did not state whether it agreed or disagreed with the recommendations.
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In addition, of the four agencies to which we did not make
recommendations, one agency stated that it concurred with information
presented in the report, two other agencies stated that they had no
comments on the report, and a fourth agency did not state whether it had
comments on the report. Further, four agencies provided technical
comments on the report, which we incorporated as appropriate.

The following discusses the comments received from each agency to
which we made recommendations.

o GSA provided written comments in which it agreed with our
recommendation to develop detailed guidance for completing the TMF
project cost estimate template. Additionally, the agency partially
agreed with our recommendation to develop and implement a plan
with OMB that outlines the actions needed to fully recover TMF
operating costs with administrative fee collection, stating the agency
had concerns with our discussion of this topic in the report. Among the
concerns was that we clearly did not acknowledge that GSA is on
track to meet the requirement codified in the statute to maintain the
solvency of the fund.

However, our report did not make a conclusion that the fund was
insolvent, or that the fund was on track to being insolvent. Rather, we
discussed the factors that have affected administrative fee collection
to date. In our discussion, we noted that as a result of these factors, it
will take the TMF Program Management Office at least 5 years (until
2024) to recover the operating expenses expended as of August 31,
2019 (over $1.2 million) with the current collection of administrative
fees. Consequently, as of August 2019, OMB and the TMF Program
Management Office were not on track to recovering all operating
expenses in a timely manner, thereby hindering GSA’s ability to
maximize the amount of appropriations available for award. As such,
we continue to believe our assessment is accurate.

GSA also had concerns that we did not state that the TMF Program
Management Office’s goal of full cost recovery for operating expenses
was over the lifetime of the fund.

In our report, we discuss that the TMF Program Management Office
planned to fully recover all operating expenses through administrative
fee collection by fiscal year 2029. In doing so, we noted that the
office’s plan to take 12 years to fully recover its costs hinders GSA’s
ability to maximize the amount of appropriations available for award
due to the length of time necessary to recover its costs. Therefore, we
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believe that we have sufficiently discussed the time frame GSA plans
to take to fully recover its costs.

Further, GSA stated that our discussion of the TMF Program
Management Office’s operating costs would be improved if we noted
the large percentage of fund administrative costs was devoted to
salaries for a limited number of staff.

In determining the cost of administering the TMF, we analyzed the
costs of establishing and overseeing the TMF and evaluated the
collection of administrative fees from projects awarded funding,
consistent with the MGT Act. In doing so, we noted the steps taken by
the TMF Program Management Office to reduce its operating
expenses, including reducing costs by 50 percent for fiscal year 2019,
and not pursuing a staff increase in fiscal year 2019. We did not
analyze any individual operating expenses and therefore, have no
basis to comment on current salary expenses and whether they could
or could not be reduced. As such, we believe that we appropriately
discuss the costs of establishing and overseeing the TMF and the
relationship of those costs to the goal of fully recovering all operating
expenses. Accordingly, we believe our recommendation to develop
and implement a plan to fully recover office operating expenses with
administrative fee collection is still warranted.

The agency also partially agreed with our second recommendation to
work with OMB to clarify the requirement in TMF guidance that
agencies follow the federal cost estimating guidance discussed in this
report. GSA stated that the agency does not set cost estimating policy
requirements for agencies, as that is the responsibility of OMB and
agency ClOs.

In our report, we discuss the MGT Act’s requirement that the
Administrator of GSA, in consultation with the CIO Council and with
the approval of the Director of OMB, administer the TMF. Because the
GSA Administrator has been designated responsibility for
administering the fund, the agency has a role in clarifying what
guidance agencies should follow when developing their cost estimates
for the TMF proposal application. Further, we acknowledge GSA’s
statement that the agency will commit to working with OMB and the
Technology Modernization Board to identify necessary updates to the
cost estimating guidance as a positive step towards addressing our
recommendation. Consequently, we believe our recommendation for
GSA to work with OMB to clarify the requirement in TMF guidance
that agencies follow Circular A-11’s cost estimating process (that
references GAQ’s cost estimating guidance discussed in this report),
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when developing the proposal cost estimate, is still appropriate.
GSA’s comments are reprinted in appendix IV.

« OMB provided written comments in which the agency did not state
whether it agreed or disagreed with our recommendations; however,
OMB stated that the agency remains concerned with the facts,
characterizations, and opinions in the draft report. The agency further
stated that the draft report contains many key assumptions and
recommendations that are misleading and paints an incomplete
picture of the TMF. OMB then stated that while we met with the
agency twice during the course of the audit, we engaged with GSA
multiple times in contrast. According to OMB, many of the questions
we posed to GSA would have been better answered by OMB, whose
authorities in the budget, apportionment, and approval process for
TMF proposals could have enabled us to state items in the report with
greater accuracy. In addition, the agency stated that many of its
corrections and suggestions offered in its review of the statement of
facts were rejected by us, although the agency offered no examples to
support its comments.

We disagree with OMB’s statements regarding our audit methodology
for several reasons. First, in meetings with staff from OMB’s Office of
E-Government and Information Technology, we obtained information
from the staff in all of the areas noted by OMB in its letter. In our
report, we discuss OMB’s role in the fund’s administration and the
approval process for TMF proposals, as well as OMB’s guidance in
these areas. Further, we made ourselves available to engage with
OMB throughout the course of the audit. For example, we arranged a
meeting with the Federal CIO and her staff to discuss the
administration of the TMF and to present our preliminary
observations, but the meeting was cancelled by the Federal CIO’s
office due to scheduling constraints and not rescheduled.

Second, we incorporated many of OMB’s comments on the statement
of facts related to OMB’s role in fund administration and the approval
process into our draft report. For example, although we had included
information in the statement of facts regarding the requirement that
agency CIlOs and chief financial officers approve TMF proposals prior
to submittal to the Technology Modernization Board, OMB requested
that we include this information in other sections throughout the
report. OMB also requested that we include language in the report to
ensure that it was understood that TMF projects began after an
interagency agreement was signed between the TMF Program
Management Office and the agency and not when TMF awards were
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announced. We incorporated these changes into the background and
other relevant report sections.

However, in cases where OMB asked us to incorporate the entirety of
language from the MGT Act—rather than summarizing the law’s key
requirements—we chose not to do so for the purposes of
conciseness. In addition, OMB also requested that we update the
status information for the TMF awarded projects in our report to be
closer to the report’s issuance. However, as we had told OMB staff
during our review, we intended to report project information as of
August 31, 2019, based on our audit methodology and reporting
timeframes. Consequently, we believe that we have accurately
characterized the facts related to OMB’s role in TMF administration
and sufficiently incorporated OMB’s relevant comments into our
report.

OMB also disagreed with our characterization of the TMF repayment
process and the assumptions about potential insolvency of the fund.
As noted above in our response to GSA’s comments, our report did
not make a conclusion that the fund was insolvent, or that the fund
was on track to being insolvent. Rather, our report discusses the
factors affecting administrative fee collection and the impact these
ongoing challenges have on the TMF Program Management Office’s
ability to pursue a full cost recovery model and recover all costs by
fiscal year 2029, as GSA intended. In addition, we acknowledged the
Program Management Office’s efforts to reduce its operating costs in
fiscal year 2019 (to under $1 million).

OMB also stated that the primary shortcoming has been the fact that
the TMF has been underfunded by Congress, leading to slower than
anticipated project volume. In our report, among the factors that we
discussed as affecting TMF fee collection, we noted that the initial
TMF fee rates were determined in June 2018 based on assumptions
regarding appropriations that were not met. We also noted the impact
that these assumptions had on the TMF Program Management
Office’s projected collection of administrative fees in the first two years
of operation and for fiscal year 2020. Specifically, we noted that the
office projected it would distribute $75 million in fiscal year 2020 but
had only approximately $35.6 million available in the fund as of
August 31, 2019.

We concluded that OMB and the TMF Program Management Office
were not on track to recovering all operating expenses in a timely
manner, thereby leaving less of the fund’s capital available for project
awards. At no point did we assert the fund was insolvent, or was in
danger of becoming so. As such, we continue to believe our
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assessment of the fund’s ongoing fee recovery is accurate and that
our recommendation for OMB and GSA to work together to develop
and implement a plan to use administrative fee collection to fully
recover operating expenses is still warranted.

OMB also challenged our analysis of agency projects’ cost estimates
using our Cost Estimating and Assessment Guide3® because,
according to the agency, we had asserted that federal agencies must
follow the cost guide when developing cost estimates for federal
projects. OMB stated that all projects, including those submitted for
consideration, must follow OMB Circular A-11, not the GAO guide.

Since OMB first introduced its cost estimating appendix to Circular A-
11 in 2006, the circular has stated that the appendix is based on the
GAO cost estimating guide. Specifically, the circular stated that the
appendix is based on GAO'’s “guide to their auditors on how to
evaluate an agency's cost estimating process, and the reliability and
validity of the data used to develop the cost estimates. Following
these guidelines will help agencies to meet most cost estimating
requirements.” Further, we reported that OMB’s Circular A-11 cost
estimating appendix outlined a number of major steps in the cost
estimating process, and referenced the practices outlined in GAO’s
cost guide. As our report states, OMB Circular A-11 directs agencies
to follow the guidance outlined in the appendix on cost estimating for
all IT investments and acquisitions within the federal government, and
as mentioned above, is based on GAQO’s cost estimating guidance.*!
We noted that OMB’s guidance referenced GAO’s cost guide;
however, we did not assert that agencies were required to follow
GAO'’s cost guide independent of Circular A-11.

Further, our analysis of the cost estimates for the seven projects
found that none of the projects incorporated all of the best practices
for a reliable estimate cost estimate, as defined in either OMB Circular
A-11 or GAO guidance. We noted that the TMF’s website did not
include any guidance instructing agencies to follow the requirements
outlined in Circular A-11; however, we stated that, regardless of
whether or not agencies were told to do so, it was an agency’s

39GA0-09-3SP.

400MB, Preparation, Submission, and Execution of the Budget, Circular A-11
(Washington, D.C.: June 2018), Capital Programming Guide, Appendix 8, pg. 69.

410MB, Preparation, Submission, and Execution of the Budget, Circular A-11
(Washington, D.C.: June 2018).
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responsibility to follow these steps. Further, we noted that ensuring
agencies understand the requirements they are supposed to follow
when developing a cost estimate for the TMF proposal process is
critical to the success of the proposal process.

Accordingly, we continue to believe our assessment of the seven
projects’ cost estimates is accurate and based on appropriate and
generally-accepted criteria, and that our recommendations to OMB
and GSA in this area are still warranted. However, in the interest of
ensuring that our recommendations are explicit about clarifying which
requirements agencies are to follow when developing cost estimates,
we have modified the language of our related recommendations to
more directly address Circular A-11.

OMB also noted the additional requirements—beyond those found in
Circular A-11—imposed on agency submissions by the Technology
Modernization Board, including authoritative signoff by the agency
chief information officer and chief financial officer for schedule and
repayment documentation. The agency further asserted that the
characteristics of the TMF, including the ability to incrementally fund
projects and to adjust project scope and timing of project transfers,
means that projects funded by the TMF are more likely to succeed.

We agree that agencies’ executive review of submissions to the board
is an integral part of ensuring the quality of those submissions. Such
reviews, coupled with more clear direction to agencies on what federal
guidance they are required to follow, as discussed above, will further
strengthen the quality of the supporting documentation submitted to
the board.

Further, OMB also stated that the board takes seriously its
responsibilities to make sure approved projects meet the
requirements of the MGT Act, the guiding principles established by
the board, and to ensure that projects repay all required amounts
while successfully delivering smarter, more secure commercial
capabilities to improve citizen services. In addition, OMB stated that
the board requires that all approved projects have requirements to
provide information, best practices, playbooks, and other supporting
documentation. OMB also stated that the board has managed the
TMF both in alignment with industry-wide best practices for iterative,
agile financing for technology projects, and has been judicious and
discerning in how it invests TMF funds.

We agree with the importance of ensuring approved projects meet the
requirements of the MGT Act. In our report, we acknowledged OMB,
the Technology Modernization Board, and the TMF Program
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Management Office’s efforts to provide oversight of the fund’s
awarded projects. However, our report also identified ongoing
challenges with the TMF Program Management Office’s fee collection,
including the office’s plan to take 12 years to fully recover its operating
costs—a plan that was reviewed by the Technology Modernization
Board and OMB—that will hinder GSA’s ability to maximize the funds
available for awards.

We also agree that it is important that all approved projects have
requirements in place related to providing information and supporting
documentation. In our report, we discussed that OMB’s funding
guidelines required projects to include a reliable estimate of project-
related savings. However, as we also noted, none of the seven
projects’ reported savings estimates were reliable because they did
not incorporate all of the best practices for a reliable cost estimate as
defined in OMB Circular A-11 and GAQO’s cost estimating guide.
Therefore, it was not certain whether the projects that we reviewed
would save the government as much money as was estimated. While
it is important that the board have requirements in place, it is equally
vital that agencies clearly understand the requirements they are
supposed to follow—and that these requirements are clearly
articulated on the TMF website—for the proposal process to be
successful. As such, we continue to believe our recommendations to
OMB and GSA are appropriate. OMB’s comments are reprinted in
appendix V.

In addition to the aforementioned comments, the four agencies to which
we did not make recommendations provided the following responses.

In an email received on November 22, 2019, a Director of Strategic
Planning, Policy, Egovernment and Audits in the Office of the CIO at
Agriculture stated that the agency concurred with the information
presented in the report.

In an email received on November 7, 2019, an audit coordinator in
Energy’s Office of the CIO did not state whether the agency had
comments on the report and provided technical comments, which we
incorporated as appropriate.

In written comments provided on November 19, 2019, the department
stated that it had no comments to provide on the written report. HUD’s
comments are reprinted in appendix VI.

In an email received on November 6, 2019, an economist in Labor’s
Office of the Assistant Secretary for Policy stated that the agency had
no comments on the report.
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We are sending copies of this report to the appropriate congressional
committees; the Director of the Office of Management and Budget; the
Secretaries of the Departments of Agriculture, Energy, HUD, and Labor;
the Administrator of GSA; and other interested parties. This report will
also be available at no charge on our website at http://www.gao.gov.

If you or your staffs have any questions on matters discussed in this
report, please contact me at (202) 512-4456 or harriscc@gao.gov.
Contact points for our Offices of Congressional Relations and Public
Affairs may be found on the last page of this report. GAO staff who made
major contributions to this report are listed in appendix VII.

Carol C. Harris
Director, Information Technology
Management Issues

Page 46 GAO-20-3 Technology Modernization Fund


http://www.gao.gov/
mailto:harriscc@gao.gov

Letter

List of Congressional Committees

The Honorable James M. Inhofe
Chairman

The Honorable Jack Reed
Ranking Member

Committee on Armed Services
United States Senate

The Honorable Ron Johnson

Chairman

The Honorable Gary C. Peters

Ranking Member

Committee on Homeland Security and Governmental Affairs
United States Senate

The Honorable John Hoeven

Chairman

The Honorable Jeff Merkley

Ranking Member

Subcommittee on Agriculture, Rural Development, Food
and Drug Administration, and Related Agencies
Committee on Appropriations

United States Senate

The Honorable Lamar Alexander

Chairman

The Honorable Dianne Feinstein

Ranking Member

Subcommittee on Energy and Water Development
Committee on Appropriations

United States Senate

The Honorable John Kennedy

Chairman

The Honorable Christopher Coons

Ranking Member

Subcommittee on Financial Services and General Government
Committee on Appropriations

United States Senate

The Honorable Roy Blunt
Chairman

Page 47 GAO-20-3 Technology Modernization Fund



Letter

The Honorable Patty Murray

Ranking Member

Subcommittee on Labor, Health and Human Services,
Education, and Related Agencies

Committee on Appropriations

United States Senate

The Honorable Susan Collins

Chairman

The Honorable Jack Reed

Ranking Member

Subcommittee on Transportation, Housing and Urban
Development, and Related Agencies

Committee on Appropriations

United States Senate

The Honorable Adam Smith
Chairman

The Honorable Mac Thornberry
Ranking Member

Committee on Armed Services
House of Representatives

The Honorable Carolyn Maloney
Chairwoman

The Honorable Jim Jordan

Ranking Member

Committee on Oversight and Reform
House of Representatives

The Honorable Sanford Bishop Jr.

Chairman

The Honorable Jeff Fortenberry

Ranking Member

Subcommittee on Agriculture, Rural Development,
Food and Drug Administration, and Related Agencies

Committee on Appropriations

House of Representatives

The Honorable Marcy Kaptur
Chairwoman

The Honorable Mike Simpson
Ranking Member

Page 48 GAO-20-3 Technology Modernization Fund



Letter

Subcommittee on Energy and Water Development,
and Related Agencies

Committee on Appropriations

House of Representatives

The Honorable Mike Quigley

Chairman

The Honorable Tom Graves

Ranking Member

Subcommittee on Financial Services and General Government
Committee on Appropriations

House of Representatives

The Honorable Rosa DelLauro

Chairwoman

The Honorable Tom Cole

Ranking Member

Subcommittee on Labor, Health and Human Services,
Education, and Related Agencies

Committee on Appropriations

House of Representatives

The Honorable David E. Price

Chairman

The Honorable Mario Diaz-Balart

Ranking Member

Subcommittee on Transportation, Housing and Urban
Development, and Related Agencies

Committee on Appropriations

House of Representatives

Page 49 GAO-20-3 Technology Modernization Fund



Appendix I: Objectives, Scope, and
Methodology

Appendix |: Objectives,
Scope, and Methodology

Our objectives were to: (1) determine the costs of establishing and
overseeing the Technology Modernization Fund (TMF), as compared to
the savings realized by projects that have received awards; (2) assess
the extent to which cost savings estimates for awarded projects are
reliable; and (3) determine the extent to which agencies have used full
and open competition for any acquisitions related to the awarded projects.

The scope of our review included the Office of Management and Budget
(OMB) and the General Services Administration (GSA) TMF Program
Management Office, the two organizations responsible for TMF
administration, as well as the five agencies that had received the seven
awards from the fund as of August 2019—the Department of Agriculture
(Agriculture), Department of Energy (Energy), Department of Housing and
Urban Development (HUD), Department of Labor (Labor), and GSA.

For our first objective, we obtained and analyzed financial data from GSA
related to actual and planned operating costs for establishing and
overseeing the TMF for fiscal years 2018 through 2025 (fiscal year 2018
was the first year that the TMF was in operation).

To ensure the accuracy and completeness of GSA’s financial data on the
operating costs for TMF administration, we obtained information from
officials within GSA’s Office of the Deputy Administrator on the controls in
place for ensuring the reliability of the financial data. We also reviewed
GAO, GSA Office of Inspector General, and GSA reports that discussed
the results of prior reviews of internal controls for GSA financial systems.

Based on discussions with agency officials and our reviews of these prior
reports, we did not identify any specific findings that would affect our
reporting of these data. In addition, we reviewed GSA-provided data for
obvious errors and inconsistencies and identified no significant errors
related to the accuracy or completeness of the data. Based on these
steps, we determined that these data were sufficiently reliable for us to be
able to report accurately on GSA’s operating costs for TMF
administration.
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We also obtained and analyzed agency documentation from, and
interviewed officials within, GSA’s TMF Program Management Office
regarding the fund’s actual and planned operating expenses as of August
31, 2019. We assessed the collection of administrative fees used to
ensure the solvency of the fund during the period from June 2018 (when
projects first began to receive awards) through August 31, 2019. In
addition, we interviewed staff in OMB’s Office of E-Government and
Information Technology regarding OMB guidance and its administrative
responsibilities for the fund.

Further, we obtained and analyzed TMF project proposal documentation
and signed interagency agreements and interviewed officials in charge of
the TMF-funded projects within the Office of the CIO and other
appropriate offices at each of the five agencies to determine the
scheduled repayment transfers, administrative fee payments, and
whether awarded projects had realized cost savings for fiscal year 2019.
(Fiscal year 2019 was the first fiscal year that awarded projects could
have realized cost savings as a result of receiving TMF funding.) In doing
so, we confirmed that none of the seven projects had begun to realize
cost savings; therefore, it was premature to compare the projects’
realized savings to TMF administrative costs.

For the second objective, we analyzed TMF project proposals, including
cost estimates and supporting documentation, from the five agencies that
received the seven awards. In addition, we interviewed the agencies’
project officials responsible for developing the overall TMF cost savings
estimate and associated cost estimates regarding their estimation
processes. We compared each TMF-funded project team’s estimating
methodologies and documentation to the best practices of a reliable cost
estimate discussed in GAO’s Cost Estimating and Assessment Guide.'
Our analysis enabled us to determine whether each project’s cost
estimate, used to determine the project’s cost savings estimate, was
comprehensive, well-documented, accurate, and credible.

The GAO Cost Estimating and Assessment Guide considers an estimate
to be comprehensive if its level of detail ensures that all pertinent costs
are included and no costs are double-counted or omitted; well-
documented if the estimate can be easily repeated or updated and can be

1GAO, GAO Cost Estimating and Assessment Guide: Best Practices for Developing and
Managing Capital Program Costs, GAO-09-3SP (Washington, D.C.: Mar. 2, 2009).
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traced to original sources through auditing; accurate if it is not overly
conservative, is based on an assessment of the most likely costs, and is
adjusted properly for inflation; and credible if the estimate has been
cross-checked with an independent cost estimate and a level of
uncertainty associated with the estimate has been identified and
quantified.

For each characteristic, our analysis had five possible assessment
categories:

« Not met. The estimate provided no evidence that satisfies any of the
characteristic’s set of best practices.

« Minimally met. The estimate provided evidence that satisfies a small
portion of the characteristic’s set of best practices.

« Partially met. The estimate provided evidence that satisfies about
half of the characteristic’s set of best practices.

« Substantially met. The estimate provided evidence that satisfies a
large portion of the characteristic’s set of best practices.

« Met. The estimate provided complete evidence that satisfies the
characteristic’s entire set of best practices.

A cost estimate is considered reliable if the overall assessment for each
of the four characteristics are met or substantially met.

We presented the results of our initial analysis of each TMF project cost
estimate to its respective agency in July 2019. We asked the agencies to
verify the information presented in the analysis and provide any updates
or additional supporting documentation, as appropriate. Each of the
agencies provided updated information, which we incorporated into this
analysis, as appropriate.

In addition, we interviewed staff in the Office of E-Government and
Information Technology, as well as officials from the TMF Program
Management Office, about the process for the review and approval of
TMF-funded project cost savings estimates and cost estimate
documentation.

Because the Technology Modernization Board required agency project
teams to use a template to submit the project cost savings estimates and
because we learned from project officials at each of the five agencies that
they did not rely on data from agency financial systems when completing
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the template, we took additional steps to assess the reliability of the data
in the completed templates. First, we interviewed officials in the TMF
Program Management Office responsible for developing the template in
order to understand the purpose of each template data field and what
information was required to be completed. We took this step because
there were no written instructions for the template regarding the data
elements or the fields required to be completed.

We also interviewed officials in the Office of the CIO and other
appropriate offices at each agency, who were in charge of completing the
TMF cost estimate template. We discussed with these officials how the
template was filled out and what sources of data were used. Because
project teams did not rely on data from agency financial systems when
completing the spreadsheet template, we reviewed agency responses
and other supporting documentation to determine how the estimated
costs and savings were derived and whether there were any qualifications
of the provided data. This included whether certain costs were excluded
from the program cost estimate, how up-to-date the data were, or whether
there were other qualifications of the provided data. We followed up with
agency officials regarding these qualifications as appropriate. Further, we
reviewed the completed templates to identify missing data, or other
errors, and consulted with our cost estimation specialists about these
issues, as appropriate.

Based on our assessment of each project’s cost estimate (used to derive
the cost savings estimate) and the other measures we took to assess the
reliability of the data included in the completed templates, we determined
that the cost savings data for all seven TMF projects were not sufficiently
reliable; thus, we did not include the estimated savings amounts in our
report. In addition, we discuss the data’s shortcomings in the report.

To accomplish the third objective, we obtained and analyzed contract
documentation for each of the seven awarded projects. We also
interviewed officials in charge of the TMF-funded projects within the
Office of the CIO and other appropriate offices at each of the five
agencies about acquisitions related to the awarded projects. Using the
agency provided contract information, we obtained and analyzed data
from the Federal Procurement Data System-Next Generation (FPDS-
NG)—the government’s procurement database—for the period of June
through August 2019. We assessed whether each awarded acquisition
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used full and open competition in accordance with the Competition in
Contracting Act of 19842 and the federal acquisition regulation.3

To ensure the accuracy and completeness of the awarded projects’
contract information related to the use of full and open competition, we
searched FPDS-NG data to confirm that all contracts and task orders
related to the projects had been provided. We then presented the results
of our analysis to officials in charge of project acquisitions at each agency
and asked these officials to verify the completeness and accuracy of the
FPDS-NG data and provide any updates, as appropriate.

Officials in charge of all of the awarded projects confirmed the contract
information related to the use of full and open competition and provided
additional contract acquisition data, as appropriate. Based on these
steps, we determined that these data were sufficiently reliable to report on
the TMF-funded project acquisitions’ use of full and open competition.

We conducted this performance audit from March 2019 to December
2019 in accordance with generally accepted government auditing
standards. Those standards require that we plan and perform the audit to
obtain sufficient, appropriate evidence to provide a reasonable basis for
our findings and conclusions based on our audit objectives. We believe
that the evidence obtained provides a reasonable basis for our findings
and conclusions based on our audit objectives.

2The Competition in Contracting Act of 1984 requires agencies to obtain full and open
competition through the use of competitive procedures in their procurement activities
unless otherwise authorized in law. See Pub. L. No. 98-369, § 2701, codified at 41 U.S.C.
§ 3301 and 10 U.S.C. §2304.

3The federal acquisition regulation requires that contracting officers promote and provide

for full and open competition in soliciting offers and awarding government contracts. See
FAR § 2.101; FAR subpart 6.1.
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Appendix |I: Description of
Projects Receiving
Technology Modernization
Fund Awards, as of August
2019

As of August 31, 2019, seven projects had been awarded funding from
the Technology Modernization Fund (TMF)." Once an award had been
made, TMF funds were distributed to project teams incrementally based
on each project’s performance against the milestones established in the
project’s written agreement. These seven projects had received
incremental funding of approximately $37.65 million and, of that amount,
had obligated $18.05 million towards project implementation.

The following description of each of the seven projects includes an
overview of the awarded project, funding transfer, and project status
information as of August 31, 2019, and how the project intends to repay
the funds awarded.

Department of Agriculture’s Farmers.Gov Portal Project

The Department of Agriculture’s (Agriculture) Farmers.Gov Portal project
is intended to help update and modernize conservation financial
assistance and payment operations within the department’s Farm Service
Agency and National Resources Conservation Service. These two
agencies provide financial and technical assistance to farmers and
ranchers through related conservation programs. While separately
authorized and appropriated, the programs share common customers and
also share interconnected systems. The project is intended to work to
reengineer related financial assistance business processes at these

1In October 2019, the Technology Modernization Board announced that it had awarded $4
million in TMF funding to the U.S. Equal Employment Opportunity Commission and $8
million to Agriculture.
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agencies and update the agencies’ legacy systems so that the systems
can be properly connected with the department’s common financial
system.

Due to changes to the project’s schedule, an official responsible for the
management of the Farmers.Gov Portal project reported that the agency
plans to delay requesting the remaining balance of $6 million in awarded
funds from the Technology Modernization Board until fiscal year 2020.
Figure 3 provides a summary of the Farmers.Gov Portal project.

Figure 3: Department of Agriculture’s Farmers.Gov Portal Technology
Modernization Fund Project, as of August 31, 2019

Department of Agriculture (Agriculture)

Farmers.Gov Portal Project US DA
.

Start date: September 2018 =
Planned completion date: December 2020

Technology Modernization Fund (TMF) fund transfer
Awarded by Technology Modernization Board: June 2018
TMF repayment period: 5 years
Year TMF is to be repaid in full: 2025

Total awarded: $10 million Total administrative fee: $300,000

— Amount distributed:
$4 mil

Fund repayment
made: $100,000

Fee repaid: $3,000

Amount obligated:
$3.27 mil

$297,000

Remaining balance:

$.73 mil <
Remaining fee balance

Source: GAO analysis of Agriculture TMF documentation as of August 31, 2019. | GAO-20-3
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Officials from the Farmers.Gov Portal project reported that the
department intends to repay the TMF funds awarded using annual
appropriations from each of the two agencies involved in the project.

Agriculture’s Infrastructure Optimization Project

Agriculture’s Infrastructure Optimization project, managed by the Office of
the Chief Information Officer (CIO), was originally intended to migrate 10
applications within the department to cloud services by the end of fiscal
year 2019. However, officials responsible for the management of the
project reported that they began working with the TMF Program
Management Office to make changes to the project’s scope in June 2019,
changing which applications would be migrated and reducing the number
of applications to be migrated to one. Officials reported that the project
now intends to migrate the Farm Production and Conservation’s
Emergency Watershed Protection Program to cloud services but has not
yet determined when the project will be completed. The program helps
landowners, operators, and individuals to implement emergency
measures after a natural disaster in order to help relieve imminent
hazards to their life or property.

Due to the change in scope for the project, officials responsible for the
management of the Infrastructure Optimization project reported that
planned to request a total of $500,000 for the project from the Technology
Modernization Board ($4.5 million less than the original award amount).
As a result of this change in scope, officials reported that the repayment
period, administrative fee, and the time frames for repaying the
transferred amount and associated fee, was being reevaluated by the
agency. Project officials reported in August 2019 that they planned to
present their revised project plan to the Technology Modernization Board
for consideration and approval. If approved by the board, the project
would likely reduce its administrative fee from $150,000 to $15,000.
Figure 4 provides a summary of the Infrastructure Optimization project.
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Figure 4: Department of Agriculture’s Infrastructure Optimization Technology
Modernization Fund Project, as of August 31, 2019

Department of Agriculture (Agriculture)

Infrastructure Optimization Project US DA
.

Start date: October 2018 ==
Planned completion date: Under reevaluation

Technology Modernization Fund (TMF) fund transfer

Awarded by Technology Modernization Board: October 2018
TMF repayment period: Under reevaluation
Year TMF is to be repaid in full: Under reevaluation

Total awarded: $5 million ) Total administrative fee:
Under reevaluation

Amount
distributed:
$500,000

Fee payment: Under reevaluation
Fund repayment: Under reevaluation

Source: GAO analysis of Agriculture TMF project documentation as of August 31, 2019. | GAO-20-3

Officials from the Infrastructure Optimization project reported that the
department originally intended to repay the TMF awarded funds by using
the planned cost savings and avoidances accrued from not having to pay
the costs for the maintenance of these 10 applications. In fiscal year
2018, the department reported spending approximately $4 million to cover
labor costs for maintaining these 10 on-premise applications. However,
project officials reported that, with the change in scope to the project, the
details for how they will repay the awarded funding are currently under
reevaluation.
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Department of Energy’s Enterprise Cloud Email Project

The Department of Energy’s (Energy) Enterprise Cloud Email project,
managed by the Office of the CIO, was originally intended to complete the
consolidation, upgrade, and migration of 26 of the department’s on-
premises email systems to cloud email software as a service by fiscal
year 2021. However, the department made changes to the project’s
scope in February 2019, reducing the number of mailboxes that would be
migrated from approximately 47,080 to 24,531. Officials responsible for
the management of the Enterprise Cloud Email project within Energy’s
Office of the CIO reported that the department was able to migrate 22,549
mailboxes to cloud services using department funds prior to receiving
TMF-awarded funds.

Due to the change in scope for the project, officials from the Enterprise
Cloud Email project reported that they planned to request a total of $7.41
million in funding for the project from the Technology Modernization
Board ($7.80 million less than the original award amount). As a result of
this change in scope, officials reported that the repayment period,
administrative fee, and the time frames for repaying the transferred
amount and associated fee, will change from what was originally
approved by the Technology Modernization Board. Project officials
reported in August 2019 that they intended to present their revised plan to
the Technology Modernization Board for consideration and approval. If
approved by the board, the project would reduce its administrative fee
from $456,510 to $222,406 and would complete the fund repayment in
2024 rather than 2025. Figure 5 provides a summary of the Enterprise
Cloud Email project.
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Figure 5: Department of Energy’s Enterprise Cloud Email Technology
Modernization Fund Project, as of August 31, 2019

Department of Energy (Energy)

Enterprise Cloud Email Project

Start date: May 2019
Planned completion date: July 2020

Technology Modernization Fund (TMF) fund transfer
Awarded by Technology Modernization Board: June 2018
TMF repayment period: 5 years
Year TMF is to be repaid in full: 2025

Total awarded: $15.22 million Total administrative fee: $456,510

Remaining fee balance

Amount distributed:

$2.23 mil $456,345

| Fund repayment
| made: $5,500

Amount obligated: |
$2.23 mil | Fee repaid: $165

|
|
L

Source: GAO analysis of Energy TMF project documentation as of August 31, 2019. | GAO-20-3

Officials from the Enterprise Cloud Email project reported that the
department intends to repay the TMF funds awarded by using the
planned cost savings and avoidances accrued from future operations and
maintenance costs for these email systems. In fiscal year 2018, the
department reported spending approximately $4.78 million to cover
operations and maintenance costs for the 26 on-premise email systems
originally in scope for the project. However, the department could not
provide an update on the operations and maintenance costs for the
current email systems that are to be migrated using TMF funds.
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Department of Housing and Urban Development’s Unisys
Migration Project

The Department of Housing and Urban Development’s (HUD) Unisys
Migration project managed by the Office of the Chief Technology Officer
was originally intended to migrate five of the department’s most critical
business systems? from an on-premise mainframe database to cloud
computing services by the end of fiscal year 2020. These systems help
manage the Federal Housing Administration’s mortgage insurance
program as well as over one hundred HUD grant, subsidy, and loan
programs managed through the Office of the Chief Financial Officer.

Due to delays in awarding contracts for the project, a HUD official
reported that the department had submitted a request to the Technology
Modernization Board in August 2019 for the project to be rebaselined.
The official reported that the project planned to delay requesting the next
disbursement of $5 million from fiscal year 2019 to fiscal year 2020 and
the project is now intended to be completed by March 2021. Figure 6
provides a summary of the Unisys Migration project.

2These five systems include: Computerized Home Underwriting Management System
(CHUMS); Single Family Default Monitoring System (SFDMS); Credit Alert Interactive
Verification Reporting System (CAIVRS); Line of Credit Control System (LOCCS); and
Program Accounting System (PAS).
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Figure 6: Department of Housing and Urban Development’s Unisys Migration
Technology Modernization Fund Project, as of August 31, 2019

Department of Housing and Urban
Development (HUD)

Unisys Migration Project

Start date: June 2018
Planned completion date: March 2021

Technology Modernization Fund (TMF) fund transfer
Awarded by Technology Modernization Board: June 2018
TMF repayment period: 5 years
Year TMF is to be repaid in full: 2025

Total awarded: $20 million Total administrative fee: $600,000

__ Amount distributed: $10 mil

Fund repayment
made: $1 mil

A

$570,000

Amount obligated:
$9.94 mil
¥

Remaining fee balance

Remaining balance: $.06 mil

| Fee repaid: $30,000

Source: GAO analysis of HUD TMF documentation as of August 31, 2019. | GAO-20-3

Officials from the Unisys Migration project reported that the department
intends to repay the TMF funds awarded by using the planned cost
savings accrued from reducing the department’s overall operations and
maintenance costs for these systems. In fiscal year 2018, the department
reported spending approximately $11.6 million in operations and
maintenance contract costs for maintaining these five legacy systems.
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Department of Labor’s Visa Application Transformation
Project

The Department of Labor’s (Labor) Visa Application Transformation
project, managed by the Office of the CIO, is intended to replace a paper-
based labor certification process? for certain types of work visas with an
E-Certification process. The new system is intended to enable the
department to issue a labor certification securely and electronically to
employer applicants, similar to an electronic boarding pass issued by
airlines. In addition, this project is expected to streamline and improve
data accessibility and reporting capabilities by creating a data hub at
Labor. This hub is expected to allow the department to securely transmit
these labor certifications and other necessary documentation to the
Department of Homeland Security’s U.S. Citizenship and Immigration
Service, with an eventual linkage to the Department of Agriculture and the
Department of State. Figure 7 provides a summary of the Visa Application
Transformation project.

3Labor currently uses a paper-based process to issue labor certifications to employer
applicants for certain types of work visas. The process requires printing the certifications
on blue security paper in dedicated printing rooms equipped with specialized printers and
then mailing these certifications to employer applicants by overnight mail. Then, the
employer applicant or their representative must mail the labor certification, along with
other paperwork, to the Department of Homeland Security U.S. Citizenship and
Immigration Services as part of the visa application process.

Page 63 GAO-20-3 Technology Modernization Fund



Appendix lI: Description of Projects Receiving
Technology Modernization Fund Awards, as of
August 2019

. ____________________________________________________________________________|
Figure 7: Department of Labor’s Visa Application Transformation Technology
Modernization Fund Project, as of August 31, 2019

Department of Labor (Labor)

Visa Application Transformation Project

Start date: May 2019
Planned completion date: May 2020

Technology Modernization Fund (TMF) fund transfer
Awarded by Technology Modernization Board: October 2018
TMF repayment period: 5 years
Year TMF is to be repaid in full: 2025

Total awarded: $3.5 million ) Total administrative fee: $105,000

Remaining fee balance

Amount distributed:
$200,000

$105,000

$192,265

Fee payment: To begin in fiscal year 2020

Fund repayment:
To begin in fiscal year 2020

Source: GAO analysis of Labor TMF project documentation as of August 31, 2019. | GAO-20-3

Officials responsible for the management of the Visa Application
Transformation project within the Office of the CIO reported that the
department intends to repay the TMF funds awarded by using the
planned cost savings accrued from eliminating the costs of procuring
security paper and printers for printing the certifications as well as
reduced costs for contractor and federal employee support of the paper
process. In fiscal year 2019, the department reported spending
approximately $1.9 million on these costs for the paper-based process.
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General Services Administration’s Application
Modernization Project

The General Services Administration’s (GSA) Application Modernization
project, managed within the Office of the Chief Technology Officer, is
intended to modernize 11 applications currently using proprietary vendor
technology by converting them to use open source technologies. GSA
currently has 88 applications that are in need of modernization and
intends to use the lessons learned and new capabilities as a repeatable
process that will be used for future migrations of other proprietary
applications to open source technologies. Figure 8 provides a summary of
the Application Modernization project.
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Figure 8: General Services Administration’s Application Modernization Technology
Modernization Fund Project, as of August 31, 2019

General Services Administration (GSA)

Application Modernization Project

Start date: June 2018 G Slf\

Planned completion date: September 2021

Technology Modernization Fund (TMF) fund transfer
Awarded by Technology Modernization Board: October 2018
TMF repayment period: 5 years
Year TMF is to be repaid in full: 2025

Total awarded: $15.00 million Total administrative fee: $449,930

— Amount distributed:
$3.73 mil —‘

Remaining fee balance

r Amount - — — — -

| obligated:

[ $1.76 mil

I

L — — =

Remaining $449,930
balance: $1.97 mil

Fee payment: To begin in fiscal year 2020

Fund repayment: To begin in fiscal year 2020

Source: GAO analysis of GSA TMF project documentation as of August 31, 2019. | GAO-20-3

Officials responsible for managing the Application Modernization project
reported that it intends to repay the TMF funds awarded through: (1) its
existing working capital fund* and (2) the planned cost savings and
avoidances accrued from reducing operations and maintenance costs,
and eliminating hardware and operating system software costs for these
proprietary applications. In fiscal year 2018, the agency reported
spending approximately $23.9 million to cover these costs.

4GSA’s working capital fund is a full cost recovery revolving fund that provides internal
agency customers with administrative shared services. All expenses of the fund are
recovered through reimbursable funding from internal agency customers and from some
external sources, including small agencies and commissions, for services provided.
Information technology management is included among the list of reimbursable services.
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GSA'’'s NewPay Project

The NewPay project, managed within GSA’s Office of the CIO, is
intended to modernize GSA’s payroll system for its 21,000 users and
replace it with a cloud-based software as a service solution. This is
expected to lay the foundation for modernizing federal legacy payroll
systems to a cloud-based solution for approximately 2.1 million federal
civilian employees. Currently, four federal agencies (Agriculture,
Department of Defense, Department of the Interior, and GSA) serve as
payroll providers for federal civilian employees. NewPay also is intended
to encompass time and attendance solutions which are intended to be
implemented in later project phases.

Project officials reported that they originally planned to complete the
migration to NewPay and shut down GSA’s legacy systems by 2023 and
consolidate all other government legacy provider payroll operations into
NewPay. However, officials reported that the strategy for transitioning
other legacy payroll providers to NewPay was revised in mid-summer
2019. Going forward, GSA and the other federal payroll providers plan to
focus on completing the migration of all systems to NewPay prior to
transitioning and consolidating payroll operations within GSA. Project
officials reported that GSA is working with OMB and the other agency
payroll providers to identify funding available for these efforts so that a
new schedule can be developed. Figure 9 provides a summary of the
NewPay project.

Page 67 GAO-20-3 Technology Modernization Fund



Appendix lI: Description of Projects Receiving
Technology Modernization Fund Awards, as of
August 2019

Figure 9: General Services Administration’s NewPay Technology Modernization
Fund Project, as of August 31, 2019

General Services Administration (GSA)

NewPay Project

Start date: June 2019
Planned completion date: September 2024

Technology Modernization Fund (TMF) fund transfer
Awarded by Technology Modernization Board: February 2019
TMF repayment period: 5 years
Year TMF is to be repaid in full: 2024

Total awarded: $20.65 million Total administrative fee: $619,500
— Amount distributed: Remaining
$16.99 mil balance:
$3.66 mil
Amount
obligated:
$660,508

.‘ Remaining fee balance
Remaining balance: $619,500
$16.33 mil

Fee payment: To begin in fiscal year 2020

Fund repayment: To begin in fiscal year 2020

Source: GAO analysis of GSA TMF project documentation as of August 31, 2019. | GAO-20-3

Officials responsible for managing the NewPay project within the Office of
the CIO reported that the agency intends to repay the TMF funds
awarded through subscriptions and fees that federal agencies are to pay
to utilize the software as a service solution and through fees NewPay
intends to collect for serving as a payroll operations provider. In fiscal
year 2018, the four federal agency payroll providers spent approximately
$300 million providing payroll services for approximately 2.1 million
federal civilian employees.
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Appendix IlI: Analysis of Cost
Estimates for Projects
Receiving Technology
Modernization Fund Awards

Agencies submitting full project proposals to the Technology
Modernization Board during phase Il of the proposal process for the
Technology Modernization Fund (TMF) were required to submit
information on the project’s cost estimate and cost savings estimate using
a spreadsheet template (known as appendix B)."

We compared each TMF-funded project team’s estimating methodologies
and documentation to the best practices of a reliable cost estimate
discussed in the GAO Cost Estimating and Assessment Guide.?
According to GAQO’s guidance, a reliable estimate should meet four
characteristics and the specific set of best practices associated with each
of the characteristics. Those four characteristics are:

« Comprehensive: An estimate should include all life cycle costs (from
the program’s inception and design through operations and
maintenance), reflect the current schedule, and have enough detail to
ensure that cost elements are not omitted or double counted.
Specifically, the cost estimate should be based on a product-oriented
work breakdown structure that allows a program to track cost and
schedule by defined deliverables, such as hardware or software
components. In addition, all cost-influencing ground rules and
assumptions should be detailed in the estimate’s documentation.

« Well-documented: An estimate should be thoroughly documented;
describe how it was developed; and include source data, clearly

1As noted previously, the TMF proposal process consisted of two phases. Once an
agency'’s initial proposal was approved by the Technology Modernization Board during
phase |, the agency was invited to submit a full project proposal to the board for
consideration during phase Il.

2GAO, GAO Cost Estimating and Assessment Guide: Best Practices for Developing and
Managing Capital Program Costs, GAO-09-3SP (Washington, D.C.: Mar. 2, 2009).
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detailed calculations and results, and explanations of why particular
estimating methods and references were chosen. Data should be
traced to their source documents.

Accurate: An estimate should be based on historical data or actual
experiences on other comparable programs and an assessment of
most likely costs, and be adjusted properly for inflation. In addition,
the estimate should be updated regularly to reflect significant changes
in the program—such as when schedules or other assumptions
change—and actual costs, so that it should always reflect the current
status.

Credible: An estimate should discuss any limitations of the analysis
because of uncertainty surrounding data or assumptions. In addition,
the estimate should incorporate the results of a sensitivity analysis
(that examine the effects of changing assumptions on the estimate),
and risk and uncertainty analysis (that identifies all of the potential
project risks and assesses how these might affect the cost estimate).
The estimate’s results should be cross-checked, and an independent
cost estimate should be conducted to see whether other estimation
methods produce similar results.

In assessing each project’s estimate against the components of the four
characteristics, we assigned one of five assessment categories:

Not met. The estimate provided no evidence that satisfies any of the
characteristic’s set of best practices.

Minimally met. The estimate provided evidence that satisfies a small
portion of the characteristic’s set of best practices.

Partially met. The estimate provided evidence that satisfies about
half of the characteristic’s set of best practices.

Substantially met. The estimate provided evidence that satisfies a
large portion of the characteristic’s set of best practices.

Met. The estimate provided complete evidence that satisfies the
characteristic’s entire set of best practices.

A cost estimate is considered reliable if the overall assessment ratings for
each of the four characteristics are met or substantially met.

The following discusses in detail our assessment of the seven TMF
awarded projects’ cost estimates.
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Department of Agriculture’s Farmers.Gov Portal Project

Table 10 includes our detailed assessment of the Department of
Agriculture’s (Agriculture) Farmers.Gov Portal project. Based on the
overall assessment ratings for each of the four characteristics,
Agriculture’s project cost estimate is not considered reliable.

________________________________________________________________________________________________________________|
Table 10: Analysis of the Department of Agriculture’s Farmers.Gov Portal Technology Modernization Fund (TMF) Project
Proposal Cost Estimate Using GAO’s Cost Estimating and Assessment Guide

GAO cost estimating characteristic

GAO assessment

Comprehensive

Minimally met. Agency TMF cost estimate documentation included information to
determine the technical baseline. However, not all costs were included in the
project’s cost estimate. In addition, while officials from Agriculture’s Farmers.Gov
Portal project responsible for the development of the estimate reported that the
estimate contained ground rules and assumptions, the documentation provided by
the agency did not contain the ground rules and assumptions used to inform the
estimate. Further, the cost estimate did not have a product-oriented work breakdown
structure.

Well-documented

Partially met. Agency TMF cost estimate documentation included source data used
to develop the cost estimate, as well as the calculations and methodologies used to
derive each element’s cost. In addition, agency TMF cost estimate documentation
demonstrated management approval of the proposal; however, there was no
evidence of management specifically approving the cost estimate. Furthermore,
there was not enough information to determine if the technical baseline was
consistent with the cost estimate.

Accurate

Not met. Agency TMF cost estimate documentation did not describe the cost
estimating methods used to derive each element’s cost and there was no
documentation to support the use of applicable historical data for the estimate in the
appendix. The estimate was also not adjusted for inflation. Officials from
Agriculture’s Farmers.Gov Portal project responsible for the development of the
estimate reported that they intend to update the estimate as part of a fiscal year
2021 budget submission.

Credible

Not met. Agency TMF cost estimate documentation did not include a sensitivity
analysis. In addition, a risk and uncertainty analysis was not conducted and major
cost elements were not cross-checked to see if similar values were found using
different methods. Further, an independent cost estimate was not conducted.

Source: GAO analysis of Department of Agriculture TMF cost estimate documentation as of August 31, 2019. | GAO-20-3

Agriculture’s Infrastructure Optimization Project

Table 11 below includes our detailed assessment of Agriculture’s
Infrastructure Optimization project. Based on the overall assessment
ratings for each of the four characteristics, Agriculture’s project cost
estimate is not considered reliable.
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Table 11: Analysis of the Cost Estimate for the Department of Agriculture’s Infrastructure Optimization Technology
Modernization Fund (TMF) Project Proposal Using GAO’s Cost Estimating and Assessment Guide

GAO cost estimating characteristic GAO assessment

Comprehensive Minimally met. Agency TMF cost estimate documentation included assumptions
and information to determine the technical baseline. However, the documentation
provided indicated that not all costs were included in the project’s cost estimate and
that there was limited information to determine the technical baseline for the
estimate. Further, the cost estimate did not have a product-oriented work breakdown
structure.

Well-documented Partially met. Agency TMF cost estimate documentation contained source data for
the labor estimates. Further, agency TMF cost estimate documentation
demonstrated management approval of the proposal; however, there was no
evidence of management specifically approving the cost estimate. In addition, the
documentation provided did not contain detailed information about the calculations
and methodologies used to derive each element’s cost. Further, there was not
enough information to determine if the technical baseline was consistent with the
cost estimate.

Accurate Minimally met. Agency TMF cost estimate documentation contained no
mathematical errors and was based on historical information from similar projects. In
addition, appendix B did not include any mathematical errors but the estimate was
not adjusted for inflation. Further, because a risk assessment was not done to
calculate a confidence level for the estimate, it is not possible to determine how
likely the estimate is. Officials from Agriculture’s Infrastructure Optimization project
reported that the program was developing a process for future updates.

Credible Not met. Agency TMF cost estimate documentation did not include a sensitivity
analysis. In addition, a risk and uncertainty analysis was not conducted and major
cost elements were not cross-checked to see if similar values were found using
different methods. Further, an independent cost estimate was not conducted.

Source: GAO analysis of Department of Agriculture TMF cost estimate documentation as of August 31, 2019. | GAO-20-3

Department of Energy’s Enterprise Cloud Email Project

Table 12 includes our detailed assessment of the Department of Energy’s
(Energy) Enterprise Cloud Email project. Based on the overall
assessment ratings for each of the four characteristics, Energy’s project
cost estimate is not considered reliable.

Page 72 GAO-20-3 Technology Modernization Fund



Appendix lll: Analysis of Cost Estimates for
Projects Receiving Technology Modernization
Fund Awards

________________________________________________________________________________________________________________________|
Table 12: Analysis of the Department of Energy’s Enterprise Cloud Email Technology Modernization Fund (TMF) Project
Proposal Cost Estimate Using GAO’s Cost Estimating and Assessment Guide

GAO cost estimating characteristic GAO assessment

Comprehensive Partially met. Agency TMF cost estimate documentation contained technical project
information. In addition, an updated cost estimate relied on a work breakdown
structure. However, not all costs were included in the estimate. Further, while
officials from Energy’s Enterprise Cloud Email project responsible for the
development of the estimate reported that the estimate contained ground rules and
assumptions, the documentation did not contain the ground rules and assumptions
used to inform the estimate.

Well-documented Partially met. Agency TMF cost estimate documentation included a description of
the technical baseline, and identified the methodologies used to develop the
estimate. In addition, agency TMF cost estimate documentation demonstrated
management approval of the proposal; however, there was no evidence of
management specifically approving the cost estimate. Further, the estimate did not
describe how the cost values were calculated. In addition, some technical baseline
information could be traced to the estimate. However, while officials in Energy’s
Enterprise Cloud Email project team responsible for developing the estimate
reported that source data used to develop the estimate came from comparable
programs, the rationale was not documented.

Accurate Partially met. Agency TMF cost estimate documentation included a description of
the estimating methodologies, was based on historical data from similar programs,
and had been updated to reflect program changes. However, the estimate was not
adjusted for inflation and appeared to double count license costs. Further, because
a risk assessment was not done to calculate a confidence level for the estimate, it
was not possible to determine how likely the estimate is.

Credible Minimally met. Agency TMF cost estimate documentation included a list of
considered risks and the qualitative impacts the risks would have on the success of
the project. However, these risks were not linked to specific work breakdown
structure elements. In addition, a risk and uncertainty analysis was not conducted
and major cost elements were not cross-checked to see if similar values were found
using different methods. Further, an independent cost estimate was not conducted.

Source: GAO analysis of Department of Energy TMF cost estimate documentation as of August 31, 2019. | GAO-20-3

Department of Housing and Urban Development’s Unisys
Migration Project

Table 13 includes our detailed assessment of the Department of Housing
and Urban Development’s (HUD) Unisys Migration project. Based on the
overall assessment ratings for each of the four characteristics, HUD’s
project cost estimate is not considered reliable.
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Table 13: Analysis of the Department of Housing and Urban Development’s Unisys Migration Technology Modernization Fund
(TMF) Project Proposal Cost Estimate Using GAO’s Cost Estimating and Assessment Guide

GAO cost estimating characteristic GAO assessment

Comprehensive Minimally met. Agency TMF cost estimate documentation included a description of
the technical baseline. However, the estimate did not include a work breakdown
structure, or any ground rules and assumptions. Further, the estimate did not appear
to include government and personnel costs.

Well-documented Minimally met. Agency TMF cost estimate documentation included inflation
adjustments, and used costs from existing contracts. In addition, agency TMF cost
estimate documentation demonstrated management approval of the proposal;
however, there was no evidence of management specifically approving the cost
estimate. The cost estimate did not include any calculations used to derive costs for
each work breakdown structure element, or a description of how the estimate was
prepared. Further, the estimate did not document the source for the estimate.

Accurate Not met. Agency TMF cost estimate documentation provided indicated that the
estimate had been adjusted for inflation. However, because many of the values
were entered manually, it was not possible to check their accuracy. Further,
because a risk assessment was not done to calculate a confidence level for the
estimate, it was not possible to determine how likely the estimate is.

Credible Not met. Agency TMF cost estimate documentation did not include a sensitivity
analysis. In addition, a risk and uncertainty analysis was not conducted and major
cost elements were not cross-checked to see if similar values were found using
different methods. Further, an independent cost estimate was not conducted.

Source: GAO analysis of Department of Housing and Urban Development TMF cost estimate documentation as of August 31, 2019. | GAO-20-3

Department of Labor’s Visa Application Transformation
Project

Table 14 includes our detailed assessment of the Department of Labor’s
(Labor) Visa Application Transformation project. Based on the overall
assessment ratings for each of the four characteristics, Labor’s project
cost estimate is not considered reliable.

|
Table 14: Analysis of the Department of Labor’s Visa Application Transformation Technology Modernization Fund (TMF)
Project Proposal Cost Estimate Using GAO’s Cost Estimating and Assessment Guide

GAO cost estimating characteristic GAO assessment

Comprehensive Minimally met. Agency TMF cost estimate documentation included some costs.
However, the cost estimate was based on a high-level milestone work breakdown
structure and did not include ground rules or assumptions. Further, the estimate did
not have a product-oriented or work-oriented work breakdown structure.
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GAO cost estimating characteristic GAO assessment

Well-documented Minimally met. Agency TMF cost estimate documentation demonstrated
management approval of the proposal; however, there was no evidence of
management specifically approving the cost estimate. There is no documentation
identifying the source data or a normalization process. In addition, the
documentation does not show the methodology or calculations used to derive the
estimate. Further, there is not enough documentation to determine if the technical
baseline is consistent with the cost estimate.

Accurate Minimally met. Agency TMF cost estimate documentation included a description of
the methodology used to develop the costs, was based on historical data from
similar projects, and had been updated to reflect changes to the project’s scope.
However, inflation was not considered. Further, because a risk assessment was not
done to calculate a confidence level for the estimate, it was not possible to
determine how likely the estimate is.

Credible Not met. Agency TMF cost estimate documentation did not include a sensitivity
analysis. In addition, a risk and uncertainty analysis was not conducted and major
cost elements were not cross-checked to see if similar values were found using
different methods. Further, an independent cost estimate was not conducted.

Source: GAO analysis of Department of Labor TMF cost estimate documentation as of August 31, 2019. | GAO-20-3

General Services Administration’s Application
Modernization Project

Table 15 includes our detailed assessment of the General Services
Administration’s (GSA) Application Modernization project. Based on the
overall assessment ratings for each of the four characteristics, GSA’s
project cost estimate is not considered reliable.

Table 15: Analysis of the General Services Administration’s Application Modernization Technology Modernization Fund (TMF)
Project Proposal Cost Estimate Using GAO’s Cost Estimating and Assessment Guide

GAO cost estimating characteristic GAO assessment

Comprehensive Partially met. Agency TMF cost estimate documentation contained government and
contractor costs as well as a description of the technical baseline and ground rules
and assumptions. However, it was not evident that the risks associated with the
assumptions were considered, and the supporting rationale was not documented. In
addition, the technical baseline documentation had inconsistencies and it was not
clear that the technical baseline description completely defined the program or
contained sufficient detail of the technical characteristics. Further, the estimate also
lacked a single, standardized work breakdown structure and associated dictionary.
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GAO cost estimating characteristic GAO assessment

Well-documented Minimally met. Agency TMF cost estimate documentation contained ground rules
and assumptions and information regarding inflation. However, the documentation
provided did not detail the source data used or demonstrate how the source data
were analyzed. In addition, the documentation did not describe the calculations or
methodology used to derive each element’s cost or clearly tie the cost estimate to
the technical baseline description. Evidence was also not provided that
management specifically approved the actual cost estimate. Further, the
documentation provided did not allow a cost analyst unfamiliar with the program to
understand what was done and replicate the cost estimate.

Accurate Minimally met. Agency TMF cost estimate documentation was based on historical
data from similar projects and was adjusted for inflation. However, no rationale was
provided for the inflation rates used. In addition, the documentation provided did not
describe the methodology used to derive each element’s cost and it was unclear if
the costs had been updated to reflect the change in the project’s scope. We cannot
determine if there are any mathematical errors in the estimate because many values
were entered manually. Further, because a risk assessment was not done to
calculate a confidence level for the estimate, it was not possible to determine how
likely the estimate is.

Credible Minimally met. Agency TMF cost estimate documentation provided indicated that
the agency had performed scenario planning to determine low, medium, and high
cost estimates, which is a form of sensitivity analysis. However, a risk and
uncertainty analysis was not conducted and major cost elements were not cross-
checked to see if similar values were found using different methods. Further, an
independent cost estimate was not conducted.

Source: GAO analysis of General Services Administration TMF cost estimate documentation as of August 31, 2019. | GAO-20-3

GSA’s NewPay Project

Table 16 includes our detailed assessment of GSA’s NewPay project.
Based on the overall assessment ratings for each of the four
characteristics, GSA’s project cost estimate is not considered reliable.

|
Table 16: Analysis of the General Services Administration’s NewPay Technology Modernization Fund (TMF) Project Proposal
Cost Estimate Using GAO’s Cost Estimating and Assessment Guide

GAO cost estimating characteristic GAO assessment

Comprehensive Partially met. Agency TMF cost estimate documentation contained government and
contractor costs as well as a description of the technical baseline, ground rules and
assumptions, and risks. However, it was not evident that the technical description
provided completely defined the program or contained sufficient detail of the
technical characteristics. Further, it was not evident that the risks associated with
the assumptions were considered, and supporting rationale was not documented. In
addition, the estimate lacked a single, standardized work breakdown structure and
associated dictionary.
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GAO cost estimating characteristic

GAO assessment

Well-documented

Minimally met. Agency TMF cost estimate documentation contained some
assumptions and information regarding inflation. However, documentation did not
detail the source data used or demonstrate how the source data were analyzed. In
addition, the documentation did not describe calculations or methodology used to
derive each element’s cost or clearly tie the cost estimate to the technical baseline
description. Evidence was also not provided that management specifically approved
the actual cost estimate. Further, documentation provided did not allow a cost
analyst unfamiliar with the program to understand what was done and replicate the
cost estimate.

Accurate

Minimally met. Agency TMF cost estimate documentation was based on historical
data from similar projects and adjusted for inflation. However, inflation was not
consistently applied and a rationale was not provided for the rates used. In addition,
the documentation provided did not describe the cost estimating methods used to
derive each element’s cost. The cost estimate had also not been updated to reflect
program changes. We cannot determine if there are any mathematical errors in the
estimate because many values were entered manually. Further, because a risk
assessment was not done to calculate a confidence level for the estimate, it was not
possible to determine how likely the cost estimate is.

Credible

Not met. Agency TMF cost estimate documentation did not include a sensitivity
analysis. In addition, a risk and uncertainty analysis was not conducted and major
cost elements were not cross-checked to see if similar values were found using
different methods. Further, an independent cost estimate was not conducted.

Source: GAO analysis of General Services Administration TMF cost estimate documentation as of August 31, 2019. | GAO-20-3
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GSA

The Administrator
November 20, 2019

The Honorable Gene L. Dodaro
Camptrolier General of the United States
U.S. Government Accountability Office
441 G Street, NW

Washington, DC 20548

Dear Mr, Dodaro:

The U.S. General Services Administration (3SA) appreciates the opportunity to review
and comment an the Government Accountability Office's draft report titled “Technology
Modernization Fund: OMB and GSA Need to improve Fee Collection and Clarify Cost
Estimating Guidance (GAD-20-3).

As GAD has highlighted in its report “Information Technology: Agencies Need to
Develop Madernization Plans for Critical Legacy Systems" (GAQ-19-471), the Federal
Government currently spends more than $90 billion annually on information technology,
but more than 80 percent of that amount is spent on operating and maintaining legacy
systems. This resuits in agencies continuing to rely an outdated systems that, as GAO
noted, can become more expensive to maintain, more exposed to cybersecurity risks,
and less effective in accomplishing their intended purpose.' Congress established the
Technology Modernization Fund (TMF) to help address this issue, providing agencies
with more flexibility in funding critical modernization projects that move agencies from
outdated legacy systems to more secure, modern platforms. In less than two years of
operations, the Technology Modemization Board {Board) has evaluated approximately
three dozen project proposals totaling more than $450 million in requested funding, and
selected nine projects for funding using a rigorous evaluation process.

The TMF Is operating as intended by Congress—agencies are using the awarded funds
from the TMF for critical modernization projects that will enhance mission perfarmance
and the quality of cilizen-facing applications. For example, as part of their TMF-funded
project the Department of Labor {DOL) has begun issuing digital labar certifications for
H-2A Temporary Agricultural Workers Visa program applications, replacing an outdated
paper-based process with a streamlined, modern, digital experience. Each digital labor
certification will shorten the application process by at least two business days through
eliminating the need for DOL to mail documents ta the applicant and the need for the
applicant to mail those same documents to the Department of Homeland Security U.S.
Citizenship and Immigration Service. As Secretary of Agriculture Sonny Purdue recently
commentad in a statement highlighting actions announced by the DOL, "By streamlining
these processes, DOL is bringing the H-2A pracess into the 21 Century allowing

' GAQ, Information Technology: Agencies Need to Develop Modernization Plans for Critical Legacy
Sysfems, GAQ-19-471 (Washington, D.C.: June 2019).
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farmers to be able to better and cost-effectively advertise for workers they need and fill
out the required forms faster and more efficiently, because no one should have to hire a
lawyer to hire a farm worker.”? This is just one example of the positive change that the
TMF has delivered in its first two years of operations, with more to come as agencies
continue completing milestones in their modemization projects. These technology
modernization projects serve as catalysts for change within their respective agencies
and across the wider Federal Govemnment, transforming the way agencies deliver their
mission services and bringing operations inta the 215 Century.

Moreover, GSA has administered the Fund in full alignment with the requirsments of the
statute. The funding Is issued to agencies in an incremental manner, tied to the
completion of milestones through an established written agreement process. Agencies
are using agile methodologies to implement their projects and, as noted in this GAQ
report, are primarily using full and open competition to procure the services needed. As
part of the ongeing project monitoring, agencies are providing regular status updates to
the TMF Program Management Office (PMO) and the Board. GSA and OMB have
reported publicly on the status of each project on a quarterly basis as required by the
statute on the website TMF.CIO.Gov. And, GSA worked with agencies to collect the first
repayment of transferred amounts and payment of fees, totaling $1,138,685 in
collections in FY 2019. These accomplishments come despite substantial headwinds,
including a lengthy government shutdown that impacted some awarded agencies and
the operations of the Board, and appropriated amounts for FY 2018 and FY 2018 far
below the autharized and requested amounts for the program.

The report contains three recommendations addressed to the Administrator of General
Services:

» The Administrator of General Services should develop and implement a plan with
OMB that outlines the actions needed to fully recover the TMF Program
Management Office’s operating expenses with administrative fee collection in a
timely manner.

» The Administrator of General Services should work with OMB to clarify the
requirement in the TMF guidance that agencies follow the GAQ cost estimating
best practices discussed in this report when developing the proposal cost
estimate.

e The Administrator of General Services should develop detailed guidance for
completing the TMF project cost estimate template, including information on the
data elements and the fields required to be completed, in order to help ensure
the accuracy and completeness of the provided information.

GSA partially concurs with the findings in the draft report and is implementing an action
plan to address the recommendations. Specifically, GSA partially agrees with the first

? USDA, Secretary Perdue Staiement on Administralive Actions to Streamline H-2A Process [Press

Release]. Retrieved from: hitps://www.usda.gov/media/press-releases/2019/09/20/secretary-perdue-
staternent-administrative-actions-streamline-h-2a
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and second recommendations and fully agrees with the third recommendation.
Substantive comments to the first finding are provided below:

1. GSA is concemed that GAQ's discussion of the administrative fee collection
does not clearly acknowledge that GSA is on track to meet the requirement
codified in the statute to maintain the sclvency of the fund. GSA also has
cancems that, because GAQ focused their report extensively on GSA and
OMB's internal target to ensure full cost recovery, reviewers of the report may
mistakenly conclude that the statute requires full cost recovery. While
agresing that more can be done to move the program o full cost recovery,
and maintaining that as the goal for the program, it is essential that reviewers
of the report understand that GSA is operating this program in line with the
requirement of the statute to ensure the solvency of the fund.

2. GSA is equally concemed that GAQ's discussion of the full cost recovery
outlook omits key context. GSA has repeatedly stated that the full cost
recovery target is over the |ifetime of the Fund. The TMF has many unique
attributes, including the ability for agencies to repay the Fund over five years
and the sunset provision that gradually winds down TMF operations aver a
period of years. A focus on short-term cast recovery without including
consideration of the unique features that affect the timing of revenue and
expenses is shortsighted and could lead to incorrect understanding and
undesirable consequences.

3. GSA appreciates that GAO reviewed the operating costs for TMF
administration and determined that the data were sufficiently reliable for GAQ
to report accurately on GSA's operating costs for TMF administration. GSA
believes that GAQ's discussion of the amounts spent for TMF administration
would be improved if GAO had utilized the information provided by GSA
detailing that the costs to support the TMF administration are 97 percent
salaries for the limited staff supporting the Program Management Office and
the associated GSA centralized charges to support the TMF. Without this
context, critical stakeholders might believe that there are painless reductions
that could be made to reduce TMF PMO expenses beyond the actions that
GSA has already taken to keep the TMF PMO operating costs low. There are
no paths to significant reductions in the TMF PMOQ operating costs other than
reductions to the already limited staffing, which would reduce the services
and support that GSA is able to provide to agencies and the Board below
what GSA considers the bare minimum.

Additional substantive comments regarding the second recommendation are also
provided below:

1. As discussed during the report development process, GSA does not sef cost
estimating policy requirements for agencies, and to do so would create
duplication, fragmentation, and overlap with the existing roles and
responsibilities of OMB and agency Chief Information Officers and Chief
Financial Officers. OMB sets overarching guidance for agency cost estimating
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activities in OMB Circular A-11, and agency Chief Information Officers and
Chief Financial Officers set and enforce cost estimating procedures for their
agency under the Federal Information Technology Acquisition Refarm Act
(FITARA) and other overarching policies and regulations.

2. GSA will commit to working with OMB and the Board 1o identify necessary
updates to the cost estimating guidance to agencies applying for TMF funds.
GSA also commits to providing additional information to awarded agencies
regarding the methodology that GAC will use to determine if the agency's
cost estimates and savings estimates are credible during the biannual GAQ
review of the TMF, including providing GAO's Cost Estimating Guide as a
resource for agencies in preparing for GAQ's review,

Technical comments that update and clarify statements in the draft repart are enclosed.
If you have any questions, please contact me at (202) 969-7277 ar Mr. Jeffrey A. Post,

Associate Administrator, Office of Congressional and Intergovernmental Affairs, at (202)
501-0563.

Sincerely,

%rphy

Administrator

Enclosure

cc: Carol C. Harris, Director, Information Technology Management [ssues
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November 20, 2019

The Honorable Gene L. Dodaro Comptroller General of the United States
U.S. Government Accountability Office 441 G Street, NW

Washington, DC 20548 Dear Mr. Dodaro:

The U.S. General Services Administration (GSA) appreciates the opportunity to
review and comment on the Government Accountability Office's draft report titled
"Technology Modernization Fund: OMB and GSA Need to Improve Fee Collection
and Clarify Cost Estimating Guidance (GAO-20-3).

As GAO has highlighted in its report "Information Technology: Agencies Need to
Develop Modernization Plans for Critical Legacy Systems" (GAO-19-471), the
Federal Government currently spends more than $90 billion annually on information
technology, but more than 80 percent of that amount is spent on operating and
maintaining legacy systems. This results in agencies continuing to rely on outdated
systems that, as GAO noted, can become more expensive to maintain, more
exposed to cybersecurity risks, and less effective in accomplishing their intended
purpose.’ Congress established the

Technology Modernization Fund (TMF) to help address this issue, providing
agencies with more flexibility in funding critical modernization projects that move
agencies from outdated legacy systems to more secure, modern platforms. In less
than two years of operations, the Technology Modernization Board (Board) has
evaluated approximately three dozen project proposals totaling more than $450
million in requested funding, and selected nine projects for funding using a rigorous
evaluation process.

The TMF is operating as intended by Congress-agencies are using the awarded
funds from the TMF for critical modernization projects that will enhance mission

1 GAO, Information Technology: Agencies Need ta Develop Modernization Plans far Critical Legacy
Systems, GAO-19-471 (Washington, D.C.: June 2019).
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performance and the quality of citizen-facing applications. For example, as part of
their TMF-funded project the Department of Labor (DOL) has begun issuing digital
labor certifications for H-2A Temporary Agricultural Workers Visa program
applications, replacing an outdated paper-based process with a streamlined,
modern, digital experience. Each digital labor certification will shorten the application
process by at least two business days through eliminating the need for DOL to mail
documents to the applicant and the need for the applicant to mail those same
documents to the Department of Homeland Security U.S. Citizenship and
Immigration Service. As Secretary of Agriculture Sonny Purdue recently commented
in a statement highlighting actions announced by the DOL, "By streamlining these
processes, DOL is bringing the H-2A process into the 21st Century allowing
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farmers to be able to better and cost-effectively advertise for workers they need and
fill out the required forms faster and more efficiently, because no one should have to
hire a lawyer to hire a farm worker."2 This is just one example of the positive change
that the TMF has delivered in its first two years of operations, with more to come as
agencies continue completing milestones in their modernization projects. These
technology modernization projects serve as catalysts for change within their
respective agencies and across the wider Federal Government, transforming the way
agencies deliver their mission services and bringing operations into the 21st Century.

Moreover, GSA has administered the Fund in full alignment with the requirements of
the statute. The funding is issued to agencies in an incremental manner, tied to the
completion of milestones through an established written agreement process.
Agencies are using agile methodologies to implement their projects and, as noted in
this GAO report, are primarily using full and open competition to procure the services
needed. As part of the ongoing project monitoring, agencies are providing regular
status updates to the TMF Program Management Office (PMO) and the Board. GSA
and OMB have reported publicly on the status of each project on a quarterly basis as
required by the statute on the website TMF.CIO.Gov. And, GSA worked with
agencies to collect the first repayment of transferred amounts and payment of fees,
totaling $1,138,665 in collections in FY 2019. These accomplishments come despite
substantial headwinds, including a lengthy government shutdown that impacted
some awarded agencies and the operations of the Board, and appropriated amounts

2 USDA , Secretary Perdue Statement on Administrative Actions to Streamline H-2A Process [Press
Release). Retrieved from: https://www.usda.qov/media/press-releases/20190/ 9/20/secretary-perdue-
statement-administrati'le actions-streamline-h-2.i;l
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for FY 2018 and FY 2019 far below the authorized and requested amounts for the
program.

The report contains three recommendations addressed to the Administrator of
General Services:

o The Administrator of General Services should develop and implement a plan with
OMB that outlines the actions needed to fully recover the TMF Program
Management Office's operating expenses with administrative fee collection in a
timely manner.

e The Administrator of General Services should work with OMB to clarify the
requirement in the TMF guidance that agencies follow the GAO cost estimating
best practices discussed in this report when developing the proposal cost
estimate.

e The Administrator of General Services should develop detailed guidance for
completing the TMF project cost estimate template, including information on the
data elements and the fields required to be completed, in order to help ensure
the accuracy and completeness of the provided information.

GSA partially concurs with the findings in the draft report and is implementing an
action plan to address the recommendations. Specifically, GSA partially agrees with
the first

Page 3

and second recommendations and fully agrees with the third recommendation.
Substantive comments to the first finding are provided below:

1. GSA is concerned that GAQO's discussion of the administrative fee collection does
not clearly acknowledge that GSA is on track to meet the requirement codified in
the statute to maintain the solvency of the fund. GSA also has concerns that,
because GAO focused their report extensively on GSA and OMB's internal target
to ensure full cost recovery, reviewers of the report may mistakenly conclude that
the statute requires full cost recovery. While agreeing that more can be done to
move the program to full cost recovery, and maintaining that as the goal for the
program, it is essential that reviewers of the report understand that GSA is
operating this program in line with the requirement of the statute to ensure the
solvency of the fund.

2. GSA is equally concerned that GAQO's discussion of the full cost recovery outlook
omits key context. GSA has repeatedly stated that the full cost recovery target is
over the lifetime of the Fund. The TMF has many unique attributes, including the
ability for agencies to repay the Fund over five years and the sunset provision
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that gradually winds down TMF operations over a period of years. A focus on
short-term cost recovery without including consideration of the unique features
that affect the timing of revenue and expenses is shortsighted and could lead to
incorrect understanding and undesirable consequences.

GSA appreciates that GAO reviewed the operating costs for TMF administration
and determined that the data were sufficiently reliable for GAO to report
accurately on GSA's operating costs for TMF administration. GSA believes that
GAO's discussion of the amounts spent for TMF administration would be
improved if GAO had utilized the information provided by GSA detailing that the
costs to support the TMF administration are 97 percent salaries for the limited
staff supporting the Program Management Office and the associated GSA
centralized charges to support the TMF. Without this context, critical
stakeholders might believe that there are painless reductions that could be made
to reduce TMF PMO expenses beyond the actions that GSA has already taken to
keep the TMF PMO operating costs low. There are no paths to significant
reductions in the TMF PMO operating costs other than reductions to the already
limited staffing, which would reduce the services and support that GSA is able to
provide to agencies and the Board below what GSA considers the bare
minimum.

Additional substantive comments regarding the second recommendation are also
provided below:

1.

As discussed during the report development process, GSA does not set cost
estimating policy requirements for agencies, and to do so would create
duplication, fragmentation, and overlap with the existing roles and responsibilities
of OMB and agency Chief Information Officers and Chief Financial Officers. OMB
sets overarching guidance for agency cost estimating

Page 4

activities in OMB Circular A-11, and agency Chief Information Officers and Chief
Financial Officers set and enforce cost estimating procedures for their agency under
the Federal Information Technology Acquisition Reform Act (FITARA) and other
overarching policies and regulations.

2. GSA will commit to working with OMB and the Board to identify necessary

updates to the cost estimating guidance to agencies applying for TMF funds.
GSA also commits to providing additional information to awarded agencies
regarding the methodology that GAO will use to determine if the agency's cost
estimates and savings estimates are credible during the biannual GAO review of
the TMF, including providing GAQ's Cost Estimating Guide as a resource for
agencies in preparing for GAO's review.
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Technical comments that update and clarify statements in the draft report are
enclosed. If you have any questions, please contact me at (202) 969-7277 or Mr.
Jeffrey A. Post, Associate Administrator, Office of Congressional and
Intergovernmental Affairs, at (202) 501-0563.

Sincerely,

Emily W. Murphy

Administrator

Enclosure

cc: Carol C. Harris, Director, Information Technology Management Issues
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Office of Management and Budget

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

DEPUTY DIRECTOR November 27, 2019
FOR MANAGEMENT

Ms. Carol Harris

Director, Information Technology Acquisition
Management Issues

U.S. Government Accountability Office

441 G Street, NW

Washington DC 20548

Dear Ms. Harris,

Thank you for the opportunity to review GAO’s draft report entitled Technology
Modernization Fund: OMB and GSA Need to Improve Fee Collection and Clarify Cost
Estimating Guidance for Awarded Projects (GAO-20-3), which concludes GAO’s work
performed under GAO engagement number 103411.

The Technology Modernization Fund (TMF), established by Congress in the
Modernizing Government Technology Act (MGT Act)! is a centralized revolving fund,
overseen by the Technology Modernization Board (Board) that allows agencies to
“reimagine and transform how technology is used to deliver mission and services.” OMB
agrees with Congress that the TMF is a vital initiative to enable the Executive Branch to
more effectively, securely, and quickly replace legacy technology with more effective
modern IT. We appreciate the continued communication with Congress, GAO, Federal
agencies, and the public to highlight the effectiveness of the TMF and how judiciously
and purposefully the fund has been administered and overseen, consistent with the law.

The Office of Management and Budget (OMB) remains concerned with the facts,
characterizations, and opinions in this draft report, as we have previously indicated
during the course of the audit. The draft report unfortunately contains many key
assumptions and recommendations that are, at best, misleading and paints an incomplete
picture of the TMF.

While GAO did engage with OMB twice throughout the course of the audit, once
during the entrance conference and once during an exit conference, we understand that
GAO did engage multiple times with the General Services Administration (GSA)
throughout the audit. Many of the questions would have been better answered by OMB,
whose authorities in the budget, apportionment, and approval process for TMF proposals
could have enabled GAO to state items in the report with greater accuracy. Many of
OMB’s corrections and suggestions offered in the review of the Statement of Facts were
rejected, which we believe further contributes to inaccurate conclusions regarding how
the TMF is administered.

! Pub. L. No. 115-91, National Defense Authorization Act for Fiscal Year 2018, Title X, Subtitle G (§§
1076 through 1078).
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The draft report devotes considerable space to analyzing the administration of the
TMF, including the repayment of funds by agencies to cover the cost of TMF
disbursements and any administrative fees required in the written agreements signed by a
receiving agency and GSA. OMB disagrees with GAO’s characterization of the
repayment process to the TMF and the assumptions about potential insolvency of the
fund. The fact is, the fund is financially solvent and it maintains a positive balance to
cover both administrative costs and additional project awards. Administrative costs are
less than $1 million annually, supported by a small two-person PMO staff. Projects are
beginning to repay as planned, including PMO fees. The primary shortcoming has been
the fact that the TMF has been underfunded by Congress, leading to slower than
anticipated project volume.?

Another significant issue with the draft report is with GAO’s analysis of agency
project costs estimates using GAO’s own Cost Estimating and Assessment Guide (GAO
Guide). GAO repeatedly notes that Federal agencies must follow the GAO Guide when
developing cost estimates for Federal projects. As we informed GAO at every available
opportunity, this is simply untrue. OMB Circular A-113 provides guidance to agencies in
developing estimates, including references to numerous supporting documents that may
assist in the cost estimating and executing process, including — but not based on — GAO’s
Guide. All projects, including those submitted for consideration to the TMF must
follow A-11, not the GAO Guide. OMB respects GAO’s opinions as those of an agency
of a coequal branch of government. However, under the constitutional doctrine of
separation of powers, a Legislative Branch agency cannot bind the Executive Branch.*

The Board then imposes additional requirements for agency submissions,
including authoritative signoff by the Agency Chief Information Officer and Chief
Financial Officer for project schedule and repayment documentation. The unique
characteristics of the TMF, including the ability to fund projects in an incremental
fashion and to adjust project scope and timing of project transfers, means that projects
funded by the TMF are more likely to succeed. It is because of these mechanisms that
projects are able to adjust to circumstances that occur beyond the initial project
assumptions.

2 What the report fails to state is GAO’s own recommendations about the amount of funds Congress should
appropriate to ensure the TMF meets the intent and objectives identified by Congress when they authorized
the fund. Specifically, when testifying under oath on June 26, 2019, Carol Harris (GAO’s Director of
Information Technology Management Issues), when asked about the viability of the TMF and its ability to
execute the mandate of the TMF as Congress intended, states “With fewer funds to award, the TMF cannot
recover as much in their administrative fees,” and when a follow up question asked about the solvency of
the TMF, she further states, that GAO’s “suggestion is for the TMF fund to be fully funded at that
$438,000,000 level to continue the good work that [Federal Chief Information Officer and Chair of the
Board, Suzette Kent] is elaborating on.” See https://oversight.house.gov/legislation/hearings/fitara-80 @
35:00 in the video embedded on the website. OMB agrees with GAO’s suggestion and continues to
encourage Congress to provide the levels of funding for the TMF that have been requested in the
President’s FY 2019 and FY 2020 Budgets so that the TMF can fund more projects and more quickly
recover repayments and administrative fees.

3OMB Circular No. A-11, “Preparation, Submission, and Execution of the Budget,”
https://www.whitehouse.gov/wp-content/uploads/2018/06/a11.pdf.

4 See generally Bowsher v. Synar, 478 U.S. 714 (1986); INS v. Chadha, 462 U.S. 919 (1983).
2
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OMB is confident that the Board takes seriously its responsibilities to make sure
approved projects meet the requirements of the MGT Act, the guiding principles
established by the Board, and to ensure that projects repay all required amounts while
successfully delivering smarter, more secure commercial capabilities to improve citizen
services. Importantly, the Board requires that all approved projects have requirements to
provide information, best practices, playbooks, and other supporting documentation to
empower further technology transformation government-wide. The Board has managed
the TMF both in alignment with industry-wide best practices for iterative, agile financing
for technology projects and, based on the totals above, has been judicious and discerning
in how it invests TMF funds, which was one of Congress’s top priorities when the fund
was established. The Board works with the Administrator of GSA to execute the law.’
To date, the Board has received nearly fifty proposals totaling over $550,000,000 and
approved nine projects from six different agencies totaling nearly $90,000,000 dollars.

OMB will continue to leverage the TMF to drive Administration and
Congressional IT Modernization priorities. We encourage Congress to provide the
necessary funds to the TMF so OMB and GSA can more effectively manage the
legitimate operational issues caused by underfunding the TMF and, most importantly, to
ensure that the TMF will remain a key lever to drive transformational change in citizen
service delivery that taxpayers deserve.

Sincerely,

Margaret Weichert
Deputy Director for Management

5 See https:/tmf.cio.gov/documents/,
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November 27, 2019

Ms. Carol Harris

Director, Information Technology Acquisition Management Issues
U.S. Government Accountability Office 441 G Street, NW
Washington DC 20548 Dear Ms. Harris,

Thank you for the opportunity to review GAQO's draft report entitled Technology
Modernization Fund: OMB and GSA Need to Improve Fee Collection and Clarify Cost
Estimating Guidance for Awarded Projects (GAO-20-3), which concludes GAQO's
work performed under GAO engagement number 103411.

The Technology Modernization Fund (TMF), established by Congress in the
Modernizing Government Technology Act (MGT Act)! is a centralized revolving
fund, overseen by the Technology Modernization Board (Board) that allows agencies
to "reimagine and transform how technology is used to deliver mission and services."
OMB agrees with Congress that the TMF is a vital initiative to enable the Executive
Branch to more effectively, securely, and quickly replace legacy technology with
more effective modem IT. We appreciate the continued communication with
Congress, GAO, Federal agencies, and the public to highlight the effectiveness of
the TMF and how judiciously and purposefully the fund has been administered and
overseen, consistent with the law.

The Office of Management and Budget (OMB) remains concerned with the facts,
characterizations, and opinions in this draft report, as we have previously indicated
during the course of the audit. The draft report unfortunately contains many key
assumptions and recommendations that are, at best, misleading and paints an
incomplete picture of the TMF.

1 Pub. L. No. 115-91, National Defense Authorization Act for Fiscal Year 2018, Title X, Subtitle G (8§
1076 through 1078).
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While GAO did engage with OMB twice throughout the course of the audit, once
during the entrance conference and once during an exit conference, we understand
that GAO did engage multiple times with the General Services Administration (GSA)
throughout the audit. Many of the questions would have been better answered by
OMB, whose authorities in the budget, apportionment, and approval process for TMF
proposals could have enabled GAO to state items in the report with greater
accuracy. Many of OMB's corrections and suggestions offered in the review of the
Statement of Facts were rejected, which we believe further contributes to inaccurate
conclusions regarding how the TMF is administered.
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The draft report devotes considerable space to analyzing the administration of the
TMF, including the repayment of funds by agencies to cover the cost of TMF
disbursements and any administrative fees required in the written agreements signed
by a receiving agency and GSA. OMB disagrees with GAO' s characterization of the
repayment process to the TMF and the assumptions about potential insolvency of
the fund. The fact is, the fund is financially solvent and it maintains a positive balance
to cover both administrative costs and additional project awards. Administrative costs
are less than $1 million annually, supported by a small two-person PMO staff.
Projects are beginning to repay as planned, including PMO fees. The primary
shortcoming has been the fact that the TMF has been underfunded by Congress,
leading to slower than anticipated project volume.2

Another significant issue with the draft report is with GAO's analysis of agency
project costs estimates using GAO's own Cost Estimating and Assessment Guide
(GAO Guide). GAO repeatedly notes that Federal agencies must follow the GAO
Guide when developing cost estimates for Federal projects. As we informed GAO at

2 What the report fails to state is GAO's own recommendations about the amount of funds Congress
should appropriate to ensure the TMF meets the intent and objectives identified by Congress when
they authorized the fund. Specifically, when testifying under oath on June 26, 2019, Carol Harris (GAO'
s Director of Information Technology Management Issues) , when asked about the viability of the TMF
and its ability to execute the mandate of the TMF as Congress intended , states "With fewer funds to
award, the TMF cannot recover as much in their administrative fees," and when a follow up question
asked about the solvency of the TMF, she further states, that GAO' s "suggestion is for the TMF fund
to be fully funded at that $438,000,000 level to continue the good work that [Federal Chiefinformation
Officer and Chair of the Board, Suzette Kent] is elaborating on." See https://oversight.house.gov/legi
slation /hear ings/fitara-80 @ 35:00 in the video embedded on the website . OMB agrees with GAO ' s
suggestion and continues to encourage Congress to provide the levels of funding for the TMF that have
been requested in the President's FY 2019 and FY 2020 Budgets so that the TMF can fund more
projects and more quickly recover repayments and administrative fees.
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every available opportunity, this is simply untrue. OMB Circular A-113 provides
guidance to agencies in developing estimates, including references to numerous
supporting documents that may assist in the cost estimating and executing process,
including- but not based on- GAO' s Guide. All projects, including those submitted for
consideration to the TMF must follow A-11, not the GAO Guide . OMB respects
GAO's opinions as those of an agency of a coequal branch of government. However,
under the constitutional doctrine of separation of powers, a Legislative Branch
agency cannot bind the Executive Branch.4

The Board then imposes additional requirements for agency submissions , including
authoritative signoff by the Agency Chief Information Officer and Chief Financial
Officer for project schedule and repayment documentation. The unique
characteristics of the TMF, including the ability to fund projects in an incremental
fashion and to adjust project scope and timing of project transfers, means that
projects funded by the TMF are more likely to succeed. It is because of these
mechanisms that projects are able to adjust to circumstances that occur beyond the
initial project assumptions.
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OMB is confident that the Board takes seriously its responsibilities to make sure
approved projects meet the requirements of the MGT Act, the guiding principles
established by the Board, and to ensure that projects repay all required amounts
while successfully delivering smarter, more secure commercial capabilities to
improve citizen services. Importantly, the Board requires that all approved projects
have requirements to provide information, best practices, playbooks, and other
supporting documentation to empower further technology transformation
government-wide. The Board has managed the TMF both in alignment with industry-
wide best practices for iterative, agile financing for technology projects and, based on
the totals above, has been judicious and discerning in how it invests TMF funds,
which was one of Congress's top priorities when the fund was established. The
Board works with the Administrator of GSA to execute the law. 3 To date, the Board
has received nearly fifty proposals totaling over $550,000,000 and approved nine
projects from six different agencies totaling nearly $90,000,000 dollars.

3 OMB Circular No. A-11, "Preparation, Submission, and Execution of the Budget," https:/ / www.white
house.gov/ wp-content/ up lo ad s/ 2018/06/a Il.pdf.

4 See generally Bowsher v. Synar, 478 U.S. 714 (1986); JNSv. Chadha, 462 U.S. 919 (1983).

5 See https://tmf.cio.gov/documents/.
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OMB will continue to leverage the TMF to drive Administration and Congressional IT
Modernization priorities. We encourage Congress to provide the necessary funds to
the TMF so OMB and GSA can more effectively manage the legitimate operational
issues caused by underfunding the TMF and, most importantly, to ensure that the
TMF will remain a key lever to drive transformational change in citizen service
delivery that taxpayers deserve.

Sincerely,
Margaret Weichert

Deputy Director for Management
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Appendix VI: Comments from the

Department of Housing and Urban
Development

suentg,
- %

Ms. Carol C. Harris

U.S. Government Accountability Office
441 G Street, NW

Washington, DC 20415

Dear Ms. Harris:

report.

www.hud.gov

;: il :‘% U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
H | l IS WASHINGTON, DC 20410-3000
%, &
Py g
CHIEF INFORMATION OFFICER L% 1 9 2019

Director, Information Technology Acquisition Management Issues

The Department of Housing and Urban Development (HUD) appreciates the opportunity to
review and comment on the draft report for, “Zechnology Modernization Fund”’ (GAO-20-3.

GAO issued HUD no recommendations. HUD has no comments to provide to the draft

Once again, thank you for the opportunity to review and comment on the draft report. If you
have any questions concerning this response, please contact Nancy E. Corsiglia, Deputy Chief
Information Officer, Business and IT Resource Management Office, at (202) 402-4025
(Nancy.E.Corsiglia@hud.gov), or Ebony A. Johnson, Audit Liaison, Audit Compliance Branch, at
(202) 402-2164 (Ebony.A.Johnson@hud.gov).

Sincerely,

L

David Chow
Chief Information Officer

espanolbud.gov
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Text of Appendix VI: Comments from the Department
of Housing and Urban Development

Ms. Carol C. Harris

Director, Information Technology Acquisition Management Issues

U.S. Government Accountability Office 441 G Street, NW

Washington, DC 20415 Dear Ms. Harris:

The Department of Housing and Urban Development (HUD) appreciates the
opportunity to review and comment on the draft report for, "Technology

Modernization Fund" (GAO-20-3.

GAO issued HUD no recommendations. HUD has no comments to provide to the
draft report.

Once again, thank you for the opportunity to review and comment on the draft report.
If you have any questions concerning this response, please contact Nancy E.
Corsiglia, Deputy Chief Information Officer, Business and IT Resource Management
Office, at (202) 402-4025 (Nancy.E.Corsiglia@hud.gov), or Ebony A. Johnson, Audit
Liaison, Audit Compliance Branch, at

(202) 402-2164 (Ebony.A.Johnson@hud.gov).

David Chow

Chief Information Officer
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GAO Contact

Carol C. Harris, (202) 512-4456, or harriscc@gao.gov

Staff Acknowledgments

In addition to the individual named above, the following staff made key
contributions to this report: Dave Hinchman (Assistant Director), Jason
Lee (Assistant Director), Jessica Waselkow (Assistant Director), Chris
Businsky, Jennifer Echard, Emile Ettedgui, Valerie Hopkins (Analyst in
Charge), Anna Irvine, Julia Kennon, Sandra Kerr, James MacAulay,
Priscilla Smith, and Mary Weiland.
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GAQO’s Mission

The Government Accountability Office, the audit, evaluation, and investigative
arm of Congress, exists to support Congress in meeting its constitutional
responsibilities and to help improve the performance and accountability of the
federal government for the American people. GAO examines the use of public
funds; evaluates federal programs and policies; and provides analyses,
recommendations, and other assistance to help Congress make informed
oversight, policy, and funding decisions. GAO’s commitment to good government
is reflected in its core values of accountability, integrity, and reliability.

Obtaining Copies of GAO Reports and Testimony

The fastest and easiest way to obtain copies of GAO documents at no cost is
through our website. Each weekday afternoon, GAO posts on its website newly
released reports, testimony, and correspondence. You can also subscribe to
GAOQ’s email updates to receive notification of newly posted products.

Order by Phone

The price of each GAO publication reflects GAO’s actual cost of production and
distribution and depends on the number of pages in the publication and whether
the publication is printed in color or black and white. Pricing and ordering
information is posted on GAQO’s website, https://www.gao.gov/ordering.htm.

Place orders by calling (202) 512-6000, toll free (866) 801-7077, or
TDD (202) 512-2537.

Orders may be paid for using American Express, Discover Card, MasterCard,
Visa, check, or money order. Call for additional information.

Connect with GAO

Connect with GAO on Facebook, Flickr, Twitter, and YouTube.
Subscribe to our RSS Feeds or Email Updates. Listen to our Podcasts.
Visit GAO on the web at https://www.gao.gov.

To Report Fraud, Waste, and Abuse in Federal
Programs

Contact FraudNet:

Website: https://www.gao.gov/fraudnet/fraudnet.htm

Automated answering system: (800) 424-5454 or (202) 512-7700
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Congressional Relations

Orice Williams Brown, Managing Director, WiliamsO@gao.gov, (202) 512-4400,
U.S. Government Accountability Office, 441 G Street NW, Room 7125,
Washington, DC 20548

Public Affairs

Chuck Young, Managing Director, youngc1@gao.gov, (202) 512-4800
U.S. Government Accountability Office, 441 G Street NW, Room 7149
Washington, DC 20548

Strategic Planning and External Liaison

James-Christian Blockwood, Managing Director, spel@gao.gov, (202) 512-4707
U.S. Government Accountability Office, 441 G Street NW, Room 7814,
Washington, DC 20548
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