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Capital Asset Plan and Justification

Exhibit 300 

PART I: SUMMARY OF PROJECT INFORMATION AND SPENDING

Agency: 
United States Department of Agriculture


Bureau: 
Food and Nutrition Service


Account title:


Account identification code:

Program activity: Food Distribution Division


Name of Project: Food Acquisition Tracking and Entitlement System  

Unique Project Identifier: FATES


This Project is:
 New  _X__ 
Ongoing           

Project/Useful Segment is funded:
Incrementally ___
  Fully _X___ 

Did the Executive/Investment Review Committee approve funding for this project this year?


Yes __X__ No  _____

Did the CFO review the cost goal?   Yes __X__ No  _____

Did the Procurement Executive review the acquisition strategy?  Yes __X__ No  _____

Is this project information technology?    Yes     X     No  ____             

For information technology projects only:

a. 
Is this Project a Financial Management System?  Yes            No  __X__       


If so, does this project address a FFMIA compliance area? Yes ____ No  _____


If so, which compliance area? ___________

b. 
Does this project implement electronic transactions or recordkeeeping 


that is covered by GPEA?  Yes __X__ No  _____


If so, is it included in your GPEA plan (and does not provide 


an electronic option?)   Yes __X__ No  _____


Does the project already provide an electronic option?   Yes ____ No  __X__

c.
Was a privacy impact assessment performed for this project?  Yes __X__ No  _____

d.
Does the security of this project meet the requirements of the Government? 


Information Security Reform Act (GISRA)?      Yes __X__ No  _____

Were any weaknesses identified for this project in the annual program review or independent evaluation?   Yes ____ No  __X__

SUMMARY OF SPENDING FOR PROJECT STAGES


PY‑past year



CY‑current year


(Dollars in millions)
BY‑budget year


PY-1 and

Earlier years 
PY
CY
BY
BY+1
BY+2
BY+3
BY+4
BY+5 

and

Beyond
Total



2001
2002
2003
2004
2005
2006
2007















Planning











    Budget Authority











    Outlays























Full Acquisition  











    Budget Authority

54,613
57,125
7,059,353
23,561,668
23,564,072
23,566,572
12,669,168

90,532,571

    Outlays

54,613
57,125
7,059,353
23,561,668
23,564,072
23,566,572
12,669,168

90,532,571













Total Implementation











    Budget Authority

54,613
57,125
7,059,353
23,561,668
23,564,072
23,566,572
12,669,168

90,532,571

    Outlays

54,613
57,125
7,059,353
23,561,668
23,564,072
23,566,572
12,669,168

90,532,571













Maintenance











    Budget Authority*




7,938
8,176
8,421
8,674

33,209

    Outlays




7,938
8,176
8,421
8,674

33,209













*Budget Authority = Allowance

PART II: JUSTIFICATION AND OTHER INFORMATION
A. Justification

The need for this capital project should be demonstrated by answering the following questions:

(1) How does this investment support your agency’s mission and strategic goals and objectives?

The legacy PCIMS directly supports the Department’s Strategic Plan 2000-2005, AMS Goal 2 Objective 1.9, FSA Goal No. 4 and FNS Goal 2, Objective 2.2 in each agency’s respective Annual Performance Plan as required by the Government Performance and Results Act.  It also supports the Tri-Agency’s procurement and distribution of commodities for disaster relief, domestic and foreign nutrition and feeding programs, surplus removal of commodities, price support programs and the delivery of Foreign Food-Aid under PL-480 and Section 416. 

Legacy PCIMS directly supports the provision of services in the United States and the world by delivering food when and where required.  It directly supports the Secretary of Agriculture’s policy presented to Congress on key Departmental 2001 Budget Objectives of providing food assistance to needy Americans and enhancing customer access and service.

(2) Is this investment included in your agency’s annual performance plan?  Yes

(3) How does this investment support a core or priority function of your agency?

PCIMS directly supports the provision of services in America and the world by delivering food when and where required.  It directly supports the Secretary of Agriculture’s policy presented to Congress on key Departmental 2001 Budget Objectives of providing food assistance to needy Americans and enhancing customer access and service.  

PCIMS is a Tri-Agency system shared by AMS, FSA, and FNS.  It supports the annual acquisition; tracking and distribution of approximately $3.8 billion worth of USDA commodities used in domestic and foreign food assistance programs. FNS Food Distribution Division uses it to manage extensive ordering, entitlement, and distribution processes involving FNS Headquarters, Regional Offices, and State Food Distribution Agencies (SDAs).  AMS and FSA purchase a variety of food products in support of the National School Lunch Program and other Federal domestic and foreign food assistance programs.  FSA purchases and ships $300M (There is legislation in the congress to increase this to $1.2B.) in commodities to foreign recipients in support of the Global Food for Education Program.   These purchases also help to stabilize prices in agricultural commodity markets by balancing supply and demand.  Other major components of the system are used for financial and program management, reporting, and control to track domestic and export commodity requests against purchases and distributions from inventory.

(4) Are there any alternative sources, in the public or private sectors that could perform this function?  If so explain why your agency did not select one of these alternatives.

None are known to have been available at the time the PCIMS initiative was initiated.

(5) How will this investment reduce costs or improve efficiencies?

Long term continued investment in PCIMS would not reduce costs or improve efficiencies because PCIMS is a technological antique.  It must be replaced because it is near the end of its projected life cycle.  If it is not replaced sometime in the immediate future three USDA agencies—FNS, FSA and AMS—will no longer be able to perform one of their critical missions.  Developed in the 1980's, PCIMS architecture is extremely inflexible, resource intensive, and costly.  Current operations and maintenance costs average over $8.2 million per year.  These costs do not include those staff year costs incurred for all the manual processes required to meet current mission needs.  All costs are projected to rise significantly as the legacy system continues to age due to its COBOL language and IDMS database software and the necessity to do more manual processes because the system can not accommodate change without significant expense, whether legislatively mandated or management directed.  Major contributing factors to the need to replace the system in addition to its’ aging are the increasing scarcity of personnel (contractor and government) with the required skills necessary to maintain and modify the legacy system to meet changing and new mission requirements.  PCIMS’ inflexibility is responsible for many of our user community’s problems when new business processes are introduced.  Often, new business practices/processes must be implemented outside of PCIMS to meet time constraints or because the cost to modify the system is not affordable.  These mostly manual processes including significant parts of funds control outside PCIMS create risk of data duplication, excessive resource consumption, data loss and transcription of data incorrectly.  An example of this inflexibility is the situation AMS encountered in tracking $200 million of additional funding Congress recently provided for removal of specialty crops that experienced low prices in 1998 and 1999.  AMS had to be able to show that these additional funds were spent as directed.  However, due to the rigid structure of PCIMS, extensive coding changes would have been necessary to accommodate this new funding source.  Luckily, an older code that had fallen into disuse was available for this purpose.  If it were not, AMS would have been forced to employ some type of labor intensive manual process outside of the system.  A new system, with the features of modern technology, streamlined, commercially orientated business practices, such as electronic commerce will permit these changes to be made as needed with fewer resources.  This will result in reduced operating costs and efficiencies to our external customers and USDA.

B. Program management

Have you assigned a program manager and contracting officer to this Project?

Yes.
Program Manager: Gary Batko

Contracting Officer:  


Contracting Officer’s Representative: John Walter

C. Acquisition strategy

Explain how your acquisition strategy will manage or mitigate project risks.

1. Will you use a single contract or several contracts to accomplish this project?  

A single umbrella contract is in place.  Task orders are written as need against this contract.

If multiple contracts are planned, explain how they are related to each other, and how each supports the project performance goals.


N/A

2. What type(s) of contract will you use (e.g. cost reimbursement, fixed-price, etc)?


Current contract is a level of effort.

3. Will you use financial incentives to motivate contractor performance (e.g. incentive fee, award, etc.)?


No such incentives are in this contract.

4. Will you use competition to select suppliers?

A single umbrella contract is in place.  Task orders are written as need against this contract.  All vendors qualified under the umbrella contract will be eligible to bid on individual task orders.

5.  Will you use commercially available or COTS products, or custom-designed products?

PCIMS is a custom-designed product and as such requires custom products when it is changed.

Alternative analysis and risk management

1. Summarize the results of any lifecycle cost analysis performed for this investment, and describe what alternatives you considered and the underlying assumptions.

Life cycle cost analysis of PCIMS indicates that the costs of maintaining and operating this system will continue to grow culminating in a total life cycle cost in excess of $219 Million by the end of FY2006.

Alternatives considered were to continue the current project or completely replace it.

Key assumptions based on research and analysis are that (1) the PCIMS legacy system based on a custom built Integrated Database Management System (IDMS) can no longer meet agency mission requirements without excessive costs to the government.  (2) Adopting commercial business practices wherever not precluded by law will allow the use of commercial off the shelf software (COTS) that will be more flexible, adaptable, and less expensive. Summarize the results of any benefit/cost return on investment analysis of alternatives.  (3) Life cycle costs were compared for a 10-year reference period. 

2. Summarize the results of any benefit/cost or return on investment analysis of alternatives. (Describe any tangible returns that will benefit your agency even if they are difficult to quantify.)

The estimated additional Life Cycle Cost of the Baseline Alternative is $112,700,000 for the planning period.  These costs include maintenance, enhancements, and changes incurred due to compliance with legislative and other mandatory guidance.  Operations would continue in a mainframe environment.   

The estimated Life Cycle Cost of Alternative 1(Custom Build is $103,200,000.  The legacy system would be phased out.  The replacement would be fully functional in a clustered server web enabled environment at the end of 60 months.  

The estimated Life Cycle Cost of Alternative 2 (Integrate “Best of Breed” COTS and modify only when commercial business practices can not be adopted) ranges from $31,000,000 to $145,000,000.  The legacy system would be phased out and the replacement fully functional in a clustered server web enabled environment by the end of 51 months. 
There is no estimated Life Cycle Cost or estimated implementation period for Alternative 3 (Purchase ERP and modify it only when commercial business practices can not be utilized).  The legacy system would be phased out and the replacement fully functional in a clustered server web based environment.

The estimated Life Cycle Cost of Alternative 4 (Utilize, Application Service Provider (ASP), a Dot Com that provides comprehensive business functions over the Internet) is $110,000,000.  Modify business practices only when commercial B2B practices can not be adopted.  The legacy system would be phased out and the replacement fully functional in a clustered server web based environment by the end of 50 months. 

All technical alternatives, with the exception of the baseline, provide up-graded technology to an open system; web enabled electronic reporting technology and allows for the enhancement of management information.

3. Describe the results of your risk assessment for this project and discuss your plans to eliminate mitigate or manage identified risks. E.g. financial, acquisition, technical.

The project team will reduce risk by: avoiding or isolating custom-designed components to minimize potential adverse consequences on the overall project; using fully tested pilots, simulations, or prototype implementations prior to production; establishing clear measures and accountability for progress; and, securing substantial involvement and buy-in throughout the project from program officials who will use the system.  The Rational Unified Process (RUP) is the Information Engineering methodology that will be employed for the business area analysis and engineering of the replacement.  RUP is new and is used by many Fortune 500 firms.  A Tri-Agency Project Management Team, which provides management to assure consistent reengineering methodology, will manage the project and ensure appropriate techniques are applied, coordinate all ongoing reengineering activities, monitor progress, and report status to the Tri-Agency Management Team and the PCIMS Advisory Council.

The project team will conduct a Risk Profile Assessment (Assessing the Risks of Commercial-Off-The Shelf-Applications, Lessons Learned from the Information Technology Resources Board 12/99), and evaluate the results to assist the project team in understanding the overall level of risk associated with implementing a COTS/ERP software solution.  Strategies will proactively be implemented to reduce and avoid risks identified.  These strategies include conducting preliminary benchmark testing of candidate COTS/ERP packages, using Agency subject matter experts, to early identify potential issues and problems; and, incorporate them into a Request For Proposal (RFP).  Also included will be the Technical Selection Criteria weighted factors for vendor experience and successful implementation of their products in organizations similar to USDA.  Other potential solutions will be evaluated using the appropriate departmental and government criteria.

Technical Risk: The primary technical risk is interfacing the COTS/ERP or other software packages with the legacy CORE Accounting and Tri-Agency Accounting Systems as well as the legacy system data base until migration is complete.

Implementation Risk: A phased parallel implementation of the replacement system is planned to reduce implementation risk.  The legacy and new system’s databases will be linked and parallel operations will occur until the new system is complete.  The Technical Selection Criteria will include weighted factors for vendor implementation history.

Strategic Risk/Business Risk: The main strategic risk of implementing a new system is that the Tri-Agency’s missions of delivering food will not be met.  Also, if Tri-Agency does not implement a new system, the legacy system remains not fully compliant with the Federal Financial Management Information Act (FFMIA).  FFMIA requires agencies to implement and maintain management information systems that comply with federal financial management systems requirements, applicable Federal accounting standards and the U. S. Government Standard General Ledger (SGL) at the transaction level.  The current system will not maintain alignment with Federal Agency Business Architecture.  If the system cannot perform its management and information oversight responsibilities consistent with the needs of the agencies we are not meeting our Department’s business goals and functions.  Upgrading the technology to an open system will mitigate these risks and provide web enabled electronic reporting technology to enhance management of the information and interaction with the agencies thereby strengthening the capability and ability to meet customer needs.

Project Management/Organization Risk: The project management has limited COTS or ERP procurement experience.  Contractor support services are planned for procurement activity support and will work closely with the Contracting Officer.  Also, an Independent Validation and Verification (IV&V) contractor will be acquired to ensure adherence to the project plan.  To further reduce risk to USDA and the vendors, the business requirements were reaffirmed with the users, a vendor market survey and a vendor product demonstration were conducted..  Benchmark testing using scenarios based on the user requirements will be conducted.  All these activities help to mitigate risks identified in COTS/ERP or other solution procurement.  

Human Element Risk: To  ensure that users will be satisfied with the COTS/ ERP or other solution, activities such as user vendor product demonstrations, benchmark testing with user involvement and debriefing the user group after each activity are planned.

Economic/Financing Risk: FATES is dependent on USDA funding.  AMS, FNS, and FSA have identified a replacement system as a priority initiative.  

Security Risk: All aspects of current USDA Security Requirements will be addressed in the RFP, the Technical Selection Criteria and incorporated in the FATES Security Plan. Information security is an evolving technology and the Security Plan will be enhanced and modified as more technology and guidelines are available.  Project management will ensure security controls are in place and that automated scanning and testing tools are used to identify and eliminate vulnerabilities.  Project management will utilize best practices such as firewalls, the latest encryption software and related technology.   The security requirements will be implemented with the first and each successive phase of the replacement system.

Project Cost, Size, and Resource Requirements: The replacement system is an USDA multi-agency initiative and the scope and cost of the initiative is relatively small when compared to the significantly enhanced level of customer service provided.  In addition, significant reductions in operating and enhancement costs due to the new technology incorporated in the system are anticipated.  A preliminary Benefit Cost Analysis was conducted for and the return on investment indicates it is economical as an information technology investment.  Government, support service contractor, and vendor support human resources are needed for the implementation.  The Tri-Agency has extensive experience in successfully utilizing support service contractors so that is a minimal risk factor.  Vendor support service history evaluation will be built into the RFP and the Technical Selection Criteria and Cost Evaluation.

Contract/Acquisition: A risk assessment with the Contracting Officer will be completed as soon, as is possible.  The project team has studied the GAO Procurement Best Practices to glean successful strategies from other government agencies. 

4. For IT, explain replaced system savings and savings recovery schedule.

A full Benefit Cost Analysis is in process.  Preliminary analysis indicates that a replacement is economical to implement based on significant operation and maintenance savings (average $7M per year after full implementation under at least one alternative) that will accrue by replacing the legacy system.

D. Enterprise architecture (IT projects only)
1. Is this project identified in your agency’s enterprise architecture?  If not, why?

No.  It has never been so classified though it is a major program delivery system for USDA.

2. Explain how this project conforms to:

a. your agency’s enterprise architecture; and

The replacement system will be consistent with Federal, agency, and bureau information architectures which integrate agency work processes and information flows with technology to achieve the agency's strategic goals; reflect the agency's technology vision; and specify standards that enable information exchange and resource sharing, while retaining flexibility in the choice of suppliers in the design of local work processes.  The implementation of PCIMS will conform with the Department’s enterprise architecture and includes accessibility to the Agency’s consolidated and centralized financial information and processes.

b. The Federal Enterprise Architecture Framework (FEAF), if used for this project.  If you are not following the FEAF, explain why and describe which framework you are using.

FEAF is being used.
E. Security and privacy (IT projects only)

NOTE:  Referring to security plans or other documents is not adequate.

Discuss the security plan for this project and:

1. demonstrate that the costs of security controls are understood and are explicitly incorporated in the life-cycle planning of the overall system, including the additional costs of employing standards and guidance more stringent than those issued by NIST;

2. demonstrate how the agency ensures that risks are understood and continually assessed;

3. demonstrate how the agency ensures that the security controls are commensurate with the risk and magnitude of harm;

4. identify additional security controls for systems that promote or permit public access, other externally accessible systems, and those that are interconnected with systems over which program officials have little or not control;

5. demonstrate how the agency ensures that effective use of security controls and authentication tools to protect privacy for those systems that promote or permit public access; and

6. Demonstrate how the agency ensures that the handling of personal information is consistent with relevant government-wide and agency policies.

G. Government Paperwork Elimination Act (GPEA) (IT projects only)

If this project supports electronic transactions or record keeping that is covered by GPEA, briefly describe the transaction or record keeping functions and how this investment relates to your agency’s GPEA plan. 

 Identify any OMB Paperwork Reduction Act (PRA) control numbers from information collection that are tied to this investment.

PART III: COST, SCHEDULE, AND PERFORMANCE GOALS

A. Description of performance-based system:

Which performance-based management system will you use to monitor and manage contract or project progress?

FATES was selected by the USDA’s OCIO’s office in December 2000  to Pilot the Balanced Scorecard  process.  Balanced Scorecard is a methodology of performance based measurements for new system development. 
B. Original baseline:

1. Original cost and schedule goals: (What are the major project milestones or events; when will each occur; and what is the estimated cost to accomplish each one?)

An OMB cost/schedule has not yet been established

2. 
What are the measurable performance improvements or efficiencies that you expect to achieve with this project?

Perspectives
Objectives
Measures
Baseline
Target
Actual

Transaction Volume
Equal to or greater than current volume capacities
Daily transaction counts
Current systems’ volumes
Maintain current volume or greater


System Response Time
Provide prompt response to transactions
System clock time for user requests and entry transactions
N/A
“Industry Standard” network response times


User Accessibility
 Increase the availability of the system to users

 Increase number of user sites

 More robust user screens
 Time of system availability

 Number of operating sites

 Screen design
 17 hrs/day

 265 days/year

 HQ main site

 “Green Screens”
 24 / day

365 days/ year

 Hq plus 8 Regions

 GUI with browser




Flexibility and Maintainability
 Ease of database maintenance

 Response times for Change/Enhancement Requests
 Time to update the database

 Turn-around time for system changes
 Current database cycle

 Current CER time
 Reduce time by 10%

 Reduce CER time by 20%


User Friendliness and Usability
Positive system responses to user transactions
 On-line help screens

 Available help desk

 System user surveys
Current number of capable users
Ability for any computer literate user to fully use system


Report generation
Flexible Standard and ad-hoc reports
 Ease of report generation

 Available options for report formats
 Batch run

 Remote requests

 Designated printers
 On-line generated

 Ad hoc as well as standard formats

 Local printer




Interoperability
Open system architecture
Ease and rapidity of exchanging data between state and federal users
Current manual inputs to system and centralized keying stations
Electronic exchange of data


C. Current Baseline:

Current cost and schedule goals are dependent on funding approval.

D. Actual Performance and Variance from baseline goals: 

None

E. Corrective actions:  


None required.
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