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1. Outline of Call #1 Deliverables 

A. GUIDING PRINCIPLES 
The guiding principles deliverables consist of a syndicated list of principles for the future of 
finance within the federal government. rhis list of principles would provide directional 
"must-haves" and will consist of 1-2 pages (as illustrated in Exhi bit I). The gu iding 
principles wi ll include supporting materials including: 

• Underlying principles currently in place within the US government (e.g., centralization of 
common processes such as vendor payments processing) based on interviews and 
workshop with Advisory Group 

• Criteria used to identify and prioritize practices that are most relevant for the US 
Government. Example prioritization criteria: do the practices ( I) address the current 
Federa l Government situation (e.g., s il o-eel view of financial management. lack of 
technology standards) and (2) match the objectives (e.g., promote a universal 
understanding of standard government financial business processes) 

• Principles matching the FIT objecti ves (e.g .. universal understanding of standard 
government financial business processes) 

• Principles followed by other lead ing finance management departments in the private 
sector, state and/or foreign governments 

McKinsey & Company I 2 
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Exhibit 1 - Illustrative guiding principles 

Configuratio 

' People 

. . ... 

-Location anCI
ownership 

-- - ---

Principles 

1 Standard1ze and share processes 11 >80% of customer needs overlap 
2 Elilllna•e paper rework, and errors through automallon fJrSl-lime-oght mlndset and lean pnnciples 
3 Define and agree on the future state for 8-10 major flllallCial management processes that truly matter 
4 Mmm1ze the mterfaces between eod·to-end processes· bul•f they exiSt, manage lhem With spoofic metncs, 

ownership, and taryets 

5 Share standardiZed process and supporlfrV:llechnology (>80% overlap) across agenoes 
6 Agencies agree to a shared process I serviCe 1f the cost <~nd service levels are better than their exisbng 

base~ne 
7 Exemptions to sharing w111 based on an agreed upon cnteria and will cany a •tax• for non compliance 
8 Shared serv!Celi deliver year -over-year 3% redUCIIOn 10 costs 10 order to reta1n Agenctes as consumers 
9 Operate the shared service as a buSN'Iess With lis on Board, members include the shared serv100 lead, Agency 

liaiSOns. and FIT 

10 Adopt standard ERP 'modules' for each financial management process; tmplement vanila packages and 
customiZEI only when necessary 

11 Move towards delivering 3-5 'modules" as a service aaoss all of Federal govemrnent 
12 Reuse best practlce technology at the govemment 8CfOSS agencies 
13 Reduce complexity by rabonahZing overlapping platforms, eliminate interfaces, consolidabng data centers 
14 Self lund 50% ol the modem!zabon 

·-- ~ ---------· - ·-·············-······~-- . -····--·-····---·-· 
15 Adopts commercial mindset (value for investment. customer focus, price for serviCe. etc) 
16 Promote ·enterprise· behaviors via recognlllon, Incentives, and access to opportumty 
17 Match talent to opportunity regardless of current agency affiliation 
18 Invest in capabihty burld1ng and COimlunlcabon 
·····-····------------- ---- -- -- --------·---· ------ ---- ------------------------------19 Establish "natural owners• ol shared processes based on expef11se. capacrty, risk 
20 Agenoes agree to outsource to 3rd parlies (inckld1ng to other government agencies) where vrabihty of 

external executiOn is signifiCant 
21 Match footprilt to location based on cost and ava,labllity of talent 

22 Establish consumer-suppl.er relabonshlps between processes and funcbons only when a dear value 
propos1bon is articulated to the consumer 

23 Adopt two-way, w1n-w1n agreements on financial and non-financial measures to dnve partnersh1p 
24 Manage using 10-20 rnetncs that demonstrate progress against the objectives of effJC1811Cy, effectiVeness. 

1mproved data quality, and transparency 

B. VISION, OBJECTIVES AND STRATEGY DELIVERABLES 

The vision for the future state needs to accomplish t\-\o complementary obj ectives: a) 
describe the future state or the organization so all parties understand the long term 
objecti ves: and b) guide decision making and planning efforts for more immediate phases of 
work along the journey 

The vision, objectives and strategy deliverables consist of three main parts: 

• Set of compelling vision statemen ts to describe the aspiration of the future state. These 
statements. consisting of 1-2 pages (example shown in Exhibit 2) will capture the 
essence or the future state and what the transformation means to the constituents and 
enable actions and decision making 

• Set of "From - To" statements that wi ll rencct the significan t changes needed to 
achieve the vision, developed and captured in 1-2 pages. These statements form the 
objectives that FIT and agencies can usc as a gu idepost for making transformation 
decisions and test whether the vision is meani ngful enough to be converted into actions 

McKinsey & Company I 3 
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• A high-level strategy (e.g., optimal path) for the US Government to migrate from the 
current state to the future state vision. This deliverable. consisting or 1-2 pages. will 
include a recommendation based on the analysis of 3-4 options considered. and a high
level prioritization based on sequence, timing. and value delivered by the major 
components of the transformati on. (Example shown in Exhibit 3) 

Exhibit 2 - Sample vision statement 

Vision statement: Client sample Illustrative 

• We proouce resul's ·pr·Jdu\:tS, serv1ces, and solutions that meet and exceed 
our customers' expectations 

• We dehver what we promis~n·lime, on-schedule, and of consistently high 
quality 

• We drive Change by rethmking the way we do th1ngs today and by pioneering 
the company's ne~t generation of products and serviCeS 

• We are dedicated to ClJstomer serv1ce--from our technology thought 
leadership to the systems and infra~tructure that run the business, we are 
focused on meetmg customer's needs 

• We recognize that our respons1b1ilty is to a raf'lge of stakeholdE!fs-intemal 
and extE!fnal customers and end-users 

• We foster a great working environment, one that celebrates a d1Vers1ty of 
backgrounds, ideds, and skills to encourage creativ1ty and innovation 

• We offer the best opportunity to grow and leam through mentQ(ship, constant 
exposure to new Challenges, and opportuni!Jes fQ( advancement 

• We bnng the right people together In the right way to solve problems. by 
building strong global teams and shanng what we've learned 

• We recognize and reward achievement and nsk-taking, and provide role 
models that embody our values 

• We are one team, made up of individuals with unique talents. Pulling 
together, we can do great things 

McKinsey & Company I 4 
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Exhibit 3 - Sample high-level s trategy (e.g., optimal path) options 

Optimal path options and strategy Ill I v i 

Strategy Economic Bus/Imp Timing of Stakeholder 
Optimal path options Example Alignment Impact Risk Impact Impact 

~--------------~------------~-

1 By business process Transformation of the 
Payments process lor 
Treasury; rollout of 
Payments across other 
agencies (potentially 
leveraging Treasury as a 
service provider) lL -- < 

• '.;;; "i 

""-""L_ 
'"'-'' toJ V ol lilt 

2 By agency Transformation of all fin 
mgmt processes at 

=~r 
+ Treasury starting with 

Payments, followed by GL, 

r + Funds Mgmt, ate. 
~ t 

·~-
... .. 

3 By shared utilities Establish standard offerings 

(owned or certified) 
(utilities) lor infrastructure, 
data management, or 
common applications (e.g., 

=(l.LJJ 
ERP-AP); the shared 
utilities are either owned by 
FIT or recommended by FIT 
lor use by other agencies 

,_, ...... -
0 Unfavorable • Favorablo D Incoming hypolhesls 

() () () 

~ () 

a 
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A. Background and objectives 

I. BACKGROUND 

The government or the Un ited States spends over $ 12 bi Ilion dollar on financial 
management, $8 billion of which arc spent on core accounting and budget execution. 

Exhibit 1: In scope budget breakdown 
Paymon•• Managemenl (AP) 
Ac1Mti8S lhat lead up lo dosbursong 
paymonl• due IO fie public 

Totai$8J4 tnl'lrotl 

lntr•.govemment transfers 
Acll\llhes asSOCialed wolh odenhlyong 
and posl.ng enlries lhat rosulled from 
transa~bons botwoen Federal enttltes 

Total$ 113 mdloon 

Financial System• Support 
ACIIVIIoes assocoaled woth 1he financial 
systems 'llaoruaoned by OCFO 
(includonn both cos1s ol tho systoms 
and salaoios)' 

Total$ 1 524 molflon 

Granls managemenl 
ActiVIhOS dtrectly under tho CFO, 
rolat1ng to grants management 
lunchons1 

Total$ 215 m•lloon 

Shadow finance spend 
Fonance argarvzabon functoon 
restd1ng ·.vuhtn program structure 

Tolal Unlfllown 

Receivable• Management (AR) 
ActMlies assOCiated wolh eslabi!Shing 
and col aclong amounls due lrom lhe 
publiC 

Total$ 383 ""'"on 
Budget Execulion 
ActMhes pertaonong to the use ol 
budgetary resources to comply w•lh 
the enacted budge! 

Total$ t.788miii<OO 

Shored Service Providers (SSPs) 
Payments made 10 federal hnancoal 
managomonl SSPs (e.g FMS, BPO) 

Total$ 1,960 m•lflon' 

Accounling Polley 
ActiVlltOs assoctatod With drafllng and 
tSSUU'9 ltnancml management pohctes 

Total$ 100 n• •on 

Mls·c•tegorlred spend 
Fonanctal managomenl spend mos· 
categonled under program or IT 
spend 

Total Unknown 

Cash Management (Disbursement) 
Aclovobes assocoated wolh making. 
recordong and transmoUng paymenl• 

Total$ 287 "'"'"" 

Flnanclal Reporting 
Ac.trv.bes associated w•th genorahng 
internal and external reports 

Total$ 285 mJIJon 

Audit Support 
AciiYibes associated woth supportong 
the annualllnancial statomont audit' 

Total$ 380 nJJUion 

Budgel Formulation 
ActiVIties associated w1th dovoloptng 
lorocasts ot future tund•ng and 
expenct.lures 

Total$ 882 rTJJI•on 

Generalledgor 
ActiYibes relaled 1o performing 
analysis reconcling tra..actions 
posted, and racordong edtustments lo 
lhe goneralladgor 

Total$ 275 rrJJI•on 

Travel 
ActiVIhes assoctated w1th travel 
obhgat•ons. :\dvances. and payments 

Total$ 30 I m•H•on 

Internal Control 
ActiVIties assoc1ated w11h monltonng, 
unpro\Mg and roport1ng ontornal 
controls (as requ11od by FMFIA)' 

Total$ 395 m•HIOII 

Other 
All other actlVIhes d•roctly undor the 
CFO (o g Procuromenl) 

Total$ 707 ""'""' 
S 8 billion ollotal cost ~om oncludod areas ol hnanclat managemonl spend 

Observations emerg•no quest•ons 
• Shouki scope •nclude olhef areas •n CFO pervu:w (e g Gtants Travel}' 
• Sue at spend tS one dimens100 tor pt'IOt•h.lahon to 0 Intra gowmmentl¥ 

collaciiVely accouflllng aclovol.,. add up to S 1 3 bolhoo tG l FA, Aud~ 
Conlrol) 

1 lr>ctudiH a .twtbitsutOCoaw.d.,.,.th h annual fmMIOalat•emenlaudl by lnilpK101 (kon•rM 11a11 r.deontr-=:torst .. IJIIchU oliN .aurce of l..rdng b,OCFOor 010 lot •~~~ 
2' Qr\fy •Wmt 1~1 •• illde>t h puMe.., olin. OCFO doeti'IO\ ~ ~11 bi-,QI'Id ~ OCFO 
J Qf.,t.l m . .n.gernanl atr'llt.ts ovtu» ~ CX:FO notlncbktd 
4 lndudes coat accauntJng l.::llll'llon auoc~o~tod M1tt accumul.atong ~~ .anddoslnbul11f>9 OfO.,•Z~~'IDn Ar'd proq., costs lot manapmen1 tnJ011mo~~t•on p.•pGel~ 
$ Don not nct.ide $1.813m4hotl n EPA pa-,ments to Fedeu1l 'nlr\011 man•~~ttot SSPIOIIt.qxut 
SOURCf. TumAflf.IJ'S'' OMBorcu1atA ·11 Ed'l•bll~2 200!1 
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Exhibit 2: Breakdown of CFO agency resources 

CF~actagencyresources 

Nt •l r >f 

Conlracws 

[~=~~l 
74,582 

rTE 

1,166 
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r~ 
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c:::::::l 832 

1 .~44 3.062 
4.321 12 9 

APAR GLJ Otsem IGT Audll1 Travol Trans- F1n Others' F1nanaal Budget Total 
Repo<bng burscmont Control acllonal systems mgm1 lormulat1on 

Cost FTEs I execuhon 
accnl 

• Currendy there are - 32.000 ~ employHe (FTEs • contractors) 
- -22% of federal financial managemenl ~ 818 pr0j8CIIId 1o retire within lhe nelll 5 years (•4 3% 

per year), equivafenllo - 1,400 of !he 32,000 employeH projectecllo retire eadl year 
- Of lhe •32K &fl1lloyees, -5,300 (111%) are contractors 

I Include Grants loans Personnel . Procurement. Aud1l JX)I-cy OJG e1c 

SOURCE Team analySIS. OMB Ext·ubt 52 • Year 2009. OPM tet1remen1 prqoct10oa FV '10- 19 

Financial management in the government is inefficient due to lack of standardized 
processes, technology, and lim ited sharing 

• Structurally. the model is dcccntraliLcd with many agencies having separate 
financia l management functions for each bureau. and 25-35% of transaction 
processing is conducted at sub-scale operations 

• P.-ocesses are not standardized across agenc ies. paper heavy. and highly manual. 
v. hich leads agencies to lengthen cycle time for transaction processing 

• O n technology front, the landscape is fragmented with: 

Over 46 core financial systems with multiple instances of at least 3 major 
vendor systems (Oracle, SJ\P and CG I) and homegrown systems 

llighly custom ized implementat ions for transactional financial management 
(e.g .. Payables Management. Receivables Management. General Ledger) 

Lack of coordination in vendor activ ity to control system integrator and 
software costs 

• Financial data is inconsistent across government in terms of accuracy. time I iness 
"" ith unavailability of financia l information at the federal level until quarterly 
submiss ions ofF J\CTS reports by agenc ies. and inconsistent adoption of data 
standards 
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Given loom ing budget cuts in the federal government, there is pressure to 
identify/accelerate initiati ves to launch in the short term to dramatically increase 
efficiency and effectiveness o f financial management. 

There is also a need to identify a long term end-state that enables federal government to 
leap-frog the natural evolution of financial management. 

In order to gain agency buy-in, these initiati ves need to demonstrate bottom line impact 
as well as help achieve some current goals (e.g., improve transparency) 

2. OBJECTIVES 

The objective of thi s project was to develop a strategy for fi nancia l management to 
enable the vis ion deve loped in Project I (contractua lly Ca ll # l ): ''Transfo rm fi nancial 
management to reduce costs, increase transparency, and improve delivery of agencies' 
mission." We are enclos ing fi ve major deli verables that outlines the details behind the 
linancial management strategy: 

1. Business model and conceptual design for government-wide fi nancial management 

2. Short- li st of financial management in itiatives to be launched in the near term 

3. Transformation roadmap for government-wide financia l management. including 
ident ifi cation of potenti al pilots for se lect in iti atives 

4. Refi ned "value at stake" based on opportunities/initiatives identi fied and a hi gh-level 
business case for the next three to five years of th is transformati on 

5. Cri tica l enablers requ ired to support the transformation 

The rest of thi s document is structured around the de li verables outlined above. 

McKinsey & Company I 9 



(b) (4)

(b) (4)



2. INTERVIEWS 

i\s part of th is process. we conducted over 75 interv iews in order to: 

• Get an understanding of financial management in government and in-flight 
initiati ves 

• Gather quantitative and qua li tative information on government fin ancial 
management 

• Val idate our hypotheses on business model and conceptual design 

• Prioritize shot1-term initiatives 

• Develop pragmatic transformation approach based on lessons learned 

Our interview list: 

• Financial management leaders from US government: 

FMS-DMS: Scott Johnson, Brett Smi th, Alyssa Riedl 

FMS- Financial and Budget Reports Directorate: Dave Rebich, Jeff I loge, Julie 
Edwards 

FMS-Collections: Corvelli McDaniel, Michael Mackay, Marshall llenry, Jeff 
Schramek 

DOT-ESC: Marshal Gimpel, Angie Lee, Janet She ll , Bo Peeler, James Davis. 
Jim Thompson, Mike Upton, Nina Boyle. Rodney Sloan, Steve Aube 

Education: Hugh Hurwitz. Jay Hurt, Gary Wood, Connie Davis, Tom Skelly, 
Sarah Mahdavi, Nancy Hoglund 

DOJ: Melinda Morgan, Melinda Miller, Paul Jacobs, Bill Berglie, Letitia Bing, 
Va leria Dungee, Valerie Grant, David Bethea. Ho ll ey O'Brien. Christopher 
Alvarez 

13PD-ARC: Cindy Springer, Kevin Duley. Jackie Petit, Lance Ga iner 

DOI-NBC: Mary Pletcher, Barbara Walters, Michelle Jones 

DOC: Lisa Casias, Theresa Coppolino, Scott Quchl 

OMB: Debra Bond, Andrew Schoenbaeh. Mark Dronficld 

DOD-US Marine Corp: Co l. Karlllackbarth 

USDA - NFC : John White, Randy Speed, Gary Millet, Joe Vitale 
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• Mark Easton from DOD 

• Doug Criscite llo from I IUD 

• Wanda Rogers fi·om FMS 

• Dave Fisher from BTA 

• Chris Smi th from OCJO at USDA 

• David Ri vait from DO r 

• Cindy Springer from BPD-Arc 

• Amy Jl ase ltine from I Ill S 

• Anton Porter fro m FERC 

• Lisa Casias from DOC 

.t. S\'NDICATION SESSIONS 

In order to validate our hypotheses, refine our final deliverab lcs and gather momentum 
and exc itement for pi lots, we conducted several synd ication sessions with the 
fo llowing people wi th 

• DOD: Mark Easton, Rod ney Gregory 

• DOT: Marshal Gimpel, Janet Shell , Angie Lee 

• rRE-BPD-ARC: Cindy Springer 

• TRE-FMS: Scott Johnson, Brett Sm ith, Alyssa Ried l 

• I IUD: Jerry Will iams. Doug Crisc itel lo, David Sidari 

These synd ication sessions enab led us to put together a list of potentia l pilots for short 
term in itiatives. 

5. ALIGNMENT WITH QUESTIONS FROM BPA 

There were multiple questions in the BPA and be low is a guide to the answers to the 
vari ous questions: 
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Questions from BP A Answer and guide to document 

What are the primary Exhibit 13 in " Business model and Conceptua l des ign'' 
functions, systems needed to section outlines the primary functions and the technology 
sati sfy financia l management landscape architecture requ ired to sati sfy financia l 
in government? management in government 

What strategies, tactics, Exhibit 3 1 outlines the strategy fo r the transfo rmation for 
policies and constraints each function and concept 
needed to be taken in 
consideration for each We have also identified four cross-cutting enablers for the 

function? transformati on and they include (a) completing the financial 
management benchmarking launched by the CFO Council , 
(b) Operationa liz ing consistency in core financial data 
definiti ons. (c) adopting risk-based audit poli cies. and (d) 
scaling up model for lean financia l management 

Additiona l details are outlined in ' 'Business model and 
conceptual des ign'' and "Transformation Roadmap" sections 

What are the inter- Exhibit 13 outlines our vis ion for the future technology 
relationships between landscape and the various inter-relationships between 
functions, systems and data systems. 
stores and primary sources of 

·'Business model and conceptual design" section covers thi s informati on nowing? 
question in more detail 

What opportunities exist to 1\s part of our recommendations, we included two initiatives 
change central functions and to scale up function-spec i fie shared services: intra-
lessen agency's burden? governmentals, and collections 

In addition, there ex ists an opportunity to sca le up federal 
shared serv ices providers, which provides end-to-end 
financial management operations services. Nearl y 25-35% of 
transactional financi al management is in sub-scale 
operations, and can be migrated to shared services providers. 

Additional detail is included under initiative "Shared 
services for financial transacti on process ing" which outlines 
the concept and the strategy to enable it 

Which ofthesc functions, Exhibit 64 provides a recommendation of initiative owners, 
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systems and data stores may or which six arc recommended to be owned by Treasury 
be optimally performed by 
Treasury? 

What clements of existing Exhibit 13 outlines the changes in technology landscape and 
funct iOnS should be the modernization recommend for the government to 
modcrni7ed, which clements undertake 
automated? 

What is optimal scope of The optimal scope of se lected functions and systems are 
selected functi ons and defined in the recommended initiatives ("Short-list or 
systems? initiatives" Section). We have provided recommendations in 

the following funct ional areas: Core financial systems. 
Payables Management. Receivables management. Intra-
governmcntals. Shared Services Providers, General Ledger 
and repor1 ing, Cash management. W c also discuss unci llary 
areas to financia l management such as loans and grants 

What service model best We recommend shared technology solutions for invoicing, 
support each or these general ledger, Loan and collatera l information management, 
functions? grant payments as well as core financial management 

systems 

We recommend both a technology and service so lution for 
co llections, intra-governmcntals. 

We also believe that some agencies wou ld benefit from 
outsourcing their financial management to federal shared 
se rvices providers 

What oversight/support Exhibit 63 outlines a governance structu re to govern the 
structure needs to be implementation of thesc initiatives. This governance is 
implemented to inspired by our experience in the private sector and on 
accommodate stakeholders? payroll consolidation effort in government 

What is the appropriate Exhibit 32 outlines a priori tiLed sequence of initiat ives based 
sequence and timing for on ease of implementation and value capture 
major phases of program and 
what arc quick wins? 
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C. Business model and conceptual design 

1. METHODOLOGY 

We used a combined top-down. bottom-up approach to deve lop the business model in 
order to align the business model to the vis ion of federal financial management, while 
ensuring the bus iness model was grounded in data coll ected ti·om interviews. research. 
and best practices. We assessed in- flight initiatives at Treasury and agencies in order to 
set the context for the current state and potential future state. Exhibit 4 ill ustrates our 
approach. 

Exhibit 4: Approach to developing business model and conceptual des ign 

Top down approach 

Vision and principles 

• Address needs of financial 
management 

• Create end-state that 
leapfrogs natural evolution 
of financial management 

Bottom-up approach 

Short-term impact 

• Aspire to increase efficiency 
of financial management 
spend by 20-30% 

• Increase effectiveness of 
overall spend via increased 
transparency 

Public sector best practices 

• Adopt a commercial 
mindset (SLAs, cost focus, 
etc.) 

• Automate interface with 
central reporting system 

US best practices 

• Leverage existing best 
practice solutions within 
government 

• Use case studies (e.g., 
pay.gov) to inform feasibility 

Private sector best practices 

• Automate workflows to 
increase productivity 

• Migrate to common IT 
platforms to reduce 
complexity 

Constraints 

• Limited ability to mandate 
agency adoption 

• Limited funding and 
resources available for 
operations set up 

Subsequently, we compiled data from 1-on- 1 interviews and site visits and identified a 
set of design levers under the fo llowing categories: Process. Technology, 
Configuration/Delivery. and Ownership/Location. See Exhibit 5 for a summary of 
design levers. 
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Exhibit 5: Design levers considered for development of business model 

Likely Increase In economies of scale 

Process 
• What changes to 

proce..;ses woutd 
enablo highest 
impact? 

Agoncy-SpcClflc 
processes 

Demand 
management 

standardrzatron1 

Standard 
outcome-based 
motrrcs for · trke 

processes 

Standard data 
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work flows 

Technology 
• What are technical 

solutiOns that 
enablo h1ghest 
impact? 

Configuration I 
Delivery 
• How to provision 

infrastructure, 
platform, and 
services? 

Ownership/ 
location 
• What's the opumai 

ownership/ 
location structure? 

1 E g standard reporling 

Agency-spec1f1c 
soluuons 

Agency-tailored 
end-to-end stack 

Agency owned 
end-to-end stack 

2 Sharod database: shared data elemenls 

2. CURRENT STATE 

Preferred 
prov1der program 

Common system 
requtrements2 

LOglcat/cluster" 
ownersh1p 

Shared 

V1rtual1zat1on 
(e.g , pfatlorm on 

demand) 

Central federal 
ownersh1p 

Standard 
workflow 

automation 

Exhibit 6: Summary of financia l management functions in scope 

New technology, servtces and consolidation could 
reduce spend and improve performance 
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1\s illustrated in Exhibit 6, there arc seven key functions in financial management that 
are within the purview ofOF IT's modcrniLation efforts. fhesc functional areas 
comprise roughly $6 bil lion of the total $8.2 billion spend annuall y on financial 
management in the government. and arc the primary opportunities for improvement due 
to their transactional nature addressable by OFIT. 

1\. Shared Services Providers 

B. I· inancial Systems Support 

c. Payables Management 

D. Receivables Management 

F. Cash Management 

F. Genera I [.edger/Reporting 

G. I ntra-govcrnmental Transactions 

We have also included short sections on H. Grants and I. Loans as they re late to 
fi nancia l management (though, we ant icipate these efforts to be driven by the LOB). 

Currentl y, these functions arc add ressed by various systems and processes across 
government. Exhibit 7 illustrates the current business model of financia l management in 
government with respect to these functions. 

Exhibit 7: Current State Business Model 
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46 agency specific platforms (Orado. SAP CGI. Savantago lnlor. Homogrown. elc.) 

Receivables 
management1 

Payments, Cash funds 
management' 

Loan management 

Grants management' 

Transacllon Workflow 
(manual) 

Agency GiL 

Custom Interfaces to central systems 

Payables· IPP Rec:elvablea: Pay.gov. 
Cash I.Jnk2 

-----, -------------
Consolidated proprietary and 
budgetary reporllng (GTAS) 
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We found the current business model to lean more towards an agency-driven approach 
to linancial management where many of the core functions are handled individua lly by 
agencies on their own platforms. There is currently some movement to 
community/shared systems and processes, and initiatives in place to unify acti vities 
across government (e.g., GTAS). We believe this is a step in the right direction and set 
out to identify additional opportunities to rebalance the business model in favor of more 
coordinated, shared systems and processes to drive the vision of federal financial 
management. 

Furthermore, we assessed the current technology landscape of financial management in 
gove rnment as illustrated in Exhibit 8. 
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Exh ibit 8: Current State Technology Landscape 
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Similar to the current business model, the current technology landscape is scattered, 
disparate systems across agencies with significant opportunity for consolidati on and 
increase effici ency. Further, data is inconsistent and manua l reconc il iation is required 
across interrelated systems. 

When analyzing the current business model and technology landscape, we identified 
four thematic areas guiding financial management in the government: structure, process, 
technology and data. Our findings relating to these areas are summarized in Exhibit 9. 
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Exhibit 9: Thematic areas of current state of financial management 

Structure 

Process 

Technology 

Data 

• Decentralized model with many agencies with separate financial 
management functions for each bureau 

• 25-35% of transaction processing is conducted at sub-scale operations 

• Paper heavy, highly manual process that lengthens cycle time for 
transaction processing 

• Processes are not standardized across agencies 

• 46 core financial systems with multiple instances of 3 major vendor 
systems (Oracle, SAP and CGI) and homegrown systems 

• Highly customized implementations for transactional financial management 
(e.g., Accounts Payable, Accounts Receivable, General Ledger) 

• Lack of coordination in vendor activity to control system integrator and 
software costs 

• Inconsistent adoption of data standards 

• Unavailability of financial information at the federal level until quarterly 
submissions of FACTS reports by agencies 

We considered the current business model, technology landscape, and thematic areas as 
part of the strategy, tactics, po licies and constra ints for each function when develop ing 
the future bus iness model and conceptual design. 

3. PROPOSED BUSINESS MODEL & FUTURE TECHNOLOGY LANDSCAPE 

When considering the current state and main functional areas, we deve loped our 
hypothesis for a solution using a three-pronged approach to improve financial 
management spend in the government (Exhibit I 0) 
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Exhibit I 0: Three-pronged app.-oach for financia l management 

0 Deploy common • Offer standard off-the shelf solutions for multiple use 

technology solutions • Reduce number of platforms by consolidating systems and 

G Expand shared 
transactional services 

0 
Launch enablers 

offering one instance of each major platform 

• Decrease IT costs by leveraging cloud to increase flexibility, 
availability and speed and move to per-seat-per-year cost 

• Create new shared services where gaps exist 

• Expand shared services where appropriate 

• Facilitate adoption of common technology and shared 
services through common metrics, consistent data, and 
process standardization 

Through analys is o f information guided by our methodology, we defined the future of 
financ ial management across two dimensions: a) a long a continuum of ownership layers 
and b) technology landscape. With these dimensions in mind, we arc enc losing below 
our recommendations 
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Exhibit 11: Draft business model and conceptual design 
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The fi rst layer begins with program and budget-specific functions, which are considered 
agency-spec ific components that arc largely to be retained with in the agency. The next 
layer consists of offerings that are community shared/hybrid, deriving most value from 
economics of scale and speciali zation. Finally. we identified a layer of components that 
arc best unified across government. These components are inherently linked centrall y 
and assist in deli vering on the government' s vis ion of reducing costs and increasing 
transparency in financia l management. Accurate, timely information llow among these 
systems is critica l to linking the layers, and is thus illustrated across all components of 
the conceptual des ign. 

With th is initial hypothes is, the team conducted a series of syndication sess ions with 
leaders across government to validate, improve and refine the proposed business model 
and conceptua l design. The recommended business model and conceptual des ign is 
shown in Exhibit 12. 
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Exhibit 12: Recommended Business Model and Conceptual Design 
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agency speoltc 

Government olf the 
shelf (GOTS), 
CGAC compliant 
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Include standard 
IGT accounbng 
module, Interface to 
shared IGT platform 
be<ng buill 

Once developed, we applied the business model to the current technology landscape 
(Exhibi t· 12 above) to develop a perspective on the future of technology in federal 
ti nancial management. Elements of the business model and conceptual design are 
renected in the future technology landscape as illustrated in Exhibit 13. 
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Exhibit 13: Future Technology Landscape 
Proposed ·l•at'Ves • Shared plartorm ar.ross aoenaes • p,oposed QCvemtr~enl W"de capabtl(y 

Flnancinl f 
Program mgmt 
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processing 
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accounting 
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The proposed conceptual design and technology landscape highlights (i n red) the key 
areas of change from the current state. The systems and interrelationships illustrated are 
a re rresentation of many of the recommended initiati ves described in the Short list of 
financial management initiatives sections in thi s document. 1\l a high level. the future 
landscape will include: 

• Primary systems to sat isfy financial management in government 

Central intragovernmental clearinghouse platform 

Shared bil ling and receivables platform, complemented by co llections too lkit 
(e.g., skip-tracing) 

Central electronic invo icing portal 

Central loans and co llateral data management 

Centralized general ledger 

Shared Grants payment request platform 

• Inter-relationships between functions. systems and data stores and primary sources 
of information nowing: 
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Common data dclinitions in systems to facilitate seamless flow of data 

Agency genera l Ieugers linking directly to centra l genera l ledger 

Link between acquisition, invo icing, pa) ment and billing systems 

Sharing of data in centra l repositories and data warehouses 

Note: diagrams are not meant to he exhaust il>e 

The following section, f.unctional -spec i fie strategies, describes in further dctai I our 
recommended future state lor each or the seven key functi onal areas. 
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4. FUNCTIONAL-SPECIFIC STRATEGIE'; 

A. Shared services providers 

Exhibit 14: Conceptual Diagram for Shared Service Providers 

Current state Potential future state 
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Budget 
Accounts Payable 

tormulaUon 
Baoettta 

Budgtl lntemll Accounts Receivable 
necutkln Control 

Budgtl Cash Management 
tormulatfon 

Budge! Internal 
Administrative execution Control 

• SSP offenng from a combu1a11on of extstu1g 
federal SSPs Extsltng agency operattons 
and new entrants 'e g pnvate sector) 

1 lndu<let.l AP AR 01sbursefnent. General fedget' Intra governmental and travel. f•nanc•al repor11ng mternal control . aud•t suppor1 FTEs , comrnr.tors lrom bh•M 52 
2 Su"O'O aooncy SSPs 000 USDA I II IS. NASA (assumes SSP potont·al rm th1s agency 1s reached) 
3 Com'Tieroal SSPs EPA. DOl (assumes SSP polenbal fat lh•s agenc~ 's reached) 
4 fede,al SSPs OOT. Treasury 001 GSA {assLJnes SSP po1ont1a1 lor thiS agency ,s reac.nea) 

Stratexies spec[fic to shared services provider.\: 

Primary runctions. systems to satisfy financial management in government: 

Payables Management processing 

Receivables Management processing 

General ledger accounting and reporting 

Intragovernmental transactions 

Strategies, tactics, policies and constraints needed to be taken in consideration for each 
function: 

Leverage CfO Counci l benchmarking to establi sh service parameters for SSPs 

Develop standardized orrerings with expected SLAs based on benchmarks 

0 

McKinsey & Company 1 27 



Identify SS Ps to support for sca le-up under "new model'· (transparent prici ng. 
consistent S Ll\ s) 

Refi ne mission/governance of SSPs to a lign with primary acti vities 

Inter-relationships between functi ons, systems and data stores and primary sources of 
information nowing: 

Link SSPs to federal linancial systems seamlessly (e.g .. centra l tr ia l ba lance 
platform. central general ledger) 

Provide interfaces for agency feeder systems (e.g .. grants and loans platforms) 

Supp011 common data definitions (e.g .. CGAC elements) 

Prov ide interfaces to shared government financia l management platforms (e.g .. 
JPP) 

Opportun ities to change centra l functions and lessen agency's burden: 

Payables Management process ing should be moved to shared service prov iders 
where poss ible 

Receivables Management processing should be moved to shared service 
providers where possible 

General ledger accounting and reporting for agencies and departments that do 
not currentl y have at-scale, internal centralized functions should leverage shared 
services and systems 

Elements of existing functions that should be modernized and/or automated: 

Core financial systems used by SSPs should be modernized to an on-demand, 
scalable financia l system 
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B. Financial systems support 

Exhibit 15: Conceptual Diagram foa· Financial Systems Support 

Current state Potential future state 

Agency A 
Ago"'y A ~'"" '""omooo <lood Oracle 10 

Agency G Agency 8 \ 
Homegrown 

Agency C 
Oracle 

SAP4 
Agency C 

SAP 
Agency D Agency D Flnancials 
Momen1um 

Agency E Momentu 

SAP 6 
Agency E m 

Agency F 
Agency F 

f 
SAP4 

Agency 8 
. Accessible securely via web 

Oracle 11 AgencyG . Meets SAS-70 syslem audils 

• Large government TCO • Standard GOTS 1mpternenta!lons 
• Non standard systems • Consolidated tnfrastructure 
• Excess capactty for peak usage penods • On-demand scalability 
• Duplicatton across government 

1 Govo,nment oH·Ihe·sholt defined as a base COTS product With a Federatconfigurot()n 

Primary functions, systems to sat isfy financial management in government: 

Core tinancial systems (e.g .. Oracle. SAP, Momentum) 

Interfaces connecting core systems with feeder and reporting systems 

Anci llary financial management modules (e.g .. iSupplier. Procurement) 

Strategies, tactics, policies and constraints needed to be taken in consideration for each 
function: 

Work with CCB and vendors to define standard core financial systems offerings 
that can be delivered via a cloud 

Negotiate pricing with vendors for SaaS solutions 

Identify/enhance core financial data elements to be included in solution 

Issue gu idance to designate Standard CFS as the defa ult option for future 
upgrades 
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Inter-relationships between functions, systems and data stores and primary sources of 
information flowing: 

Link shared, on-demand systems into agency feeder systems through common 
interfaces (e.g., link to grants and loan systems) 

Suppo11 common data definitions (e.g .. CGAC clements) 

Opportunities to change central functions and lessen agency's burden: 

System hosting and IT infrastructure to be moved to the cloud (via centralized 
or vendor in frastructurc) 

Systems operations & management to be handled by cloud provider 

Elements o f existing functions that should be moderniLed and/or automated: 

Modern ize core financial systems to current versions with vendor support 

Move agencies to standardized, shared, on-demand, sca lable systems over time 

Reduce the number of instances within government 
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C. Payables Management 

Exhibit 16: Conceptual Diagram for Payablcs Management 
Manual Autornatod Workflow .,._. Pau1 point 

Payment and reporting / 

---------------------------------------------------J 
Intake Processing ...-: 

_, \ ~~~;es I Scannmg } 

IOVOICe 

J 
Ema1lcd Manual 
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E-voiclng · - · solution (e.g., . 
IPP) 

Public lacing 

Manual __. Match to PO/ .. 
dispatch Obligation 

Electronic _. 
dispatch 

Lean process to 
s1andard1zo 
workflow and route 
by compleXIty 

Update vendor 
master tCCRI 

Automated 
match to PO/ 

OblirtiOn 

lntograt•on wHh 
CCR 

Intra-agency processing 

Funcl ion-spec(fic strategies 

Check 
receipt ol 

goods 

Checf< 
receipl of 

goods 

Issue 
payment 

Aulomated 
payment 

prep 

: 
lntegral•on wllh 

Do not pay 

Validate 
authonze 
payment 

Validat 
authorize 
paymenl 

Upload 
• payment hlo 

to FMS 

Upload 
• payment hie 

toFMS 

Payment and reporting 

Primary functions, systems to satisfy financ ial management in government: 

Purchase request/Purchase order 

Vendor maintenance 

Receipt/approval of goods/services 

Invo ice receipt, approval, and payment 

Returned payments management 

Payablcs ana lysis 

Payment platform- Internet Payment Platform (IPP) 

Payee database (CCR, Do not pay) 

Strategies, tactics, policies and constraints needed to be taken in consideration for each 
function: 

- Conduct gap analysis of potential IPP so lutions, select solution 
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Launch pi lot with se lect vendors and early adopter agencies 

SocialiLe new vendor in vo icing requ irements to vendor comm uni ty and 
establish migrati on date 

Pilot agencies to mandate 80% vendor adoption by 201 3 

Conduct outreach to enroll additional agencies lo r nex t migrations 

Inter-relationships between functions. systems and data stores and primary sources of 
informati on nowing: 

Validation aga inst government vendor databases (e .g .. CCR) 

Portal must be adaptable to agency and SSP workflow systems 

Support common data definiti ons (e.g .. CGAC clements) 

Coordinate with central co llections (e.g .. Treasury Offset Program) 

Recommended functions. systems, and <.lata stores owned by Treasury: 

Treasury (FMS) owns e- invoicing portal used by vendors requesting payment 

GSA owns centra l data warehouses (e.g .. CCR) 

Elements of ex isting functi ons that should be modernized and/or automated: 

Automate payments workflow though use o f technology and standard processes 

Develop and increase adoption of vendor e- invoicing channels to reduce 
manual. paper processes 
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D. Receivables Management 

Exhibit 17: Conceptual Diagram for Receivables Management 
Shared govt platlorm Shared serv•ces Agency • OMS - Paon poonl 

Billing Aging & Cash receipts Delinquency management / 

------------------------------------------------~ 
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creat1on • 
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New AR service center 

Agency 
1 

• 
!! • 
< Agency 
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"'} crea110n ' 
Bill mailing -+ 

B1ll 
crea110n 

One consolidated 
pla tlorm owned by FMS 

Fum: I ion-spec[fic strategies 

Cash 
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receipts 

1 
r.AUlt INK II 

Pay.gov 

- Ag1ng and 
wnte-off 

management 

Ag1ng and 

-

- write-off -
management 

Cons1s1ent data 
to allow OMS to 
start serv1cing 

ear1ter 

Collections 
0- 180 days 

Collections 
0-90days 

--

-

Referral 
to OMS 

Referral 
to OMS 

T oolk11 available earlier 
on-demand and 

Increased likelihood of 
collect•ons 

OMS 

I 
-

l Tool kll (e.g. 
sk•p trac1ng) 

OMS 

-
Tool kot (e.g 

skop Uac1ng. Job. 
employment 
databases) 

Primary functions, systems to satis fy financial management in government 

Collection and application of receipts 

Billing and invoicing 

Debt Collection, aging 

Delinquency management 

Write off management 

Receivables analysis 

Strategies, tactics, poli cies and constraints needed to be taken in consideration for each 
function : 

- Evaluate and deploy integrated billing & rece ivab les platform (e.g., GSA) 
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Confirm pilot agencies and create pilot migration plan 

Create scale up plan for collections shared service 

Draft co llections gu idance/exec. order to change polic) on de linquent debt (e.g .. 
debt referral from 180 days to 90 da) s) 

Complement billing offering with collections toolkit: e.g .. skip tracing. feeds to 
job, death. bankruptcy databases 

Inter-relationships between functions, systems and data stores and primary sources of 
information flowing: 

Integra te with agency bill creation funct ions 

Link with Treasury receipt information and Treasury offset program to automate 
reconci I iation and co llections 

Validation against central databases (e.g., bankruptcy) 

Support common data definitions (e.g., CGAC clements) 

Opportunities to change central functions and lessen agency's burden: 

Move to ccntra li7ed collections serv ice for transactions taking place after bill 
presentment 

Recommended functions, systems, and data stores owned by Treasury 

Treasury owns central co llections service (e.g .. FMS) 

Treasury owns central data warehouses relating to AR (e.g .. do-not-pay list. 
TRS) 

Elements of ex isting functions that should be moderniLcd and/or automated: 

Billing and rece ivables (including workflow) should employ COTS platforms 
and cross-reference government data warehouses 

Leverage delinquency management too ls within receivables function (e.g .. skip
trac ing) 
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E. Cash management 

Cash management modernizati on is being addressed by a separate FMS/Federa l Reserve 
ini tiative. 

F. General ledger/ reporting 

Exhibit 18: Conceptua l Diagram for General Ledger/Reporting 

Department n IRAS 
Department 3 

i 
Department 2 

Department 1 _. STARS .. 
c Agency A ledger 

8--~ Department --.. GFRS "' Agency B ledger Core FS & 1.) 

Ledger 
Agency C ledger 

~--

Department 1 
Centralll ed Consolidated Agency A ledger 

3--
General ledger financial Department (FMS) statement Agency B ledger Core FS & 

» ledger •Automatic 
(FMS) 

~ Agency C ledger reconciliation 
» •CGAC j 
.l Department 2 compliant 

"' 
•Direct feed for Other 

:.= Agency D ledger 

t 
reports systems and 

j On-Demand reports as 
;) Agency E ledger Core FS & necessary D. 

l edger 

Department 3 

Agency F ledger 

I •ncll~CJH a'"'tomat&d reconoh&ll0f1S for cash balanc ontra oovernrneosars pay'T'Ienll and rece,vabies • Current FMS inollallve 

Func/ ion-spec!fic stratexies 

Primary functions. systems to satisfy linancial management in government 

General ledger acco unting (e.g., central general ledger platform) 

General ledger maintenance and reconciliation (e.g .. centra l general ledger 
platform. central tri al ba lance platform lor reconciliation) 

Cost and revenue allocati on 

Conso lidation and close 

Internal contro l 
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Strat<.:gies. tactics. policies and constra ints needed to be taken in consideration for each 
function: 

Accelerate GT/\S d<.:ployment 

Form core data clements working group to define core attributes for centra l 
general ledger 

Identify pilot agencies for GT/\S and initial migration 

Migrate remaining agencies to GT/\S 

Select and deploy off-the-she If solution for central ledger 

Enforce adoption of common data defin itions 

Leverage shared systems to drive common data 

Use exist ing initiatives as building block 

Issue mandate fo r government-wide adoption by 20 16 

Inter-relationships between functions, systems and data stores and primary sources of 
info rmation flowing: 

Enable automated data flow from agency ledger to central ledger through 
common standards and interfaces 

Support daily Treasury fu nds data feed to central ledger for reconciliation 

Central ledger feeds into central financia l data repository and reporting systems 
(e.g .. GFRS) 

Opportunities to change central functions and lessen agency·s burden: 

Agencies report data to one trial balance platform (GT/\S) rather than multiple 
systems (e.g., IFCS, IR/\S, FACTS I, FACTS II) 

Central general ledger owned and operated by Treasury 

R<.:commended functions. systems. and data stores owned by Treasury: 

Treasury owns central general ledger platform 

Treasury responsible lor central rcp01ting (consol idated fi nancia l statements) 
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Treasury reconciles with agency sub-ledger accounts and provided feedback 
based on payment/receipt data 

Elements of ex isting function s that should be modernized and/or automated : 

Automate internal controls by increasing edit checks during reconciliation 111 

GTAS and central general ledger 

Modernize central trial balance reporting through use of GTAS platform 

Automate preparation of consol idated statements from central general ledger 
using reporting tools (e .g. , llyperion) 

G. lntragovernmental Transactions 

Please refer to FIT IGT Business Case Analysis report for further discussion on 
I ntragovernmenta I Transactions 

H. Grant payments management 

Exhibit 19: Conceptmal diagram for grants payments management 
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3 lndud&.i aulomated post.ng ot transachons to general kldgof and 6tandatdlled payments data for sueamhned report.ng 

0 
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Func/ ion-specific strategies 

Primary functions and systems: 

Payment request intake 

Payment request routing and validation 

Interface with AP systems 

Payment accoun ting (inc luding a llocation to grant accounts) 

Payables analys is 

Grants platforms and systems (e.g .. ASAP.gov, PMS, Grants.gov. central grants 
platform) 

Strategies, tactics. poli cies and constrai nts need to be cons idered: 

Conduct gap ana lys is of potentia l payment request portal s (ASAP.gov. PMS. 
grant program-specific). select so lution 

Design integration with IPP to leverage ex isting payablcs capabilities 

Launch pilot with se lect grant programs and early adopter agencies 

Socialize new grantee payment request requ irements to grantee community and 
establish migration date 

Pi lot agencies to mandate 80% grantee adoption by 20 14 

Inter-re lationships between functi ons. systems and data stores and primary sources of 
in formation nowing 

Validation against grant obli gati ons to prevent over/under payments 

Portal must be adaptable to grant management systems (e.g., G5. GATES) 

Portal must be adaptable to A P linancial systems and support common data 
delinitions (e.g., CGAC) 

Integration with payables platforms (e.g .. Accounts Payable module) 

Areas o f central functions 

Grant payment request portal to be a single, central source for federal grants 
payment requests 

McKinsey & Company 1 38 



Grant payment routing, validation and accounting workflow to be centralized in 
a system and link into agency program systems 

Recommended functions, systems, and data stores owned by Treasury 

Treasury (FMS) owns e- invoicing porta l used by grantees requesting payment 
and the supporting worktlows 

Fum:tional clements to be modernized and/or automated 

Payment request portal 

Payments request workflow systems 

Grants.gov linked with grants management portal to provide automated 
work flow 
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I. Loan information management 

Exhibit 20: Conceptual diagram for loan and collatera l information 
management 

Agency spoc11tc - Shared 
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DelinQUent loans tCAIVRS l ------+ 

Loan 
ongmat1on 

Payment 
processmg 

Closmg P&l 
Collcct1ons 
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scrv1ce mochl1cat1on management moOitormg & 
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Funclion-!~pecijlc strategies 

Primary fu nctions and systems: 

Loan app lication and origination data (e.g. , loan docs) 

Loan payment data 

Loan reporting data 

Loan collatera l data 

Loan custody tracking 

Loan delinquency and co llect ions tracking 

Loan exposure management 

Loan management systems (CI\ IVRS, NSLDS. CLP. LAS) 

0 
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Strategies, tactics. policies and constraints need to be considered: 

Conduct gap analysis or current systems and so lutions (e.g., CAIVRS. NSLDS. 
CLP) and loan data model. select so lution and future-state data model 

Assess information sharing roadblocks including legal restrictions (e.g., The 
Computer Matching and Privacy Protection Act) and agency object ions 

Design integration with CAIVRS and loan management systems 

Launch pilot with se lect loan programs and early adopter agencies to conduct 
controlled experiment 

Evaluate impact of pilot agencies relative to control. develop business case 

SocialiLe business case and impact with cred it community 

Pi lot agenc ies to mandate 50% grantee adoption by 20 14 

Inter-relationsh ips between funct ions, systems and data stores and primary sources of 
information flowing: 

Va lidation against government wide delinquency reco rds. loan management. 
collateral. and custody records 

Adaptability to all loan management systems (e.g .. LAS) 

Portal must be adaptab le to AP fi nancial systems and support common data 
definit ions (e.g .. CGAC) 

Interface with 3nl part) servicers and their hosted systems 

Areas of central function s 

Loan reporting can be performed centra lly or by shared services 

Loan delinquency tracking and management through centra l porta l 

Loan collateral and custody tracking through central systems 

Functional elements to be modernized and/or automated 

Centralized loan information data warehouse 

Central loan collateral and custody li st management 
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D. Short-list of financial management initiatives 

I. METHODOLOGY AND APPROACH 

In tota l, we identified and considered 28 ini tiatives based on their potential alignment 
with the end-state vision for government financial management. Each initiative was 
then assessed, at a high-level, based on total potential impact. feasibil ity and timing. 
Using these factors we prioritized the initiati ves and developed a short- list of high 
potenti al initiatives and consolidated into 3 core groups. 

2. LONG LIST OF INITIATIVES 

The initial li st of 28 initiatives establ ished was created by pulling together observations 
li·01n within government, best practices from the private sector, and ideas crafted by the 
working teams during interviews and workshops. Once a comprehensive I ist was 
amassed each initiative was assessed at a high level, based on total potenti al impact, 
feasibility, and timing. Exhibit 20 contains the mapping of initiati ves along these 
dimensions. 
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Exhibit 2 t: Proposed portfolio initia tives 
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Fmanctal management seMces 
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Goo-consohdauon of finanCkll 
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- Reduced lees pad for crocs.t 
card processing 
.. ConS£Stent •nttlfpretauon of :ludll 
across commumtJes of prachce 

f-3 yrs 

5. Grant payment requesl portal 

Bustness tnte!hgence "~a serviCe 

Streamlined transaclion flow In 
payment processtng lunctiOtlS 

.. Centraltled admll'ltstrattve payments 

• 
8. Shorod services for financial 
transaction services 

• 10. Operallonalltlng conslslency In 
core financial data 

tnr:reased threshold ot capttahzabon ot 
assets 

Pre len ed proVIder prog1a•n 

3-5yrs 

• Government wide f•nanc•al 
management repos•tory 

• lnfrasvucture as a seMce on 
a pnvate government ctou(fl 

• Common contracts fOf flnanc~al 
management soltwaro:seMCes 

5+yrs 

Timing to achieve Impact and ramp up significant adoption 

1 S11•ng bl lr\oba!"'es does 1"1Cl1 nctude '8Q'-'''ed •nvestments 
2 Adc:N•cnal beflef•tS to come tram enhancong credo! p.-ocesses w.1hln govemmenl. and ou1s•de 6nancMI I'Tl:\nagemenl spend 
3 M..11on:y ot opportunt1Y tor .,lraSirvc::ture as a $8f\11(8 comes tram fonanc•ai spend outstde ot scope of fof'l<ll'ICtal mano-uemenl 

3. 11\' ITIATIVE PRIORIT IZATION 

Basis tor selection 

We considered four key factors when down se lecting to the short- list of initiati ves: 

• Large opportunity (>$50M) 

• Rapid impac t or foundati ona l with minimal investment 

• Relative risk and feasibility 

To further validate the list, several areas of input were extracted from the advisory 
group, client interviews, firm experts and working teams: 

• Validation on the opportunity si.l ing and improvement levers 

• Sharpening of the opportunity concepts and va lue propositions for agenc ies 

• Suggestions to make the implementation strategy more pragmatic and tangible. 
including: 
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o Soliciting volunteers for piloting initiatives at your agency or department 

o Validation ofthe impact timing 

• Suggestions on probable critical enablers fo r each initiative. including: 

o Governance: Who should own and oversee? 

o Mandate: Is a mandate required? What type? 

o F unding: What wi ll be the source of funding? Is a spec ial fundin g 
vehicle required? 

In addi tion. key enablers were identified as efforts that would be required to be 
performed in conjunction with the short-list to deliver timely impact. 

Exhi b it 22: Filte rin g to a short list of in it iatives 

28 total 
Initiatives 
considered 

Common technology solutions (5 Initiatives) 
1 Electronic invoicing portal' 
2 Standard core financial systems delivered via cloud 
3 Centralized general ledger 
4. Loan and collateral information management 
5. Grants payment request portal 

Shared lnlnuctlon services (3 lnHiatlves) 
7 Intra-governmental clearinghouse platform' 
8. Centralized collections platform and seiVice 
9. Shared seNices lor financial transaction processing 

Cross-cutting (4 enablers) 
9. Financial management benchmarking' 
10 Operationalizing consistency in core financial data 
11 R1sk·based audit policies 
12. Model for lean financial management 

• Large opportunity (>$50M 1n annual savings) 
• Rapid impact or foundational w1th m1nimal investment 
• Advisory group feedback 
• Feas1b11tty and capac1ty to execute complete portfolio 

• Standardize technology solutions and 
increase flexibility 

• Rationalize the number of platforms 

• Provide standardized and streamlined 
capabili ties by expand1ng/creat1ng 
shared seNice centers 

• Facilitate adoption of common 
technology and shared seiVices through 
common metrics. cons1stent data. and 
process standardization 

1 Not pari or loday·s d1scuss•on: ElectroniC 1nvo•c•ng portal and IGT crear10ghouse platlorm arc addressed on FIT busoness 
cases engagement. F1nancoar managemenl benchmarkong os a currenl CFO-Councol elforl 

The fo ll owing secti on describes in fu rther detai l each of the short- listed in itiatives we 
recommend fo r achiev ing fi nancia l management transformati on in the government. 
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4. INITIATIVE DETAILS 

4. 1 STANDARD CORE FINANCIAL SYSTEMS DELIVERED VIA CLOUD 

C urrent situation 

• The Government conservati vely spends - $ 1.5 8 annuall y on financial systems 
supp01t ed by - 7K FTEs 

There are at least 46 core financial management systems in production today 
with 20 deployed over I 0 yea rs ago (mix of SAP, Oracle. CG I. and numerous 
homegrown systems) 

Significant cost incurred ti·om customi7ed enhancements. custom interfaces, and 
changing requirements; average implementation takes - 4 years 

Concept 

• 11uild a marketplace fo r standardized core fi nancia l management systems that 
allows agencies to migrate to a cloud-based solution rapidly 

Work with 3 key fi nancial management providers (Oracle, CG I, SA P) to stand 
up standardized financ ial management offerings (prov ide requirements, 
negotiate pri cing and service levels, etc.) 

Require so lution to comply with financial reporti ng data standards 

Deli ver the so lutions over a secure government cloud (shared infrastructure) 

Identify target agenc ies (based on size. fi nancia l system refresh stage. and 
interest) and migrate agencies 

Business benefits 

• Savings of $ 170- 190M annually dri ven by eli mination of up-front in vestment 
costs. reduced operations and maintenance costs. and consolidation or operations 

Cost avo idance by migrating to a standard cloud-based system 

- Reduced agency cost of operating core financial systems via system retirement 

Standardized platforms bui lt to meet needs across government lo r core 
accounting processes 

Enhanced support fo r program missions by reducing implementation time from 
4 years to 6- 12 months 
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- Faci litated adopti on o r consistent data standards. reconciliations. and reporting 

Please reference Business model and conceptual design section for the current and 

futu re state model for c loud offering of government core financial systems. 

Exhibit 23: What is cloud computing? 

Cloud is a new computing 
paradigm in which dynamically 
scalable and multi -tenant resources 
are provided as a service 

·Score characteristics 3 "as a service" models 4 deployment models 1 

• On-demand self-service 
(dynamic provisioning) 

• laaS (Infrastructure as a service) • "Private" (on premise 
• PaaS (Platform as a service) or dedicated hosted) 

• Resource pooling • SaaS (Software as a service) 
(hardware abstraction) 

• Broad network access 
(available anytime, anywhere) 

• Rapid elasticity (easily 
scaled up or down) 

• Measured service (opex-or 
usage-based billing) 

• " Public" (off premise, 
multi-tenant) 

• "Hybrid" (part 
Public/part Private) 

• "Community" 
(restricted Public) 
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Exhibit 24: Cloud computing definition 

Cloud computing is a model for enabling convenient, on-demand network access to a shared pool of conflgurable 
comput1ng resources (e.g , networks, servers, storage, applications, and serv1ces) that can be rapidly provisioned and 
released with minimal management effort or service prov1der interaction 

Enterprise archi
tecture layers 

Business 
model/processes 

f .......................................... . ... , ... . ....... D ~;!';~re as a Service 

IT applications 

IT Integration 
platform 

IT infrastructure 
services 

IT Infrastructure 

I .......................... .. 

l ........ ....... ..... ' . ~~==;n.. 
I] Infrastructure as a 

Service (laaS) 

\ .... MOSSO 

• Provision fundamental 
comput1ng resources (e g .. 
processing. storage) to 
deploy and run software 

• Consumer does not manage 
or control the underly1ng 
cloud infrastructure 

• Deploy onto the cloud 
infrastructure consumer· 
crea,.ed or acquired 
applications created using 
programming languages and 
tools supported by the 
prov1der 

4.2 CENTRALIZED GENERAL LEDGEil 

Current s ituation 

.force 

Off the shelf provider's 
applications runn1ng on a 
cloud infrastructure 

• Access1ble from various client 
dev1ces through a th1n client 
interface such as a web 
browser 

• l'he Government spends - $ 1 B in general ledger accounting. reconci liations. 
reporting and interna l contro l 

• The government currently does not have an authoritati ve source of accounting 
information for agency and consolidated financial statement production 

Manual quarterly submissions of budgetary tri al balance data to Treasury 

Manual annua l submiss ions of financial trial balance data to Treasury 

Data submitted to multiple systems 30+ times annually (FACTS I, FACTS II , 
IRAS. IFCS. GFRS) 

Infrequent reconci liations between agenc ies and Treasury (monthly, quarterly or 
annually) 

Consistency of core data elements required for reporting 

Current plans for cen tral trial balance (GTAS) wi ll accept monthly trial balance 
submiss ions from agencies 
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Concept 

• Deploy a government-wide genera l ledger that receives daily trial balance data 
from agencies and serves as authoritative source for conso lidated financial 
statements after adoption of data standards for financ ial reporting 

Build on GTAS efforts to consolidate subm issions to one central platform 

Increase number edit checks aga inst agency trial balance data based on USSGL 
standards 

Receive intra-governmental transactions daily 

Perform dai ly reconci I iations and tri al balance feedback from Treasury to 
agencies 

Adopt consistent interpretati on of core data elements required lor reporting 

Business benefits 

• Savings of - $ 180-220M annually and improved acc uracy in government-wide 
reporting (inclusive of planned GTAS implementation) 

Reduced burden on agencies lo r manual reconci I iations 

Reduction of - 4 reporting systems (e.g .. FACTS I. FACTS II. etc.) 

Reduced burden on agencies to support consolidated reconciliations 

Enable dri lling-down of financial information to improve reconcil ia tion and 
increase transparency 

~.3 LOAN AND COLLATERAL INFORMATION MANAGEMENT 

Current situation 

• 'I he Government has $3 .1 Tin direct loans/guarantees across agencies (e.g .. HUD. 
US DA. SBA. VA, ED. Treasury, DOE. SBA. DOT. DOC. DO l. USA ID) 

• The Government currently does not capture and share loan related in formati on that 
\-\Ould improve transparency into exposures. better manage risk, and reduce fraud 

Inadequate capture and sharing o f del inquent loan information (e.g., CA IVRS 
stood up by HUD but accessed manua ll y) creating opportunity for loan-related 
improper payments 
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Cumbersome and inconsistent approach for of tracking co llateral related to 
similar loan types (e.g .. housing loans across programs) 

Manua l aggregation of loan related exposures tor gove rnment-wide reporting 

Concept 

• Deploy shared source of loan information to improve management of loans 
throughout the lifecycle 

Deploy a central database of delinquent loans and provide automated access to 
agencies during ori gination and serv icing 

Deploy a shared loan information repository for government-wide reporting 

Deploy a centra l co llateral database that is accessible by agencies 

Business benefits 

• Improve ri sk management and reduce improper payments to delinquent borrowers 

Reduction of improper payments and improved under'v\riting and selected 
programs 

Transparency into loan related exposures 

Improved collateral tracking and management 

4.4 GRANTS PAYMENT REQUEST PORTAL 

Current situation 

• Government spends - $215 M on financial management related to Grants 

• Significant man ual processing of Grants payments and lack of integration between 
Program and Payables Management systems 

Manual intake of Grant payment requests and matching against obligat ions 

Manual or emai l routing of payment request to agency"s AP department 

Lack of integration with Grants management plat forms (e.g., G5. IIIIS-1\CF, 
NSr-) 

Concept 

• Crea te a standard portal tor automating grant payments and workflow 
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Deploy a standard portal lor requesting Grant payments (potentially ex tending 
IPP capabilities) 

Automate workOow between Grant platforms (e.g., G5) and Payables 
Management 

Business benefits 

• Sav ings or $20-25M in improper payments and - $50-55M of savings ann uall y via 
automated intake and work llO\\ 

Reduced burden on grantees 

Reduced manual effort lo r agency routing, validation. and accounting 

Standardi Led grant pa) ments data for agency reporting 

4.5 CENTRALIZED COLLECTIONS PLAT FORM AND SERVICE 

Current situation 

• The Government-wide Receivables Management balance is over $6008 out of 
which - 18% (- $ 11 OB) becomes delinquent (past due) annually. The Government 
spends - $380M annually on Rece ivables Management 

At least 26 separate systems and processes for managing Receivables 
Management on debts, from generating bills, to fo ll owing up on delinquencies, 
to processing payments 

Many of these agenc ies miss oppot1uniti cs to maximiLc co llections (e.g., by 
referring early stage delinquencies sooner) 

There arc s ignificant opportunities to share resources and capabilities across 
these agencies 

Concept 

• Build an end-to-end billing and collections capability that supports agencies and 
leverages a state-of-the-art platform and analytica l tools 

- Create a centralized collections serv ice center that executes accounts-receivable 
on behalf of agencies, from bill generation through payment 

Create a centralized co llections plat form that agencies can usc to support their 
own business processes related to Receivables Management, from bill 
generation through payment 
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Build a collections toolkit that can be used by all government collections 
operations. Capabilities to include databases (e.g., on debtor employment. 
bankruptcy, and death) as analytics (e.g .. sk ip trac ing and asset research) 

Change collections policies to (a) require delinquent debt referral to OMS after 
90 instead or 180 days, (b) reduce exceptions of debt referred to TOP, (c) 
standardize debt settlement policies. and (d) provide agencies with incentives to 
refer delinquent debt to OM S 

Business benefits 

• Deliver $350-400M in cash annually ($31 0-340M from improved collections and 
$40-60M fi·om reduced costs) 

Increased col lection on al l delinquent debts 

Fewer debts becoming seriously delinquent 

Decreased infrastructure spend on collections systems 

Greater focus by agencies on their core mission, rather than being di stracted by 
co llections 

4.6 SHARED SERVICES FOR FINANCIAL TRANSACTION PROCESSING 

Cunent situation 

• 20-30% of transactional financial management FTEs arc in sub-sca le operat ions 
(< 150 FTEs) 

Sign ificant redu ndancy as agencies retain transactiona l activiti es (i\P, AR, 
disbursement. general ledger, intra-gove rnmental, trave l, financial reporting, 
internal control. audit support functions) 

- 8-12K FTEs are not afli liated with agency SSPs or with Federal SSPs 

Agency preference for contro ll ing resources and current quality/cost issues with 
existing SSPs are key barriers for further SSP growth 

Concept 

• r ncourage consolidation. creation of new. or migration to existing shared service 
prov iders 

Conduct benchmarking or agencies to compare performance on key cost/serv ice 
dimensions 
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- Identify out liers from benchmark performance and requ ire subsca lc agencies to 
migrate to improve of migrate to shared serv ices over a period of time (2-3 
years) 

Require departments (e.g., rreasury) which are not consolidated but have SSPs 
to move sub-scale operations into their SSP 

Require SSP (if necessary ) to modify governance to ensure equitab le treatment 
or competing demands 

Business benefits 

• Savings of $90-11 OM annual ly from consolidation. process standardiLation. 
demand management. and greater efficiency 

Reduced agency burden I cost for fi nancial transaction processing 

Consolidation of transactional activities in lower cost locations 

StandardiLation of common transactional processes 

4.7 OPERATIONALIZING CONSISTENCY IN CORE FINANCIAL DATA 

Current situation 

• Data required for financia l reporting is inconsistently implemented across agenc ies 

Vendors and agencies have inconsistently translated business requirements to 
technical requirements (e.g., different formats for common elements such as 
internal fund code. period of availabi lity. etc.) 

Lack of clari ty on core data elements requ ired to support common fi nancia l 
reporting ( 16 core elements require speci fi c definition) 

Concept 

• Accelerate and operationaliLe efforts to drive consistency in data and improve 
efficiency and accuracy of financia l reporting 

Form a "Financial Data Consistency" work ing group comprised to agree on the 
core elements required for repot1ing and to propose technica l requirements 
(OFIT, BPD/ARC. DOT/ESC. FMS, se lected agencies) 

- Select in-night system implementations to fie ld-test the proposed techn ical 
requirements 

McKinsey & Company I 52 



Confirm adoption sched ule of field-tested requirements by se rvice providers 

(e.g., SSPs. FMS) 

Mandate implementation of technical data requ irements in future systems 

releases 

Business benefits 

• Improved accuracy, consistency, efficiency in financial transactions 

Reduced manual reconci liations and improved timeliness 

Reduced spend on custom interfaces 

Consistent accounting and reporting of financial data 

A key component of the foundation for data standard ization will be the Common 

Government-wide Accounting C lassification (CGAC) structure published by the U.S. 

Financial Management Line of Business (FMLoB). The CGAC structure establi shes a 
standard method for c lassifying and capturing fina ncial effects related to government 

bus iness activ ities. These standards seek to address the fragmented and heterogeneous 

landscape of class ification structures in place today. Per the FS IO initial publication 

(www.cio .gov/documents/CGAC _ Structure_ Report_ 07-3 l -07.doc): 

The CGAC structure increases standardization in thefoi!Olving ways: 

• fdent[fies the elements to be usedfor classification 

• Establishes standard names, definitions, andformatsfor the elements 

11 Aligns the values o.f similar codes used by OMB and Treaswy. 

CGAC addresses 3 reporting areas: cash reporting, financial s tatements, and budgetary 

reporting. Across these areas there are over 60 core CGAC e lements that drive reporting 

requirements. Of these, 30 are essential to operationalizing data consistency and 

enabling government-wide central reporting as required by OMB. Exhibits 25 and 6 

detail the landscape ofCGAC compo nents and hi ghli ght the essential e lements. 
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Exhibit 25: Current and future state foa· operationalizing consistency in core 
financial data 

Current state 

Example: current Issues with CGAC 

Lack of clanty on the business needs 
for each standard 

• Excessive number of standards adds 
complexity 

• Standards are not defined as technical 
requirements, leading to Inconsistent 
1nterpretat1on of standards. Example: 

CGACEIQ:ment I Format 

Begrmr,g penod ot 14cha.raclers 
ava1labl111V xxxx 

Pipeline and Hazardous Materl.ab Safety 
Admlnlstnufo" lntvrpre tatlon 

Format I Example 

XX. 00-99 I XX10 

Fedeml Transponatlon Administration 
lnterpretadon 

Format I Eltampl• 

0000-9999 12010 

Potential future state 

Example surgical focus of working group on CGAC to enable Central Gi l 

Elements from 
CGAC required to 
produce report 

Program 

Ledger 
Accounting 

Fund 

USSGL 

Critical Agency 
Mission 

Cost 

OMBITreasury Reporting Areas 

Cash 
Reporti!Jll 

Financial 
Statements 

Budgetary 
Reporting 

·30 unique CGAC elements required 
as critical enablers for reporting 
-16 core element outside of USSGL 
required for further definition' 

Exhibit 26: Dimensions of CGAC data standards 

Elements from CGAC 
code type required for 
report 

Program 

Led gar 
Accounting 

Fund 

USSGL 

CritiCal 
Agency 
Mission 

Cost 

30 unique CGAC 
elerrents required for 
central Gi l and IGT 

Cash 
Reporting 

SCore 
CGAC 

elements 

Financial 
Statements 

25Core 
CGAC 

elements 

OMB/Treasury Reporting Areas 

OMB 
Budgetary 
Repottlng 

16 Core 
CGAC 

elements 

Agency 
Budget 
Reporting 

15 Core 
CGAC 

elements 

Cost 
Accounting 

12 Core 
CGAC 

elements 

Performance 
Reporting 

12 Core 
CGAC 

elements 
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Exh ibit 27: Example- Inconsistent implementation of data elements within an 
agency 

Category Element Definition Format 

Fund I Treasury Beginning period of In annual and multiyear accounts, 4 characters 
Account Symbol availability identifies the first year of availability xxxx 

under law that an account may incur 
new obligations. 

Pipeline and Hazardous Materials Safety Federal Transportation Administration 
Administration interpretation interpretation 

Format Example Format Example 

XX, 00-99 XX10 0000-9999 2010 

Implications 

Difficulty in producing consolidated accounts due to inconsistent data 
elements across agencies 

Non-standard CFS implementations within an agency with multiple data 
interfaces is required 

Embedded logic in agency-defined codes causes reliance on 
individual's knowledge to decipher codes 

4.8 RISK-BASED AUDIT POLICIES 

Current situation 

• Government spends - $380M in internal and externa l audit 

• Audit practices do not renect improvements in fi nanc ial management over last 20+ 
years as 20/24 agencies now have a clean audit opinion 

Full aud its conducted an nuall y at each agency (vs. cyclical or risk-based audits) 

lligh share of transaction testing and sampl ing (e.g .. 50-I 00 pet in cetta in 
situations) 

Agencies procure audit services separately 
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Concept 

• Opti mize scope o f internal and external financia l statemen t audits guided by a risk-
based assessment and appropriate si~.:ed sampling 

Conduct an Audit Poli cy Rev iew to eva luate lcasibi lity of reducing mandatory 
internal aud its at the department leve l (e.g. deve lop exception and risk based 
guidelines based on diiTcrcnt maturi ty in financ ial managemen t. optimiLe 
frequency of audits, rati onali;rc sampling, etc.) 

Strategica lly source audit services by pooling contracts of externa l aud itors by 
communities of practice (e.g., loans-based agencies usc same auditors) 

Business benefits 

• Investment in audit would be foc used on address ing high risk issues which would 
increase value and a ll ow for savings up to $70-90M annually 

Increased value delivered by current audit processes 

Consistent interpretation of audit guidelines across agencies 

Exhibit 28: Current and future state of risk based audit pol icies 

Current state of federal audh policy Tranlhlonst state with policy changes Future state whh policy end technology changes 

Department 1 Department1 0 Department 1 Department 2 

' -· A OA - 8 Oc OA B c • - 8 c 8 c 

Department 2 Department 2 t t 
OA 0 8 oc A B c l 

Central 

Department 3 Department 3 0 Accounting-

1 OA 0 8 oc A - 8 c ! l 
0 A so A - B 

Department 4 Department 4 • c c OA 0 8 oc A B oc Department 3 Department 4 

0 ReqUired audot 0 Exception based audot 
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4.9 MODEL FOR LEAN FINANCIAL MANAGEMENT 

Current situation 

• Inefficient process for transaction financ ial management with significant var iability 
in performance across functions 

Lack of standard operating procedures for common activities (e.g., invoice 
process ing) 

Rework and redundancies (e.g., trial balance information entered manua lly 5 
times: FACTS I, FACTS II, IRAS, STARS, GFRS) 

Inconsistent performance management (e.g., lack of common metrics for similar 
activ ities) 

Inefficient utilization of transactional workforce (e.g., bi lis routed and 
prioritized by customer rather than by complexity) 

Preliminary benchmarking indicates variabi lity of2-3x of costs in certain 
functions 

Concept 

• Conduct a demonstration project with an interested agency to create a model for 
lean financial management to set the standard for the rest of government 

In conjunction with the implementation of a technology so lution (e.g., IPP, lOT. 
Core Financial System); or on an agency's end-to-end financial processes 

Codify best practices as a model and propagate on an agency-by-agency basis 

Business benefits 

• Lean programs deliver on average 15-30% savings through 

Elimination of non va lue added activities 

Improved demand management 

Improved productivity via performance management 

Standardization of transactional processes 
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Exhibit 29: Example - lean program within AP invoice processing 

!lomple--01 AI' lnVOict P'octllina 

Como< .. ,ty COr'fl!'if!•• ty 

\lf.l,'14:•,J, ""'il'" \".1''' ' (1\J.~ ... ,., .. , 

t: 
De<f•catod resourcM 

(agency I) 

Intake 

Ded•eatoo ~es 
(~2) 

• Cit~ I based routmg 
• lncOnstslent o r no l*'lormanct ... _, 

r .. mpltoolullon lor-AI'-proctSilrlg 

CQmfl'GK•I)' 

~~~IIA,lill64t~ 

lnW.. Dispatcher 

+ 

Complo-.:•ty 
tow (65~.) ll qn (35'Yo) 

.y.~ ....... 

rvoo2 
Typo! 

• Comple> 
lt'IVOI<A 

• Comptexuy-bated 
routtng (a g . c.ategortes) 

• lnt•ma4 melnca and 
dashboard to actrvely 
manage emptoyee 
perfomwnca {a g. 
prOdttetMty, quaftty) 
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E. Transformation roadmap 

1. METHODOLOGY AND APPROACH 

The proposed list or initiati ves will have a large impact on the fi nancial management 
landscape. There are three main objectives for this trans formation: 

• Reduce financial management costs by - $ 1 B in three years 

• Deploy shared technology solutions to add ress gaps in fi nancial transaction 
processing and accounting 

• Lay foundation for central accounting 

E xhi bit 29: Proposed initiatives will tt·ansform financia l ma nagement 

lntra
governmentals 

Receivables 

Payments 

From 

$80 billion in un-reconciled intra
governmental transactions 

• Decentralized billing and collections model 
with 26 platforms 

• Delinquent debt referred to DMS in 180 days 

• Paper-heavy, decentralized, custom invoice 
processing with manual paper flow 

General Ledger • 46 core financial management systems 
• Consolidations relying on FACTS 

submission (data "pushed" by agencies) 

Reporting 

Loans 

Grants 

• Agency-level auditable financial report 
• Manual financial statement consolidation 

• Fragmented or missmg information on loan 
exposures, collateral , and delinquent loans 

• Fragmented. grant-specific payment 
interfaces and workflows 

To 

• Automated reconciliation through a central 
clearinghouse 

• Centralized billing and collections platform 
as basis for consolidating - 10 platforms 

• Delinquent debt referred to DMS in 90 days 

• Electronic, centralized, standardized invoice 
processing with automatic workflow 

• 15-30 core financial management systems 
• Central general ledger driven reporting (data 

"pulled" by Treasury) 

• Federal-level auditable financial report 
• Automated financial statement consolidation 

• Easily accessible, centralized store of 
exposure, collateral , and delinquent loans 

• Standard payment request portal with a single 
automated workflow to route, pay and record 
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2. GUIDELINES FOR INITIATIVE PLANNING 

We propose a three-phase guideline of bui ld, demonstrate, and deploy for each initiative 
to build an implementation plan which to quick ly capture value and drive rapid 
adoption. Exhibit JO demonstrates the set of acti vities that occurs in each 
implementation phase. 

Exhibit 30: Basic implementation approach 

Phase 

Build 

Demonstrate 

Deploy 

Activities 

• Gather business requ1rements 
• Assess existing capabilities to determine if they are adequate 

• If new solutions are required, design with preference for COTS and cloud 

• Identify solution owners 
• Deploy rapidly and capture value 

Leverage existing capabilities and operations 
- Deploy standard off-the-shelf solutions where feasible 
- Ensure appropriale vendor and 3'd party involvement from the beginning 

• Identify agencies eager to adopt initiative 
• Launch demonstration with selected vendors and early adopter agenc1es 

• Gather feedback from demonstration and adjust deployment with vendors and 
solution team accordmgly 

• Classify agencies by logicalt1mehne (waves) for migration to the target state 

• Deploy "Solution SWAT Team" consisting of system integrator specialists to assist 
agencies with migrat1on 

• Dnve agency adoption based on needs and In-flight 1nitlat1ves 
Data consistency via ex1stmg and planned 1mplementat1ons without retrofitting 

- Financial systems migration leveraging upcoming refresh cycles 

3. TRANSFORMATION ROADMAP 

The implementation efforts fo r the proposed initiatives were divided into three horizons 
to form the basis of a multi -year transformation effort: 

• llorizon I: Lay foundation and capture quick wi ns 

• llorizon 2: Build momentum with shared offerings 

• llorizon 3: Get scale and extract va lue 
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We propose the fo llowing high leve l implementation plan in Exhibit 31. 

Exhibit 31: Proposed transformation road map 

Lay foundation and get quick 
wins 

• Conduct gap analysis of potential 
IPP solutions, select solution 

• Launch pilot with select vendors and 
early adopter agencies 

• Socialize new vendor invoicmg 
requirements to vendor community 
and estab lish migration date 

• Work with CCB and vendors to 
define standard core financial 
systems offerings that can be 
delivered via a Cloud 

• Negotiate pricing with vendors 
• Confirm pilot and build 

implementation plan 
• Establish governance model 
• fdenhfy/enhance core financia l data 

elements to be included in solution 

• Accelerate GT AS deployment 
• Form core data elements working 

group to define core attnbutes for 
central GIL 

• Identify pilot agencies for GTAS 
and initial migration 

Lay foundation and gel quick 
wins 

• Identify best-of-b reed technology 
solutions/warehouses in 
government 

• Identify hosting agency for master 
loan data warehouse 

• Develop requ irements for loan 
data warehouse 

• Identify early adopters for Wave 1 
migration 

• Leverage GM LOB to solicit 
input on solution from grants 
community 

• Empower agency lead to gather 
business and technical 
requirements 

• ldenttfy pilot agenc1es for grants 
payment management solution 

Build momentum with shared 
offerings 

• Pilot agencies to mandate 80% 
vendor adoption by 2013 

• Conduct outreach to enroll 
addihona! agencies for next 
migrat1ons 

• Deploy cloud-based CFS ptlot 
• Gather feedback from pilot and 

adjust deployment with vendors 
accordingly 

• Adjust ongoing governance 
• Articulate clear value proposition 

based on pilot resuhs 
• Conduct outreach to enroll 

agencies lor next wave migrations 

• Migrate remaining agencies to 
GTAS 

• Select and deploy oft-the-sheH 
solulion tor central ledger 

• Conduct outreach to enroll 
agencies for next wave of 
migrations (to central ledger) 

Build momentum with shared 
offerings 

• Consolidate collateral information 
data sources across agencies 

• Ass1gn ptlot agencies to pub lish 
data to loan data warehouse 

• Refine requirements based on 
feedback from Wave 1 agencies 

• Conduct outreach to enroll 
agencies for Wave 2 migrations 

• Deploy pro totype solution and 
begin pilot 

• Identify long-term solution 
owner(s) 

• Work wtlh GM LOB to draft 
guidance for government-wide 
dep loyment 

• Conduct outreach to enroll 
agencies for next wave migrations 

Get scale and extract value 

• Commence migrations and enroll 
remaming agencies for next phase 
migrations 

• Target 75% of agencies on·boarded 
by mid-2014 

• Target 1 00% vendor adoption 

• Issue gutdance to designate 
Standard CFS as the default oplton 
for future upgrades 

• Commence next migrations and 
enroll remammg agencies 

• Commence next wave migrations 
and enroll remaining agenctes 

• Implement standard interfaces 
between agencies and central GIL 

• Issue mandate for government-wide 
adoption by 2016 

Get scale and extract value 

• Implement and deploy fu ll loans 
solution based on Wavo 1 
feedback 

• Commence Wave 2 migrations 
and enroll remaining agencies for 
Wave 3 migral tons 

• Estab lish direct data feeds and 
produce data quality reports for 
custody information 

• Commence migrations and enroll 
remaining agencies 

• Issue guidance for government
wide adoption by 201 4 
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Lay foundation and get quick 
wins 

Build momentum wllh shared 
offerings 

• Define business requtrements and • Deploy transactton cleannghouse 
data model for IGT solution (including and standard interfaces for early 
FMS) adopter financial systems 

• Assess government and COTS • Incorporate feedback from early 
solutions to identtfy existing olf·the· adopter agencies 
shelf functionality • Conduct outreach to enroll 

• ldenttfy trade-off in solution needed agencies for next migrations 
favoring faster ramp up 

• Identify pilot and create pilot plan 

E • Evaluate and deploy integrated bi lling 
0 & receivables platform (e.g .• GSA) 
i • Confirm pilot agencies and create 

'a: Ci. pilot migration plan 
.!::! ~ tl • Create scale up plan for collections :",g ':; :! '- shared service 
~ &l:X • Draft collections guidance/exec. order 
0 8 '2 to change policy on delinquent debt 
..: "' (e.g., debt referral from lBO days to 

90 days) 
., • Leverage CFO Council benchmarking 
f! to establish service parameters for 
~n; a g' SSPs 

• Complement billing offenng with 
collecttons toolkit: e.g., skip tracing. 
feeds to job, death, bankruptcy 
databases 

• Scale up shared service to meet 
demand for services from Wave 1 

• Conduct outreach to enroll additional 
agencies 

• Deploy ptlot under new model" and 
capture learnings 

• Incorporate learnings to standard 
offerings and service level :J! gu~ • Develop standardized offerings with a: :! t1 ., expected SLAs based on benchmarks 

~ ': ~ ~ • Identify SSPs to support for scale-up 
~ .2- a. under "new model" (transparent pricing, 

• Identify next wave of migrations; 
conduct outreach to enroll agencies 

• Scale up selected SSP staffing to 
meet demand for services ..; consistent SLAs) 

• Refine mission/governance of as 
required 

4. SEQUENCING AND TIMING 

Get scale and extract value 

• Enhance and deploy full IGT solution 
based on Wave 1 feedback 

• Commence mtgrations and enroll 
remaining agenc1es for next 
migrations 

• Treasury to mandate for government· 
Wide IGT adoptiOn by 2015 

• Commence migrations 
• Enroll next wave of agencies 

• Commence mtgrations and enroll 
remaming agencies for next wave 

• Refine governance based on 
performance and if mission· 
alignment emerges as an issue 

We have grouped the short list of initiatives into three logical groups based on relative 
value and ease of implementation. We believe that four initiatives should be the focus in 
20 11 : 

• Electronic invoicing pottal and Intra-governmenta l transactions clearinghouse arc 
currentl y in-night 

• Standard core financial systems delivered via cloud and Centralized collections 
platform and services should be kicked off in 20 I I due to va lue of impact 

In addition, we believe financial management benchmarking and operationaliz ing 
consistency in core financial data are core enablers critica l to the implementation of 
these in itiatives 
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Exhibit 32: Structure and logical sequence 

3. Centralized general ledger 1. Electronic invoicing portal 

8. Shared financial management 2. Standard core financial systems 

... transaction processes delivered via cloud 
Q) 
.r. 6 . Intra-governmental transactions 
Cl 
:f clearinghouse 

Q) 7. Centralized collections platform and 
:I service n; 
> 
Q) 

.2: 
(; 

~ 
4. Loan and collateral information 

Qj management a: ~ 
0 __, 5. Grants payment request portal 

Lower Higher 

Ease of implementation 

Enablers 

• Financial management benchmarking 
• Operationalizing consistency in core 

financial data 
• Adoption of risk-based audit policy 
• Model for lean financial management 

Timing 

2011 
2011 

TBD 
20 12 

Rationale 

• CFOC has already initiated 
• Current pain point and dependency for other 

initiatives 
• Lower audit support and auditor contracting costs 
• Demonstrate on the back of a technology 

implementation (e.g., IPP) 
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Exhibit 33: Timing (high-level Gantt) for initiative deploy ment and economics 

Initiatives ' 

Enablers 

2011 

Lay foundation and get quick 
wins 

Electrontc tnvotctng portal 

2 Standard core fmancial 
systems delivered vta cloud 

6 lntraiJovernmental 
transacbon cleannghouse 

7 Centralized collecbons 
platform and service 

9 Financtal management 
benchmarking 

t 0 Operattonalizmg consiS
tency 1n core financtal data 

Snvlngs2 $ 17M 

Investment• $ (72M) 

2012 

Build momentum with shared 
o fferings 

3 Centralized general ledger 

8 Shared services for ftnancial 
transaction processing 

12 Model for lean hnanctal 
management 

$331M 

$ (1 65M) 

2013 - 2015 

Get scale and extract lull value 

4 Loan and collateral mformatton 
manaoement 

5 Grants payment request ponal 

$ 758M 

$ (1 85M) 

$ 1,633M 

$(18M) 

Net• $ (55Mi $ 166M $ 573M -• $ 1,615M 

1 Risk based aud1l not Included (still under conSKieratton) 
2 Savings and Investments aro full year figures 

5. POTENTIAL PILOTS 

We have ident ifi ed potenti al agencies to r demonstration of each initiati ve a fter an initia l 
round of syndication mee tings. Agencies shown below have expressed interest in 
adopting or piloting one of the future-state solutions. 
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Exhibit 34: Potential agencies identified for demonstration of each initiative 
A if ·- 201' 

Advisory Group ./Pilot 

Initiative DOC DOD DOT GSA HHS HUD TREA 

Electronic Invoicing portal ./ ./ TBD TBD ./BPD 

2. Standard core financial ./ ./ TBD TBD ./BPD 
systems delivered via cloud 

Centralized general ledger TBD TBD ./FMS 

Loan and collateral information TBD TBD 
management 

Grants payment request portal TBD TBD 

Intra-governmental transaction ./ TBD TBD ./ ./FMS 
clearinghouse 

Centralized collections TBD TBD ./ ./FMS 
platform and servoce 

Shared services for lonancial ./ TBD TBD ./BPD 
transactoon processong 

Financial management 
N/A N/A N/A N/A N!A N/A N/A 

benchmarkong 

10 Operationalizing consistency In ./ ./ ./ TBD TBD ./BPD 
core financial data 

11 Risk·based audot policies N!A N/A N/A N/A N/A N!A N/A 

12 Model for lean financial 
management 

TBD TBD 

Note DISCUSSIOn wolh rema10111Q agencocs recommended 111cludong DOE. VA. DHS. DOL Stale. EPA. NASA NSF. NRC. OPM. SBA. SSA. USAID USDA. DOJ. DOl 
SOURCE: Team 1nlemcws 
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F. Refined "value at stake" 

Federa l linancial management spend is conservatively estimated to be $8 billion. Of 
thi s, the recommended initiatives address $6B and de live r savings to the government of 
approx imately $ 1 Bin 3 years and $ 1.7B in 5 years. The tota l one-time investment for 
these initiat ives is approx imate ly $500M over the 5 planned years or implementation. 
/\II figures be low, as with those above, are approximate and have been ranged in all 
final assessments. 

For each of the short-list o f initiatives detailed in here in , a detailed assessment was 
conducted to gauge the potentia l impact or sav ings that would resu lt if the so lution were 
to be implemented in accordance with the establ ished road map (Transformation 
road map section) . The nature of these sav ings was evaluated along two dimensions: 

• Efficiency: Bottom-line sav ings resu lt ing from the direct reduction of operations 
& maintenance (O&M) costs such as transaction labor, maintenance labor. 
system fixes/upgrades/enhancements, and etc. These costs wi ll be realized as net 
reductions in operating costs (relati ve to the estimated 20 I 0 base l inc) once the 
solution has been fully implemented. 

• Effectiveness: Savings not renected in operating budgets that derive from such 
activities as increased co llections and avo idance of improper payments. 

In addition. each short-li sted initiative was assessed according to the investments and 
resources that \-vou ld be required to stand up the so lution. These spec ific outl ays were 
estimated based on the source of the costs (e.g .. spend on internal resources. spend on 
external resources) according to the following definitions: 

• Internal costs: Interna lly expensed costs related to the time and effort of 
government resources and systems (e.g .. systems. servers, storage, etc) and 
allocation o f external expenses for lixed bid contractors that do not resu lt in 
addi tional fees. 

• External costs: /\11 expenses resulting from external resources that require direct 
outlay of funds by the government. 

• Note: We did not include the cost o.fminor lost productivity. for examplefor 
current employees taking a day to a/lend a training session. Instead. our focus 
was primarily on sizing the costs o.ftuitionfor these employees to a/lend the 
training session 

The economics for the aggregate program and each initiative are laid out in the 
following sub-sections, organized accordingly to the following structure: 
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I. Overall business case: Overview of timing for aggregate sav ings and 
investment across all short-listed initiatives and enablers 

2. Initiati ve summary: Inventory or each initiati ve sav ings (3 year and 5 
yea r), tota l investment required. and key economic assumptions 

3. Savings and investment detail - by initiati ve: Core assumptions, fact 
base, and economic model that was employed to establish the sav ings and 
investment estimates 

It's important to note that the numbers below are approximated and not exact. 

1. OVERALL BUSINESS CASE 

Exhibit 35: Annualized program savings and total one-time investment 
($ million) 

Annualized rate 

Run-rate 2011 2012 201 3 2014 2015 (Mer lull implementatiOn) 

Efficiency $ 1,379 $ 17 $ 239 $ 496 $ 973 $ 1.297 $ 1.379 

Effectiveness $ 342 $ $ 92 $ 264 $ 320 $ 341 $ 342 

Total $ 2,011 $ 2,012 $ 2,013 $ 2,014 $ 2,015 

Build $ (79) $ (46) $ (20) $ (2) $ (12) $ $ 
Demonstrate $ (13) $ (2) $ (3) $ (6) $ (2) $ {1) $ 
Deploy $ (420) $ (24) $ (142) $ (178) $ (59) $ (17) $ 

Cumulative savmgs $ (55) $ 112 $ 686 $ 1.907 $ 3.526 
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Exhibit 36: Initia tive timing 
Tlrning as.\umptions Ratlon.liP 

ElectJonlc Invoking portal 

tmmg of savmgs rota! lOll 2012 lOB 2014 2015 

Effoctency $ 447 37'!6 58% 84% 100% Deployed on 3 1/2 year \Vave~ begmnmg m 20U; 

fflecttvenes~ $ 37% SB% 84% !DOS savings realized raptdly follo\VIng Implementation 

$ 447 

Ttmmg of costs 

Build s (9) 100% Planning IS underway, system bUild to be complete 

Demonstrate $ by EOY 20lland deployment 

Deploy $ (73) 51% 43S 5% 

Intra-governmental transaction clearinghouse 

....-,mmg of s~JVmgs Total lOll 2012 2013 2014 2015 

Effoclency $ 61 20% 60% 100 .. Deployed tn 2012: f"t wave of savmgs realtzed In 

EHect1veness s 20% 60"1. 100':1\ 2013 followmg system omplementatton 

$ 61 

T ommg of cost< 

Budd $ (10) 100% Plannmg" underway, system butld to be complete 

Oemon5trate $ by EOY 2011; full deployment will continue Into 

Deploy $ (83) 31% 31% 26% 12% 2015 

Standard core finandal systems delivered via cloud 

omong of savmgs Total 20ll 2012 2011 2014 2015 

Fffooency $ 188 6% 38% BS% 100% OeployPd tn 2012; Proce~s effiCiennes f•rst 

Effectiveness s 6% 38% BS% 100% realized In 2013 following system Implementation 

s 188 

T1m1ng of tosts 

Build s (4) 100% Planning to bestn 1mmedtately. demonstratfon and 

Demonstrate s 0% 17% t>6% 17% deployment following negotiation voa customer 

Deploy s (73) a% 17% t>6% 17'!6 control boards (CCBs) 

Centralized general ledger (GL) 

TJmlng of savings 2011 2012 2013 2014 2015 

Effoctency s 217 21% n'll. Plannmg to begm ommedoately 

Effectiveness s 21% 73% 

$ 217 

T ommg of costs 

Build s (12) 100% Plannong lo begon ommedoalely, deployment 

Demonstrate s (2) 10% 23% n% 28% 17'!6 followmg Implementation of data standards, GTAS, 

Deploy s (36) 10% 23% n% 28% 17% etc. 

Grant> payment request portal 

1m1ng of savrngs lOll 2012 20U 2014 2015 

Effocoency $ 56 41% 96% Savmgs flf5t realized 10 2014 followtng rnrtral 

Effectiveness $ n 41% 96% deployment 

$ 78 

nmtng of costs 

Buold $ (2) 100% Plannmg. demonstration, and deplovment to 

Demonstrate $ (4) 54% 31% 15% being on 2013 (followong IPP tmplementatoon) 

Deploy $ (4) 54% 31% 15% 
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Centralited collections platfom1 and service 
nmtng or savings 2011 20U lOU 2014 2015 

Efftcrency s 51 2'.l'lb 83'111 97'6 lOO'lfo Savrngs frr>l realrzed rn 20U after AR platform 

Effectovenes. $ 320 2'.)')(, 83% 97'6 lOO'lfo coetup and parallel processing of :-.ervtces complete 

$ Jn 
Tlmrng of costs 

Build $ (27) 100% Planntng and negotiation for COTS recervables 

Oemonstrdte $ (3) 35% 26% 36% 2% solutron to begrn ommedrately 

Deploy $ (48) 35% 26% 36% 2% 

Shared services for financial transaction procening 
Trmrng of savrngs 2011 20U 2013 2014 2015 

Efficiency s 102 6% 38% 85% 100% Slgntffcant >avtngs following planning, scaling, and 

Effecttveness $ 6'JI, 38% 85% 100% demonstratron (Q4 2012) 

$ 102 

Timing of costs 
Buold s (16) 100% Plann~ng and demonstratoon to begrn rn early 2012 

Oemon"Jtrate $ 42% 43% 13% 2% 

Deploy s (63) 42% 43'1£ 13% 2% 

Risk based audit polides 
Timing of savtngs 2011 20U 2013 2014 2015 

[ffrcrency $ 87 13% 36% 15% PoliCies to be established to take effect rn early 

Eflectovenes. $ 13% 36% 75% 20H 

$ 87 

J tmmg of costs 
Buold $ No tnctt"mental costs expect (I'd 

Demonstrate $ 
Deploy s 

M odel for lean f inancial management 

nmrng of savings 2011 20U 2013 2014 2015 

Efficiency $ 170 1091. 25, 38, 96% 100% Very rapid savings expected following pilot 

Effectrveness $ 10% 25% 38% 96% 100% program of 3 months 

s 170 

Timing of costs 
Burld s 100% 47% 4491. 0'6 Plannmg to begtn tmmedtately, pilot program can 

Demonstrate s (4) 8% 47% 44% 0% start wrthrn 3 4 months 

Deploy $ (39) 8% 47% 44% 0% 
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2. INITIATIVE SUMMARY 

Exhibit 37: Annualized savings and total one-time investment by initiative 

Annualized savings 
One-time 

Description Yr 3 ($M) Yr5 ($M) Investment 

Electronic lnvoicong portal' 
• A centralized web portal for vendors to submltonvooces and 330-360 400-450 75-85 

request payments 

2. Standard core llnancial • Core ftnanc1al management systems hosted on a cloud 100·130 170-190 70-80 
syslems delivered via cloud allowing agencies to adopt lower cost solutions 

3. Centralized general ledger • Federal-level GL that pulls trial balances from agency systems to-20 180-220 40-55 
(GL) and serves as an authOfltallve source for fmanclal statements 

4. Loan and collalo(ol • Shorod data ropos11ory tor loan dota, loan colla toral, and 

information management delinquent loans 

Grants payment request • A common portal for automating grants payments and 5-1 0 70-80 2 10.20 
portal workflow 

6. lntra-governmenlai • A central exchange for agenc1es to agree to lradc terms and 30-40 60-70 85-100 
transaction cteannghouse t reconcole the APiAR accounting 

7. Centralized collections • A shared serviCe that manages bttling and cotlecllon (debt 300·350 350-400 
3 

70-85 
platform and service collec!lon) using an mtegrated platlorm 

Shared services for fonancial • Consolidallon, creatoon of new, or scaling of up oxostong 50-75 90-1 10 75-85 
transaction processing shared serv1ce proVlders 

Fonancial management • Benchmarking flnancoal management cost and performance to 

benchmarking ldentofy best practices and opportunoties for Improvement 

10. Operationalizmg consistency • Standardrzed dehmt10ns of data across government to ensure 
In core linancoal data compallbohty ol dala across agencoes 

It Risk-based audot policies 
• Increased focus of audollng effort on areas with the highest 15-25 70 -90 

risk of generating a qualif ied opinion 

12. Model tor lean financial • Model of streamlined lonanoal management processong that 140- 160 150- 175 40·50 
management can be leveraged across agcncoes 

1 Savings for Electronc Invoicing portal and IGT clearinghouse plarform are addressed in FIT business cases engagement 980·1 ,170 1.540-1.785 
2 Includes reductkm ol $20-25M In 1mproper grant payments at year 5 
3 Includes annual Incremental colfectJons of $31 0-340M at year 5 
4 Represenls onlernal cosls ol $110 150M and external cos1s ol $355 41 OM 
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Exhibit 38: An nua lized savings (5 year) and key assumptions by initiative 
'~ Mill ron 

Initiative 

1. Eleclronic invoicing portal' 

2. Slandard core financial systems 
delivered via cloud 

3. Centralized general ledger 

5. Grants payment request portal 

6. lnlra-governmental transaction 
clearinghouse' 

7 Centralized collections platform 
and service 

8. Shared services for financial 
rransaction processing 

11 . Risk-based audit policies 

12. Model for lean financial 
management 

Yr 5 Savings 

400·450 

170- 190 

180·220 

70-80 

60·70 

350·400 

90·110 

70-90 

150-175 

Major levers and key assumptions 

• Significant reduction In AP Invoicing effort across 70% of cost 
base (e.g., excluding DOD and 4 typical size agendas) 

• $82M savings achievable by migrating infrastructure to the cloud 
• 1 0 current CFS can be migrated to cloud 

• $34M savings from GT AS (IT rationalization, streamlined data) 
• $121M savings from automated conrrots, streamlined reporting, 

and automated reconciliation 

• $42M from automation (- 40%) of grant payment request effort 
grant programs adopting the new solution (- 50%) 

• Significant automation (-SO%) of $120M in inlra-governmental 
transaction processing effort within financial management 

• Consolidation of collections related platforms and AR act1v1ties 
• Increased collection rate on delinquent debt due to faster referral 

loOMS 

• $80M savings from pooling of operations (economy of scale) 
• $10M savings from gao-consolidation (location difference in 

government general schedule wage) 

• $76M savongs from moving default audot to federal level 
• $ 11 M sav1ngs from strateg1c sourcmg of 
• CFO-act agencies with clean opmion can move to biennial audits 

• 23% savings from streamlining of transactional financial 
management activities (Incl. reporting, AR, AP, etc.) 

1 Economics behind electroniC Invoicing portal {alternative 114) and IGT cleannghouse pfalform (allernatrve #3) are addressed In F"IT busmess cases engagement 
NOTE Sav•ngs and costs for •n•t•allve are ttx1 (#4). not applicable (#9} or have been embedded With other ln•tlat•ves (#10) 
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Exhibit 39: Investment summary and key assumptions by initiative 

$ f'J1IIion 

1. Electronic invoicing portal' 

2 . Standard core financial systems 
delivered via cloud 

3. Centralized general ledger 

5. Grants payment request portal 

6. fntra-govemmentaf transaction 
clearinghouse' 

7. Centralized collections platform 
and service 

8 . Shared services for financial 
transaction processing 

t 1. Risk-based audit policies 

12. Model for lean financial 
management 

One-time Investment 

Internal External Key assumptions 

10-15 65-70 

30·35 40·45 

10-15 30-40 

5-7 5-8 

10 -15 75-85 

t 5-20 55-65 

30-35 45-50 

0-5 30·35 

• Build central invoicing portal for vendor access 
• Interface portal wilh various accepted agency workflow oplions 

• 21 platforms lo m1grate at cost of $3M per platform 
• Vendor to absorb development of GOTS (government off ·the 

shelf) solution 
• $8M to deploy central OIL plalform 
• Migrate CFO act agencies at cost - $1 .5M per agency 

• Deploy payment request portal as extension of IPP ($2.8M) 
• Migrate agencies on 6 months timeframes 

• Implement clearinghouse platform 
• Scale-up central utility shared services 

• $20 M to set up bilfmg and receivables platform 
• Scale up serv1ce center (1,500 FTEs) at $21 K per FTE 

• Scale up of 3,000 FTEs at $20K per FTE 
• Launch performance improvement program at SSPs 

• GAO, IG to develop new aud•t policy with little to no 
implementation costs 

• Implement lean at 9 agencies covering 8,500 FTEs at a cost of 
$4M per agency 

1 EconomiCs behind olectrontc InVOicing portal (alternative #4} arld IGT cleannghouse platform (alternative #3) are addressed m FIT business cases engagement 
NOTE Savu-.gs and costs lor rnltlative are tbd (#4), not applicable {#9) or have been embedded With olher InitiatiVes (# 1 0) 
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3. SAVINGS AND INVESTMENT DETAIL 

3.1 STANDARD CORE FINANCIAL SYSTEMS DELIVERED VIA CLOUD 

Exhibit 40: Standard core fin ancial systems delivered via cloud - Savings detail 

!><IVings ($ million) 

c ' to Cost reduction of migra ting to cloud from existing systems 
• - r + $98 M o 
~ ~systems m1gr~ted to on demand platform 

1 t:f FTEs assoct,ated wnh retired platforms 
21. Team analySIS on GAO report (Append,. page) 

11,354: OMB Exhibit 52 . , 

II of user licenses I• fmo Mgmt FTEs x user license factor) 

Cost of f1nanctal management systems($ per year per 

1 seat) 
l Cost of on -demand platform($ per year perseat) 

c f2o Cost avoidance of Implementing new systems 

r 
Cost of deployment for core flnancfal managemPnt 

system 

l Num_l!!'r.~f sy~tems pi anne~ for _<!_ep~yment 
I Number of system deployments to be avo1ded 

[ 
Avg length of deployment 

Number o f systems on deploym_ent each year 

c f 3o Consolidate operatlons 

r 
f •n system FTEs lor systems In ~cope for FMaaS 

adoption 

'!! of_I]ES work1ng on core CFS 

l 
f •1lly loaded cost per FTE (SK) 

Number of systems which cou ld move to FMaaS 

Number of systems to ~e retired 

t 

+ 

+ 

T 

-+ 

79,478:Assumed number of licenses based on tiAO report case studtes ctttng 7· 

t lOx factor betwe(~n lOtdl "of hteno:,et; and F1n. Mgmt ffis 

$3o252 Analysis enclosed 

+ -
$2,014 ~Analy"s enclosed (r<•presents 34% reduct1on) 

10.00 '<pending ranges from $3 -30M dollars based on size of agency 

-i-!>Duree: USASpendmg.gov 

211 ;GAo rep_o!_! ?!' ~~~ed ~"!Ices_ _ 
10 ;re~m analysts(balanc! ~~systems would b!' k~pt as archive) 
4 :USA spQndmg. countmg all 20 planned systems 

4:10 syste!ns • 4 yPars persyst<'m /(2018 1009) 

~ - $4sr.1] 
1,7')4 OMB Exhlbll52o O&M FTEs ba,ed on systems which could move to 

~ 1
FMaa5 

SQ%1assumpt10n 
,.. --- - ,- --
t $__ _100 .,.blended assu!"plion contractOf,.:!" ~~En IT systems 
f .lOoOO 

0 
Closed file rev•ew of USASpendong systems 

10o00 1 

Toial o Stll8 M 

NOTE: the feller 'oc " in the /e.fi hand column indicates an efficiency savings: the 
Ieifer "v" an e.fjecliveness savings 
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Exhibit 41: Standard core financial systems delivered via cloud -Investments 
detail 

Investments ($ million) 

Value 

-·----~-

Cost or requarement gathertng, RFP Issue, vendor 

evaluation and pricing negotiation($ million) 

•!Infrastructure scale-up 
x Platform Implementation 

.2. Deploy 
FTE cost per migration (contractor resourcesj 

FTE cost ppr migration (agency resource') 

~umber of m•gr.tt•o~s (If of system_s) 

migration cost (external cost) 

m1gratoon cost (mternal cost) 

Trammg cost total 

x
1 

PMOrost 

l 

1 

+- -

SOUrce 

- 1 
$3.5

1
1 PM, and 3 government teams of 3 FTEs work1ng w1th eath vendor (e.g., 

, CGI, Oracle, SAP), supported by contractor (S FTEs) to evaluate vendor 

/esponses, assist 1n secunty assessment. etc. 
Spht between 6 months for requirements and RFP galhenng. 6 months 
for negotiation and solution setup 

SO Vendor to absorb cost 
SO Vendor to absorb cost 

t - sn M 

$1.5 IS FT[s for 1 year (Example: DOT GAO m1gratoon 15 FTEs for 16 months) 

1 ~contractor at $300K 

I S agency FTEs at $140K 

5 platlorm providers at $140K 

1 
$1.4, 15 FTEs for 1 year (Example: DOT GAO m1gratoon 15 FTEs for 16 months) 

- S contractor at $300K 

I 5 agency FTEs at $140K ls platform providers at $1401( 

21 .ot Tea"! analy'jtS on sy~te'!'s whlc.h (Ould move to FMaaS 

$32: <calculation> 

$29~·caltvlatlon> 
11 110867 fin mgmt FTfs 

·~ Source: OMB exh1b1t 52, CFR of agencoes potent~al to move to FMaaS 
Cost per trammg $988 

i Source: Orade University, public sector finanCial application training 
,. Assume agencies absorb loss of product1v1ty 

IAddlllonal tralnlng required for remaining users absorbed by current 

• frnanc1al management FTEs 

1 r- 2 PMs (team e•perience) 

l-3 years (project hfe cyde) 

- $200K rate ol gov't o ffooal 

Toidl 1 $77 M 

NOTE: the letter "i" in the left hand column indicates an internal cost; the letter "x 
an external cost 
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Exhibit 42: 21 systems eligible for migration strategy for core financial systems 
to cloud 

Core financial system landscape 
N•.H'lbPI , ';y~11 •ns 

Total ex1st1ng 
systems 1 46 

Legacy systems 
with no plans to 
modernize 

Legacy systems with 
plans to modernize, 
but with long 
deployment period 4 

Legacy systems that Planned modernization 
should be retired2 24 projects : 31 3 

.-----~AL------~,------~AL------~ 

- ./'......., -- -~ 
Overlap: Legacy systems 
planned to be replaced· 18 

1 Entire DOD t.s considered as one e»c.sr•no system ~ GAO repon , cons1SI or hundreds or agency s-ystems 
2 Systems deployed m 2000 or ear11er 
3 20 !)fanned 1Ml3IJ\18S roplacn"'Q 31 systems 
4 Deployment date tn 2014 or later (e g agency t!as not chosen vendor to •mplement) 

potential target for cloud 

Non-legacy systems 
With no plan for 
Modernization: 9 

Non-legacy systems 
with plans to 
modernize, but with 
long deployment date 

Protet.IS that have deployment date <2014 typjcalty are well underway or Close to complete deployment and may not be good cano1da1es lor cloud m<Qrat.Kln 

SOurce GAO repon on hnanctal management modorn•za!IOn 
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Exhibit 43: Financial management systems proposed for migt·ation to cloud 
offering 
'··· • Y 
~lll'ftt .. C;( tote• sy,.t~lftS 

Pottru:~l snte:nu fOf as ..:J-=tn•on 

leaact,.~1~ w•th no plem; tomodf'u'tllr 

l ~i.C,Spt~ with ptans to moct .. m.:e, but 

•·H\ tone d~~·~nt prt•':ld 

•ool\< ~acy s-~tenu: w•tl't PI IN to '"Ode:•n·z~ 
Mw II\ IDf'( df'pi~N dott 

"''""""'few ltnl"fnlt•ona • C ~~opm~ 

O~rtr~t"ntofComm~~t 

Dee11 t·~~tlt of E~uc.at _on 

Oro•~'""'"~ of HI)!'J'I:e;eM SK~.;t: ty 

Departt~ o ' the TreiSUfY 

Ceparu '"'"' ot r,a,.spona t•Oil 

Grn .. tl Sf'• rill'S Admool'loUatoOI'I 

,.,at ion" I Sc.•f'nce foundat•on 

Sml•l 8J'I•1'1t:55 Ad~ln••wetlon 

• ~~ • ft~nc••• S~tom lrMf'C••t on 

. Nat ona: T~"'cal nfOI"'•· on Se-rY~t-eo 

• :cll'ln'Wf(t' ISI.I$ ,~u St'Rem 

,M~elltoJ"' 

•Ftna~ I Mar.act!Tit:r11S.UOQOnS~·~m 

,•mecra~<e:d f Mn<: 1 M,,....,,.e:N r.lonft.at onSv:t~~"'~ 

.'ederal ,,..._nc ... ~"·•~"'~' svu~ 
l.M:n'l"t•~.trnftnA.-.c a:s 

t ...Qfe Auountmc S,.·em 

fr It'• &I' r f•nenclat L!.tnqr~N Sn•em :su 
/t1ASuM•d a.yLe1Ct:r 

• G•nn.e i.iltt: ftnll'l<•t• end Actou~t "'Smem 

.efPMenaa~rt n'Otm•rron!,..,t~m 

,J(L,HI 

.'~··;'(\ 

1 
Fu"'arn••• A<count•nc ~ turm 

t Ll)en Acc<NI'II•fll Sr.re.., 

46 

21 

6 

•flr'llrl!::••• R~+f'C lnfom•aHon S 't'.tt:~ SOI•detf'dWner 

,_O<FO Or.c•t: ~·ntst,at•we AcCOi.i'lt•nc SysteM 

1999 Ve'\ 

zr,()J '!'10 

ZOt.' .,0 

19t6 '"0 .... .,., 
"""'""' 
"'"'"" 1005 no 
20G5 no 
19'15 no 

""''"" 20C< no 
J$6~ : ve~ 

1000 VP\ 

1000 y~ .. 

lCJaO ,no 

19&2 no 
l<lOO no 
lOOt no 

lf'IMY ''"\triM~ ......... y ,~wilh 
;IIMfd laOdttftirt.lllll't -.,-..... 
.tdlblll .... ..,"'"" .tlb--.. .,..,.,fM1\t ..... .... 

,no •"" 
. no ..., 
, no ...., 
.. vE<s ..., 
.no ,vcs 
.ves ..., 
.Yi!-1 ·""' ,v .. , no . no v•• 
no V"' 
no ,Y"' 

;rPS no 

t;: ye> 

I 
ves 

no no 

,no no 

I"" ' 
no 

1yr.s no 

l yf'\ no 
,Yfl\ •"" no v•• 
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Exhibit 44: Estimated cost (per seat) for cloud based core financial system 
licenses 

- r-- - -- -- - --
- Value Source - -- -Key assumptions 

nnum) Hostmg ($per year per a 

Oracle License per user ( 

License d e redat1on (yrs 

Oracle maintenance & he 

$2,200 Oracle on demand hostmg costs for 2,200 users 

total) $1,940 GSA schedule pnor d1scount 

) 7 ~e length of license or could be as one t1me 

lpdesk ($per year per user) 

Subtotal 

%) Assumed d1scount rate ( 

Endmg costs (per seat pe ryearl_ 

Triangulation for Oracle license cost ·· SSA example --

$400.0 GSA schedule 

$ 2,877 

30% - -- -
$ 2,014 

r-
~SA ___ 

Oracle on-demand (mira, ma1ntenance, devel) $M for SSA $1.1 USA Spend1n2 to r SSA Oracle on demand at em bass s stem (Oracle 

U of financial management FTEs at SSA 
i--

sss ~B Exh1b1t 52 ---
~I users (assum1 ng fact~ 3,330.0 Assumed rat1o fa 

Total users (assum1n6 factor of 2) 1,110.0 

cto_r __ 

Assumed ma1nte_nanc~c()sts for Orade__at Embas~ $330:1. ~esents over 50-90% diSc~nt off list pnce 

On Demand Deployment Models 

Description @Oracle @Customer 
Customer Customer ..... .. 

Oracle/Customer 

Server Pbltform(s) Customer 

Customer 

- Operating CAPE X 

440k 230k 

Assumptions: 

Estimated pricing only. 

Ba~ed on a standard 200 user £-Business Suite implementation. 

No customizations. 

Sofu.vare License(s} not included in base pricing. 

Software implementation not included. 

Avg cost per 

@Embassy 
Customer 

' .hf:le 
= I --~ 

0~ --
Customer 

Operating 

325k 

user/year 2.2 1.2 1.6 

(calculated) 

Source: Oracle 
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Exhibit 45: Inventory of core financial systems and candidates for cloud offering 

,~, i I I I~ I· I 
I[DBW l[l!nll!] I j•. I . 
~~ l:!11ll • loouey: ..... .]@: .. 

~~ f:I!Iil) l~l .. . . . I :J ['J]j] :15'm: I 

Homeland Security 2,735 397 360 1 6 -
Commerce 1,347 346 221 1 3 --- ----

- 40,267 
-- --1---- --- r-----

5,72~ Defense 2,990 
1--- - ~ 1-· 
Energy t ,343 109 173 

---~---- !- -f- -
In tenor 2,060 177 286 

I- - I- -- ---
Justice 4,618 35000 7.58 386 539 - - - -
Labor 721 95 99 

~sportat ion 2,338 249 366 1 1 - !- -
Education 497 139 86 1 1 -- - - r-
EnVIronmental Protection Agency 596 121 82 -r --- - --

256 General Services Administration 1,220 424 1 1 
~ - 1-
Health & Human Services l 2,827 366 573 - - f- -
Housing & Urban Development 988 175 190 1 3 - - -

31 4 
r--

NASA 2,Ws- 338 

Nuclear Regulatory Commission 21 34 

National Science Foundation -
-- - i- - --

208 9 36 1 1 - - - -
~e of Personnel Managem~ 2t0 1500 7.14 79 39 - - - i- - -
Small Business Adminsistration 133 12 23 1 3 

Social Secuirty Administration 
i-

547 59 71 
- 554 - - -

Stale 0 56 
- r--

Treasury 824 89 102 1 1 -- ,... 
USAID 1,063 -~ 90 1 1 

- I-- -
Agriculture 3,304 35000 10.59 529 399 - -

Veterans Alfa1rs 4,007 44 287 

Total 74,596 7,248 10,404 10 21 

3.3 CENTRALIZED GENERAL LEDGER 
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Exhibit 46: Centralizcc..l general ledger- savings detai l 

"s..Jvrngs related tOdUIOmal1118 and C•mtra,ll/11"18 T8 

pi.Jtform 

c }. (.l)nsolldJ"on of e:~d'tf"' ttl~ I baL1ncf' rttportl,. ll>'f'Strml t 

o&M C0'5ts for e'lflstlng <system-s, (pE-r 5"ystrm) $ 
Number of extsunc. SV"items to be repla<Pd byo c, lAS 

• Tctal current O&M costs for ~·•~trng ~y\tem~ 

r c·'ll of O&M for r"'£1W t:ystem 

. 

.. s 
s 

.l8~.04 +OMO h'>obot S2 

't!I'K,A~surnpuon financial report•ns '5J)f'nd brokfln Into 1 mam •rPas: f1n.Jnc1al 

.-stateml•nts, tnal bal~nce report•ns. cl'ld .td hoc reportmg 

2.~'6 \..IS Manoes Corps .a\ c.ao;e uvdy arhlf"Jttd 4~ sav•ngs from rnovu•g to tP'1tral Gl 

$9 M 

~ ;Asc;umpuon bac;ed off 000 syc;temiSAS OR.M \~nd of SlM (fmm •I us.aspend•ng.gov 

4 /AOS I FACTS II, IRAS, IFCS 

11 .oenved U x4) 

3 A~sumptton ba~Pd off 000 s.v>tPm t';.A~ 

c 3. R<!duc~ ""I from lmprovd controls 
Tctal spend .!:,elated to mtemal controll 

.. t-

.. s 244 U ~CMB u'>obot 52 

~ ollntemal <:ontrol!ii that ct:tn be lmprOYed through 

!iil ce.arnl!n•ng and autom.JtiOn 

.,... ~v•nes relilted to streamlmlng tTWnual con~tcls 

30% PtotJv•tl Study on ..lutorn.nf!<l convols 

f:JJ1"1.-i Prot1v1t1 Study on automated tontrols- http://www.prctfVIII com!tm

US/InsoghtsiBrow•e by Content/POV/Documents/POV Autom•:ed Control .. 

Prot•v•tt.pdf 

c 4 R<!ducti'!o ofdupfkotl'dii,..n<i.Jiou ountiuaand r~pootin, ;fforts [ _ $Sl M 

Tctal sp~nd on f1nanttdl reportll'lg 28:5 Oo1 FlndfK.Idl report•ng defrnt.>d t111)(1ntitles d\~()(teltt."'IJ w11h gPnPral•ntNrwl.lnd 

"of ftnall('tal repon•ns directly relatlnR to Gl (e.R, 

st.ltutorv repontng) 

~ ~avtngs related to ~tre.amJined reporting through rPntra( 

f s•nerall~ger • 
~ Tot01l c;~nd on budgN eKec.utlon a.$ 
._ '-'of budget eKerutlon relaung to budRrtary ~counting 

I "YY•ngs related to streamlined budRet ;KLounung 

through rentralgeneralledg<'r 

.s 

pvs.ttn_p 
I. "'!Hlwrnp rel.ned to stre:amllnlng ledger 

l Tctal ~prnd on .trPas whP.re data <ttandardrlaUon '' appltra~ $ 
Amount of reportrng that IS ad-hoc 

Rrdudaon In manual .and reccmc•liauon act1vlttes to 

gfn~rate Ml hoc reporting 

c 7, Cost avoklance In creatin&_ cu.stomh:ed Jnterbns r 
f(..tal spend on areas where data ~t.and,nd•z.ltton 1~ apphcdl $ 
Amount of report1n8 that 1§. ad . hOt r 

Rl•dlJctlon en manual and reconcllto~llon acttvtt•es to 

&< nerate ad hoc reponong 

~e•lerno~ l report'> s-uch dS flnanu.al !.lo11Pmflflt'5o, trial bal.mtP.1 131,114, 1219/1210. fund 

~~f ilius, ~ran~c11on hl\tory and ~d ho< quenes 

J')":Assumpuon f1nanctal reporting ~pend broken Into :1 rn.Jifl arPa'i. flnarKI.ll 

~st.JtemPnts, rs reponmg. and ad·ho< reporting 
35%j us Marone Corps as proxy. achoPvl'd 47'!1o <avongs from movong to central Gl 

I 783 J 'OMB Exhobot 52 

t0%1A'jsumptlon 

15')6fAS'5:Umpt100 
I 

r 
I 

2r.> OMS Exhobot 51 

~;Assumption f•naoual report•ns spend broken mto 3 matn .ueas; analysts. 

reconohdtlon. and postlnj to Gl 

35%!vs M•nne Corplo as proxy ach•eved 4"" Sd'llflP. from mov•~ to central Gl 

$29M 

I ~M 
2~S 

1
OMB Exhibit 52 

15% As,.umptton bas.t":d. site yt'jtt numbt"r quotPd rangtng betwPPn 30..·1,.•" of r~port1ns 

I 
30%,-Mr..:tn~.f'V F=tnance 360 

os Martnes corps reduced FM spend w+lh s~P\ by40'6 through tmplemto.ntlr'lg 

~automation and procE!'SS rede-:.1gn 

~ $46 M 
l524 ·OMS Exhlbot52 

tO% 1 Anumptton 

30!f.[·Mttc:lm.ey Ftnance 360 

t·US Maqnes Corps reduced FM spend With SS~ by~ thiOu&h tmplernent•fliJ 

a~toTCttu~n a!!d.process reC!_~·g~ 

'""' $111M 

NOTE: the feller "c " in the left hand column indicates an e.fflcienc.:l' .WI'inKs: the 
lellcr "v " an e..fj"ectiveness savinKS 

McKinsey & Company 1 79 



Exhib it 47: Centralized general ledger - Investment detail 

CO$t to d~piO\I Interface c1nd aosswalk data 

DPploymeot t~am conw.ts of 1 d~vf'lopPrs, 1 req&te-•a. 
and 1 tea"l lead 

lt. aulld rr 
lnfra .. tru' tLJre/Hardwarp 

2. Build deslen 
R@qulfements Rathenng 

Solutton destgn 

t Co'ltractors • solutton destgn 

.I 
r2. 1)(1monstr;Jte 

r

l Ptlot datatnterfates 

PtiJt run (t~t. red@~tgn) 

I I 

"l.A 

s 

$ 

s 

s 

[ 
$ 

$ 

' 1. D••ploy - - - -f 
~ Nomb<>r of onterfa<es (assume I onterfoce p<>r FM system) 

PMO leadershop 

PMO manager 

I Cootroctors - deploy 

x I 

r Wetve 1 deployments 'Interfaces & mtgratlon) 

I ~ Wove 2 d•ployrn<>nts (lnterfates & mlgrdllon) 

t Wi~ve l deployments (mterfaces & mtgratton) 

I 1 

Internal 

1nternal 

1nt emal 

$ 

I 
s 

s 

$ 

Wave 1 dPployme-nu (Interfaces & mtgrauon) E-xternal $ 

Wi Vf> 1 dPployments (tnterftKes & migration) e•ternal 

WdYe l d~ployments (lnterf.a<.es & migration) e)Ctemal 

1-1 Analoi: FMS 5pend on cre•tma mt~rfaw from SIO to c, TAS and crosswaU'ilng 

Souoc;e; IT.USASpendlng.gov, MS-15316 

Typical pro:Pct manag@~nt guldt>lln@ - Mrklno;ev P»r~rtf!n<@ 

$8 M, 

~.9 EducatiOn ha~ budgeted $4.3M for «qlll)ltlon ,;tnd lmplt-mf>nt-.t•on of hardwau~~ 

COTS soft 'A .are and llcen~s and lnlti.tl lmplement atlons of Enterpri!ie Data 

Wan!hou•,r based on plan\ not yet fully d('YP.IopPd. 

source: IT USASpE>ndtnR_.gnv 

.to Co~t of STARS genera! ledger f'\IIS wn Sl 8M In 2007 

Source: IT.USASpendtng.cctV 

$4M 

0.1 2 systems x 2 fTE~@$J401c JC 0.5 y@ar 

Sautee: Mcll.•mev bpenence 

0.3 2 ~y\tem~ ,.. 4 ffi!.li>$140k .oe 0.5 yec~f 

~~~r~e: Mc<lmey E~penence 

3.0 l.ogency (PMO) X U FTEs@$300k X I yoar 
l deployment team-: of 4 to rover bu1ld, test, deploy of; genf>ralledger and 1 

ftnanctal 5VStems pilot mtegr.tt Jons 

Source: Mct<msev hpenence 

Sl M, 

1.1 2 p•lot systems • 4 f1Es@$140k x 1 yea• 

SOurte: McKinsey EJcpenence 

1.1 1 pilot sysaems x 4 Flls@$140k x 1 year 

soure@: Mcr<1nsey Exptanence 

$16M. 
22 ·4 for FM.JtlS CO\IIenng 20 FM sy\tems, rt>mlflmng 24 FM systemo; wdl consolidate to 18 

'V''""" by 1013. Total of 22. 

Note: does not Include 000 

Soune: GAO Report on Finanual svstems 

0.8 I or,oncy (PMO) X I FTEs@$2001« 4 years 
Source: Mc,;lm:tay Expenenc~ 

0.6 I agency (PMO) x I FTEs@$140k X 4 ye•rs 
Source: Mcl(lnsey e~tper1ence 

4 8 I agency (P"'Ol x 16 FT1's@$300k x 1 years 
4 deploym£>nt teams of 4 to rover deslgn,bullt,test ,deploy of; Treawry-sy~terYK. 

reporting. J,~ayroll, and generat ledger 

Source: McK1nsey e~eperaence 

1. 7 6 early adopter sy\tems x 4 government SME FTEs" 0.5 yedrs 

~O~te_: McK111!~Y ~pene~_ 

4..5 Sw~P 2 !-yJtems. ~t.4govPrnment SME Flli x lyears 

SOurce: MCKinsey Ex~rlence 

3.-l 6 wave 3 ~v!>tems >;, 4 gov.mment ~ME FTEs x 1 years 

Souraa: Mcl\ lru.ey Experience 

3.6 
1
6ear1y adopter o;ystems x4Contractor FTEs ~ 0.5 years 

Source: Mr.Ktnsey EJtpenenc.e 

9.6 8 wave 2 sy',t ems • 4 Contractor FTEs x 1 ye<Jrs 

Sourc~: M(t(.msey fxpenence 

6 wave 3 sy_)t ems )1.4 ContrCKtor FTEs x 1 ye.Jrs 

Sourc@: M~Kimey !•pertence 

$1000 fee per person tor 2-d.:ty trammg sess1on x 4 pe<1ple per system 11: 22 sy~tems 

source: Oracl e UnJYers,ty 

Tot.al I Sso M 

NOTE: the feller "i " in the left hand column indicates an internal cost; the letter "x 

an external cost 

McKinsey & Company 1 80 



3.4 GRANTS PAYMENT REQUEST PORTAL 

Exhibit 48: Grants payment request portal- Savings detail 

1 managing payments requests 

c !2. Automated payment request processlns operations 

i Total unanctal rnanaeement spend on grants 

t 
Efftc.tency ~avmgs from automdted solution 

Adopt1on 

v . 3. Reduction In Improper grant payments• 

r Improper payments grants dollars 

l Percent of s_ra~t p_ayments_ no~ recol~ed 
,. duplicate payment_s to b_e av~d~ _ 

$HM 

USA Spend.gov 

17% of grant system costs d~rectly onvolve payments (USA IT spend· 

exh1b1t 300 ·e.g., ASAP, PMS, etc.) 

40% Directly proportional efficiency savings from automated solution 

$43M 

$115 OMS Exhtblt51 

·10'\ii 50% dSSumed 1n IPP busoness case 
50% Assumption, percent of grant programs to adopt 

L-··- $22 ""!, 
$881 Data.gov 1mproper payments database 

• 5% Assumpt1on assume most grants overpayments gets recollected from 

large onst1tut1ons) 

:;o% l ~s~mpt~n 
'Toial , 1 ' i $78 M 

NOTE: the Ieifer "c " in the leji hand column indicates an ~fflciency savings; the 
letter "v " an e.ff'ectiveness savings 
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Exhibit _.9: Grants payment request porta l - Investment detail 

• Unit of deployment: 16 ~gency clustero e~ch supported by one of 16 financialona~gernent systems (~6tot~lx (19/24) proportion of grant 

agencies 10 systems to be retired via "Standard core financial systems delivered via cloud" Initiative 

1. Build 

1 Solu!_!on d~sogn Absorbed by Grants LOB 

x S(stem I 0 

2 Interface coSt for IPP ($2.8M) scaled by grant program onterfaces (l6/46 

~57%) 

2. Demonstrate 
I Po lot run · test, redesogn (a~ency rE>sources) 

x Pilot run· test. redesosn (contractor resources) 

3. Deploy 
P'-10 

I Oeploym,.nt • 3 waves (agency resuurtes) 
x Deployment · 3 waves (contractor resource) 

[ 

4 

1 

3 

Source: IPP busoness case 

5 al!ency clu<ters • 1 govPrnmPnt FTE" • 1/ 2 yPar 

5 agency clusters x 5 contractor FTEs x 1/2 year 

-
3 GMloBsx I m.- 15 yp~rs 

ll agency dusters x 2 gov't FTEs x .5 years 
11 agency dusters x 1 contractor Fils. .!1 yeM 

Assumes re-use of lnterfdte~ 

$4M 

$4M 

toi.M I ' ' $11 M 

NOtE: the feller " i" in the /e.fi hand column indicates an intemal cost: the feller "x " 

an external cost 

Exhibit 50: 2009 Improper grant payments 

AGETL ·I PROGRAM_NAME 
DepartrnentofEducatJon 
Department of Education 
National Sc1ence Foundation 
Department of T ransportatJon 

Department of T ransportat1on 

Department of Homeland 
Secunty 

Totel 

Pell Grants 
Tille I - Grants to States 
Research and Education Grants 
FTA Formula Grants Program 
FT A Caprtallnvestment Grants 
Program 

Homeland Secunty Grant Program 

2009 
2009 
2009 
2009 

2009 

2009 

Source: http: //www. wh itchousc.gov/omb/ fi nancial_ fia _ improper/ 

AMT_IP •I 
570 

29 
0 

3 6 

17 4 

261 

881 0 
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3.5 CENTRALIZED COLLECTIONS PLATFORM AND SERVICE 

Exhibit 51 : Centra lized collections platform a nd service - Savings deta il 

c 1:.. C'!nsolldate AR systems 
Number of collection platform 

Annual spend per system 

Number of systems to be retored 

c 12. Consolidate AR operations 

' Total fonanctal management spend on AR 

VJorkforc-:_ i~ scope 

llntoapated adoption rate 

~.savings from consolidating operations 

% savongs from reduced costlocatoons 

savings($ million) 

Value soure<> 

USAspendong.gov on ~ollectoon plat!orms 
USAspendong.gov on collectoon platforms 

$20M 

AssumptiOn (50" adoption wtth max of platforms muse and low· tech 

solutoons from agencoes) Potentoal candodates USDA, VA, DOD, DHS, 

DOT. HUD. DOC, 001 (based on de·centrallzed ops, hogh proportoon of 

/IR FTEs, and lack of ontegrated plalforrnl 

OMB Exhoblt5l 

Stte VISitS 

T lxpected adoptoon 

ill% 1 McKinsey Finance 360 

$31M 

lo% 1 Oafferential of satanes between locateons.llke DC and tower costs 
loc.auon" such a~ OK ctty for "tmtler IPvPI (e.g .• GS~ 7) 

v fl· Faster ref;rr~ ls to OMS* - -- - T - I -_- -=-- - ::- ~-= = -= -::: $277 M 
!Average annual debt flow onto dPi onquency every year (1 111,616 h~ of annual non-tax AR of ~625 Bn (based on hostorocal analyses of 

dat past due) fTROR) 
] _ OMS port foloo 20U ondocates $131 Bn of AR debt ROne delinquent 

Assume% of dPbt collected at agency b/t o-6 months of ';()% ' Prrvate sector collectoon on credot card ondustry: 72% wothon 6 month< 

I delinquency 
1
past due (considered best practice) 

'-fAgency referral rate 

~ 
~mprovement on collectoon rate !180 -->90) 

,lmproveme'!t on rollectio'!_rate (90 --> 0) 

Adoption to 90 -- > 0) 

v :.;: Oe~se in funding costs• 

Curr~_nt delinquent debt annually re~uped by 0~ 

"-annual floatong rate 

Days referred earlier (180- > 90) 

Detonquent debt referred to OMS on 2010 os $112/146 Bn (woth $45Bn 

1 
exdudpd from Cross Servocong) equovalenl to 25% collected 

6S"' 
1 
Current leakage assumed: 411% debt referred· (debt Ineligible for cross 

servocong +debt not referred) on m010 Sll2-(S4S+SS) 

110% 1mprovement on actual leakage based on decrease m cross 
f , servicing exception<, and cleaner data through consolidated platform r 0.~%_ ~5;;. b~kup ~1 - -
I 0.5% SeP backup ~I 

1 50.0% Reco.,;-mended policy change 

t f: $43M - -~ --;,--000 http://w~ fms.treas.gov/news/factsheets/delonquent_debtcollectoo 

n 2009.htm l 

. ! 3,'!__ f T;easury.gov 1,!1-yr bon_!! rate 
I 90 Recommended policy change 

NOTE: the feller "c " in the left hand column indicates an efficiency savings: the 
feller "v " an eff ectiveness savings 
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Exhi bit 52: Centralized collect ions platform and service- Investment detail 

---'-'v-"-a luo· <;our<t> 
• Unit of deployment target agencies have 20 financial management systems 

[1. Build J 
1 Solution design . requirements. RFP, negotiation, setup($ 

mllloon) 

x 
1 

Enhance current collectton.,. <s"y'itPm (S m1lhon) 

l2. Demonstrate-

Po lot run (test. redesogn) 

J. Deploy 
~MO 

x Scale 

x I t<orlng •nd traonmg 

1 1 Mlgratl~?_n- 3 _wave~(agency resources) 

x M1grat1on • 3 waves (contractor resources) 

$2 

$3 

J m~ I 2 agenctesx 5 Government FTEs ($140k) x 1 year 

I fstomated re<t o f AR b1lhng and platform 

L Proxy omplementatlon of pmm at $20M (source: USASpcndtng.gov 

] SlM 
1 ~ agenaes/platforms x 10 ~ TEs xI year 

for edCh demonstratoon. 2 team< of~ FT~ (1PM, IBA.Idev. IOBA.I 

h?st~r) • I on solution owner SldP ~nd onP on asPnry sodP 

r ~~ 
.. 1 

$2 I agency sy.tPm group x 5 FTE< • 3 y~or 
Sll 4,800AR fT~ (EJ.h1bot ~2) • 80% non boll entry work (sote vosot) • !>0% 

•doptoon • (1 20% consolodatoon) = 1536 FT~ t o mograt~ 

1536 x 7k faahty ramp up co~t (mcl.l..lptops, Desktops, Phones, Desk, 

Modems, Broadband, Remote Act.e\S, Pnnter\, Copter-s, Rent, 

Software LJcense Revoew, 2 months rental spare on 150 sqr/ft) · ·see 

backuplt.2 

$10 • Htrong: $1K per hore, 1 months of traoollnj at $66K per yr 

S9 _. 18 agency sy~em grouP.• x 5 gov't FTEs ($100) x I year 

$1b 18 agency system groups x 3 Contractors ($300) x 1 year 

1~1 . I : s1s"' 

NOTE: the letter ··; " in the /efi hand column indicates an internal cost: the letter "x 
an external cost 

Exhibit 53: Facility ramp up costs for transactional FTEs 

Facility setup cost area 

Laptops, Desktops, Phones 

Des~ 

Modems, Broadband, Remote Access 

Printers, Copters 

Rent (based on $U rental cost 'per sqr/ft per FTE x 3/U months) 

Software license Review 

Total 

Sou1ce: McKinsey benchmarks, team research 

Low 

1.000 

100 

250 

100 

450 
750 

1,650 

High 

4,000 

200 

500 

400 

450 

1,500 

7,050 
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Exhibit 54: Improvement in delinquent collectability based on referral pattems 
Cumulative collection rate difference' 

•t ll1 N f1 !_ 

- • - Baset•no (agency 
12 referral afmr 6 months) 

11 

10 

9 

7 

-- Agency do no1reter 

Agency refetral after 3 monltt~ 

OMS handles end to end 

If agencies relor 
10 OMS debt to 
OMS end-to-end 
rromday l , ihey 
will reach the 
most benelits 
(-1%) 

/ 

,·/ 
/ -·/ 

/~ OMS currently starts 
/ "·/ collection a1 180 days. 6 

5 
·h. _. and achieve 11% 
~ · - overall recovery rate 

3 
(······. 
..... ·· 

2 

3monlhs 

If OMS slarts collection al3 
months. agencies Will realize 
boiler collecl•on 3 monlhs earlier 
(-.5%) 

6 monlhs 9 monlhs 

12% 

/ 11%~ 
~ / 10% 

12 months 

I Ass,Jmo OMS co1Jec1s debt 20% benCf than the agonc•es due to access to OOttet' collec:tlOI'\S tools staodarOzed processes: 
SOUACf ·Team analySis. McKinsey collectiOns pract1ce e•p8(1 

Exhibit 55: Delinquent debt becomes harder to collect (private sector example) 

Dollars collected, as percent of balance due 
99 

100 
90 

80 
70 

60 
50 
40 
30 
20 
t O 
0 

0 

72 

3 6 9 

Of all debts that become a year 
past due, this lender collected 
only 28% of the outstanding 
balance 

12 15 18 21 24 27 

SOURCE Mel<>._ & Company e>pe<141nceWIIh top-5 US """' comm...,allender 

30 

Note: This 
curve does 
NOT account 
for the fact 
that the 
riskiest debts 
are also more 
likely to stay 
uncollected 
for longer 

33 36 

Months past due 
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3.2 SHARED SERVICES FOR FINANCIAL TRANSACTION PROCESSING 

Exhibit 56: Shared services for financial transaction processing- Savings detail 

c 12. Savings from geo-consolldatlon 

~hared serviCes locat1ons 
T 4 -

.. 
$ 

11"'Site VISit (e.g., FAA m1grat1on to DOT, lnclu<tve of process 

standardtzalion, performance management. re-org. exclude wage 

_ 
1 
tansolldatlon because tn s1nlllar locat1on) 

80.00 , Fed>eope analysis 

1 
~ . 

4,~~$10K FTEs 1n 14 agencies 

$70 M 

$32M. 

l 
Number of FTEs to be _Tov~d Into SSPs 

% savmgs l~;Conservat•ve .assumption based on GS·l cornpanson between htgh·cOst 

]ioc.~t•on (e.g., OC) and lower cost IOt.liiOn 

Wborcost s 0.08 Exhibit 52 

Tui.11 • I $102 M 

NOTE: the feller "c '' in the Le.fi hand column indicates an efficiency savings; the 
Ie fier "v" an effectiveness savings 
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Exhi bit 57: Shared services fo r fi na ncia l transaction process ing- Investment 
deta il 

~~<umber of agencies 

1 .~~~ration t.ost subtotal 
Labor savings 

least o f improving opera_llons at ~P 
: Cost of Improving operattons at each SSP 

1 SSP to 1mprove 

x [ Total 

r Scale up shared services 

t' Capac1ty requ•red 

f Hlnng I tra1mng cost ($K) l ''"''''"' ~ ........ ~ '"'' 

Value 

·s 
$ 

• s 

I 

.s 

-- 1-- ----
0.56 8 FTEs (DOT walkthrough) 

~ 6 months (DOT walkthrough) 

•• $1401( 
10 14 candidate agencies: OHS, DOC, DOE, DO), ED, HUD, NRC, NSF, OPM, 

_;SBA, ~!\• State, USAID, VA; Movmg the smallest!O Will yoeld >4000 

5.60 , u or agenoes • cost pe! agency 

• ~labor savings to come from reurement and contractors 

I 
4.00 

1 
ream expenence (cost analogous to lean program) 

$16M 

4 ,4 federaJ SSPs: GSA, 8~!'· NBL. ESC 
16.00 .:.creates addlhondl capac• tv needP-d •n r.r~t yPar to ramp upJ 

l ~M 
3,000.00 t 4000 FTE (on scope tor movong to shared serv~ces) x 

20% consolidation effiCiency gam) 

12.oo: Assumpt•on: 2 months at 66K • cost of h•nng ($1K) 

$7' 1k faohty ramp-up cost (•nrl. tap tops, Desktops, Phones, Desk, 

jModems, Broadband, Remote Access, Printers, Copoers, Rent, Software 

jl1c:ense Revtew, 3 months rental space on 1.50 sqr/ft)- see backup RZ 

ioial 1 j I 1 $79 M 

NOTE: the Ieifer " i " in the lefi hand coh11nn indicates an internal cost: the Ieifer "x 

an external cost 

3.6 OPERATTONALIZ ING CONSISTENCY IN CORE FINANCIAL DATA 

Included as part of the Centralized Genera l Ledger (GL) initiative 
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3.7 RISK-BASED AUDIT POLICIES 

Exhib it 58: Risk-based audit policies - Savings detail 

S..vlngs ($million) 

I c ~i · h exCPptions at i'(E.>ncy level 
Adjusted •pend on OIG 

I R~dLKtlon In activity a~soclated with OIG audit as 

ajenc1es move to every other vear audit 

t $76 M 
t S 163.7S OMB Exhlbot 52 <pend on OIG (all spend •.eluding 000. Stat<', HHS, NASA bP<.>u<e of 

lac~ of clean audit optnoon) 
5~-Halt thP numb~r ~f agPnciPS undergomg OIG audit when mo~Jtng lo ~ btenmat model 

Canada performs cvchc.al (every resular Interval) and exception audtts I depending on 

s.1mplong) 

' lf.crenu~nt~l tltH of performmR top-level federdl aud•t S .ZO Wai-Mdn ~pent S7M m cunsohd.11~d c~ud•t · Sc.ahng up for !ltze of government 

~ 
$11M OMB Exhtbl52 (all spend pxdudtng DOD, State, HHS, NMA bec.tu!>f:l of qu.JhftPd audtl 

'"optmons) 
R~ductlon In acuvuy assoctated wtth supponing 

.. a.1dlton ((to S . pulling ~mp_IPs!.. t~~tng~ntr~l,. ~tc.) 
.20% Bao;ed on r~duct1on of sample sl1e by 20% (currently at SG-100% of all transactions per 

~uevtstt) 

[i D<>p~ ma~ge audiu;;:;;;;-.,7e closely and through pooled <on~~ 
Tolcll spend on external ftnanCtal statement audtt ti 11~.67 OMB Exhtblt 52 on OIG FtntJnctal sttJternent audtt 

t- 1uppon (conu .. ctorsonly) . 
,._ reduct ton'" fees paid to auditors based on 

communttte~ of pract1c.e and streamlined mterpretauonl 
of audtt policies (e.g .• Pn~fened audrtor(s) for loan· 

r~lated agencte•J 

1~ Assumptton 

NOTE: the Iefier "c " in the left hand column indicates an efficiency savings: the 
Lefler '· v" an effectiveness savings 

No in vestments required for th is in itiati ve. 

3.8 MODEL FOR LEAN FINANCIAL MANAGEMENT 

Exhibit 59: Model for lean financial management - Savings detail 

($millio n) 

!>ource 

$UM 

c '1.. Streamline financial management operations 

r Fmanclal operations spend In scope (e.g., AR, AP, 

dosbursement, reporting. 1ntemal controls, auditing. 

flnancfal~ystems, accountln!! policy) 

8,500 
$170M 

9 potent•al programs within mid-large agenCies with large footpr1nt, 

and room for omprovement (e.g. DHS, DOE. DOJ, HH5, HUD, NASA, 

\;SAID, USDA) 

HE costs ($K per year) 

Lean process eff1c1encies (e.g., demand management, 

process re-deSign, orgamzallon streamlining. 

$80 f.xh1b1t 52 

Government McK.nsey Lean Pract1ce 

NOTE: the feller "c " in the left hand column indicates an efficiency savings: the 
feller "v" an e.flectiveness savings 
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Exhibit 60: Model for lean financial management- Investment detail 

I Investments($ million) 

2. Demonstrate 

• r P11ot program 

l 

r3. Deploy -
1 1 reasury PMO (document scalabiP processes) 

• ! I'Tlplementatoon management (contractor resources) 

1 I'Tlplementat oon support (agency reources) 

l 

r 4 

2 

36 

~

i 

~ 
- - - -

agency • $4M typical cost for 3 month lean program (team 

xpenence 3 teams of 5 cont ractors coverong each 300 H~) 

!-- --- .. -= 
5 FTEsx 3 year 

j ::::~:'::~ $4M typ1cal cost for 3 month lean program (team 

I q agenc1es )f 3 fTEs x 1 yPar 

(does not Include part ume support from lone) 

$OM 

$4M 

$39M 

!r.:UI ; . ' ~ ' . . . . . ~ ; '• I . f '• I ' I . $4J M 

NOTE: the letter " i " in the left hand column indicates an internal cost; the letter "x" 

an external cost 

Exhibit 61: P•·ocess efficiency form subseq uent implementation of IPP and 
model for lean fi nancia l management initiatives 

Example implementation of IPP and model f or lean financial management initiatives 

Hypothetical State 

0. Current AP shop 

1. After IPP 

3. After Lean 

Productivity impact 

IPP total AP productivity 

Lean after IPP 

# FTEs 

1,000 

700 

541 

30.0% 

22.7% 

Productivity (# of 

invoices per FTE) 

4,090 

5,843 

7,555 

Source 

FMS: 41 million invoices government 

wide for 10,025 AP FTEs (Exhibit 52) 

·Assumed 60% of AP is invoice 

processing (McKinsey Experience) 

• 50"/o automation of invoice processing 

(from IPP business case) 

Productivity benchmark: McKinsey 

median private sector practice from 

Finance 360 
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G. Critical enablers to support the transformation 

We have identified three government-wide critica l enablers to support the 
transformation of the financial management landscape: 

• Governance model 

• Communication and buy-in 

• Funding approaches 

1. GOVERNANCE 

We have identi li ed 5 key groups of stakeholders to gove rn a coord inated transformation 
approach: 

• Steering committee (Office of Management and Budget, Treasury. and/or se lect 
agencies) 

• Treasury Office of Financia l Innovation and Transformation (OF IT) 

• Solution owner 

• Solution working group 

• Advisory group 

Exhibit below outlines roles of the various stakeholders in governance process 
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Exhibit 62: Pa·oposed governance model 

Manage end~to end 
ptann1ng and execut1on 

Des1gn, bUild and 
operate solutiOn 

Dnve change 
management 

• Provide 1nput mto 
b~s,ness 

requirements 

S~are best 
pract•ces 

BUild consensus 
and establish 
gu1delines 

Prov1de 
rec:ommendat1ons 

t 

Solution Owner 
• Initiative manager I 

contract manager 
• TBD based on 

Initiative 

• 
Customer Control 

Boards I Working 
Group 

• CFO I DCFO des1gnee 
• CIO designee 
• Lead agency 

• Set overall d•rechon and manage 
tradeolfs 

• Commun•cate w1th sen•or agency 
leadcrsh•p to enroll p1lots 

Steering Committee 
(OMB I Treasury I 
Sotect agencies) 

Initiative Ownej 
• OFIT 

• Generate and evaluate 
concepts 

Advisory Group 
• CFOI OCFO 
• CIO 
• SSP representation 
• OMB 

• Develop validate bus1ness 
cases 

• Draft 1mplementat1on strateg1es 

• Convene workmg groups to 
facilitate solution d evelopment 

• Prov1de user 
porspect•ve on 
current 1ssues 

Provide 1deas 

Champ•on 
101tlat•ves 

We ha ve proposed a preliminary li st of initiative and solution owner based on program 
mission, capability, and an initia l round of syndication meetings (Exhibit 63) 
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l<:xhibit 63: Potential ownership of initiatives 

lnltlallve Initiative Owner Solution Owner 

Electronic invoicing portal 
• OFIT • FMS 

2. Standard core financial systems delivered via cloud 
• OFAS • GSA. BPD 

Centralized general ledger 
• OFAS • FMS 

4. Loan and collateral information management 
• Une of Business • TBD 

Grants payment request portal 
• OFIT • Line of Business 

Intra-governmental transaction clearinghouse 
• OFIT • FMS 

Centralized collections platform and service 
• OFIT • FMS / GSA 

Shared services for financial transactiOn processing 
• OMB • SSPs 

• OMB I CFO Council • OMB CFO Council 

10. Operationalizing consistency in core hnanctal data 
• OFAS • Treasury 1 FMS 

Data Regtstry 

11 Risk based audtt policies 
• OMB / OIG • GAO 

12 Model for lean financial management 
• OFIT • TBD 

2. COMMUNICATION AND BUY-IN 

Communication and buy- in from a range of stakeholder groups are critica l to the 
success fu l adoption of these in iti ati ves. We recommend the l'ollowing acti vities below 
to gather momentum on th is strategy 

• Prepare and execute a road show 'vV ith key dec is ion makers and influencers (e.g., 
senior agency leadership) to build support for launchi ng recommended initiatives 
(Detail ed acti vities prov ided in Exhi bit 62) 

• Conduct outreach for broader financial management community to bui ld 
excitement and ensure readiness fo r change management 
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Exhibit 64: Communicating and outreach strategy 

Stakeholder group 

I 

I?ICFO Council 

OCIO, PMC 
I 

I 

' I 
i 
LOB Leaders 

I 

I 

Shared Services 
Leaders, 
Customer Control 
Board 

I 

Communication and outreach strategy 

Get input and build support for launching recommended initiatives 

1:1 meetings initially followed by group presentation 

Focus on government-wide impact and agency value proposition 

Meet with selected LOB Leaders to get input and build support; e.g. , 
Financial Management. Grants, Loans I Cred1t 

Focus on government-wide impact and value proposition for LOB 

Meet with Shared Services Roundtable and Customer Control Board to 
communicate strategy and obtain their support I input 

Focus on value proposition to CCB and shared serv1ces providers 

In add ition, in order to ensure that government-wide solutions arc being developed (i.e .. 
solutions that meet the needs of multiple agencies), we be lieve working groups arc 
essential in solution development. Below is a proposal for solut ion work ing groups. 
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Exhibi t 65: Suggested working group and objectives 

Suggested working groups for select initiatives 

Sta~dard CFS 
Working Group 

Relaced Initiatives 
Suggested 
members' 

• Central G l • BPD 
• Core data oloments • DOT 

• DOD 
• USDA 
• DOJ 
• Treasury 
• OMB 

• Standard CFS • BPD 
delrvOfod v•a cloud • DOT 

• Core data elements • USDA. DOC 
• Cusromor 

control board 
• NSF, HUD 
• OMB 

::J 
• Shared ltansactiOO 

SSP W lroanctal 
Group managumenl 

• Model F1nanc:e 
Program 

• BPD ARC 
• DOt NBC 
• DOT ESC 
• GSA 
• FERC. DOC 

Collocdons 
Working Group 

• OMB 

• Cenlral CollectiOnS • FMS 
Serv.co • GSA 

• Shared s~rvces • SBA 
• DDT 
• USDA 
• DOt 
• OMB 

I MGt'lbe•s on bold are suggesteti plot agenc•os 
2 Agent ps w•lh $1QO!focant colle<.•ons operal•ons 

3. FUNDING OPTIONS 

Committee Ob)ecttves 

• Identify core llnal)(;t.ll management st.,lldards as a subset ol ex•stulQ 
agreed upon St.lndards for financial man:1gomont 

• Develop .md man;1ge techniCal requtremonts to Implement coro 
standards 

• Fteld rest requ•romenrs in ongoing 1mpklment:U1or\S 
• Develop strategy to d11ve adopbOn \11.1 sh.lrod technology soluhons 
• Es\abltsh 5 year stand.ltdS reVJeW process to add mochfy standards 

• Synd.cate Mllhatrvo to target ageooes and gather Wlput hom bwadcr 
CFOcommumly 

• Work W1!h vendors to tmpiCment core standards reqwrcmcnts and 
Sland up olfonngs and Jdontrty lnfrastJUtturo provider 

• Develop detailed bus•nass case compated to trad•tlonal offonng 
• Negotiate w1th vendor on standard seat license pncing lor govemn-.ent 
• Establish govem.ng polq and customer change board 

• Partner 'W•Ih CFO Counal to gather and pobl1$h benchma~s aetoss 
SSPs and >g<1ncres 

• Establish common per1ormance moo.cs and def•M•ons 
• Oocutnent and shato best pracuces acro~s SSPs 
• Engage w•ttl pnva10 and ttutd·parly SSPs i.\S necessary 
• Oevok>p st.lndard priC•ng strocturo w 1th •ncentlve:d•sinconuve schomo 

• Partner w1th CFO-Councll, FMS to dehne collociLons perfounanco 
dashboard compriSing agency and external benctvnarks 

• Gather stakohotder W'lput alld drah new colactoos pot.cy changes 10 g • 
rele<ral. TOP e•cephons) 

• Enact pohcy ch.1nges by execuuve order. or OMS guidance and eteate 
convnumcahon oulfodCh program 

• Srand up platform and toolk1t offcnng 
• Scalo up sharod serv~~..o 

Our preliminary business case indicate that $500 million 1n in vestment may be required 
to implement and scale the initiatives, with approximately 60-75% of the investments 
dedicated to contractor and the purchase of solutions. We have identified three major 
cost areas where in itiati ve may requ ire investment: 

• Platfo rm - cost to build or purchase any technology solution 

• Infrastructure - cost to bu ild or acqu ire any technologica l (e.g .. data center) or 
physica l (e.g .. fac i I ities) infrastructure 

• Migration - cost to migrate techno logy. operations. and or people onto the new 
solution 

For each cost area, we have proposed one of four primary ru nding sources (Exhibit 65 
shows the proposed funding option for each init iati ve) : 

• Vendor support I partnership where the vendor will help absorb the cost to stand 
up the solution (e.g., cloud so lut ions) 

• Federal a ppropriation from Congress. spec ifically for a solution - lor example, to 
stand up platform or infrastructure which previously docs not ex ist in the 
government 
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• Agency operating fund to migrate to new solution and recover the investment via 
reduced future operating expenses 

• Government revolving fund where reserves could be used to sca le up solutions 
fo r shared services and plallo rm prov iders. and where in vestments would be 
recovered from increased future revenue (relevant only fo r those agencies who 
already have such an ex isting funding structure - e.g., SS Ps) 

Exhibit 66: Pr·oposcd fund ing model 
Fundong optoons 

lnotlatove Component 

E·lnvolcing • Platform 
• Agency mogratoon 

CFS via Cloud • Platform 
• lnlrastructuro 
• Agency mogratoon 

Central GIL • Platform 
• Infrastructure 

• Agency adoploon 

Loans • Platform agency 
• Agency mograloon 

5 Grants • Platform 
• Agency mograloen 
·Platform 

6 IGT clearinghouse • lnfrastructuro 
• Agency mograuon 

7 Collections • Platform and tools 
• lnfraslructuoe 
• ScoVIcc scale up 
• Agency rnlgoalion 

8 Shared services • SSP scale up 
• Agency mogratoon 

10 Data consistency • Soluloon desogn I polot 
• Agency adoptoon 

12 Model lean finance • Agency poiOIS 

Not~ 

9 f l'lllnC!a .. tnat13Qament benchmanong '' a1readf' ln ptoyreu 
11 Au(l!l poky ~n~tla!ove reqUires m.onmalrnvet.rmtnl 
and IS out Dl scq>e 

l; 
~ .. 
> 

~ 

~ 

"o. 
"' ~ .., c 

c: '5 

~ <! n Q 
0. 
0 Ratoonale 

~ • FMS to absorb onvestments to enhance soluuon 
~ • Agenetes mogratoon cost are ollset by reduced future operatoon costs 

• Customer control board to mandate vendors to proVIde sotutoon 
~ • Hostong provider to absorb cost ol onlrastructuoe buold up 

~ • Agenaes mogratoon cost are ollsct by reduced fu ture operauon costs 

~ • Treasury to request fundong from OMS to stand up solutoon. 
~ 

~ • Agencoes requore onccntoves to adopt solutoon 

~ • Loans program agency to self.fund tho project collabooatovely 
~ 

~ • Grants LOB agency to self fund tho prOiCCt collaboralovely. 
~ 

~ • Approproatoon lund requored to develop solutoon 
~ 

~ • Agencoes mogratoon cost are ollset by reduced lutuoe operauon costs 
~ • Collecloon provodor to absorb cost of solutoon and servoco scale 
~ 

~ 

~ • Agenc•cs m•grat1on cost ore olfset by reduced future operatron costs 

~ • Cosl of growth os olfscl by oncreased luiUro demand 
~ • Agencoes mogratoon cost aro offset by reduced lulure operatoon costs 

~ • Treasury 10 lund workong group to develop solutoon 
~ • Adoptoon cost woll be absorbed on lho next system refresh 

~ • Cost to bo offset by future saVIngs 

• Standtng up the sotubons requ11es approproaloon 0< fundono from lead agency 
• Agency to sell-lund mograloons and are onceniiVIZed by future saVIngs 
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H. Summary and next steps 

In this document, we have outlined our recommendations to transform financial 
management. For next steps, we would recommend the following to continue gathering 
momentum behind our recommendations: 

• Launch communication strategy by conducting synd ication sess ions with senior 
agency leadership 

• Complement e-voicing and intra-governmental plans with detailed business 
requirements and alternatives analysis lor Centrali zed Co llections service and 
Standard CFS 

• Implement qu ick wins to gather momentum, such as convincing shared se rvices 
providers to join torces, or agencies undergoing refreshing their platlorms to move 
to a cloud based so lution 
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Appendix 

CASE STUDIES 

Case example: Pay.gov 

Back·Jround 

ObJocllvo: 
• TI1e U.S. Department ol Trea·oury 

F1nandal Manageroont SOIVICOS (FMS) 
envlslonod ;'\ cenuallled, wob drtvon 
co lectmns portal !hat all agenc1os could 
ut••ze tor non troc collections 

Prio r to Pay .gov: 
• Very low uansacttons were stgn•hcantly 

automated Of processed ctectroniCalfy 
• M.~ny redundant colloebons sys.tems 

deslgnod <pocrlocally lor agency 
re<!Utlflments existed 

• Agonc1cs wore constrained by outside 
conslltuenrs (e.g . publte payers) who 
prt rerred vanous methods lor 
tra11 ;forriOQ funds 

Key obstades: 
• Agl'tfletes were not respc:ms•IJie tor 

tra1sacton processnlQ costs and thus 
did not actiVely seek low cost channels 

• Many agenctes dtd not havo sulhc.lont 
;taH or lundtng to build tnteqrallon 11110 a 
now system 

• Stgnthcant lead ume was requuod lor 
any systom'applicatJon change (e .g , 3 
ye;,r budget cycles. llorahvo 
reQUtfements def•llhon. ole.} 

Approach ..... 
ROII·OUI approach: 
• Pay.gov was Implemented tn phases 

where lunctlona111y, services :tnd .tytlnc::y 
mlgrattons were accorfl)hshcd 
sequontrally 

Adoption approach: 
• FMS fully hoan<:ed. doveloped ar•l 
ma~ntalled the '"'hal proof at coocer,t 
sysrem (Oepl o1 Vereran Nla•rs) 

• Subsequent agooctes were tHought on 
board based on thetr demand or the 
convorsron of a targeted collec.uon 
systom (e.g. ProAuthorized Debt!. O· 
lockbox} over 10 Pay.gov 

• An Agency l•atson was dopklyed 10 
educate agonc~es and assist thern Y1111h 

requtremP.nts gj•nerauon ard tnlograhon 

Technical approach: 
• Pay gov was butlt on rho cerltratued 

Treasury Web Applicaoons 
lnlrasuucturo (TWA I) 

Timing 
• Pay gov addressed 18 agency cash 

Haws (ACF) alter one year and h1t 
srgn~reao1 S<:<tle ( 137 ACFs) aflor 4 
yoars 

lE IUI!\AI Y 

1m pac 

Today: 
• -SOM transacttons covomlQ $708 tn 

collechons are SIQillfiCantly automntod 
v1a Pay.gov 

• 673 ACFs are covered leav.ng only 
... 240 loc.kbox ln~tallments uncovered 

• Coverage IS e,..pocted to conllnue 10 

expand 
• The conocttons u"'llrastructure has boen 

vastly rnodern•zed and simplrhed 

Key lessons leomod 
• lnttJal olfenng ltlYSt be destgned to 

maxlmlle adophon (e g low cost. 
des11abk! capabtlttros. clear 
impJP.menldtton roadmap, etc.) 

• Functtonallncent•ves must be ahgned to 
drive tu• adophon (e g process•ng coM 
charge backs 10 agoncresr 

• Stgnthcantlead l1me must be provided 
to endblo agorlC~s to obta'n proper 
lund•ng dlld prlonhza11on 

• A robust mothOd of customer trackmg 
must be establrshod (e.g .. CRM systom) 
to manage lungthy transuwns 

• S.gn•flcant due·<hhgence IS roqUtred to 
hod the nght contact partner Within an 
agency 

• Standard•zahon iS valuable but requ•res 
SJQmhcant upfront effort 
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Case example: BFELoB 

Background 

VIsion: 
• To create modern. Interoperable. 

lloJCible. cost ollcclive. and opumizcd 
soluuons supporung all phases olthe 
lormulal!on and oxocuhon ol the Federal 
Budget and linking budget tormulat10n. 
execution, planning, performance. and 
hnanclal rnformaBon 

Prior to BFELoB: 
• Very few agencres usrng automated and 

Integrated systems for budgeting 
purposes (e.g . only one ager'\Cy 
submtncd data to MAX electronically) 

• Great deal olwne and clfort spont on 
entenng and reconcthng data 

• Several unsuccessful auenl'IS to 
implement expensive systems 

Key obstacles: 
• s~gmhcant vanatron ln processes and 

wol1<11ows across agerlCres 

• Many agonc~es chooso to pursue 
automated soluUons unrlaterally 

• Primary agency tools for budgetulQ are 
E<eeland Word 

Approach .... 
Guiding principals 
• Improve Fedora! budgettng Wtthout 

compromising essonhal budgehng 
functions. 

• Based on a value propostuoo agenc•es 
voluntarily partiCipate tn the LoB and 
pay a llat fundtng (or n kind) 
contnbubOn to gain the benefits and 
government·wtde serviCes ttle loB 
provides 

• Ago-ncies opttonally tmplemcnt LoB 
sponsored tools and servK:es that they 
eithC!r procure and depk>y themselves or 
obtatn vta fee· for servK:e 

• Governed by the contttbuting agenctcs 
under tho auspiCes altho Budget 
OffiCers Advisory Council (BOAC) and 
1he Small Agency Counc1l 

Roll·oul approach: 
• Engaged agencies 1n open forum 

collaboration from tho begtnnlf\Q ot tho 
PfOQram 

• Allow agencies to opllonally 
lmptcmonted LoB sponsored tools and 
serviCes that d1ey e1dler procured and 
deployed themsetves or obtM\ed via 
fee·fOf·SetvtCO 

SOUnCE Budget Formulat1on and Exacubon Lme ol Busmoss tBrE l oB) 

Case example: Marine Corps 

Background 

Background: 
• Manne Corps started the R nanclal 

Improvement lntttattve (FII) to comply 
w1th Tho Ctuef Financial Ofhcer Act 
CFO) to process linanctaltnformahon 

accurately. t1moly and ready tor 
-oports 

• Manne Corps was previously on 
SABAS accounting system ptaUorm 

• Maune Corp was leak•ng more than 
\20M each year v1a revened balance 
rom exp11ed funds 

Context : 
• Prior efforts to ach•eve hnanclal 

management Improvements w1U1tn 
DOD had not been successful 

• Manne Corps however ts a successful 
example of financial transformahon 

Ap proac .... 
Approach: 
• USMC contracted Loglsttcal 

Management lnstttute (LMI) 10 evaluate 
SABRS 

-SABRS passed evaluauon wtth 
minor cortects 

• Focus was sh1fled to other stakeholders 
{contracting. facihttes, supply. 
personnel) and other DOD·wtde 
systems 

• USMC evaluated five strategic areas. 
resui1Jng in t3 lntltatNOS to explore 

Findings: 
• Found 700-+ practiCes for processtng 

source documents. and consolidated to 
57 (92o/o reduction) 

• Found 3000+ accountmg codes used 
differently tor each command. 
consolidated to 310 (90% reducuon} and 
mapped to budget line items to teduce 
miSCoding 

• Standardized codes !Of 37 buslness 
processes to identtly ntemal 
organizauons 

SOUP.CE Manne Corps IOIOI\IteWS. WNW m.t"II' BS md 

PRE ' ~'t"Ar Y 
mpact 

Today: 
• 26.000 members on MAX wtki stto 
• Six CFO acl agcr1ctes (USDA, DOE. 

HHS, OHS, OOJ. DOS. Treasury) havo 
adopted BFEM tools that allow users to 
automate the deltnllion. colleciiOn. and 
reporting ol performance measures. 

• Max Collect factlttates tncreased data 
collecuon capabthlles. reduced errors. 
and reduced lime spent manually 
consohdattrlQ and pubhshtng data 

Technical solul lon 
• Focused the solution on core functtorlal 

capabtltties (e.g .. numbers manipulation 
word processtng and document 
publishing databasc.'data warehouSitl{J 
anatys1s and model1ng etc.) 

• Appllcauons aro llextble tntegrallons of 
modules that connect via open data 
exchange technologtes and can be 
roused (SOA locus) 

Key tossons learned 
• lnllox•ble process-based approaches 

and complex software development 
proJects should be avo1ded 

• Voluntary agency adOpbon ~ not 
sutfc.•orll to reach s.gnlllcam scale 
Wtlh10 an expedJ!ed ttme frame 

lm pac 

Accomplishments: 
Established central lodger system 
though linking several legacy systems. 
resulting jn mlmmaltnvcstmcnt to 
actuevo Improved consohdated 
report1ng (USSGL, FSIO compliant) 
Recently reaUzed approximately $3 tor 
ovory S I 11 Invested '" improvemenlS to 
tiS rudtmentary linancial operattons 
Slgnrftcant reductton In penatt,es paid 
tor tato payments ($1 5MJ 
Achteved highest electronic processing 
rate a1nong DoD agenc1es 
Improved reporting while tedUCIIlQ 
labor costs 

Key Lessons Learned: 
Standatdl.zlng bustness processes and 
practiCes ts a cnocal loundatton for 
hnanctal management translormatton 
A system is never a ·silver bullet 
solutiOn 
Data should be matntamed at the 
sourco to ensure lntegnty 
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Case example: Canada central accounting and reporting 

Background A pproac ..... Impact 

Approach: Accomplishments: Background: 
• Prior to 2000. the Cal'\adiBil 

JOVPrnmcnt goner mod consol•datod 
linancial statements based on 
summary level data received I rom 
agencies on a momhly basts 

• Reeeiver General•mplememod a cenual Autornated da•ty reconcllla!lon or 
general ledger system to seiVe as a Treasury and agency control data 
central repository of hnanciallnlorma!lon Streamlined creallon ol annual 
and the bas1s for an annual consohdated govemment Wido t•nancial statnment 
llnancial statement I rom Aoc~iVer General's general 

• Canada Implemented a ctustertng ledge• • Pr•or to the modemizauon effort. 
Jepartments and agencies were on 
var10us hnanciat management 
systems that did not have standard 
coding and processes 

appwach to segmem departments and 12 years of clean audn op1n1on of 
ageOCI9S 10 k>gical QtOupS for Shared government Wide consolidated 
technok>gy and services financial statement 

• Aud•tor General establiShed a nsk- Central accountmg and Treasury 

Context: 

basad aud1t poliCy to raquue systems have adopted data standards 
Independent aud1ts ot agencies on a Shared serv1ces are now offered. wtlh 

• Canada's pre-transformation s tal9 was 
very s1m1lar to the current state olthe 
US government 

cycUcaf baSIS With excepttOil prOVISIOilS 

Findings: 
• Central general ledger provtdes da•ly 

over 15 agencies pamcipa!Lng 
Public Works and General Scrv~ces 
Canada now has h1ghcr quality. more 
accurate 11nanc1al data • Canada successfully Improved 

~rocess. technology and pollcoes 
'8Sultlng m moro sueamhned. 
lCCurate. and transparent 
JOVernmcnt w1do flnanc•al rcporung 

echt checks and trial balance feedback 
to agencies based on payment and Key Lessons Learned: 
collection u1tormation received tram A ccn11 at repository is elfeclive m 
Treasury maintaining a -single source- or actuals 

• Govcmment underwen! a three year rnanclal data (e.g . assQts. liab1h11es. 
migration effort to move agenctes I rom revenues and expenditures) 
legacy hnanc1al systems to designated Standardizat•on of data and processes 
duster systems helps avoid tho need lor cosily system 

• Agencies were boner pOSitioned to customtZallonS 
agree upon tochnk::al requ1remoms Government Wide comptroller funct10n 
when wofklng 1n clusters rather than IS effective tn cnlorcnlQ standards and 
ttV1nn to aqree govemment wide oollcv 

SOUI'CE· Public Works & Government SeN ICes CanadamteMews. Treasury Board of Canada S&cretaf!BI wobs,te 

DIFFERENCE BETWEEN CENTRAL TRIAL BALANCE AND CENTRAL 
G/L 

Central trial balance platform and a central G/l builds on GT AS plans 

OeKI'Ipllon 

Data 

Reconciliations 

Reporting 

Audit 

Central Trial Balance Platform (e g. GTAS) 

• Central. web-access•ble platform where 
agenoes upload monthly trial balance data 

• Replaces need to repo rt to FACTS I, 
FACTS II, IFCS, IRAS, and GFRS 
separately 

• ReqUired reporllng data Is pushed from 
agencies to s•ngle plalform on quarterly bas•s 

• Data 1s vahdaled quarterly at ume of mandalory 
submiSSIOn 

• Reconoliallon Wllh Treasury trial balance 
dala is porlormed monthly or ad -hoc as 
requested by agencies 

• Reporting syslems (e.g .. GFRS) reqwed lo 
generated consolidated statement 

• Agenoes produce slalements separately 
from FMS's consolidated stalement 

• Conlral lnal balance plallorm does not 
Impact audit procedures 

• Data IS more complete due to consistenl 
reportmg, resulting 1n fewer audtt hndings 

Central general ledger 

• Fully-lunctionalledger platform owned by 
FMS where agenoes posl da1ly summary tnal 
balances from I heir general lodger 

• Ellmlnales need l or quarterly submission 
to central tnal balance platform 

• Canttalledger links d~rectly to agency gonoral 
ledgers and automatically pulls data 

• Data 1s validated monthly 

• Roconohal•on With Treasury tnal balance dala 
IS per formed dally Wlih edits returned 10 
agenoes agatnst Treasury cash,payment data 

• Dally reconoha11on eliminates need lor 
s tatement of differences reconciliation 

• Consolidated financral statement generated 
automatically from central general ledger 

• Monthly/quarlerly reports genera led lor 
agenoes as necessary 

• El1mnatJon ol manual dosmg package 
requtrements reduced burden on agenCies 

• Aud•l of consolidated stalament may occur at 
federal level with exceptions at agency level 

• Agency llnancial s1a1omen1 data will be 
consrstont wtlh consolidated data 

11 
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A. CRS vision 

l. VISION FOR INTEG RATED RECEIVABLES MANAGEMENT 

Treasury's Office of Financial Innovation and Translormation (F IT) has developed a 
strategy to "transf()l'm financial management across government to reduce costs. 
increase transparency. and improve deliver} of agencies· mission." One of 12 key 
initiatives is to create a Centralized Receivables Service (CRS). 

A centra l izcd recci vables service presents a s ignificant opportunity to impro\ e pre
delinquent servicing and collections. In FY20 I 0, an estimated $73 billion in new, non
tax / loan I Treasury I Postal receivables were generated among the CFO agencies, and 
an additional $50 billion to $100 billion of receivab les were processed among the 
independent and non-CFO agencies. These receivab les included fees, fines. and other 
simple public receivables clue to the governmenl. The CFO agencies reported $380 
million in FY20 I 0 expenses for managing receivables, renccting the fragmented and 
subscale structure of this activity (at least 26 separate systems arc employed for 
receivables management by the 23 CFO agencies). In sp ite of substantial expenditure, 
those agencies reported a year-end receivables balance of$48 billion. including $10 
billion in delinquency. 

CRS rurthers Treasury's vision by transforming end-to-end receivables management 
through more effective and effic ient servicing centers of excellence (see Exhibit I). By 
tightl y integrating CRS with OMS' existing centralized delinquent debt service- as well 
as FMS' receipts process ing capabilities - Treasury enables agencies to ofnoad their 
end-to-end receivables management and increase their focus on core missions. 
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Exhibit 1: End state collections vision, including servicing centers of excellence 

Ag.mcles 

Execute mtss•on 

• Establish 
rece•.,.ablos 

Roco•vables 
data 

Roco•vables 
status 

Servicing Centers of Excellence 
• Sttmufato p:tyment 

Transae110n 
Upd;) IOS 

• Cornmunjcato With payers 

• Arrange payments 

• Automated workflow 

• Central record' case library 

• OMS Adm•n•sttauve tools 

Invoice data 
Book ol rocotvab'es 

Receipts processing 
• Col/oct payment 

• Pay.gov 
• PCC·OTC 
• Fedw•re 
• Lockbmc 
• TRS 

• Receive payments 

• Post to agency accounts 

• Mluntain ttar,sacuon record 

(mel. matching) 

• E 1nvoice (Pay.gov) 

lnvotcos 
letters 
e-rnflits 

Telephono 
calls 

Paymtlflt 

Payer 

• Request 
paymont plttn, 

'' noodod 

1 Curr~'f'lllf DM·:J hal'\dles deb! :o180day. pasl duo CHS waH handle dobtllom •nuance of 1nvo•t.o unl,llranslet"rcd loOMS. wl•c::h could occur O.!VI!Ot tt,an 180 DPD 

SOURCE OovOt r~~nont ~ o~IOfnat OXPOH fni~HVIOW• lOAm analys<.S 

2. CRS CONCEPT 

In establishing a pre-de linquent center o f exce llence. CRS wil l deliver a number of 
benefits government-wide and to participating agencies: 

• Increase pre-delinquent col lections from I 0% to a median 2% with active 
servic ing. best practice tools. and improved business intelligence that reduce 
de linquency rates. 

• Reduce costs from an average of$ 15-20 per receivable to $8- 12 per receivab le by 
consolidating operations in a low-cost. at-scale center of exce llence 

• Allow agencies to focus on their co re mission by oflloading AR management 

• Improve data quality and visibility into money due to government. including cross-
agency view of payers 

CRS will manage the receivable once agencies have estab li shed the receivable data (i.e .. 
amount owed) and transferred it to CRS (see Exhibit 2). CRS will deliver the benefits 
through a number of features along the receivables process: 

• Standard data formats and Oexible in terface for agenc ies to transfer rece ivab les 
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• Automated 'v\ Ork tlows to manage cases and segment payers hy risk for tailored 
con tact strategies 

• Acti ve servicing. leveraging best practi ce too ls (e.g., skip tracing. credit check) 

• Ful l service ca ll center for in/outbound calli ng 

• Central data repository with case files and account in fo rmatio n across govern ment 
via agency internet portal 

• Seamless. prioritized transfer or delinquent rece ivables to OMS with fu ll case 
hi story 

Exhibit 2: CRS manages receivables from establishment onwa rds 

Invoking 

Agencies establish payment data (o g payor 10. amount. duo date) and uanster to CAS 

Agencies sell·gen erato Invoices or CAS Invoices th rough Pay.gov1 

Caso management 

• Segmon1a11on ot payers by nsk prol+le, rocervabte typo aud age 

• Pnonuzed case load tor agents based on sagmentat•on 

• Automated ae110ns such as mon thly nottces and outboll!ld calltng 

• Caso file ma•ntonance Including lnvo•ce Images. contcu."1 hiStory. payrnont promises etc 

Service cen ter 

• Search. ~ew ano upd.lte capabllt!IOS for dues. payment and account achvtly across 

agcnc•os 

• Gwdolmes lor paymom plan butldor based on agency spuctltc ru les 

Servicin g tools 

• S ktp trac111g tools to establish nght pany contacts 

• Crod•t bureau repons to tdcntlfy payer's debt profile 

• Sett servtce tools lor payers tnclud1ng web ponalto rov•ew account 

Processing, matc hing, and pos t ing performed by FMS (o g Pay gov. TRS. GWA) 

Seamless transfer o f delinquent debl to OMS 

1 Outsourcer can llfso generate lt"'VOICe "'a direct mat! as needed 
SOURCE lnl&f\llt"WS Wlth government stakehotd..rs, tnduMry experts. IPilm analySis 

End 10 end features 

Workflow mgmt : 

• Predtchve <lnalyt•cs 

Central data repository: 

• Searchable record of 
recotvables and case 
matenals 

Agency por1a1: 

• Vrow reco•vabfes status. 
portfolio health 
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B. Recommended CRS design 

l. OVERVIEW 

An assessment of ex isting government capabilities aga inst the CRS concept identified a 
number of gaps (sec Appendix for capabilities required lo r CRS). Most notabl], these 
gaps were the servicing platfo rm, workflow automation system. receivables data 
repository, and call center. Three primary design alternatives or equipment and 
personnel (i.e., combine either existing or new equipment with ei ther insourced or 
outsourccd personnel) were identified to ti ll the gaps. The three alternatives eva luated 
were (sec Appendix, "CRS Operating Model," "Alternatives considered" for more 
detail) : 

1. Enhance and integrate ex isting government assets into a dedicated pre-delinquent 
collections platform operated by government personnel. 

2. Acquire a comprehensive commercial, off-the-shelf (COTS) platform fo r pre
delinquent co llections and install it at an ex isting gove rnment service center, to be 
operated by government personnel. 

3. Acquire pre-delinquent collections services from an at-scale commerciaiAR service 
provider (i .e., outsourcer) and integrate these services with ex isting, complementary 
operations in FMS (e.g., Pay.gov, TRS). 

OFIT selected the third alternative managing an outsourced AR service prov ider 
integrated with Treasury capabilities (sec Exhibit 3) - because or four pre-determined 
criteri a: 

• Lowest cost: Init ia l cost o f - $5-8M to stand up CRS and annual run-rate cost of 
- :b5-7M for 2 year pilot (see Exhibit 4). which is - 2-JX lower than other 
alternatives 

• Fastest to n1arket: Leveraging at scale AR outsourcer enables acce lerated rollout of 
pi lot in - 9-18 months. significantly faster than other alternati ves 

• Proven ability to improve collections and focus on continuous improvement (e.g., 
innovation in new payment technologies I ike mobile payments) 

• Scalability and fl ex ibility or so lution 

The outsourcer model has an at-scale service center, a technology platform, and a fully 
integrated set or tools including: workflow, data storage. client agency portal, document 
management. credi t reporting, skip tracing. and auto-dialing. The government will usc 
existi ng capabilities at FM S, including existing or enhanced applications lo r reporting, 
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transaction recording (e.g .. TRS). and payment processing (e.g .. Pay.gov). The initial 
stand up wo rk will require integrating the co llecti on partner's systems with ex isting 
DMS systems and solutions. CRS wil l expand on ex isting FMS/DMS interf~1ccs (e.g .• 
" lA I'") to deve lop an integrated technology connection to agenc ies· fi nancia l systems for 
two-way data transfer. 

Exhibit 3: CRS will integrate ou tsourcer with existing Treasur·y capabilities 

Roles & 
responsibilities 

Do scription 

FMS contracts ·wd rnanagcs AR sorv.ce pro~o~KJI)r 

OMS Is I•Qhtly •ntegrated w1th CASte g shar,ng case hies} 

Federal F•na11C8 processes rOCOipls providoS Q tnvOICtng paymo111 SOlutiOnS ~Pay gov) 

1n1egrate AR sef\l•te prov•der(s) w•th Pay gov TRS and OMS data syS1ems 

Integrate w•lh 9KIS.t•ng OMS 101erfac:es to agenoos. e g one ·p.pe' trom agenCtes to collectiOns comJllex 

Develop standard data d•mons•ons based on ex•sttng data standards ;md OMB rOQ.uremoms for AA 1 

• AA SOtviCQ provtder(SI have OYISilf'\9 soluttonS 

f:nhance Pay oov for e·•nvo•c•ng u~ Pay gov tot • paymenls 

L1nk 10 TRS lor transact,on report1ng 

Use FMS lor mce1pts pt'ocoss1ng, agoncy updates lur match1ng 

Seamless transtor ol accou01s 10 OMS when del1nquoncy cntona (e g 180 dpd h1Qh nsk) are mel 
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Exhibit 4: Estimated costs for CRS 

Contract , lutegrato 
& Demonstrate' 

( · 3 years) 

llofage.,cles ~ 

1 of rect·lvebles 0511.1 

- ·--
IS 11 ot aen·lce agen 40 60 . 

Provide .....,u on $1-2M 

100 "' $05 1M ptatform Integ rat 

ment $I 2M Custom develop 

Agency on-boar ding $2 ·3M 

~---l'otal one- tfme OOSI . $5 - B M 

Setvlc:e center 

CRSoffoce 

P1attorrr suppor1 

$3 5M 

$111.1 

$0 '"' 

Deploy 
(YOOt$ • & 5) 

25 

111.1 

eo 120 

NA 

NA 

NA 

·$3- SM 

- s3 -5 M 

$6 1011.1 

•$2M 

s IM 

Assumpllons dflvers 

Does not reUect cos ts required lor 
mobilize phase (I e next 8 months) 

5 bure<AJS '" 2 yr (tomoos1ta!e pha::..e (I e piOCI. additional 20 bureaus'" deploy phase 

Annual rac:eNables cac-.o load doubles txuweon dornonstrate and dOploy phases 

Case ~of 8 1 JK recetVabkls'year per r r~ 

lnlegri¥JOO of ~urc&t' platform W•lh Pay gov , OMS anu TRS• 

Cost to enhance Pay gov bdhng module 

Oata 1n1egrat•on sol•ware t.onl•gurahon. tr<JIIUrlll ccJt>ts !Of agency on txmrdlng'l 

One-time cost tor each phase 

Coa.t for outsovrcer c.otYtC.e center baSed on S32 "l5ltlr per FTE• 

Fully loaded c05110f CAS P'00'aJTl offiCe .,.,..,th 6 12 resources ' 

15' or lmfjaJ datn ntt.rlw:e ckrvelopment and aoltware coohgurahon oo!J 

Total run rale c ost ... S 5 - 7 M I vr $ 9- 13 M 1 vr Annual run rete cost for ••ch phas. 

To ... ICO·il 

Cost , ... .cavable 

• $15 -22M 

- $15 - 22 

-$21 -31 M To\all cost (ontt-Ume & run l'llte) for lntegl'llte ctemonstr8te and deploy phases 

- $10 - 18 ToUII cos1 1 votu~ o f receivables for .. ch phase' 

1 Approx 1 f ltltr !Of conbad & ·~tegretoon. IOIIowod by 2 year pc1tJ1 aomonstr11t•on 
2 Ba<JOd on , .. f>ndor oniOMOWi and cuuonl QOVI SSP PQffom\0\ncO 
J Based pn pr•ot go111 expouonco 

5 A ssumos" 6 works. data tntorta.:o w•lh 8 11 tmlacos·:.gDn<y at $8K wk. 
6 BaJU>d on vondor quoto of • !.26·28-tw f ll plus 2'S~.co"t bulfor 
7 Bnsed on avm AQ" a>st of GS- 13 

4 Auumtl8 ' · ttr'(j•I\OOIS for 6-9 months 1'1 $8QK .. 'moolh 8 N olo. margonal COS I por recoiVBbltt 111 $8 12 nooss both phaso• 

2. OUTSOURCER MARKET 

FIT identified a mature, competiti ve market or J\R outsource rs. suggesting that an RFP 
wi ll e licit competi tive bids (see Exhibit 5). Orthe 16 outsourcers ana lyzed during this 
project. rour leading candidates (i.e., NCO. iQor, Firstsourcc. and Accenture) provided 
the best match aga inst pre-determined criteria. 

All 16 outsourcers operate service centers within the United States. They were 
eva luated through interv iews and external market research for sca le, expett rating, 
government experience, business maturity. and cxpetti se in pre-de li nquent non-lending 
recei vables. 
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Exhibit 5: Mature market of AR outsourcers 

''llrJAL l ,, 
S11rvice BPO BPO H .. d Y••" h .pert Govl ••P Focus/spect.lu.atlon 
prov1der fff's qu•rt•n e•p ratin& 1 

...... ( () J.Sb 24.000 Uonhln'l, 10 "'"' Ed. HHS. AI> ... ..,my lead•na 

facH S20m 1.000 N•w YOfk, >lS "'"' Ed, \/A "'" 
undldiJI~s 

~ NY 

<..0 l Itt R-.n.-. """"' l.OOO Mumb.l 10 "'"' [d "'" a: Ind .. Screenanc cnterla 

ml!!! 10.100 ~~~hn"d 20 ""h ••• Flrtance & Ac:counhnl mc:lude 

190m 9,100 Hou•HJM. nc >O tuch '" A/K X ale of opet•llun 

AM r-xperuse 

GENPAG I lb U.IOO Hamilton ,. H•&h lltTUied r •n•nc• & Accounton& (II pert r•t•na 
Sermudl 

("·"''"'"'"~""' 
~ A C ' .,. S.\00 Nm-wall•. C. T " H•&h L•mlted f mane• & Auoun1ir'l f'llplf'r•e,u• 

6,000 Pans. " ~h&h Urnn~d !.ourCin&. Supply thatn . ftnancr- & On~hore operatiOn\ 

F11nc• Ac:coununa RuSt nest. m<~tur.ty 

mmm 6.000 Bana•torto M•d L•m•ted f •n•nu & Account•n& rreo dehnquenl 

11\dll ttem -ltndona 

lnrrn,s 6.000 B•nt•tor~ H•ah None f•n•nce & Account•na tt•<eN•bte' 
lnd•• 

m:IJ 
•~perltmce 

[7 /ljQO Murnb•l M•d limited Somr NR mamly l 1n•nre & Accounljnil 
lmU• 

iiiJ1J lJ.OOO Armonk. NY ,. ttl&h I ~rnlted ~orr e A/R. maonly ftn•ntf' & Au.o•JriiiRJ 

)io, C! ML 1.300 NewYOfk 10 Me-d L.wruted f•n•nce & A.c:.courH•na 
N\' 

-C::L 1.000 Not<J• . lnd1o1 Low None l•n•nce & Accountma 

~ 
1.000 Tl'anpck . Nl low NOnf' F ln•nce & Ac.countln& 

WNS 7000 MumiMI " Med ltn•uted f •nan• e & Accounl!nl( 
lnd•• 

1 Hat•ng 00!>~ on Gartner Magtc Ouadra.,, ptac..-nent and An OKpert •nlcrvtows 
:SOURCE 1 el)(n analysrs. e)(pett•nteMews. webMes: traoe reviews 
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C. Implementation plan 

1. OVERVIEW 

Phases of implementation 

Implementation occurs in fi ve phases: Mobil itc, Contract. Integrate, Demonstrate. and 
Deploy (see Exhibit 6). 

Exhibit 6: High-level implementation plan 

Mobilize (p,..ecqulsjUon) 
(•6 (I)Of'llh$) 

Tasks 

• DovfMop cnpabfhty 
requuements 

• Conduct AFI 
• Er.tabltsh I unO no pfan 
• Obtdm first liVe buteau 

:lgf0f)ffi(m!S 

Ocllverobles 

• Capability reqUirements 
Joci.6T1ent 

• F und•f"'I 1 budget plan 
· •lureau <tgreements 

C0ntt'8CI 
(•3_,.hS} 

• Conduct AFP 
• Seloct vendor 
· f stabhh contract 

• Vo•Ktor contract 

Integrate 
(. , 2 II'IOflthS} 

• lnteg1ate lreasury 
systom s 

• Enhance Pay gov 
• Onboard 5 

bure aus (soe 
agency onboardu·lQ 
approach) 

• ·Gohve 
agreement 
(bureaus. vetldor 
CAS offiCe. 
Steen no 
Comm•nea) 

Demonstrate 
(·2 YfHJ/0) 

• Opor.11e Wtth ~s 
bt~teaus 

• Oevelup ~an for 
scahnoup 

• M<J•nlotm ptP&'Ine ot 
<141d•t•onal bureaus 

• Rov•ow opponur11ty to 
tn source 

Deploy 

• Add bureiluS 
• Add vendors 
• Dove cos.t frfhctency 

and qualoty 
• COOfdonnle Wllh 

Set'\IOr government 
stah.ehoiUo•s 

• 1\Udlfjonal bureau • AdCJit1ona1 vendor 
agroemenls cootra<.:ls 

• Process 1mprovoment • Process 
dala analyses. •mprovomet1l 
dashboards ruv1ews 

• New fund1ng 
log•slauon 

----------------------~-----------

SOURCE Mr K •nsoy & Comp any, •ntornaJ oxtornal O){pon 1nteM ews. team analys•~ 

• Mobilize: 

The Mobilize phase lasts approximately s ix months and encompasses pre-acquisition 
activity, inc luding capabi lity requirements development and rel ated market research, the 
RFI process, establishment of funding, and obtaining wri tten agreements with the first 
fi ve bureaus participating in CRS. 

• Contract: 

The Contract phase lasts approximately three months and inc ludes the RFP and 
contracting processes. 

• Integrate: 
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The Integrate phase lasts approximately twelve months and includes establishing and 
testing the interfaces among the first 5 participating bureaus. the outsource vendor. and 
other Treasury systems such as TRS and Pay.gov. 

1 he duration of this phase is dependent on the resources dedicated to completion and the 
compat ibility of the bureaus' financial systems with the outsourcer's platform. rhi s 
duration can be accelerated by strategically choosing bureaus that have high 
compat ibility or readiness for integration. and by dedicating more resources to 
completion. 

Additiona lly, it may be poss ible to integrate the first fi ve bureaus in tandem. rather than 
a ll at once. This would allow the first bureau to ·go li ve· before the last bureau is full y 
integrated. 

• Demonstrate: 

The Demonstrate phase lasts approximately two years and consists o f pi loting CRS with 
the first fi ve bureaus. Also during thi s phase. the CRS team so licits additional bureaus 
to participate in subsequent phases ofCRS expansion. CRS operators show the first 
results from continuous improvemen t and ri sk reduction programs during the 
Demonstrate phase. 

• Deploy: 

"I he Deploy phase begins after the Demonstrate phase is complete and continues 
indefinitely, during which CRS grows to include additional bureaus and vendors. 

Groups, offices participating in implementation 

Three groups have responsibilities for Implementation : a Steering Committee, OFIT, the 
CRS office. Additionally, a Customer Advisory Group provides advice to the CRS 
office. 

• Steering Committee: 

The Steering Committee provides strategic guidance and support and includes the 
Commissioner of the Financial Management Service; Deputy Commissioner of the 
Financial Management Service; Ass istant Commissioner of the Financial Management 
Service, Debt Management Services; Assistant Commissioner of the Financia l 
Management Service. Federa l Finance; Deputy Assistant Secretary of the Treasury for 
Accounting Policy; and the head of OF IT. 

• OFIT: 

OFIT is the pre-acquisition lead. the onice primarily responsib le for the MobiliLc phase. 
After CRS enters acq uisition. OFIT transitions to a supporting role focused on 
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maintain ing the long-range plan for bureau on-boarding (inc luding the pipeline of 
additional bureaus) and presenting the CRS business case to senior government 
stakeholders. 

• CRS office: 

The CRS o ffi ce is the lead for all other phases (Contract, Integrate, Demonstrate, and 
Deploy). The CRS office will be the acquisition lead and overall vendor and agency 
relationship manager. The CRS office includes a program head. a business linancia l 
manager, a technology advisor. a vendor relationship manager, a bureau I customer 
relationship manager, and one administrative support person. 

• Customer Advisory Group: 

The Customer Advisory Group (CAG) provides the CRS ofli ce with user perspectives 
regarding improvements to daily operations and sys tem upgrades. The C/\G is 
composed of one senior representative from each participating bureau and a 
representative o f the CRS o ffi ce (e.g., the program head). 

2. DETAILED TASKS & I~ESPONSIBILITmS 

More deta il on spec ific tasks and responsibilities for each group part ic ipat ing in 
implementation follow (sec Exhibit 7). 

Exhibit 7: Implementation responsibilities 

McbW:re (pr ... cquiSJ tlon) 
(· t•mcxltllSJ 

Steering committee 

• lev10w approve 
t tevefopmenr and 
,,ooram lund"'IQ 

• Sollot but eaus 

OFIT OFir lo ,,_ p,._ 
•cqulaltlon IGIJd 

CA S 

• llovelop capabhOy 
1equu.-nents 

• Conctucl RFI 
• I . S!abh~ IUI\dflg P'3.11 
• Obl.¥n fwst IJVe 

hureau agreements 

• Assern~e CA S 
IP,lfll 

Contract 
(• 3mooths) 

• Approve program 
tn tl.lal•On 

lntegrwte 
( • 12 motlth!} 

• Approve ·Go l•ve 
agreemetlt 

• Mamta1n loog ranoo ptan l or burea u on I)C)atdii•)Q 
• Mamtato ppehne of addtlonal bureaus 
• Mamta1n and present CAS buSinesa case to sen Of 

o<J'I'Brf'Wllent stakehQ6cters 

• Stand up CAS 
• Conduct RF P 
• Scloct vendor 
• Esta.bhsh Contrac.t 

• Establish tntertaces 
• Coorctmate w1th Fed 

F1nance lor Pay QO\I 

enhancement 
• Onboar<J 5 bureaus 

souncE.: McKtnsey & Comp any : JJliOrnaL extcmal 8)1pel'lllll0t'VI6WS. team analySIS 

Demonst,.te 
(·2yBWO) 

Deplo y 

• Rev1aw appt(P.Ie p •lot • Prov•do &:UiliOOIC 
performanc:e gutdance 

• Aulhonze Deploy phaso • Revtew ongoang 
• R..,•ew tnsowc•ng performance 

oppo11Utlll';' v.tlen pdOI 
objocl•vea met 

• Operate Wl lh 5 
bureaus 

• Oev~op plan tOt 
SCaJWIQ up 

• Add bureaus 
• Add vendors 
• OrrvecoSI 

efltoenc:y r.nd 
qu.altl f 
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Mobilize: 
During the Mobili;:e phase, OFIT leads the rollowing acti vities over arproximatcly s ix 
months (sec Exhibit 8). 

Exhibit 8: OFIT office actions for Mobilize phase 

Comp•le. organ•ze reqUirements tnlo a tormaJ dOCUI'n&nt 

Send roq1liromonts to b01eaus tor comment 

Ast:..omble Rf'"l team (OF IT, FMS I OMS. ltscal agonn 

Draft . ftnattze. approve RFI 

Send I ~ r I to VOndOI'S 

Hold vendor d•scuSStons 

Assembletuodtng team (OF IT FMS. frunch•se lund) 

Orall, l•naltze. approve 5·yr fuodlng plan 

CotKh1CI call ruounds. ln.llal mfMlttfl()S 

Collect mtet"nat data from bureaus. 
vonly vaJue P•Of>OSitJon IQJ each •nterct stod bureau 

Short '•st butftaus With best success factOfs. vaJue PfopoSII•OOS 

Forrna;,ze agreements With hve beS1 obta.~l.!Jie bureaus 

SOURCE McKmsoy &. Company. Internal oxtemal export mtorv•ew'l, team analySis 

• Develop capability requirements: 
OF IT leads a seri es of workshops with subject maller experts from f-M S and 
potentia l bureau participants to fu rther develop CRS capab ility requirements. 
OFIT will compi le and orga ni ze requirements in a formal document. OFIT will 
improve the capabi lity requirements based on insights rrom vendor di scuss ions 
during the RFI process, as we ll as bureau feedback . The capability requirements 
document serves as the basis for a draft RFP. The ·Develop capability 
requirements' task is complete when OFIT produces a dran RFP. 

• Conduct RFI: 
OFIT leads the RFI team, consisting ofOFI r, FMS (includ ing DMS) and the fi sca l 
agent. The RFI team wi ll deve lop a brief Request for Info rmation and send it to 
vendors. The RFI team will then host discussions with vendors. The objectives of 
the RFI process, including vendor discuss ions, arc as follows. 

Refine the government 's understanding of market / shared service center 
offerings related to CRS 
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Establish relationships with vendors to enable market research. capabilit} 
requirements workshops. and a robust RFP process 

• Establish funding plan: 
OFIT leads the funding team. cons ist ing of OF IT. FMS, and the Treasury 
Franchise Fund (if used) to develop a live-year funding strategy for CRS. The 
objectives of the funding plan arc as follows. 

MaximiLe fu nding lor CRS 

Identify and prescribe mitigations for funding risks 

Ident ify needed legislation to secure additional funding sources (e.g., changes to 
DC I A) 

• Obtain first five bureau agreements (for pilot): 
OFIT leads interactions with bureaus to identify the first five bureaus participating 
in CRS and to obtain their l'onnal, wri tten agreement to participate in the Integrate 
and Demonstrate phases. Among other activities required to ach ieve the 
agreements, OFIT performs the l'ollowing: 

Conduct call-arouncls and initial meetings with bureaus. The Steering 
Committee assists OFIT in these interactions. 

Collect internal data from bureaus to verify the value proposition of CRS. 

Create a short li st or bureaus wi th the highest success factors lor participation in 
CRS. e.g., highest value proposition. highest wi llingness. highest resource 
headroom, highest management capacity, most compatible existing financial 
systems 

Estab lish formal, written agreements with the five best obtainable bureaus on 
the short li st. Among other items, the agreements assign responsibilities 
between OFIT and participating bureaus for the act ions required to successfu lly 
complete the Integrate and Demonstrate phases. 

• Set up governance and organization structure 

During the Mobi lize phase. the Steering Committee provides oversight and support, 
includ ing the following actions. 

Review and approve funding 

Support OFIT in communicating with bureaus in order to obtain written 
agreements vvith those bureaus 
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During the Mobi lize phase, the CRS ortice is established with at least the program 
head, vendor liaison and technology adv isor. Other members of the program ollice 
can be added in later phases. 

Contract: 
OFIT transi tions from primary responsibility for CRS to a support role. During the 
Contract phase and all subsequent phases, OFil performs the following actions as 
requested by the CRS orficc. 

Maintain long-range plan for bureau on-boarding 

Maintain the pipeline of additional bureaus 

Maintain and present the CRS business case to senior government stakeholders 

The Steering Committee continues to provide oversight and support. including the 
following actions specific to the Contract phase. 

Approve initiation of the acquisition program 

Approve a written charter for the CRS ortice 

Approve a written program plan that details the responsibilities of the CRS 
ortice and OFIT in detail 

The CRS offi ce is the acquisition lead, the orfice with primary responsibi lity for the 
Contract phase and all subsequent phases. CRS office completes the following actions 
in approximately three months 

Stand up the CRS office as program lead 

Conduct the RFP 

Select the outsource vendor 

Award and complete the outsourcer contract 

Integrate: 
OFIT con tinues to perform its actions as requested by the CRS office. 

The Steering Committee continues to provide oversight and support, inc luding the 
fo llowing actions specific to the Integrate phase. 

- Approve the "Go live .. agreement among participating bureaus, the vendor, and 
the CRS office 

The CRS office continues as lead office lor CRS. including the following actions 
specific to the Integrate phase. 

- Supervise establishment of interfaces 
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Supervise bureau on-board ing with ve ndor (see section D., below, "Agency on
boarding approach.") 

Coordinate with Fed hnance for enhancements to Pay.gov 

The Customer Advisory Group provides use r perspecti ves and priorities regarding 
improvements to daily operations and upgrades. 

Demonstrate: 
OFIT continues to perfo rm its actions as requested b) the CRS office. 

The Steering Comm ittee continues to prov ide oversight and suprort. including the 
fo llowing actions spec ific to the Demonstrate phase. 

Rev iew and app rove program perfo rmance 

Review the business case for in-sourc ing receivables servicing 

Certify completion of the Demonstrate phase and authori le commencement of 
the Deploy phase 

Engage Treasury and other agency senior leadership to foster support for 
additional legis lation related to fun ding, e.g., DCIA improvements 

The CRS office continues as lead ortice fo r CRS. In addition to dri ving cost eniciency 
and quality in dail y operations, the CRS offi ce perfo rms the fo ll owing. 

Engage bureau and vendor leadershi p to reso lve major problems. incidents 

Manage delivery of SLA items 

Review performance aga inst metrics and award ve ndor cred its I penalt ies per 
contract 

Approve technology and process upgrades 

Execute ri sk reduction program 

The Customer Advisory Group continues to provide user input on improvement 
opportuniti es. 

Deploy: 
OFIT continues to perfo rm its actions as requested by the CRS offi ce. 

The Steering Commillec continues to provide strategic oversight and support. 

The CRS offi ce continues as lead offi ce for CRS. managing dail y operations while 
adding up to 20 bureaus to CRS. Actions for the Deploy phase include the fo llowing. 

Scale up CRS to - 25 bureaus in total by the end of the fifth year ofopcration 

Conduct RFP process fo r add it ional vendors, if desired 
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btablish a multi-vendor outsource operation that drives value for the 
government through competition among vendors fo r rece ivables vo lume 

The CRS office continues to drive operational excellence wi th the following actions. 

Engage bureau and vendor leadership to resolve major problems, incidents 

Manage delivery of' SLA items 

Review performance against metrics and award vendor credits I penalties per 
contract 

Approve technology and process upgrades 

Execute risk reduction program 

The Customer Advisory Group continues to provide user input on improvement 
opportunities. 

3. KEY RISKS TO MANAGE 

There are five key risks to manage (sec Exhibi t 9). 

Exhibit 9: Five key risks to manage 

Adopllon 

Cost 

FtJndlng 

Schedule 

Vendor 

ooscrlptlon or risk --- --

• Agonc•es adopt•on •s too low 
10 serve as ·proof po•nc.· 
susl.ltn CAS 

• Actual costs are h•ghcr !han 
AS II mated 

• rund•ng source or appropriate 
fund1ng unavailable when needed 
to ma•nta•n schedule 

• Early momentum lost 
• Smaller 1mplemontauon 

dolays a llowed to accumulate 
• Long por•od ot t•mo rOQu•red to 

Integra te first 5 bureaus 

• Vendor performnnce and 
capab•ht •es do no sat•sfy 
agonctos 

SOURGF Sli.lkchoJOcr . OKJ>Or1 ~nterv•ows . team anaJySl$ 

• Agency adoption: 

Mlllgauon m:.:e.:;.n :;;u::;.' .:;.es:;_ _ ____________ _ 

• Adopt 'i\ ~lOb approach 
• Focus on agoncy value propos•t•on 

Pnorrtrze most lrkely adopters 
• Mn1m1ZO agency costs 
• Engender toadorshlp support At higher levels (o.g, department 

secretaries. CFO Councrl. OMB) 

• Develop and manage agarn!.t dotatled domonstrahon plan 
• Tre release ol runds to achrevoment of mtle&1one 

• Strategically draw upon multiple toundmg sources 
• Keep costs low, especially durjng demonstratron phase 
• Pursue logrsta••on to develop add•tlonal fUild•ng sources 

• Conduct RFI1mmed•ately 
• Use frscat agent to accelera1o procurement 
• Establish governance & C AS o lfrce qutckty (o g , pm joct lead) 
• Sttategrcally choose bureaus that are relauvely easier to m tograto 
• Enter Demonstrate phaso w•th <5 bureaus r1 optrmat 

• Apply best coutractrng practrces (e.g conduct reference checks, 
specify vendor staflmg In conuact) 

• Include vendor tn ptOfOCt management team 
• Adopt strong performance manage mom system (e g establish 

KPrs that serve as ·early warnu'lg system~) 

-----------

Risk that initial agency adoption i ~ too lov. to serve as "proof point" and that CRS 
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fail s to susta in momentum in broader rol lout (i.e., deploy phase). To mitigate. 
adopt a sa les approach with agencies that prioritizes most likely adopters and 
focuses on the agency value proposi tion (sec section D., below. "Agency on
boarding approach."). Moreover. it is impot1ant to minimize agency costs and 
foster broad leadership support or CRS government-wide (e.g .. among department 
secretaries. CFO Council , OMB). 

• Costs: 
I o mitigate risk that actual costs run than estimated , CRS should deve lop and be 
held accountable to a detailed demonstration plan (to be developed at the outset of 
the contract phase). Release of funds should be contingent on achievement of 
relevant m i lestoncs. 

• Funding: 
Risk that funding source or appropriate funding is unavai I able when needed to 
maintain implementation schedule. To mitigate. draw upon multiple funding 
sources, keep costs low (especial ly during demonstration phase), and pursue 
legis lation to develop additional funding sources (e.g .. OCIA improvements). 

• Schedule: 
Risk that sma ll implementation de lays accumulate and early momentum is lost. To 
mitigate, conduct RFI immediately. usc fi sca l agent to accelerate procurement, and 
quickly establish CRS governance and program office (e.g., program lead). Ira 
long period of time is required to integrate first 5 bureaus for demonstration phase, 
prioritize bureaus for pilot that arc relatively easier to integrate and consider 
launching demonstration phase with less than 5 bureaus at the outset. 

• Vendor: 
Risk that vendor performance and capabilities do not satisfy agencies. To mitigate, 
apply best contracting practices (e.g., conduct reference checks, specify vendor 
sta ffing in contract) and include vendor in project management team. Moreover, 
adopt strong performance management system. including key performance 
indicators (KPis) that serve as "early warning system" for under-performance. 
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D. Agency on-boarding approach 

l. AGENCY VALUE PROPOSIT ION 

Agencies benefit from CRS in fi ve ways (sec Exhibit I 0). 

Exhibit I 0: Agencies benefit from CRS in five ways 

Reduced 
delinquency rate to r 
med1an of 2% 

Standardized receivables 
data and payer 
Interactions through 
common Interfaces 

• Reduced costs: 

Centralized 
receivables 

center of 
eKceflence 

Decreased government-w1de marg1nal 
cost per rece1vable from - $15-20 t o 

$8-12 

Increased vis1b1hty 
'"to portfolio 
health 

Unified agency portal for 
status across CRS/DMS 

Agencies red uce the ir financial management costs by transfe rring receivables 

servicing to CRS. Agencies repurpose any saved resources to their core miss ion. 

Additi onally, by centra lizi ng receivables in a center of excell ence such as CRS. the 

government realizes lower costs per rece iva ble (i.e., - $8- 12/rece ivab le for CRS 

\ersus - $15-20/ receivable in agencies currently) and therefo re lower costs for 

receivables management overa ll . 

• lnc•·eased collections: 

CRS and OMS comprise a receivables cen ter o f exce ll ence, so that participating 

age nc ies rece ive the best service ava ilable o n their receivab les and debt. 

Specifica ll y. C RS performs proactive servic ing, applying risk-based payer contact 

strategies and other too ls to maximiLe payments. For underpcrforming agencies. 

delinquency rates w ill improve (i.e .. from I 0% to med ian o f - 2%). 
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• Simplified processes: 

CRS uses one set of continuously-improving best practices for all receivables and 
payers, regardless of agency origin. This approach improves outcomes for 
participating agencies and reduces business risk. It also enables standardizat ion of 
rece ivables data upstream of CRS- i.c., common interfaces among participating 
agencies. 

• Seamless DMS integration: 

When agencies transfer receivables to CRS. they do not need to transfer them again 
to OM S if the recei vab les become clelinqucnt- CRS wi ll integrate directly \\ith 
DMS. This feature al so enables earl y handoffto OMS of high-risk receivab les. A 
unified CRS-DMS agency portal provides agencies with simplified processes for 
accessing information about recei vab les. both pre- and post-delinquent. 

• Robust business intelligence: 

A central receivables data repositor} offers participating agencies a body of 
information that yields management insights such as high risk receivable types. 
under-performing payer geographies, rece ivable portfolio hea lth. and others. 

2. CRITERIA FOR AGENCY SELECTION 

At least initially, CRS will focus on handling public receivables that have a higher 
co llection impact versus intergovernmental receivables as they represent co llection 
innow to the government (see Appendix secti on on "Receivable types"). Moreover. 
CRS will focus on low value, high volume receivables as compared to ''high touch" 
receivables such as corporate and income taxes. or loans. Thus. some agencies or 
bureaus are de-prioritiLed initially (e.g .. predominately lending bureaus inc luding 
SBA. Rural Development). 

Agencies with in focus recei vable types arc prioritized for so lici tation to parti cipate in 
CRS according to three cascading criteria. 

• Expressed interest: 

Agenc ies that express interest in participating have the highest priority. regardless 
o f other factors. 

• Value to agency: 

Absent an expression o f interest, agencies that get higher value from CRS arc 
prioritized over those that get lower value. Here, value is dcli ned as reduced costs. 
the most important part of the Agency Value Proposi tion described above (sec 
Exhibit 9). /\n agency's potential cost reduction is the amount of money it spends 
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o ·1 rece ivab les management each year, divided by its tota l annual budget authori ty. 
An agency "" ith high potentia l cost reduction spend~ a relatively large amount of its 
budget authority (i .e., over ten basis points) on rece ivables management. 

• Value to governmen t: 

For agencies with similar va lue propositions, those with higher potential to ra ise 
gove rnment r~.:venues by participating in CRS arc prioriti zed over those wi th lower 
revenue potential. Revenue potential is the increase in annual pre-de linquent 
co llections realized by raising an agency's pre-delinquent performance to the 
median. Agencies with more than $ 1M of addi tional pre-de linquent co llections 
potentia l arc high-priori ty. 

3. AGENCY ON-BOARDING APPROACH 

Launching and scaling CRS effic iently requires standard procedures and templates to 
fac ilitate on-boarding with minimal burden on the participating agencies. There are three 
core elements of the approach: 

• Migration plan: 
The migration plan out lines the workplan and key activ ities fo r on-boarding an 
agency. The workplan follows th ree basic phases with specific dcli verablcs and 
timclines: (i) Planning & Design, (ii ) Develop & Launch and (iii ) Monitor. 

• Resource plan: 
The resource plan highlights the resources that CRS, the outsourcer, and the 
agencies will assemble across the migrati on phases. 

• On-boarding templates : 

To accelerate the on-board ing process for agencies, CRS will pre-define standard 
guides for various migrati on acti vities, to be reviewed with and modified for each 
participating agency. Once executed for pi lot agencies, technica l tasks such as 
data interface design and network channel configuration - wi ll be reused lor 
addit ional agencies to further acce lerate the ir on-boarding process. 

MIGRATION PLAN 

The migration plan lo r an age ncy will follow three bas ic phases (sec Ex hi bit II ). 
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Exhibit 11: Approach to on-boarding agencies 

Proposed on-boarding timeline 

Plan and Design 
3 6 months 

Assemble on-board1ng teams 

Review and update 
template workplans 

Rev1ew standard SLAs & 
make mod1f1cations 

Update pre packaged des1gns 
for data mapp1ngs. reports & 
case prionlizat1on rules 

Dovolop and Launch 
3 6 months 

Develop data exchange 
network channels 

Develop & test data 
Interfaces. reports 

Conf1gure case pnonllzallon 
rules per agency 

Conf1gure contact strateg1es 
and payment plan options 

Parallel soft launch of 
new process 

• Complete trans1t1on to 
new process 

Monitor 
OriQOitUJ 

Track reports and underlymg 
performance metncs 

Tune prioritization rules and 
strateg1es as needed 

Agenc1es '" ,,.., p1l01 phnsc: ofCRS w11l be tnvolved C\Cn earlier tn definmg hu~iness 
reqUirements und \cndot sen tee le, cl agrccnwni.S durmg the RH' process 

J. Planning and design: 

CRS. the outsource r, and the agency will assemble j o int work ing teams and define the 

scope o r C RS support to that agency (e.g., program or bureau level. rece ivable types. 

etc.). 

Template workplans des ig ned by CRS and outsourcer will be rev iewed and modified per 

the agency's requirements. Key des ign aspects to be discussed in this phase include: 

• Business rules (e.g. , delinquency gates) 

• Data de finiti ons & transrer schedul es 

• Payment plans (e.g. , C RS pe rmiss ions to develop) 

• Repot1s (e.g .. TROR data. set aside amounts) 

• Case prioritiza tion & con tact strateg ies 

• Standard service leve l agreement c lements (e.g .. hou rs or operation, produc tivity 

KPis) 

T his phase is complete once the des ign is well-established. and techno logy teams can 

begin to configu re and set up data interraccs and worknow management rules. 
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2. Develop and launch: 

This phase wil l involve technica l development and testing of the so lution. including 
network setup. data interfaces, and reports. l'echnieal personnel from the outsourcer are 
the primary task owners, with agency counterparts provid ing specific expert advice as 
needed. Ramp-up of service center personnel and process change train ing for agency 
personnel wi ll also happen in this phase. CRS wil l make a soft-lau nch in paralle l with 
ex isting agency activ ities to allow for stabilintion of new process and close-out of 
receivables already being serviced by the agency. A full transfer will fo llov. once al l 
migration related issues arc resolved. 

3. Mo nitoring: 

The monitoring phase represents a steady state of operation with scheduled revie.,, s 
between CRS, the outsourcer, and agency stakeho lders. 

Sec below for a more detailed version of the migration plan. 

Exh ibit 12: Detai led agency migration plan 

-
Doscrlp_uo_n ________________________ _ 

CAS on boarding ha1son Wllh temptate work plans to coord1nate agency & out90Urcor teams 
Outaourcer WOf1ung team 

Prqect Managef'. I • data 1ntertace engmeer, 1+ pnx::esa change agent. 1 • netWOfk enoneer 
Aoency wortung team 

F1nance expert to provtde busmess expertise.' Qlf'dance 
Protect manager to O¥ersee on-boaldtng etfOf·t 
1 + IT systems ex pen 1 1 network engneer 

Rov•ew template work ~ans I Of traosnsonlng to CAS and tune per agency needs 
Review standard SLJ\s 'NIIh nooncles and make mOd•hcol!ons 
WOO\ through operations and aystom changes chocklist and doterm•ne r&~ovar"Cy lor agoncy 
Provtde updates to rollout umeframe. success cntena based on changes 10 template plans 

Tlmoframo 

2 4 weeks 

4 8 weeks 

I ev•aoe ~tandatd outsourcer netWOtk architecture to design data exchallgeochannels 8 - t2 weeks 
MOdrly lemplate h.nc:bQf\31 req.momenls per &OfW'Cy needS 1nchrlng 

Data mappngs. lrequency of datattansfer ehgrblo recefVabl& types. aoe (e g . rww rocewabfas onlo;} 
Heporls and perl0fm311Ce metncs 

nevrew and conhO'Jre pre del1nod bua.ness rules l or 
Time nnd risk gates lor referral to OMS 
Automated calltlettor camprugn, case pr•OI'•llzabon ptocess 
Payment plan opbons. Optional use ol CAS U"'IYOiCing C."'J)abrlrtres 

Network sec-up tor data exchange Chamets 8· 12 weeks 
MOdtfy packaged data Interlace mappngs to transfOf data becwoeo bureau and CAS IT sy5tems' 
Conhguro busaness n...fu Wlthtn CAS syS1em per agoocy des.gn clrecttvee 
DG"'etop any agoncy spec•l•c roports and conl'fOUre aQM'Cy pottal access 

Teehrllcal tostlng of data lntorloces and data scrubbing 4·6 weeks 
Service center personnel training In ogoncy specrllc rukts ond payment plans 
Chanoe management tr&IOirlQ tor agency and CAS ~alsons 

P81aii(H launch of new ptoceu !Of a subset of rec&~vables 2-4 WMks 
Monrtonng and stabhzallon ot tectncal•nlegrauon and bus•ness processes 
Tr81l6rhon to new ptocess fOt lull scope of recGfVabfe 

1 Laroe agencu~s.lbureaus may noed mulllplo IT and llnance team members 
2 Da1a tnterlaces tncluda Accounl. Account contact de101IS. Recetvable tnto. Payment history, Account mwnten:1nco etc 

RESOURCE PLAN 

The on-boarding process will be a joint effort between CRS, the outsourccr, and the 
agency. CRS and the outsourcer wi ll minim i;cc the burden on the agency by providing 
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the bu lk of the personne l and w ill ensure that the tim e commi tment req uired of agency 
personne l dec lines as the o n-board ing process progresses (see Exhi bit 13). 

Exhibit 13: Combined p roject team •·equircd to o n-board agency 

Role 

Agency 
Own on boatdll1g process & 

liaison 
ongoing contact wnh agency 

Finan co Holp configure busmess rules. 
contact stratog•es expert 

IT/ data • Develop network channels 

spec ialist Develop data mterfacos 

Ex ecutive 
Provtde overall bustness 
leadersh•P sponsor 

Project Coord1nato agency resources 8 
ongomg contact with C AS manager 

Business Provide busmess process & data 
nnanclal expertise 
manager 

IT/ data Support nerwork channel destgn 
Provide technical data deflnttlon s 

specialist 

T 
LA• e,e ag~nc•es nUll) ntotod multtpl~ IT 1 J}C!('iolist~ a nd (iuaucinl 
nlRn Agtr·s: dt"p~nding on C'OIIllll f'\.it' ofdlltA S)'ll~rns 

Expected lime commitment' 

Plan & Des ign Develop & Launch Mon1tor 

-100~. -50% ltf' o 

-too~. -1 00~. ~~ .... 

- too•;. - •oo•1. .\, 1\C\:\I..:d 

IIJGo Ill". '" n~c~h.:d 

'"' ... 2 ~·~~ lit" .. 

-50% .z~·. .\., n..:cJ..;d 

-75•,4 -60•.r. '' ' nc~J\:J 

T 
\j:tll<') rl'SOUI'CCS prO\ 1dt f {':§f iUjl SUJ)j)OI'I , 

l>nla 1n t~rfncf' dC!'\I~OJHIINII ~rul tuhng 
n«:uh~d b) ( RSI ouhourC'er r{':§oun:~ 

1 ~xpected percent of darly t•me dedtcated to CAS on-boardmg process over the prOJect hlespan 

C R S r esou1·ces 

Agency Lia ison: T he primary poi nt of contact for the agency throughout the on
boarding process and beyond. This expe11 w ill be knowledge regarding the 

template workplans and w ill fac ilitate inte ractions between the agency and the 

outsourcer. 

AR outsourcer resources 

• P roject Manager: An overa ll coordinator who will manage the prov ider's 

resources while working closely with C RS agency li a ison and agency project 

manager. 

Finance E xpert: A receivables management expert knowledgeable in 

capabilities and configurabi lity of prov ider' s techno logy tools. Th is indiv idua l 
will be c lose ly invo lved in co nfig urin g business rules, reports, etc., based o n 

agency req uirements. 

IT/ Data Specialis t: These will inc lude network and data engineers responsible 
for creating inte rfaces between agency and outsourccr IT systems. 
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Agency 

• Executive Sponsor: A senior manager that will prov ide overa ll business 
directi on and serve as an esca lati on point during on-boardi ng process. 

Project Manager: A coordinator who will manage internal agency resources 
during the on-boarding process. This individual will a lso serve as the ongoing 
agency point of contact fo r CRS rev iewing reports, delegating data completeness 
issues and part ic ipati ng in negotia tions w ith payer o n an as-needed bas is. 

Business financial manager: An expert that is knowledgeable on the agency's 
rece ivable types and can provide guidance on bus iness defi nition of data residing 
in IT systems. 

IT/Data Specialist: These will include agency netwo rk experts who can provide 
details on setting up data exchange channels as we ll as IT data experts who can 
provide detail on technology aspects of data systems and technica l data 
definitions. 

ON-BOARDING DOCUMENT T EMPLATES 

Prior to on-boarding, CRS and the outsourcer will deve lop process and technology 
templates. Sec exhibit 14 fo r a I ist of these templates and a brief descripti on of what they 
would cover. 
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Exhibit 14: Agency on-boarding templates 

• Payor sogmontauon rules .1nd basos (e.g., crodol scores, level of debt, days past otc.) 
• Contact stratogy for f'ach payer segment (e.g outbound lettorslcalls,% manual roach) 
• Call scropts. payment plan setup optoons. dosputo rosolutoon process 

• Hours ol operations 
• Collocloon porlormanco motrocs (e.g .. liquodatoon rate, roghl party contacts) 
• Resource utilization moines (o.g 0/o contact limo. 0/o talk ltmo) 

• Lost ol data onterlacos 
Account Name. Account dotruls, Paymont h•story, Recetvnble tnfo. Account matntonance, etc. 

• Data clements wothon oach onlorlaco 
Account Detaols foo lds SSN/ Tax ID number, address !ooids. Ole. 

• Data exchange schedule and scrubbong rules 
• Technical intorface sources lor data 

SAP/Oracle/CGl source tables. etc. 

• VPN tunnol setup technology and socuroty standards 
• Network support and maontonance agreements 

Prepackaged reports U1a1 vendor provodes and any foeldiformat lovol modilocatoons 
Report publishing schedule 

Schodulo for oporahonal rev1ows 
Agreed documents to bo published prior to rovoaws 
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APPENDIX 
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E. OFIT's approach to CRS design 

l. KEY QUESTIONS A DDRESSED 

OFIT followed a disciplined approach to designing CRS to ensure it addressed a series 
of fundamental questions: 

1. What is the optimal scope of CRS? 

2. What capabilities does CRS require? 

3. What des ign alternatives exist for standing up CRS'? 

4. What is the optimal design alternative? 

5. What is the value proposition of CRS to agencies, government? 

6. I low should CRS be organi zed and governed? 

7. What is the high-level implementation plan, including for agency on-board ing? 

2. APPROACH TO GENERATING INSIGHTS 

OFIT approach emphas ized co llaboration with government-wide stakeholders in 
addition to leveraging expert best practices and expertise in AR management. 

In addition to three Steering Committee meetings and three Advisory Group workshops, 
OFIT conducted extensive interviews (50+) including: 

1. One-on-one conversations with - I 0 Advisory Group members 

2. Recurring interviews with - 15 groups of government stakeholders (e.g., DHS
USCG, BPD-ARC, OMS, etc.) 

3. Recurring interv iews with - I 0 AR software and servi ce providers (e.g., NCO 
outsourcer, CR software) 

4. Recurring interv iews wi th - 15 external experts on both /\R management and IT 
enablement 

Qualitative insights from interviews were blended with fact-based data ana lys is and 
modeli ng to answer the key questions. Sample analyses include: 

1. Current state of receivables (e.g., vo lume, delinquency rates by agency) 

2. Estimated costs and time to market for CRS under each alternative 
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3. Estimated impact ofCRS both cost savings and increased co llections 

4. Potential pilot bureaus for CRS given expressed interest and potent ial for cost 
savings. increased co ll ections 
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F. CRS concept 

1. CURRENT STATE OF PRE-DELINQUENT COLLECTIONS 

There is a substantial opportunity to improve pre-delinquent co llections as the current 
process is ineftic ient due to lack of standardized processes, rragmented and subscale /\R 
operations, suboptimal technology, and poor data (sec Exhibit 15). 

Exhibit 15: Pre-delinquent collections is inefficient today 

Scale 

Process 

Technology 

Data 

2. SCOPE 

• In FY201 0, non TaxfTroasury/Postal/Loan collect1ons, wnte olfs. and adtustmonts on 
receivables at CFO agencies was $1 168 with an end1ng balance of - $488; an add111onal 
- $50-1008 of collections and referrals occurred at independent and non CFO agenCies 

• Dehnquoncy ra to of - 1 0°/o for underperforming agondos versus ·2°/o across government 

CFO agendes spend - $380M annually on AR management w1th al l east 4,800 FTEs 

Fragmented model Wllh many agenCies performn'lQ pre dehnquenl collections Wllh d1spara1e 
operations for each bureau 

• Many agenc1es fail to max1mize collect1ons by neglectmg to generate 1nvOICOS, perform pre 
delinquent servicing , or accelerate referral of high-risk accounts to OMS 

Many agencies suffer from manual (1.e ., paper heavy), subscale AR management 

At least 26 separate systems employed by agenCies for accounts rece1vable management 

H ighly fragmented, customized 1mplementat1ons for accounts receivable management w1th 
suboptimal workflow and automated actions 

Few agencies benefit from best pracllce tools (o.g credi t reports, skip trace) 

• No data standards 

Poor data quality (e.g .. no record of total rece1vables government w1de) 

lncons1stent shanng of core reco1vables data w11h OMS, resultmg In high referral of disputed 
dobt back to agencies 

The potentia l scope of CRS includes all elements of the value cha in from establ ishmcnt 
to delinquency. Three opt ions arose rrom interviews and workshops: ( I) invoicing to 
deli nquency, (2) servic ing to delinquency, and (3) receipts processing to delinquency. 

OFIT selected the second option (servicing through delinquency), with an optiona l 
invo icing feature made avai lab le to agencies (see Exhibit 16). This approach delivers 
the highest va lue to agencies that sometimes ra il to generate invoices or conduct pre
deli nquent servicing. Estab lishment and delinquency were exc luded, as they naturally 
fall to agencies and OMS, respectively. 
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Exhibit 16: Scope of CRS pr·c-dclinqucn t collections activities 

focus for CRS 

.. . Option agreed upon 

0 Invoicing f) Servicing e Receipts Servicing with Invoicing option 

l!stoblllhmenl EatabUahment Ellllbflshment Eatlib41shment Servicing onward, with 
agency option to utilize 

lnvoldng lniiOietng lnvoldnrg lnvotdng Invoicing feature: 
Somo agonoos do 

Sefvldng Sftrvldng Sftrvldng S.tvlefng not currontJy generate 
IOVOICOS 

RocelpiS Rocelpts RecelpiS 
procesSing pi'OCOollslng procusfng 

Receipts Many ongngo 1n little 
processing pre doltnquont 

serv1cmg 
Application ApplicatiOn AppllcoUon Appllcotlon 

Recogmzod as htghest 

CrotdtiS I C-1151 CredUs f 
ott sets onsets offsets 

Credits / value add approach '" 
offsets diSCUSSIOOS Wrth 

- Advtsory Group 
Aoturns Return• Retuma Returns fntOI'VIOW& 

Steonng Comm1tteo 

J 
Dunning 

f 
Dunning 

J 
Dunning 

lnteresl / lnt.,...t In-t i 
pen~ty penalty ~ty 

~ 
Allowances, ! AlloWWtces. ! Allowances. 

wt1t.-otfs. etc, wrtt...affs, etc. wrlte-olfs. etc. 

J 
Dunning 

Estabhshrnont of amount 

lnterHt l owed out of scopo as 
pen .. ty naturally falls 10 agenctos 

~ 
AUowancn. 

wrtte-offs, elc. Delmquency out ol scope 
as domatn of OMS 

Installments lnltallments lnst.elfments lnstallnMtrU• 

SOURC.£ lnletv1BWS wtth government stakehOidm s_ nldustry e•perts. team an~lV!i1S 

3. RECEIVABLES TYPES 

CRS "' ill focus initially on handl ing public, lov.-valuc rece ivab les (sec Exhibit 17). 
Public rece ivab les have a higher collecti on impact versus intergovernmenta l receivables 
as they represent co ll ection in no,, to the gove rnment. Low va lue. high vo lume 
receivables will benefit the most from standardized sca le processes as compared to 
·'high touch" receiva bles such as corporate and income taxes. or loans. 
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Exhibit 17: Focus on receivables due from outside government 

Focus receivables: 
• Br1ng money 1nto t11o 

government frorn 
ou!s1dC (o q 
llconsosl 

• E:c:cludos corp01.11e & 
1t100rnc taxes. loan 
revenue 

• Rocc,pls $154 B 
1 12°~ of lolal) 

• AR balance $159 
( 17"/o of total) 

Account type ' 

Trust FIJnd accounls 
lntergo..emmemal accounrs 
General Expenditure 
Public Enterpnse accounts 
Royalties 
Gains fro m Gow m mont participation 
Rent, Including bonuses 
Customs dulfes 
Special Fund accour\tS "' 
lntores,t 
Resututlons. reparations. etc. under military occupation 
Cloaring accounts 
Fees lor regutatoty and Judic ial sel\lceo 
Rece1pts from monetruy power 
G1fts and conh1bi.Jtions 
Fines. ponaJtles. and fotfeUuros 
OitJdends and other eamlngs 
Sale ol products 
AeaJizatlon upon loans and ln\oOstments 
Rocow ries and rolunds 
Fees and other chorgos for s onAcos and special benefit s 
Management and Consolidated W'O(klng Funds accounts 
Collec t1 ons from canceUed account s 
Sate ol oowrnrnent ptoperty 
Nooative s:ubsidlos. downward reest1m tues tCred•t Roform) 
Transfer of OJCcess receiets to general lund 
Grand Tota l 

1 lndu<ios recefp t Olld oxpcndlture accounls 
2 CloSing balance. as stated in FY2010 FMS Current Report. Part Ill 
3 F\'2010 volumo of receipts (not by account type), as stated In FY2010 FMS Current Report Part II 

PubliC recervablos '" locus 

Accounts receivable 2 Rocel,et s J 
Cto•ng Share o l Tota l Share o l 

I$Ml l o lal ~ !SM) total!~ 
62,144 700 89 1.R20 69 I 
10.295 11 6 
8,800 99 
2,396 27 
1.820 21 3 .939 0.3 

616 07 
448 05 81 0.0 
442 05 15.656 1.2 
350 0.4 81.441 63 
324 04 36.367 2.8 
225 03 0 0.0 
202 02 1.092 0 . 1 
127 0 I 984 0 . 1 
121 0 I 75.845 5.9 
88 0 1 3 00 
84 0 I 1 ,665 0 . 1 
83 0 I 2 1 0.0 
75 0 I 443 00 
68 01 12, 194 0 .9 
27 00 4.956 0.4 

I 00 1.259 0 .1 
0 00 
0 00 1,719 0 1 

0 0 0 00 
00 160.812 12 5 
00 7 00 

88.735 100.0 1,290,305 100.0 

4 Spec~al tund accounts are cred1ted with receipts from specii.C sources Ykl•ch are earmarked by taw for a spec•hc putpose but whiCh are 1lOI generated 
I rom a cycle ot operat1ons- o g ronts and royalties under the Mooral Leasing Act. tevenuetrom v•sators to YetiOWStOf'o Nahona1 P3rk 

SOUACE Tteasury.FMS FY2010 Curren! Report 

4. CAPABILITIES REQUIRED 

CRS will col lect receivables from agencies and perform pre-delinquent servicing, 
including invoicing if desired, and coordinate receipt processing with FMS. Receivables 
wil l be eligible for transfer to CRS once the agency has determined amount cettain and 
terms of payment. CRS will be authorized by agencies to negotiate payment plans with 
payers and CRS wi ll keep receivables data in a central repository, providing updates 
back to agency accounting systems. Data storage will include document images fo r 
account case files. When receivab les reach de linquency (i.e., an age or 'gate' specified 
by each agency for their own receivables), CRS will transfer the accounts directly to 
OMS on the agencies· behalf - i.e. , a seamless transfer to delinquent servicing by OMS. 

Specific capabi lity requirements are outlined in the paragraphs that follow. 

Agency interface and internet portal. Agencies and payers wil l communicate with 
CRS system via an interface (primaril y for agenc ies to send I rece ive data) and an 
internet portal. 

Agenc ies wil l usc the interface to upload acco unt data to CRS. During upload, the 
interface system wil l va lidate data, rejecting fil es that are corrupted or do not match with 
public ly-ava ilable addresses, etc. Inbound account data will be routed to the receivables 
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data repository lo r servicing, rece ipt matching, etc. Agencies wi ll also be able to reca ll 
receivables (e.g., erroneous or di sputed rece i vablcs) through thi s i ntcrface. 

Automatica lly and periodica ll y, the interface will send updates on receivab les status 
back to the agencies so that they can keep their records current. 

An internet porta l will enable external users such as agencies and payers to log in and 
conduct business with CRS. For example, agencies can upload rece ivables data outside 
of the normal batch routine, view standard reports. create ad-hoc reports, set the ir level 
of service, configure invoicing, and select criteria for sending late notices and re fe rring 
cases to OMS. Similarly, payers can use the portal to perfo rm activities including 
viewing all of their paya blcs and any case documentation, enter payments. and correct or 
update the ir contact information. More detail on services is prov ided below in, 
"Servicing." 

Invoicing. Invo ic ing is defined as the process o f sending a letter and/or email to a payer 
to in fo rm them of the amount owed, due date. and other conditions of payment. It docs 
not include calculation of the amount owed i.e., it docs not include cost accounting at 
the program leve l or further allocations within the agency. Agencies that use CRS are 
requ ired to provide CRS with an amount certain and due date, among other required data 
c lements, when they transfer rece ivables to CRS. In vo ices wi ll not be sent for 
rece ivab les that do not include the minimum required data. 

Invoicing service will be an option that subscribing agenc ies may decline. Agencies that 
do not subscribe to invoicing will still have to send CRS a copy of all relevant in voices 
for case fil es. 

CRS will be able to send invoices to payers directly. or to their financial institutions if 
one is spec ified in the payer's CRS profile. CRS will also be integrated with Pay.gov so 
that Invo ices can be posted on that site. Invoices sent by CRS or posted on Pay.gov will 
include any additional forms that agencies desire-e.g .. inst ruction fo rms for submitting 
payment. CRS will be responsible to ensure that all OM B required e lements of in voices 
arc included, and will establi sh standard data requirements that participating agencies 
must meet. 

Although a guiding principle for CRS is to leverage electronic invoic ing. there may be 
some programs or payers that require direct mail invoices. 

In addit ion to sending invoices, CRS will send reminder not ices at interva ls configured 
by each agency. 

Servicing. Servicing encompasses all of the acti vities bet""'ecn invoic ing and receipt 
that stimulate or otherwise arrange lo r the payer to pay- e.g., communicating with the 
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payer, and updating the receivable if there arc changes negotiated. Case files arc built 
for each receivable, starting with the original invoice. Rece ivables arc serviced by 
account representatives who are employees I contractors or CRS, using too ls such as the 
following: 

• Case search, view, edit. Allows representatives to search for receivables based on 
payer in formation, agency in formation. etc. and make authorized changes. 

• Document manager. A ll ows representatives to view case documentation and add 
documents to case files. A tlcxible document servicing appl ication will al low 
representatives to create a case file from the originating invoice and add records o r 
all contacts with payers to meet the minimum requirements for case 
documentation. 

• Payer profile build , view. Allows representatives to view a payer· s history for 
government receivables in the system, and make entries to the profile or link 
relevant case documents. 

• Call scripts and deci sion aids. Guidance for interactions with payers. including 
decision aids and help topics to guide phone calls and servicing actions. Also ll ags 
cases for miss ing documentation to be requested during payer contact. Other 
features include a smatt autodialer (e.g., predicts the best time of day to reach a 
payer), a post-call memo builder application, and recording capabi lity. 

• Integrated collection tools. Enables representatives to enter a payment directly 
li·om a payer over the phone i.e., taking the payer's credit card or bank account 
information and submitting the payment via Pay.gov or another Federal Finance 
co ll ection channe l. 

• Payment plan builder. Enables representatives to bui ld a payment plan while 
communicating with the payer over the phone or emai l. Payment plans wou ld be 
limited by business rules set by the agency concerned. 

• Credit I offset view, edit. Enables representatives to view credit or offset 
information for payers, determine net government-wide debt, and distribute 
payments I overpayments to payer' s other receivables owed, or return payment. 

• Report generator. Enables representatives to create standard reports (e.g., TROR 
data, set aside amounts) for agencies and payers, or for internal use. 

• The service team will include relati onsh ip managers assigned to one or more 
agencies. Their tools will include repott builders that allow them to commun icate 
with agencies via individual receivables updates, aggregate reports, and 
performance reports. 
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Receipt processing. CRS wi ll integrate with ex isting systems at l·MS Federal Finance 
to process receipts (i.e .. pre-delinquent collections), thercb) leveraging the 
government' s substantial resou rces for collecting receipts via internet, telephone. and 
mail Receipts wil l be matched aga inst the list of rece ivab les in the data repository so 
that agencies can be updated promptly on the status of thei r receivables. 

Agency tools. CRS may prov ide tools that help agencies manage their receivables on a 
self-service basis. Example tools that agencies may find useful: 

• Skiptracing. Ass ist agenc ies in locating payers when con tact information is 
incomplete or incorrect. For example. searchable databases (CRS receivables data 
repository being one of these), and 3rd party services for deeper search ing. 

• Debt check. Agencies wou ld usc the CRS receivables data repository to determine 
if a loan applicant or other prospective customer is already in debt to another pa rt 
of the government. This information helps agencies identify high risk appl icants I 
customers. 

Workflow automation. Automation o r receivables business processes will enable CRS 
to increase receipts with fewer FTI::s. CRS wi ll employ a workflow app lication that 
monitors cases to prompt automated and manual act ions by account representatives. 
Example actions include sending additional notices, reviewing a case that has 
accumulated abnormal ri sk, or reviewing actions taken by the payer or agency. 

Worknow will enable timely response to payers and agencies by distributing case work 
among available account representatives. Case age and completeness wi ll be factored 
into dai ly prioritization or tasks. 

Worknow tools for managers include status summaries that link directly to cases so they 
can access case details and perform a visual aud it. Tools such as these enable 
management to quickly identify work now anomalies and resolve problems. 

Performance management. A suite of performance management too ls wi II enable 
CRS managers to understand the risk on each receivable in an agency's portfolio. 
ca lculate the expected loss on the portfo lio, and recommend set-asides to cover the 
expected loss. Related tools will track workfl ow performance with best-practice metrics 
and identify trends in case composition, disposition. etc. 

Cent ra l receivables data repositor-y. CRS will maintain a record of all receivables 
uploaded by participating agencies to enable match ing with incoming receipts. This 
record would be updated continuously as actions are taken on receivables e.g., when 
the amount owed or due date is changed, or when payments arc received. It will 
leverage FMS TRS as a central record of transactions. 
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It will also include a central repository or case information. induding document images. 
to enable case work and servicing. Case fil es wo uld be built from the origina l invoice 
and 1nc lude any notes made by account representatives during servicing. as well as links 
to any document images re levant to the case. 

l"hc data store will be sea rchab le using configurab le business intelligence parameters 
such as payer ide nt ifi er. case characteristi cs, agency I bureau I program. ti me peri ods. 
pa) ment status. etc. This feature wi II be accessible to account rcpresentat i vcs fo r 
serv cing receiva bles. as we ll as participati ng agencies to create ad-hoc reports on their 
own receivables. 

l~efcrra l to DMS. CRS will manage the referral of cases to DMS when they reach the 
de linquency gate as specified by each age ncy for each type of its rece ivab les. Some 
rece1va bles might be referred to OMS immediately. Additional applications in the 
intc1 face. servicing, and workflow modu les wi ll automate these referrals. OMS users 
will have fully integrated access to CRS records so that they can perfo rm research on 
cases referred to OMS. 

System suppor·t. System technica l features will be adequate to support dep loyment and 
susta inment o f the above capabilities for all pa rti cipating agencies. 

Call center. CRS will employ a ca ll center to support inbo und and outbound service 
ca ll s with payers. agencies. financial institutions, etc. ; and outbound contact ca lls to 
payers. To do this, the ca ll center will have outbound I inbound calling systems and it 
will have personnel to operate the ca ll center. Both of these capabil ities (systems and 
personnel) will be varied in scale to meet the demand for CRS services. 
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G. CRS operating model 

l. ALTERNATIVES CONSIDERED 

Of<' IT considered three alternati ves to address the gaps with respect to the capabilities 
requ ired for CRS, with the largest gaps being the servic ing platform. workfl ow 
automation system, receiva bles data repository, and call center. Each alternati ve 
represents a unique combination of equipment and personnel (i.e., combine either 
ex isting or new equipment with either insourced or outsourced personnel ) to fi ll all of 
the gaps comprehensive ly and create a seamless CRS/DMS collecti ons complex (sec 
Exhibit 17). 

I)) Leverage and enhance ex isting government assets into a dedicated pre-de linquent 
collections platform operated by government personnel. This alternati ve envisions a 
combinat ion o f FM S's rece ipts processing capability with an ex isting servicing 
operati on within government (e.g., ARC). Under the ARC example, its Oracle platform 
and integrated Siebe l functionality provide the core technology platform. Oracle 
provides central data storage and Siebel is a customer relationship management tool that 
prov ides servicing and workflow automation so lutions. ARC's ca ll centers would be 
sca led up and enhanced with add itional technology. 

2) Acqui re a comprehensive COTS platform for pre-delinquent co ll ecti ons and install it 
at an ex isting government service center, to be operated by government personnel (e.g .. 
setup a new CRS platform within the ARC serv ice center). Candidate COTS products 
integrate workflow automation, servicing, and data repos itory functions. Example best 
in class COTS so lutions inc lude Columbia Ultimate, CR Software, and Co llectOne. 

3) Acqui re pre-delinquent collections services from an at-sca le vendor and integrate 
these services with ex isting. complementary operations in FMS/DMS (e.g., Pay.gov). 
This alternati ve relies on an established, pri vate-sector AR service provider ( i.e., 
outsourcer) to deploy its technology infrastructure and personnel. The outsourcer 
provides a holi stic so lution built upon technology that it owns and continuously
improved capabili ties in stimulating payment. Example best in class outsourcers include 
NCO, GC Services, and Firstsource. 

Note: A fourth permutation of equipment and personnel would in volve hiring 
outsourced labor to operate a new (COTS) government AR platform. However. this is 
not a rea l alternati ve because outside AR vendors have their own. ex isting platforms 
which they prefer to operate. 
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2. A ~ALYSIS OF ALTERNATIVES 

Each alternati ve presents a so lution for filling the gaps to CRS. l lowevcr, the 
alternatives differ substantially in terms of the cost and type of work required to reach 
min imum capabi li ty (see Exhibits 18, 19). 

Exhibit 18: Alternative des ign options 

Agoney/ Treasury 
system lntorfaces4 

Agen.:y portal 

Work low mgmt. 

Data r eposltory 

Tools 

1. Leverage govt. resources 
and existing p latforms 

Treasury deploys govt personnel 
Leverage. scale up e)Cistmg AR 
technology 1n govt 

Scateup govt cemer2X-15X 1 to 
120 1 70 serv•cers 

Integrate 8 systems 1 

Al ternative designs 

2. Deploy govt. resources. new 
COTS platform 

Treasury deploys govt. personnel 
Implement bost -practice 
commercial off-tne sheH AR 
soltware 

Scale up govt center 2X- t2X 1 to 
1 1 0·150 servicers 

Integrate 4·5 systems 'J 

Integrate 1 0 data 1ntortaces per bureau 

Build agency portal 

Enhance case pnonlilatlon 

S cale up Govt databases (e.g . 

ARC's Oracle) 

Con tract With thrrd party tor SkiP· 

trace. credit reports 

Available '" •ntegrated COTS 
software solutior1 

3 . Manage outsourced AR service 

Treasuty conrracts and manages AA 
ou1sourcer 
Outsourcer provtdes personnel and 
tecnnology 

Use ootsourcer"s n1 scnto cantor 

• Integrate 3 4 systems 

Available '" outsouroor·s 
u"'tegrated software sotuuon 

Invoicing and 
payment system Enhance Pay.gov lore .nvotc1ng use Pay gov for e payments. link to TRS lor transaction repor11ng 

Payment posting, 
OMS trans fer Use FMS for receipts process1ng agency updates for match1ng. trans fer dohnquont debt to OMS 

I AR der cftledFTE" {>nd\uJrq contl-.t<>t~l tn ,I• tat•! no\lt ah.o~ed Mr'o'C.,. tn(.Jud• 12101 ARC. 2Aior NBC. 70 lor ESC 
2 Sy•lel'l'l 101 all I •tiCivdo Ooc::umet'll Manaq~tntonl tlnWJK:OI). Cred•l Bureau• Stvp h...-.•14il Cot•Tillf dat~ l{lp()KI!Ot y_ Oosimg ,..,.,.,, Rtttxttl•no . ...-RS. P'a)' gov. A4~Y pori-' 
3 Alt 2 pr.• ..... d• a mc>UI lnl(llljflliiPd prftpaclo.a-god lt'llf>m thai tGqU<fellfltOQI:IIWIQ tttlly wolh PRy gov fRS R~~~PQ~"hng> anti di!'~OQ 1\h J 1• llfnlat but •nclufMI •nlr.!qf !lll'd tf ~~nq 'ly$ittm 
41 AcC.DI.II I N11m• Al:counl co" t-.:1 d~ .. laftll dorao; '•<)fl·th Rlt('"'vlll11• dull' Ia Pa~mttnt,. ter;tJ<pl.,_ P-.t•nt•nt put.' nq Jkcf'lufll mllot1!8f1;111<-a otr 
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Exhibit 19: Analys is of alternatives 

1 Leverage gov1. resources 
and exis ting plallorms 

- $21 - 32M 
$ 12 2 1M lor demonstrate 

·$9 t i M lor deploy 

Platlotm sOI9CIIon and mtegraflon 
Software llconse and configuration. 
hardWare. tm1nmg 
Devotop agency portal and data 
mterl.aC88 

$22 - 32 receivable 
$21 28M yr@ year 5 

Govt porsonnel costs (•t20Kf 
FTE produc.:tnnty ( 6K BK cases 
/k1ndtocJ {J<Ir year FTEi' 
O,.,gomq development_ support 

18 - 36 months 

Platlorrn ,;otnctlon (3 9 mo.} 

Agnnc:y on board.ng. platform 
mtegra!lon, custom davelopment 
(1221 mo) 

Servl( o center sot up, hmng. 
tram/ng of BBntiCBrs (3 6 mo.} 

Alternallvo designs 

2 Deploy govt resources, 
new COTS plallorm 

$19 - 27M 
• $ 10 1 l M lor demonstrate 

$9 tOM lor dep loy 

Procurement process 
COTS platfom1 mtegrallon 
Sottwar91K:enS6 and conlfgurauon 
llardwaro. tmu•mg 
DeveloP agency data mterf.aces' 

- $20 - 30 receivable 
$t9 25M )r@ yearS 

Govt J>e!Sotmt'll costs(- 120Kf 
FTE procluctJVIty ( ... 8K - IOK 
C.1!>0S 11.1ntJied {}6f year I FTE) 1 

Onqomg dovoropment, support 

12 - 24 months 

Procumm nt process 3·9 mo) 

Agoocy on board•ng. COTS 
platform lfltiJ(IratiOn (6-9 mo.) 

SRrY~t'tJ comer setup hmng. 
trn,nmg of servtcers (3 6 mo ) 

Recommendort model 

3. Manage outsourced AR 
service 

-$8 - 13M 
~$5 • 8M tor demonstmte 
• $3 5M for deploy 

Procumm8flt piTJCIJss 
Outsourcer platform lntegrntiOil 
Devolop agoncy dat.1 intorlaces' 

· $8- 12 1 receivable 
$9 • 13M tyr@ year 5 

Oulsourcer charges by FTE P<l' 
hour (•$26 • 28 'hr.)' 
FTE prodi.Jctivrry ( · BK- 131< 
cases handled {J<Ir ye/lr I FTE)-' 

- 9 - 18 months 

Procurement p rocess (3~ mo. I 
Agency on-boatding. tntegrarion 
wd/J Tronsury (6 ·9 mo.} 

I l\ .. t1tl>l1 ,.,,,,,, 15 bt.,&aut. p.,, ,,.."Pil""'.l "' y ... ,, 2 ·1 lhA•I •""'M! Af\ c.,.. twO u11KIOK), 1\.ki•I•Onal 20 ,.,..,,.,,. ~n Y"'"''" • !; '''"'' ' .ot•n ual AA • .,..,lr:r .. l l~ tM ~~ yr:u Sl 
2Huvt d 1t• ltt<IOII anal)oaltl 
3 \l~tn•.k.- tJ1tl McK<Mit)l eJo.Petl tt11D "''-• h•;lm U1fiY'!lt1 

There are some cost drivers that all o f the alternatives have in common. For example. 
each alternati ve would require establi shing interfaces to participating agencies. Each of 
these interfaces would handle about ten different types of data (account name. account 
contact information. rece ivable amount, etc.). 

Simi larly. each alternative would leverage FMS for payment process ing and matching. 
including an enhanced version of Pay.gov for e- invoicing and e-payment. and a link to 
TRS fo r transaction recording. Finally, all three alternatives would transfer rece ivables 
to DMS at delinquency. 

A lternati ve I : Leverage and enhance ex isting government assets into a dedicated pre· 
delinquent collections platform operated by government personne l. 

A num ber o f existing government assets could be enhanced and further integrated to 
establish a pre-de linquent co llections platform (e .g .. leveraging ARC). 

• A service center in Parkersburg, WV \\ Ould be sca led up substantially with 
additional personnel dedicated to AR servicing. Specifically. the first 25 bureaus 
subscribing to CRS might require as many as 170 personnel at ARC, a scale-up 
factor of - 15X. 

• While this option would avo id the cost of creating new systems. it also presents 
limited functi onality, fragmented architecture. and higher costs for system 

McKinsey & Company 1 41 



t ustomization and appli cation support. While Orac lc/Sicbe l is an acti ve player in 
the AR management space, it is not best in c lass. Additiona l deve lopment and 
configuration work would be focused on an agency porta l developed and insta ll ed 
at ARC: \\ Orkllov, management enhancements to ARCs Siebel system: a data 
repository built from a scaled-up version of ARCs Orac le platform: and other 
too ls such as skiptrac ing service acquired through third-party arrangements 

• A re lati vely high leve l of integration work would bring together cx.isting or ne\\ ly
acquired applications in document management. credit scoring. skip tracing. 
central data storage. auto-dialing, reporting, transaction recording (e.g., TRS). 
payment processing (e.g .. Pay.gov), and internet-based access 

fhe one-time costs fo r the demonstrate phase of this alternati ve ( i.e., the first fi ve 
bureaus in the pil ot) would be $ 12-2 1 million. An additiona l - $9-11 million would be 
requ ired to add the next cohort of about 20 bureaus in the deploy phase. These costs arc 
driven primaril y by platfo rm se lecti on and integration, software licenses and 
configuration, ha rdware. and training for service center personnel, and development of 
the agency porta l and interfaces. 

The run -rate costs for thi s alternati ve would be - $22-32 per receivable. or about - $2 1-
28 mill ion per year once the number of subscri bing bureaus reached 25, prospecti vely 
around the fifth year of operation. The main dri vers of run-rate costs arc personne l and 
producti vity at the service center, as we ll as ongo ing application development and 
support. 

This alternati ve would require - 18-36 months to go live. Platfo rm selection would 
encompass - 3-9 months; agency on-board ing and integration would require - 12-2 1 
months; and the setup, staffing, and training o f' the service center would requi re - 3-6 
months. at a minimum. Some of these steps could be perfo rmed in para lle l. 

Alternati ve 2: Acquire a comprehensive COTS platform fo r pre-delinquent co llections 
and install it at an ex isting government serv ice center, to be operated by government 
personnel. 

Unde r thi s alternative, almost all of the gaps would be fi ll ed by acquiring and integrating 
a COTS platform: however, the platform would be operated by a sca led-up version of an 
ex isting service center (e.g., le veraging ARC). 

• This alternative presents superi or functi onality to Oracle/ Siebel and a s ingle, 
integrated so lution. HO\\ ever. it requires acquisition, configuration, and integration 
with existing systems. It also resources the ca ll center internally when more cost
effi cient options may be availab le from outsourcing. 
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• The service center at /\RC (Parkersburg, WV) would be sca led up nearly as 
substantially as in Alternative I: the difference being that the new COTS system 
would be slightl y less personnel-intensive to operate. The fi rst 25 bureaus 
subscribing to CRS under this alternati ve might require as many as 150 personnel 
at 1\RC. a scale-up factor o f 12X 

• A modest level of integration work would bring together ex isting or newly
acquired applicati on~ for reporting, auto-dia ling. transaction recording (e.g .. fRS). 
and payment process ing (e .g., Pay.gov). Functions such as document management, 
credit scoring. skip trac ing. data storage. and internet-based access would be 
embedded in the COTS platform 

The one-time costs for the demonstrate phase o f this alternati ve (i.e., the first fi ve 
bureaus in the pilot) \\ Ould be - $ 10-1 7 million. /\n additional $9-10 million would be 
required to add the next cohort of about 20 bureaus in the deploy phase. These costs 
reflect the time and expense of procuring and integrating a COTS platfo rm. deve loping 
agency interfaces, and acquiring li censes, hard\\are, and training. 

The run-rate costs for this alternative would be - $20-30 per receivable. or about - $ 19-
25 million per year once the number of subsc ribing bureaus reached 25, prospecti vely 
around the fifth year of operation. These costs are slightl y lower than similar costs for 
1\ ltemati ve I, refl ecting the higher producti vity of each FTE v. hen using a newer COTS 
platform . 

This alternative would require - 12-24 months to go li ve, including - 3-9 months for 
procurement. - 6-9 months for agency onboarding and COTS platfo rm integration, and 
- 3-6 months for setup, staffing. and training o f the service center. Some of these steps 
could be performed in parallel. 

Alternative 3: Acquire pre-delinquent collections services from an at-scale ve ndor and 
integrate these services with existing, complementary operations in FMS. 

Under this alternati ve. an outside vendor would provide AR servicing and integrate with 
FMS. Since the vendor would own and operate its own service center. there would be 
no need to scale up ARC. At the same time, some integration would be required to 
connect the vendor with complementary capabilities at FMS and DMS, including 
existing or enhanced applications for reporting. transacti on recording (e.g .. TRS). and 
payment processing (e.g .. Pay.gov). Functions such as document management, credit 
scoring. skip tracing, data storage. auto-dia ling, and internet-based access wo uld be part 
or the vendor's o ffering. 

The one-time costs for the demonstrate phase of thi s alternative (i.e. , the first fi ve 
bureaus in the pilot) would be - $5-8 million. /\n additional - $3-5 million would be 
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requ ired to add the next cohort o f about 20 bureaus in the deploy phase. These costs 
reflect the time and expense of procuring and integrating an outsourced service provider. 
and developing agency interfaces to that provider. 

l'he run-rate costs for this alternat ive would be - $8- 12 per receivable. or about - $9- 13 
million per year once the num ber of subscribing bureaus reached 25, prospective ly 
around the fifth year of operation. These costs arc substantia lly lower than similar costs 
for Alternati ves I and 2 because outsourccrs leverage extensive scale to keep pe r-unit 
operating costs low. 

Finall). this alternati ve holds potential to dri ve quality and cost-effic ienc) 111 future by 
contt acting multiple service vendors and hav ing them bid competiti vely every quarter 
for shares of the available /\ R vo lume. 

This alternative would require 9-18 months to go live, including - 3-9 months lo r 
procurement, and - 6-9 months for agency on-boarding and integration of the vendor 
with complementary capabilities within FMS (e.g., Pay.gov). 

See exhibit 20 below for estimated costs for demonstrate and deploy phases under each 
o f the alternati ves. 

Exhibit 20: Estimated costs by alternative 
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H. Learnings for CRS rollout 

l. CASE STUDY LEARNINGS ON SUCCESS REQUIREMENTS 

Six valuab le principles for success in centrali? ing rece ivables management emerged 
from a review of cases from the public and private sector (sec Exhibit 2 1 ). 

Exhi bit 21: Case studies reveal successful criteria for receivables centralization 

Examples 

It ·~·''"'"• U 5KF 
,........_. 

Criteria requirements lor success 

• Focus on the most collectable rece1vables 
S1mple. public rece1vables 

- Segment rece1vables to max1m1zo 
revenue 

• Max1mize Internal elficiency ol new systems 
· M1n1mize handoffs. interlaces 
- Use automated workflow tools to mon1tor. 

1mprove processes 

• Establish a rece1vables center of excellence 
- Single point of accountabili ty, 

measurement 
- Orgamzauon, tra1n1ng, 1ncent1ves for 

continuous improvement 

• Reduce 1ssu1ng I data errors 
- Establish and track metrics for up

stream data standards 

• Manage serv1ce prov1ders proactively 

• Adopt a sales-like approach 
- Use direct contact to stimulate payment 

SOURCE Vondor mterv10WS (VA. Fduc. NYC 10or. Iowa. Maine, OtQohoma. LA - NCO Group. Mt$SISSipPI - CR 
Softw:ve) . M.:Kinsoy & Company 

Focus on the most collectable receivables. The most coll ectable rece ivab les are simple 
in their administration, such as fines or fees for service due from the public. 

By contrast, loan repayments f{)r education, property, or business are more complex to 
administer and require in-depth knowledge of each individua l case. Centra liz ing such 
receivables ga ins little because the expertise to servi ce them is inherent in their 
origination and setting up a separate operation to service them is duplicative. at best. 

The most successfu l centra lization efforts make a regular analysis of the most profitable 
receivable types and prioritize them for co llection. 

Maxi miLe internal effi ciency or new systems. An important source of va lue in many 
centrali?ation efforts is the simplificati on of' processes. In designing a centralized 
receivables service. successfu l programs des ign the new system to minimize handofTs 
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and interfaces. There is also an opportunity to app ly auto mated workflow tools that 
continuous() monitor and improve processes. 

Establi sh a receivables center of excellence. Centrali /ation presents an opportun ity for 
deep spcc ial i~:ation and many centrali/ati on efforts show the benefits o f turning their 
ne'' receivab les shop into a center of excellence. In these cases. exce llence is dri ven by 
rigorous accountabi I ity and performance measurement. The organization. training. and 
incenti ves are designed to foster con tinuous deve lopment and implementation of better 
methods. 

Reduce issuing I data errors. A cen tra li zed operation can also spur improvements 
upstream of its own processes. In many cases. metrics lor the quality of incoming 
receivab les were used to help the originating agencies or business units improve the 
rigor and accuracy of their customer interactions. 

Adopt a sales-like approach. Centra li zation presents an opportunity to replace old 
methods of interacting with payers. In lieu of legacy methods that may have ori ginated 
in a bureaucracy, the receivables team can adopt customer interaction techn iques from 
successfu l sales operations. Us ing multiple channels (e.g .. emai l and telephone). taking 
the initiative to contact payers, and adopting a service atti tude can substanti all y improve 
success rates. 

Manage serv ice providers proactively. Man) ccntra li~:ed receivables operations usc one 
or more outsourced service providers to contact payers. arrange payment, and track the 
status of workflow and account tolerances. Whi le outsourcers offer some of the best 
opportunities for efficiency and effecti veness, these benefits are better captured when 
actively managed by the contracting government or business. More detail on vendor 
management is provided in a subsequent sect ion. 

2. VE~DOR MANAGEMENT APPROACH 

Vendor management consists of practices, organization, and contract features. As 
descri bed in more deta il below, CRS will need substantial structure and resources 
dedicated to managing its vendors. 

Vendor management practices. There are four practice areas that wi ll be important for 
CRS"s management of vendors: measuri ng performance, improving capab il ities. 
reducing ri sks, and supporting competition (see 1-.xhibits 22, 23). 

Measuring peJformance. Keeping vendors accountab le for their performance in detai I 
not on ly reduces the overa ll performance risk t-or CRS. it also maintains a high level of 
vendor responsiveness to the government's requi rements. Key mctrics to monitor 
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include ou tput quantity and quality, which can be measured both in terms of the rate at 
which receivables arc resolved on the fir~t attempt as well as the satisfaction of bureaus 
as customers. 

i\ necessary component of measurement is setting performance tripwires. or levels of 
perfonnance which arc not deficient but which indicate a trend that, if not addressed, 
may lead to dcliciencies. These can be estab li shed on an adaptive basis- i.e., in 
re ference to the prior quarter"s performance, and in some cases with continuous 
improvement included. 

Benchmarks arc popular tools because they are effective . In addition to benchmarks 
from other private-sector operations, it can be useful to set internal benchmarks in the 
first six months of operation and establ ish a program or continuous improvement from 
these. 

Metrics receive more attenti on from vendors when their compensation is determined by 
their performance against the metrics. llowevcr. it is important to audit performance 
trends regu larly with the vendor so that the fina l compensati on computation is c learly 
understood by the vendor and the rationale for any penalties or bonuses is agreed by 
both the government and the vendor. 

!mprcJl'ing capabilities. Regular, steady improvement shou ld be an expectation in any 
high-volume process and centralized receivables management is a candidate lor 
establishing a forma l improvement program with a vendor. At contract inception, the 
government and vendor should agree to improvement priorities and a regular schedule 
of both system and process improvements (e.g., 6 or 12 month periodicity. it is not 
recommended to go longer than 18 months between improvement cycles.) 

As discussed fur1her in the following section on the CRS upgrade model, an 
improvement program with the vendor should coordinate all upgrades across the vendor 
I CRS complex and participating bureaus, as well as Federal Finance and OMS. 
Vendors should be responsive in RFI I RFP correspondence to fully integrate and 
contribute to CRS's change request processes. 

Reducing risks. Risk reduction is both a daily activity and a strategic priorit). and 
vendor management is integrated with risk reduct ion activi ties extensively. i\t contract 
inception, the government and vendor should approve an initial list of risk categories 
and miti gati on measures. There should also be a regular, aggressive schedule of reviews 
to update, add, or demote risks and their associated mitigation tactics. 

An important clement of a hea lthy risk reduction program is formal esca lation and 
resolution mechanisms. These should be included in the vendor contract and modified 
per experience through a formal approval process. 
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Vendors should be required to submit to regular as we ll as ad hoc audits or inspections 
by properly-trained and formall y identified representati ves of the government (e.g., the 
COTR or equi va lent.) No less frequently than annually, the vendor's business 
cont nuity measures should undergo a thorough audi t conducted jointly by the 
gove rnment and a senior member of the ve ndor" s team assigned to the govern ment 
contract. 

Exhibit 22: Vendor management d raws on capaci ty in core skill at·eas 

Descriptio n 

• Mon1tor output quality I quant1ty, customer sahsfact1on 
• Set performance tripw~res' 1n metncs 
• Use internal/ external benchmarks 
• Link vendor compensation to performance 
• Aud1t performance trends regularly w1th vendor 

• Establish pnorihes for continuous Improvement 
• Keep regular upgrade schedule, - t2 month period1c1ty 
• Coordinate agency, C A S, and vendor upgrades 
• Use formal change request processes; mc:ude hlghest

pnority requests '" next release 

• Approve 1n1t1al nsk categones and m1hgallon measures at 
contract incept1on 

• Rev1ew updated risks, m1t1gat1ons quarterly w1th vendor 
• Establish resolution mechanisms, escalation p rocedures 
• Perform aud1ts I surveillances of vendor operations 
• Inspect vendor's bus1ness cont1nu1ty measures penod1cally 

Source t.AcKmsey & Company 

Recommendation 

• CAS will need 
s ubstantial 
s tructure and 
resources for 
vendor 
management 

Support inK competit ion. Once CRS is estab lished and demonstrated (approximately 
three years into program operation), it may be able to manage multiple outsourced 
service vendors simultaneously. Using multiple vendors a llows CRS to leverage 
competition to dri ve quality and value. 

Competition is executed as foll ows. Prior to each quarter. the volume o f rece ivables is 
forecasted and vendors submit vo lume-price bids aga inst the forecast. CRS awards 
shares of the vo lume to vendors according to the va lue of thei r bids to the government. 
but also taking into account their current and past performance against metri cs. 

A multi-vendor approach can be in the government's interests to the ex tent that it 
deli vers improved pricing, adds incentives lor vendors to control quality, and lowers the 
ri sk of a service interruption overall (i .e. , if one ve ndor fa ils, others are on contract to 
cover the dropped vo lume.) 
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llowevcr, a multi -vendor approach can also present challenges to the government, 
includ ing the add itiona l effort required to manage vendors and the quarterly 
competition. It may also be necessary to estab lish additional or more complex vcnuo r 
interfaces. Similarly, it may be necessary to in-source those system components that all 
vendors would need to access but that the government would need to contro l in order to 
ho ld a fair auction e.g .. the government wo uld hold the common database of all 
rece ivab les and each vendor could access it at equal cost. 

Exhibit 23: After initia l phases, C RS may usc multiple vendo rs 

Manage multiple vendors lo get tho best price 

• Forecast the next quarter's AR volume 
• Vendors submu volume I pnce bids agamst tho 

forecast 
• CAS awards shares of noxt quartor·s volumo to 

vendors occord•ng to tho1r b•ds and por1ormance 
rretncs 

----BEBT PRACltC£ ~Ae.Ka PEftFOAWAHCE OF MUl nPLE VEH~S A ND 
SEI ECTS THE MOST EFFECnV£ 

·-·- ·--·-------.. --
r~--·--- -1 ~ ....... --

...... 

Sourco rAcKinsev & Company 

lmplemenl multi-vendor approach at the right time 

• Bettor pnc1ng op t1ons each quanor 
• H1ghor •ncenbvos for qui1My serv1co 

PRO's • Low er nsk of serv•ce 1ntorrupbon (1. o 1f 
one vondor leavos I fa>ls. the others p>ck 
up the load) 

• Larger vendor management e ffort 
• M ay nood to ostabhsh add>t>onal or 

CON's more complex tntorfacos 
• Creates a moro transact,onal 

relatJonsl·up w1th vendors 

• Mo re suitable to tntermochate later phases 
Introduces complox>ty lhat >s not 

Timing dos1rable dureng tnttlal s tand up 
Roqu,ros resources that may only be 
avatlablo aftor cash now 10 mcroased 

Considerations 

• No oxdustvtty to the •mt1al vendor beyond the ptlot 
• May nood 10 '" source central da ta repos>lory so 

that mul 1tpte vendors can accoss at equally 

Organizati on. CRS will engage vendors on multiple levels of management in order to 
maximize transparency, fl ex ibility, and responsiveness in the vendor relationship. Three 
leve ls of engagement are: strategic, supervisory, and technical (see Exhibit 24). 
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Exhibit 24: Engage vendors on all management levels 

Key personnel 

Government 

-

• Set long-term goals. strategic direction • CRS program 
• Manage relat1onsh1p w11h vendors top management head 
• Perform consequence management of serious 1ssues 

(e.g , contract termination) 

• Agree on SLAs and changes as appropnate • CRS vendor 
• Review monthly service/cost performance relat1onsh1p 
• Approve vendor mvo1ces, apply service cred1Vdeb1ts manager 
• Resolve escalated items, review correct1ve act1ons 
• Drive continuous improvement 
• Perform aud1ts. rev1ews. risk assessments 
• Approve, priont1ze change requests 

• Implement, measure serv1ce dehvery day to day 
• Implement con11nuous 1mprovement 
• Resolve smaller issues, deviations from procedure 
• Generate change requests 
• Propose SLA mod1hcal1ons 

Source McKU1lH•y & Com,mny 

• CRS. bureau 
program 
specialists 

Vendor 

• CEO 

• Account 
manager 

• Rece1ving 
manager 

Strategic. At the strategic leve l, the vendor CEO and the CRS program head meet 
period ically to set long-term goals and agree on the strategic directi on of both CRS and 
their re lationship. This includes any consequence management for serious issues, such 
as contract termination. 

Supervismy At the supervisory leveL a senior member of the vendor' s team on the 
CRS contract would meet week ly or more frequently as required with the government's 
vendor manager. Subjects would include current or upcoming Service Level 
Agreements (SLAs), a month ly review of cost and service performance, application of 
credits or debits to the vendor's compensation based on performance, resolution or 
escalation o f issues. and prioritization of change requests. The Supervisory leve l would 
also be an appropriate venue for managing continuous improvement and approving 
schedules of audits or other rev iews as well as their results. Peri odic eva luati ons o f 
program risks and mitigation measures would take place in prepa rati on for forma l 
rev iews at the Strategic leveL 

Technical. At the technica l leve l. program specia li sts in both the vendor organization 
and the government would work together on a day-to-day bas is to implement and 
measure service deli very as well as any active continuous improvement measures. 
Because of their close connecti on to the day-to-day work, personnel at the Technical 
leve l arc expected to generate a majority o f change requests and propose SLA 
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modifications. They arc also expected to reso lve any issues or appropriate si;;e and 
dev iations from procedure with isolated consequences. 

Contract features. Re nccti ng some or the best pract ices mentioned in the preceding 
sect ions, outsource contracts have shown improvements in live areas that CRS will 
leverage in its own vendor management approach: performance management. pric ing. 
personnel, vo lume tlcxibi lity, and termination (sec Exhibit 25). 

Exhibit 25: Outsourcc contracts a re improving in 5 areas 

-
-

From (In som e cases) •• _ __;_ ___ ____:. ___ --- -
Metnc targets ostabhshod aftor deploy mont 

No hnnncia l tnconttvos I pcnaltJos tor good I 
bad performance 

No mconhvos for mnovahon 

o FTE-basod pr1e1ng 
o Chargos for uso of bench resources 

• Str~ught hne pnCing ovor hme 

• Opaque transtl ton costs 

• Limtlod transparency mto vendor f TE mtx 

o All aspocls of personnel competency loll to 
vendor 

• Set rovol volumos and promums for htgh 
volume penods 

• Commtlnlent to a mmunum number o f FTEs 

o Termination ponods up to 18 months 

Source ~cKmsey & Cornpany 

to 

Mo tnc baseline moasurod before doploymont, 
motncs keyed to basohno 

• Financial inccnbvos fo r porformanco d~rectly 
rolatod to tang1blo value 

• Gam -shnnng mochan1sm doftned for mnovat1on 

o Output based pne~ng 
o All bench relatod cost carnod by the vendor (o.g .. 

Included 1n por un.t pncmg) 
o Ongomg productiVIty unprovemont embeddod 1n 

pnang 
• ltomizod nego11atod trans1t1on costs 

• Q uarterly momtonng of attrition among ho t ski lls' 

o Standards lor mdopcndont tochmcat les~ng of 
FTE sk1lls. as well as background chocks. drug 
scrcomng 

• ProviSIOn of throe month rolhng forecast to tho 
vendor so 11 can proactJVcly manage capaaty 

o Ab1hty to roduco 1 mcreaso FTEs by 25% bolow I 
abovo forecast Without pr~ce changes 

• Maximum tormlllal10n ponod of s1x months 
• Sot term1nat1on tnpw1res' to prompt trans•llon 

before Situation bccomos cntJcal 

Pe~formance management. Up to the present, many contracts have established metrics 
after deployment of systems and processes. They have also fa iled to incenti vi7c 
innovation or improvement, and they have used few or weak incentives I penalties for 
good I bad performance. 

The emerging best practice is to establish a metric baseline before deployment, and 
adjust perfo rmance requ irements from the base line over time. Financial incenti ves 
linked to metrics thereby reward improvement. An additional incentive to innovate is 
created through formal gain-sharing mechanisms. 

Pricing. In the past, most outsource vendor contracts have been priced based on the 
number of FTE's required to produce the desired output. The usc of ' bench' or surge 
resources is charged through to the buye r, and the price per FTE is fixed over the pe riod 
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of the contract. Many legacy contracts also were unclear in how the sta rt-up or 
transition costs were being covered- i.e., if the buyer was in fac t covering these costs. 

rhe emerging best practi ce is to pay for output, not for FTEs. In th is case. all bench 
costs are borne by the vendor and any start-up or transi tion costs arc itemized in the 
contract. Another feature of new contracts is that the price per unit of output is reduced 
over time to account for expected productivity improvements. 

Personnel. Older contrac ts prov ided little or no transparency into the FTE mix that 
vendors applied to their solutions. All aspects of personnel competency were left up to 
the vendor. 

The emerging best practice is to exert some inOuence over the vendor in thi s area and 
one way to do so is to moni tor attrition of personnel at the vendor on a quarter!) bas is. 
espec ially in ' hot' skills- i.e .. in the case o f CRS, in the skil l areas critical to managing 
rece ivables. Newer contract fo rmats also requi re vendors to report on the standards they 
usc in technical testing of personnel, as we ll as background checks and drug screening 
for public-trust positions such as CRS. 

VolumeJlexihility. Many legacy contracts vvould manage vo lume by setting a standard 
leve l and then adding a premium for high-volume periods. This allowed the vendor to 
commit to a minimum number of FTEs. llowever, it also led to overpa) ments and 
reduced incent ives for the vendor to max im ize effi ciency. 

The emerging best practice in vo lume management is the three-month rolling forecast. 
In this modeL the gove rnment provides the vendor with a vo lume forecast for each o f 
the coming three months- the forecast is most refi ned for the coming month and least 
refined for the third month out. This forecast allows the vendor to plan FTE schedules 
in advance. Under thi s modeL there is no change to price as long as actual vo lume is 
within 25% of the forecast. 

Termination. In the past, many contracts included 18-month termination periods and no 
trip"' ires- early indicators of emerging problems-for termination. As a result. 
terminations were invariably crisis events, and transitions to a new vendor were carri ed 
out under emergency conditions, which led to suboptimal contract ing. 

The emerging best pract ice in managing terminations is to identify metrics that should 
prompt termination be fore the s ituation becomes crit ica l. Once a decision to terminate 
is made, an orderly transition should be carri ed out in no more than six months. 

McKinsey & Company I 52 



3. MODEL FOR UPGRADES 

Upgrade and improvement practi ces for information ~ystcms and the organi;:ations that 
manage them are developing as rapidly as the underlying technology. Neverthe less, 
there are six features at the core or most successful upgrade programs (sec Exhibit 26). 

Exhibit 26: Recommended model for managing upgrades 

Feature 

Upg rade 
team 

Customer 
(bureau) 
Integration 

Change 
request 
management 

Aesourclng 

Acquirement 
controls 

Markel 
resourch 

Description ---
Supcrvosos ongoong enhancements. upgrades 
CAS. bureau. vendor par he• patton 
Approves changes. upgrades to be oncluded in next release 
Communocatos chango pl:~ns wothon CAS. p:~rtocopaung bureaus 

Bureau rolollonshtp manngors sollett, gonomto chango roquests based on bureau needs 
Upgrades takong plnce at bureaus are tracked so that CAS can stay compahblo 
Opportunotocs for oollaborallvo upgrades (CAS 'lnd bureau together) aro proorotozod 

• Bureaus. CAS, vondor porsonnol submtt chango l'oquosts for u•lmGt noods 
• Next reloaso is dos•gnod around complote, pnont•zed hst of outstnndmg chango requests 

Changes aro dos•gnod to bo rovorstble. tormenatod Wtlhout further changos I dostgn work 

Constdor worktng capttal fund to onsuro fundtng avatlablo when noedod 
Estabhsh mulh yoar upgmdo procurement plan a hgnod woth budget cycle 
Include business r.nancoal manager (BFM) on upgrade te:lm 

• Include ono dedtcatod upgrade team member for chango rnan01goment nnd communtcallon 
• Budget for travel. mspecttons. management motonals 

• Atgorously mmuntzo customtzallon (mod•fyn'lg oxtsttng source code or wrtttng now sourco codo) 
Any customozahon must bo formally rovoowod and approved by tho CAS program head 
Lock down roquoromonts on schedule for e:~ch roto:~so unresolved ossuos go to lhe next release 

• Conduct pro ·actJvo market research conltnuously 
Spend -50°/o of research lime wtth small bustnessos (value lcodors, key innovators tn IT) 

SOUACt McKulsey BTO praCIICIJ. U.S. CIO 15 Potnt Plant, OF PP momo dtd 7: 13'2011 , Team nnatysts 

Upgrade team. At any given time, one upgrade is in plann ing. another is under 
construction, and a third is being executed. Therefore, it is important to have a standing 
upgrade team that supervises ongo ing upgrade e iTmts, coordinates with customers and 
suppli ers, enforces a formal process o f approving changes, and is responsible fo r 
communicating change plans within CRS as we ll as with customer bureaus. 

Customer (bureau) integration. Changes to the CRS platform will affect its interaction 
with bureaus' systems; and vice versa. To make these changes complementary, rather 
than a source of constant frustrati on and malfunction , close coordination of upgrades 
between CRS and its customer bureaus is vi tal. Bureau relationship managers wil l be 
responsible for so liciting or generating change requests that renect their bureaus' needs. 
All upgrades taking place within bureaus will be tracked by CRS to maintain 
configuration control and ensure compatibility. Most importantly, opportunities for 
co llaborative upgrades should be prioritized in each new re lease both at CRS and the 
affected bureaus. 
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Change request management. The number of potential impn)\ ements to any system is 
large is relation to the resources available to implement those changes. Therefore. a 
formal process for logging and prioriti;.ing changes is a key feature of many successfu l 
upgrade programs. Knowledgeable personnel from the bureaus. CRS. and the vendor 
will subm it change requests for unmet needs on a rolling basis. These wi ll be logged as 
they arc received and any open change requests wi ll be considered as candidates for the 
next CRS system release. During the planning for the next release. as many changes as 
can be included wi ll be, starting with the highest-priority changes, and including as 
many as can be supported by the approved resource plan. 

Another important feature of rigorous upgrade programs is that al l changes are 
reversib le. This means that changes that are onl y partially successful can be terminated 
or fro/en without further changes or design work . This is a particularly hi gh standard or 
design work and places certain additional requirements on the system archi tecture. such 
as a high degree of configurability. 

Resourcing. I\ ri go rous upgrade program requires a resource plan that includes multi
year procurement aligned with any overarching budget cyc les. Some programs have 
access to a \>\Orking capital fund that reduces funding risks. In either case, the upgrade 
team should have (or have access to) a business financia l manager. For large r upgrade 
programs, there should be a budget for travel, inspections. and management materials as 
well. 

Requirements controls. At the heart of many upgrade programs is the control of system 
requirements. includ ing business and functional requirements as well as system or 
infrastructure requirements. Particularly successful programs rigorously minim iLe 
custom ization, which cons ists of modifying existing source code or wri ting new source 
code. Rather, they leverage commercia lly-ava ilable off-the-shelf so lutions. Again. this 
approach is enabled by careful des ign work and hi ghl y con fi gurable arch itecture. A 
fo rmal process for approving any custom ization should esca late the question to a high 
leve l within the organization. such as the program head. 

Another feature of requirements contro l is keeping to a regular schedu le for certifying 
the capabilities of the next release. It is important that this certification take place on 
schedu le, and any unresolved issues should be rolled to the next release. Keeping to a 
regular schedule maintains discipli ne in both the design and business aspects of system 
development, which in turn help to limit cost and performance risks to the program. 

Market research. One feature that many successful upgrade programs have in common 
is a productive, ongo ing market research e fto rt. Market research should be conducted 
continuously and it should include direct interacti ons with vendors to share information 
on suppliers' latest developments as we ll as the government' s emerging needs. Such 
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discussions arc authorized as pre-acquisition activities under federal procurement 
regulations because they are clearl y in the gove rnment's interests and position the 
government to be a we ll -educated consumer or commercially avai lable solutions. 

Con-; istcnt with both the best practice in the private sector and the government's long
standing procurement policy, at least 50% of market research time should be spent wi th 
small bus inesses. Particularly in the fie ld o f in fonnation systems. small businesses arc 
dri vers of va lue because of their high leve ls of 111novation and responsiveness to 
customer needs. 
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I. Additional topics for FIT consideration 

Over the course of this work. several learn ings surfaced that Fl r will cont inue to think 
about moving forward with respect to CRS and other Treasury initiati ves: 

Policy disincentives - misa ligned incenti ves and nonstandard regulations impede 
centrali /.ation of co llections efforts: 

• Lack of standard regulations across agencies hinders central iLation of trust fund 
receivables 

• Limited policy incentive for agencies to co llect receivables today - i.e .. collections 
do not add to agency top-line appropriations in current fi sca l year 

• Agencies avoid writing off uncollected debt to avoid booking against current 
appropriations 

Agency interface design - two emerging perspectives on approach to designing 
interface to CRS complex: 

• Min imally invasive agency interface to support CRS (i.e., relativel y little burden on 
agencies) and OMS (e.g., using DMS latest "1/\1" interface) to ensure seamless 
connectivity across the CRS/DMS complex 

• Robust interface for agencies that is multi-purpose and can support other in-flight 
initiatives Treasury/FIT are develop ing for agencies (e.g., ··bus" interface design) 

Real trade-oiTs arc in herent in thi s technical decision. Minimal interfaces arc lower 
cost and require less effort, thereby driving agency adoption of CRS. Robust 
interfaces involve higher up-front cost. however, they faci litate age ncy adoption of 
additional Treasury functions in the future. 

Accounting support- opportunity to create even greater va lue for agencies if CRS 
prov ides accounting support in future phases of CRS rollout: 

• ro further allow agencies to focus on their core mission. CRS could ultimately 
perform more accounting support for agencies (e.g .. 224 reporting). 

• May require CRS to partner with existing government shared service provider (e.g .. 
ARC) to provide accounting support, leveraging data in CRS data repository. 

While this could provide more va lue for agencies, it was not described by agencies as a 
"must have." To ensure the CRS pi lot is launched quickly, accounting support should 
not be provided. llowever, it could be included in the broader Deploy phase subject to 
a cost-benefit analysis (e.g., case of implementation, attractiveness to agencies). 
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