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Executive Summary

FY 2017 Budget Overview

The U.S. Office of Personnel Management (OPM) serves as the chief human resources agency and
personnel policy manager for the Federal Government. The mission of the agency is to Recruit, Retain
and Honor a World-Class Workforce to Serve the American People by directing human resources and
employee management services, administering retirement benefits, managing healthcare and insurance
programs, overseeing merit-based and inclusive hiring into the civil service, and providing a secure
employment process.

OPM requests $321,254,000 in discretionary resources for Fiscal Year (FY) 2017. $289,520,000 of this
amount is for OPM activities. This funding will support OPM’s executive leadership, administrative
operations and services to the Federal Government, its employees, retirees, and the American public.
$31,734,000 is for the Office of the Inspector General (OIG). The OIG routinely conducts independent
audits, investigations and assessments on OPM’s programs and activities.

OPM Budget FY 2015 through FY 2017 - Discretionary Resources

OPM Budget Authority FY 2015 Enacted FY 2016 Enacted FY 2017 Request
Discretionary Appropriation $214,464,000 $245,238,000 $289,520,000
Salaries and Expenses Total $96,039,000 $120,688,000 $144,867,000
Salaries & Expenses $96,039,000 $118,188,000 $107,867,000

FIS S&E No-Year $2,500,000
ClO Salaries & Expenses No-Year $37,000,000
Trust Fund Total $118,425,000 $124,550,000 $144,653,000
Trust Fund Annual $118,425,000 $124,550,000 $138,653,000
Trust Fund Limitation - No Year $6,000,000
OIG Discretionary Appropriation $25,724,000 $26,844,000 $31,734,000
OIG Discretionary Appropriation $25,724,000 $26,844,000 $31,734,000
Salaries & Expenses - OIG $4,384,000 $4,365,000 $5,072,000
Trust Fund Annual - OIG $21,340,000 $22,479,000 $26,662,000
OPM Total $240,188,000 $272,082,000 $321,254,000

This request will enable OPM to meet its statutory obligations to establish and oversee policy for the
Executive Branch’s personnel functions, pursue its strategic responsibilities, and provide personnel-
related services pursuant to reimbursable arrangements, and strengthen our delivery of agency-wide
administrative services. Our FY 2017 budget request originates from an agency-wide effort to define and
prioritize resource requirements, and to align these requirements to our FY 2014 — FY 2018 Strategic
Plan.
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The investments in this budget reflect OPM’s considered and deliberative roadmap of where the agency
needs to move, in order to achieve our mission and positive impact for the American people. Areas of
investment include:

e Aggressive investments for information technology infrastructure improvements in our overall
security posture;

e Replacing the Trust Fund Federal Financial System (FFS), which is a decades old system used to
perform financial management and accounting for the Retirement, Health Benefits, and Life
Insurance programs;

e Support newly enacted legislation which requires OPM to reimburse the Social Security
Administration (SSA) for the cost of coordinating the exchange of information to accomplish the
offset from individuals who are entitled to both Social Security disability annuity payments and
FERS disability annuity payments for the same period of time; and

e OPM Innovation Lab’s partnership with the White House’s interagency community of practice on
community solutions (“place-based initiative™) to design a comprehensive curriculum for Federal
employees that provide grants, programs and services to communities across a range of policy
domains including housing, economic development, and transportation infrastructure.

OPM is responsible for operating and maintaining the information technology (IT) systems used to
support the recruitment, hiring, and management of Federal employees, and administration of benefit
programs for Federal employees. It is also responsible for the IT systems that support the background
investigation processes that enable adjudication of suitability or fitness for Federal employment, and to
perform work under a Government contract, to enlist in the armed forces; for eligibility for access to
classified information or to hold a position that is otherwise national security sensitive; and eligibility for
logical or physical access to Federal agency systems or facilities. These systems contain material
protected by the Privacy Act, including Personally Identifiable Information (PII) and Protected Health
Information (PHI) of Federal jobseekers, Federal contractors, Federal employees and their families,
Federal retirees, and their survivors. To manage these systems and the data they contain, OPM
implements its IT security program in accordance with the Federal Information Security Management Act
(FISMA), National Institute of Standards and Technology (NIST) guidance, Office of Management and
Budget (OMB) directives, and NIST’s Security Life Cycle. We manage our systems according to NIST’s
Security Life Cycle.

Since OPM began implementing its IT Strategic Plan, the agency has invested over $67 million dollars to
enhance the security of our current infrastructure by procuring and installing new and modern industry-
recognized security tools to protect our current infrastructure, and to stand up a new infrastructure as a
service environment. This environment, referred to as “Shell” is fully equipped with the hardware,
software and security tools needed to house the combined IT assets of OPM when complete. Those
enhancements include a host of products and services specifically designed to enhance OPM’s overall
security and efficiency of operations. The path forward for this effort is a cooperative venture with OMB,
the Department of Homeland Security (DHS), the Federal Chief Information Officer (FCIO), Department
of Defense (DOD), Department of Justice (DOJ), National Security Agency (NSA), and other agency
partners. Not only were the tools and services vetted, but also the costs associated with this endeavor were
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reviewed and discussed in an attempt to confirm that OPM was getting what it needed at a reasonable
cost.

These tools and other investments have led to an enhanced security posture and have already proven
themselves effective in the cyber defense of OPM’s existing networks and key data repositories. The
funds we are requesting for FY 2017 would enable OPM to continue to make progress in increasing the
cybersecurity posture of its systems and modernizing these systems.

Cybersecurity

OPM’s FY 2016 budget included $21M in discretionary resources to permanently sustain agency network
upgrades and security software maintenance to enhance the strength, reliability and protection of OPM’s
network architecture.

OPM continues to partner closely with DHS’s U.S. Computer Emergency Readiness Team (US-CERT)
and the interagency Incident Response Team (IRT) and is proactively taking steps to enforce and enhance
its network security architecture. OPM is working with DHS to implement Continuous Diagnostics and
Mitigation (CDM) using government-wide Information Security Continuous Monitoring (ISCM) tools to
enhance our ability to rapidly identify and respond to emerging cyber threats. Through this
implementation, we are automating information security capabilities such as software and hardware
inventories, configuration management, and vulnerability assessments. Continuous monitoring will also
reduce the risk and associated costs of data breaches.

Our budget dedicates S&E No-Year funding to operate the newly installed Infrastructure as a Service
(IaaS). This will allow for the phased deployment of state-of-the—art systems, while we continue to
operate OPM’s current systems and legacy infrastructure to meet our mission. The request also reflects
funding needed for a series of investments designed to enhance the secure and efficient delivery of
services to OPM customers by reengineering or replacing outdated systems that will not be able to
transition to and operate in Shell. Systems such as Federal Annuity Claims Expert System (FACES),
Document/Case Control System (DCSS), Annuity Roll Processing System (ARPS) and many others
currently used to process retirement applications and manage retirement payments will need to be
replaced. OPM will replace them with new or reengineered systems in the new Shell infrastructure. This
budget request will enable OPM to:

e  Operate dual network environments as OPM aggressively migrates from its existing legacy

infrastructure to the modern, secure Shell infrastructure designed and built in FY 2015 and

deployed in FY 2016. This dual environment must be maintained over a period of four years to

allow time to replace or reengineer OPM’s existing systems without a lapse in service and to
allow for dual processing to enable data and functionality to be transitioned properly. These funds
will facilitate the timely and accurate processing during this technology overhaul of the data
presented in the many retirement applications OPM receives each year, its voluminous
background investigations, and regular agency data transmissions concerning personnel actions.
Savings will accrue to OPM once fully migrated to Shell;
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e Applications and the continuation of the phased transitioning of those applications to the Shell
infrastructure begun in FY 2016. Some newer applications in the distributed environment not

requiring major reengineering efforts will transition and require resources for testing, training,
and deployment.

o The planning for the phased replacement or reengineering of OPM legacy systems currently
residing on OPM’s mainframe and migration to Shell. These custom-coded systems were written
in outdated languages and some are old, making them difficult to secure and costly to maintain.

Details of Cybersecurity Costs for FY 2017

Description

Mostly re-engineering of existing systems such as USAJobs and,
Distributed applications (non- USAStaffing, etc. that do not require extensive work to transition
mainframe) thru 2019 to the new Shell environment $10,054,514

Total FY 2017 Migration Costs | $10,054,514

Hardware, software, FTEs and contract services associated with
Shell infrastructure maintaining Shell and supporting system transitions. $13,286,084

Resources to stand up quality assurance division and enterprise

Quality Assurance PMO for release management $2,654,025
Enterprise Architecture (EA) and Resources to continue management of OPM's EA using Troux and
Governance performing Control gate reviews for all investments $1,497,622

Total FY 2017 Dual Environment

Operations Costs $17,437,731

Includes software costs for existing legacy NM, FTEs, mobile device
Legacy Network Management costs | management, annual laptop refreshes $9,507,755

Total FY 2017 Request

| | $37,000,000
Note 1: All transitions will require data migration, interfaces and change management

Note 2: Modernize = re-engineer or replace

Growth and Initiatives

National Background Investigations Bureau. On January 22, 2016, the Administration announced that
it will establish a new government-wide service provider for background investigations, the National
Background Investigations Bureau (NBIB), which will be housed within OPM. As part of this effort,
NBIB will absorb much of the Federal Investigative Service (FIS); however, primary responsibility for
the security of background investigation data will be transferring to the Department of Defense. OPM
anticipates beginning transition of FIS work to NBIB (using Revolving Funds) during the remainder of
FY 2016. Therefore, for purposes of this budget, language identifying FIS as a Revolving Fund activity
and information pertaining to FIS is intended to apply not only to FIS in its current form, but also to any
transition efforts from FIS to NBIB, and potentially the operation of NBIB, in FY 2017. The recent
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decision to establish the NBIB and the potential transition costs related to this decision are not reflected in
this budget request. The President’s budget does include $95 million in additional resources for DOD to
support the development.

Social Security Administration. In November 2016, Section 841 of the Bipartisan Budget Act of 2015,
added a new section to Title XI of the Social Security Act which requires OPM to reimburse the Social
Security Administration (SSA) for the cost of coordinating the exchange of information to accomplish the
offset from individuals who are entitled to both Social Security disability annuity payments and FERS
disability annuity payments for the same period of time. Due to this newly enacted legislation, OPM’s
budget provides the additional funding required to cover the estimated cost to implement this procedure.

Trust Fund Federal Financial System. Additionally, the Trust Fund Federal Financial System (FFS) is
a 30 year old system used to perform financial management and accounting for the Retirement, Health
Benefits, and Life Insurance Programs. These Trust Funds have combined assets of over $975 billion. The
existing system is no longer supported by the manufacturer, cannot be migrated to OPM’s Infrastructure
as a Service platform, and is not integrated with OPM’s core financial system. This budget request
includes funds to provide resources to move to a modern financial management arrangement.

Identity Theft Protection. OPM is also committed to implementing the provisions of Section 632 of P.L.
114-113 enacted by Congress in the FY 2016 budget that provides identity theft protection to affected
individuals for 10 years.

FY 2017 Budget Request by Fund

OPM estimates that its total operating budget in FY 2017 will be $2,132,257,016. OPM is funded by a
variety of sources. Our largest source is the Revolving Fund which is comprised of fees provided by
agencies for services we provide. These services include background investigations, human resources
services and related tools and technologies such as USAJOBS. Next largest are out transfers from
OPM’s earned benefits Trust Funds for administrative activities. OPM’s discretionary request consists
of two appropriations, one for OPM’s general activities, and the other for OPM’s Office of the
Inspector General. Both contain salaries and expenses and limitations on transfers from the Earned
Benefit Trust Funds under OPM management. OPM’s total FY 2017 discretionary request is
$289,520,000.

OPM also manages the mandatory appropriations that provide for the transfer of resources from
Treasury’s general fund to the earned benefit Trust Funds for benefits for Federal employees and
annuitants. The Trust Funds and the associated mandatory appropriations are discussed in more detail
in the Earned Benefit Trust Funds section of this budget. The sections that follow describe each fund.

Salaries and Expenses

OPM requests $144,867,000 in S&E funds for personnel and non-personnel resources. S&E funds will
support the agency’s various program offices as they continue to implement OPM’s strategic plan, and
perform OPM’s traditional statutory roles, including providing direction and oversight to other Federal
agencies. Of this amount, $391,442 will be used to continually strengthen the capacity and capability of
OPM’s acquisitions workforce.
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Trust Fund Transfers

For the administration of the civil service retirement and insurance programs, OPM requests
$144,653,000 in discretionary transfers from the Trust Funds. OPM is responsible for managing the
Federal Government’s health benefits and life insurance programs under the Federal Employees Health
Benefits Program (FEHBP) and the Federal Employees Group Life Insurance (FEGLI) Program. In
addition, OPM administers the Civil Service Retirement System (CSRS) and Federal Employees
Retirement System (FERS) which are financed from the Civil Service Retirement & Disability Fund
(CSRDF). The administrative Trust Fund transfers partially fund Retirement Services (RS), Healthcare
and Insurance (HI), Planning and Policy Analysis (PPA), Office of the Chief Information Officer
(CIO), and Office of the Chief Financial Officer (CFO) operations.

These transfers are described as Trust Fund Annual in this request and come from the following Trust
Funds subject to Congressional limitation:

e Civil Service Retirement and Disability Fund;

e Federal Employees Health Benefits Fund; and

e Federal Employees Group Life Insurance Fund.

Mandatory Administrative Authorities

Several provisions under Title 5 of the United States Code (USC) and the Federal Erroneous
Retirement Coverage Correction Act (FERCCA) authorize OPM to administer specific retirement
program and insurance activities, and to transfer funds for the administrative cost of these activities
from the Trust Funds. These authorities provide additional administrative transfers from the Trust
Funds. Per 5 U.S.C. §8348 (a)(1)(B), OPM incurs expenses from CSRDF for the following activities:

e administering survivor annuities and elections (§8339 and §8341) and other annuity alternatives
(§8343a and §8420a);

e making discretionary allotments and assignments and withholding State income taxes on monthly
annuities (§8345(k) or §8469) upon annuitant request; and

o withholding taxes pursuant to section 3405 of title 26 or section 8345(k) or 8469 of this title.

Within the CSRDF, OPM may also incur expenses as deemed appropriate for the administration of
FERCCA (P.L. 106-265, title 11, §2302). OPM may incur expenses to administer the Federal Long-
Term Care Insurance Program (FLTCIP) from the Employees’ Life Insurance Fund (Id. at title I,
§1002(a), codified at 5 U.S.C. §9004(f)(B)). Within the FEHBP, OPM may defray reasonable expenses
to administer the Federal Employees Dental and Vision Insurance Program (FEDVIP) (5 U.S.C. §8958
(H(2)(A) and §8988 (f)(2)(A)). Resources used to administer the FLTCIP and FEDVIP are reimbursed
to the funds by the participating insurance carriers.

Revolving Fund

OPM requests authority to incur $1,738,228,457 in obligations in FY 2017 in our Revolving Fund,
representing approximately a two percent decrease (or $31,281,728) from the revised amounts in our
FY 2016 Congressional Budget Justification (CBJ). Our Revolving Fund allows us to extend critical
Human Resources (HR) services to other Federal agencies via several well established programs.
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Federal agencies pay OPM based on customer transactions, orders, and fixed fees. Broadly classified
into three groups (Federal Investigative Services (FIS), Human Resources Solutions (HRS), and
Enterprise Human Resources Integration (EHRI)), these activities are performed by Federal staff and
contractors qualified for the service throughout several OPM organizations.

Last year, in light of increasing cybersecurity threats, the Administration initiated a 90-Day Suitability
and Security review to re-examine reforms to the Federal background investigations process, assess
additional enhancements to further secure information networks and systems, and determine
improvements that could be made to the way the Government conducts background investigations for
suitability, security and credentialing.

Following the review, the administration announced a series of actions to modernize and strengthen the
way the Federal Government conducts background investigations for Federal employees, members of
the Armed services, and contractors, and protects sensitive data. These changes include the
establishment of the National Background Investigations Bureau (NBIB), which will absorb much of
the OPM’s existing Federal Investigative Services (FIS), and be headquartered in Washington, D.C.
This new government-wide service provider for background investigations will be housed within the
OPM. Its mission will be to provide effective, efficient, and secure background investigations for the
Federal Government. Unlike the previous structure, DOD will assume the responsibility for the design,
development, security, and operation of the background investigations IT systems for the NBIB. To
support this work, the President’s budget will include $95 million in additional resources that will be
dedicated to DOD’s development of these IT capabilities. These funds shall supplement, not supplant,
any other amounts made available to other Federal agencies for such purposes.

FIS performs background investigations for Federal agencies on a fee-for-service basis. The
investigations vary depending upon the underlying adjudication that they are intended to support.
Agencies also have the option, in some cases, to ask for additional investigations. FIS is comprised of
six subcomponents: Operations, Management Services, Technical Services, External Affairs, Quality,
and Office of the Associate Director. In FY 2017, FIS will continue to make investments to complete
background investigations in a timely and efficient manner. HRS is comprised of five program areas
operating under two major reimbursable offerings (Government provided and third-party contractor).
These program areas include: the Center for Leadership Development, the Federal Staffing Center, HR
Strategy and Evaluation Services, the Training and Management Assistance program, and the
Administrative Law Judges Program (ALJP). A variety of support services are provided to each
practice area through the Center for Management Services and the Resource Management Office.

HRS is a reimbursable organization offering a complete range of tailored and standardized human
resources products and services designed to meet the unique and dynamic needs of the Federal
Government. As such, HRS provides customer agencies with innovative, high quality Government-to-
Government solutions to help them develop leaders, attract and build a high quality public sector
workforce, and achieve long-lasting results. Investments for FY 2017 include the enhancement and
integration of USAHire, USASurvey, and USAPerformance into the USA Suite of Services, and
expanded connectivity with USAStaffing and other OPM HR systems.
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The OPM IG Act (P.L. 113-80), enacted in February 2014, extends permitted uses of the Revolving
Fund to include financing the cost of audits, investigations, and oversight activities of OPM’s Inspector
General (IG). The Act limits the amount of Revolving Fund resources available to the IG each year to
0.33 percent of the total budgetary authority estimated for the Revolving Fund. This Act expands the
ability of the Inspector General (IG) to effectively oversee activities financed by OPM’s Revolving
Funds. The IG currently anticipates utilizing $3,770,000 of Revolving Fund authority in FY 2017.
Details on this activity are discussed in the Office of the Inspector General section of this document.

OPM Budget FY 2015 through FY 2017—All Resources

OPM Budget Authority FY 2015 Enacted FY 2016 Enacted FY 2017 Request
Discretionary Appropriation $214,464,000 $245,238,000 $289,520,000
Salaries and Expenses Total $96,039,000 $120,688,000 $144,867,000
Salames & SEIsE $96,039,000 $118,188,000 $107,867,000
FIS S&E No-Year $2,500,000
ClO Salaries & Expenses No-Year $37,000,000
Trust Fund Total $118,425,000 $124,550,000 $144,653,000
UITEEE Ve At $118,425,000 $124,550,000 $138,653,000
Trust Fund Limitation - No Year $6,000,000
Mandatory Administrative Authorities $71,588,002 $70,002,240 $64,674,559
Mandatory Authority Total $71,588,002 $70,002,240 $64,674,559
2 UBE e [ e e men) $50,382,000 $49,884,368 $53,261,360
5 USC 8958(f)(2)(A) & 5 USC 8988(f)(2)(A) (Dental &
Vision Ins.) $17,049,001 $15,889,668 $6,892,523
5 USC 9004(f)(B) (Long-Term Care) $2,048,001 $2,041,172 $2,160,406
FERCCA (P.L. 106-265) (Retirement) $2,109,000 $2,187,032 $2,360,270
Revolving Fund $1,612,587,838 $1,769,510,184 $1,738,228,457
Advances & Reimbursements $2,831,380 $1,100,000 $8,100,000
OIG Discretionary Appropriation $25,724,000 $26,844,000 $31,734,000
OIG Discretionary Total $25,724,000 $26,844,000 $31,734,000
Sl & St - Ol $4,384,000 $4,365,000 $5,072,000
st P i) O $21,340,000 $22,479,000 $26,662,000
OPM Total $1,927,195,220 $2,112,694,424 $2,132,257,016
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Revolving Funds — Revenue and Obligations

Business Line

FY 2016 CBJ

FY 2016 Revised

FY 2017

Increase

Investigative Services

Human Resources Solutions

HR Tools and Technology

USAJOBS

Presidential Management

Fellows (PMF)

Enterprise Human Resource

Integration

HR Line of Business

Revenue
Obligations
Revenue
Obligations
Revenue
Obligations
Revenue

Obligations
Revenue
Obligations
Revenue

Obligations
Revenue
Obligations

Revenue

Obligations*

$1,136,000,000
$1,129,789,824
$385,261,826
$386,028,914
$34,420,000
$35,525,926
$12,318,046
$12,893,655

$2,695,000
$2,703,217
$37,673,732

$37,736,420
$3,000,000
$3,000,000
$1,611,368,604
$1,607,677,956

Estimate
$1,401,375,261
$1,401,393,273

$248,035,714
$278,960,910
$39,320,000
$38,739,205
$12,959,912
$14,414,658

S0
S0
$32,102,686

$32,102,688
$3,000,000
$3,000,000
$1,736,793,573
$1,768,610,734

Estimate
$1,451,183,080
$1,451,183,080

$228,775,909
$194,797,495
$38,000,000
$40,821,931
$13,413,507
$13,903,509

S0
S0
$34,522,441

$34,522,441
$3,000,000
$3,000,000
$1,768,894,937
$1,738,228,456

Decrease
$49,807,819
$49,789,807

(519,259,805)
(584,163,415)
(51,320,000)
$2,082,726
$453,595
(5511,149)

S0
S0
$2,419,755

$2,419,753
S0

S0
$32,101,364

*Obligations exceed revenue in some instances because business lines use unobligated balances from prior years
(i.e. carryover)
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In FY 2017, OPM expects funding will support 6,191.7 full-time-equivalent (FTEs) employees. Of this
total, the discretionary appropriations and Mandatory Trust Fund transfers will support 2,240.7 FTE (the
sum of Salaries and Expenses Total, Trust Fund Annual Total, and Mandatory Authority Total). These
employees administer OPM’s HR policy, Retirement & insurance programs, and execute OPM’s day-to-
day operations. Other funding sources (Revolving Fund, Advances and Reimbursements, and OIG’s
discretionary appropriations) cover the agency’s remaining allocation of 3,951 FTEs.

FY 2016 & FY 2017 Comparison of FTE —All Resources

OPM Budget Authority

FY 2015 Enacted FY 2016 Enacted FY 2017 Request

Salaries and Expenses Total 843.2 943.3 969.5
Salaries & Expenses 843.2 943.3 969.5
FIS S&E No-Year 0.0
ClO Salaries & Expenses No-Year 0.0

Trust Fund Total 858.3 798.1 870.8
Trust Fund Annual 858.3 798.1 870.8
Trust Fund Limitation - No Year 0.0

Mandatory Authority Total 322.0 402.2 400.4
5 USC 8348(a)(1)(B) (Retirement) 298.7 382.5 380.3
5 USC 8958(f)(2)(A) & 5 USC 8988(f)(2)(A) (Dental & 7.0 3.2 3.8

Vision Ins.)

5 USC 9004(f)(B) (Long-Term Care) 4.3 4.5 4.3
FERCCA (P.L. 106-265) (Retirement) 12.0 12.0 12.0

Revolving Fund 3,275.7 3,691.5 3,786.8
Revolving Fund 3,275.7 3,691.5 3,786.8

Advances & Reimbursements 4.8 4.4 5.2
Advances & Reimbursements 4.3 4.4 5.2

OIG Discretionary Total 145.0 145.0 159.0
Salaries & Expenses - OIG 19.0 19.0 21.0
Trust Fund Annual - OIG 126.0 126.0 138.0

OPM Total 5,449.0 5,984.5 6,191.7

FY 2017 OPM Congressional Budget Justification Page 10



FY 2017 Budget Request by Object Class

The discretionary appropriation budget object class table shows how OPM intends to utilize our
resources. The OIG is on a separate appropriation and is not included in this table.

OPM’s budget request is $44 million higher than the FY 2016 Enacted. This is largely due to a $37M
investment in IT Modernization and an additional $6 million to support newly enacted legislation which
requires OPM and the Social Security Administration (SSA) to enter into an agreement for exchange of
necessary information to accomplish the offset from individuals who are entitled to both Social Security
disability annuity payments and FERS disability annuity under 5 U.S.C. § 8452(a). Personnel
compensation and benefits costs increase by $14 million reflecting an increase of 98.9 FTE predominately
in RS, HI, and CIO organizations. This is offset by decreases in other services and equipment reflecting
the removal of one-time investments and contracts in FY 2016.

Discretionary Appropriation Budget by Object Class

FY 2016 FY 2017
Object Class Enacted Request Increase/Decrease

Personnel compensation $114,226,293 $124,560,077 $10,333,784

Personnel benefits $35,200,466 $39,033,343 $3,832,877
Travel and transportation of persons $959,119 $914,596 ($44,523)
Transportation of things $45,297 $43,199 ($2,098)
Communications, utilities, and rent $25,049,612 $25,199,071 $149,459
Printing and reproduction $939,654 $863,766 ($75,888)
Other services $60,596,197 $84,712,515 $24,116,318
Supplies and materials $672,190 $495,617 ($176,573)
Equipment $7,549,172 $13,697,816 $6,148,644

$245,238,000 $289,520,000 $44,282,000

1,741.4 1,840.3 98.9
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The table below shows a comparison by object class of the expected utilization of OPM’s S&E fund from
enacted FY 2016 to our FY 2017 request. In FY 2017, expenses for personnel are expected to increase by
$9.6 million due to the following:

e staff increases in HI and CIO offices to support the President’s Management Agenda (PMA);
e the distribution of common services financed FTE;

e benefits costs related to the proposed general schedule increase; and

e normal cost increase of retirement benefits.

Compared to FY 2016, the budget for non-personnel costs will be increased by approximately $24
million, which is a reflection of the IT Modernization costs.

Salaries and Expenses Budget by Object Class

FY 2016 FY 2017
Object Class Enacted Request Increase/Decrease

Personnel compensation $51,857,054 $58,571,264 $6,714,210

Personnel benefits $16,273,324 $19,159,707 $2,886,383
Travel and transportation of persons $742,551 $682,295 ($60,256)
Transportation of things $7,802 $3,573 ($4,229)
Communications, utilities, and rent $8,300,112 $9,660,223 $1,360,111
Printing and reproduction $196,683 $239,761 $43,078
Other services $36,385,344 $43,140,054 $6,754,710
Supplies and materials $307,528 $319,309 $11,781
Equipment $6,617,602 $13,090,814 $6,473,212

$120,688,000 $144,867,000 $24,179,000

943.3 969.5 26.2

The table that follows shows a comparison by object class of the expected utilization of OPM’s
Limitation on Trust Fund Transfers from FY 2016 to our FY 2017 request. The increase of $4.6 million in
the personnel compensation estimate is primarily to finance staff growth administering earned benefit
programs in RS and HI, and the cost of existing personnel in FY 2017. In addition, RS’s call handling rate
averages 72 percent, falling short of the 95-97 percent industry standard; therefore, in order to improve
the agency’s service level and answer retiree concerns with an average speed of less than four minutes,
additional funds are being requested. These additional resources will increase the average speed of answer
from 16 minutes to 10 minutes. Furthermore, the additional funds will support additional staff required
due to an increase in emails received. During 2010-2011, OPM experienced a 30 percent increase in e-
mail volume accounting for more than 280,000 e-mails received annually. The additional staff will reduce
the average processing time from 45 to 60 days down to 25 days.
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Trust Fund Limitations — Budget by Object Class

FY 2016 FY 2017
Object Class Enacted Request Increase/Decrease

Personnel compensation $62,369,239 $65,988,813 $3,619,574
Personnel benefits $18,927,142 $19,873,636 $946,494
Travel and transportation of persons $216,568 $232,301 $15,733
Transportation of things $37,495 $39,626 $2,131
Communications, utilities, and rent $16,749,500 $15,538,848 ($1,210,652)
Printing and reproduction $742,971 $624,005 ($118,966)
Other services $24,210,853 $41,572,461 $17,361,608
Supplies and materials $364,662 $176,308 ($188,354)
Equipment $931,570 $607,002 $324,568

$124,550,000 $144,653,000 $20,103,000

798.1 870.8 72.7

FY 2017 Budget Request by Organization

OPM’s organizations engage in activities and execute strategies to accomplish programs and achieve
outcomes for our stakeholders. For a detailed description of OPM’s organizations, refer to the
Organizational Framework section of this document. OPM organizations that have external customers
include ES, RS, MSAC, FIS, HRS, PPA, HI, and ODI. The associated organizational elements and
activities within them have been directly aligned to the OPM’s strategic goals and corresponding
strategies where appropriate.

OPM’s executive and administrative offices support all agency functions, including those financed with
Revolving Fund receipts or through mandatory administrative transfers from the earned benefits Trust
Funds. The table below displays the total cost of those executive and administrative activities. A portion
of the cost of operating these offices is also charged to those non-appropriated resources. The non-
appropriated contributions to Common Services are shown as a negative value on the table below to tie
the OPM total to our discretionary request. Also note that this table is exclusive of OIG.

The following table includes resources for the Chief Human Capital Officers Council (CHCO), which is
chaired by OPM. The council is financed by contributions from other Federal agencies. It also shows the
total of operating resources that OPM plans to use in FY 2017. This includes:

e Advances and Reimbursements from other agencies for services performed on behalf of those
agencies or to finance shared commitments such as the CHCO; and

e Common Services, which is an internal fund comprised of contributions from all of OPM’s
funding sources to finance the administrative and leadership functions within the agency.
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OPM Budget FY 2016 & FY 2017 by Organization and Fund—Discretionary Resources

FY 2016 Enacted OPM Total FY 2017 Request OPM Total
Salaries & Trust Fund Common Salaries & Trust Fund Common
Organization Expenses Annual Services Expenses Annual Services
Chief Information Officer $31,398,332 $9,118,000 $36,712,360 $77,228,692 $55,052,965 $9,190,642 $47,312,136 $111,555,743
Congressional, Legislative and
Intergovernmental Affairs $2,383,000 $2,383,000 $2,296,206 $2,296,206
Employee Services $33,276,444 $8,479,158 $41,755,602 $32,808,757 $7,635,801 $40,444,558
Equal Employment Opportunity $902,000 $902,000 $821,456 $821,456
Facilities, Security & Contracting $615,500 $10,977,000 $11,592,500
Facilities, Security & Emergency
Management $9,395,432 $9,395,432
Federal Investigative Services $2,000,000 $2,000,000
Federal Prevailing Rate Advisory
Committee $219,000 $219,000 $212,211 $212,211
Healthcare & Insurance $12,491,569 $12,810,110 $25,301,679 $12,609,872 $14,752,883 $27,362,755
Merit System Accountability &
Compliance $13,431,252 $1,347,000 $14,778,252 $13,470,325 $1,346,776 $14,817,101
Office of Communications $2,290,000 $2,290,000 $2,628,389 $2,628,389
Office of Diversity and Inclusion $1,975,310 $1,975,310 $1,947,613 $1,947,613
Office of Procurement
Operations $391,442 $3,753,291 $4,144,733
Office of Small and Disadvantaged Business
Utilization $383,870 $383,870
Office of the Chief Financial
Officer $636,860 $9,518,400 $21,992,000 $32,147,260 $650,000 $19,245,244 $24,377,527 $44,272,771
Office of the Director $3,159,000 $3,159,000 $500,000 $3,513,971 $4,013,971
Office of the Executive
Secretariat $1,565,000 $1,565,000 $1,564,871 $1,564,871
Office of the General Counsel $6,005,000 $6,005,000 $7,193,759 $7,193,759
Planning and Policy Analysis $9,244,435 $11,973,153 $21,217,588 $8,546,694 $10,397,128 $18,943,822
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FY 2016 Enacted OPM Total FY 2017 Request OPM Total

Salaries & Trust Fund Common Salaries & Trust Fund Common
Organization Expenses Annual Services Expenses Annual Services
Rent/Centrally Funded Items $8,629,298  $13,773,337 $378,000 $22,780,635 $8,414,924 $13,709,473 $22,124,397
Retirement Services $57,202,000 $57,202,000 $64,708,438 $64,708,438
White House Fellows $772,000 $772,000 $860,761 $860,761
OPM Sub Total $114,690,000 $114,395,000 $96,189,518 $325,274,518 $135,465,564 $132,003,808 $112,223,485 $379,692,857
Appropriated Contribution to
Common Services $5,998,000 $10,155,000 $9,401,436 $12,649,192
Non-Appropriated Contribution
to Common Services ($80,036,518) ($90,172,857)

$120,688,000 $124,550,000 $96,189,518 $245,238,000 $144,867,000 $144,653,000 $112,223,485 $289,520,000

The Facilities, Security and Contracting Office (FSC) was reorganized at the end of FY 2015. The reorganization created three distinct program offices: Facilities, Security &
Emergency Management (FSEM), Office of Procurement Operations (OPO), and the Office of Small and Disadvantaged Business Utilization (OSDBU).
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FY 2017 Budget Request by Strategic Goals

OPM’s Strategic Plan contains five key goals that are focused on improving internal OPM systems and
processes that enable the agency to provide more efficient and effective services to our customers. OPM’s
strategic plan also contains five goals that are focused on OPM’s external responsibilities as the lead
agency for HR policy, HR products and services, benefits policy and administration, and background
investigation services. As required by the Government Performance and Results Modernization Act of
2010 (P.L. 111-352), our budget request maps to our FY 2014 — 2018 Strategic Plan.

OPM’s FY 2017 Performance budget reflects how the agency will fulfill its mission to Recruit, Retain,
and Honor a World-Class Workforce to Serve the American People. The agency’s long-term vision is to
make the Federal Government America’s model employer for the 21% Century. In order to make this
vision a reality, OPM made a significant adjustment to its Strategic Plan for 2017. The creation of a fifth
outcome goal (Goal 10 of the agency’s Strategic Plan) reflects OPM’s dedication to superior HR
policymaking, as well as the development and proliferation of efficient and effective human capital
products and services throughout the Federal Government.

The budget by Strategy section of this document describes each strategic goal and the resources budgeted
for each strategy in FY 2017. The following table displays OPM’s planned resource allocation against
each strategic goal, excluding Revolving Fund program activities.

OPM Budget FY 2017 by Strategic Goal—Discretionary Resources

STRATEGIC_GOAL Dollars FTE
Diverse and Effective OPM Workforce $12,031,599 56.5
Timely, Accurate, and Responsive Customer Service $1,370,011 9.9
Evidence-Based Policy and Practices $1,491,588 9.1
Efficient and Effective Information Systems $92,265,635 244.3
Transparent and Responsive Budgets $6,765,706 42.4
Engaged Federal Workforce $3,235,483 20.7
Improved Retirement Services $63,861,458 651.3
Enhanced Federal Workforce Integrity $265,182 1.7
Healthier Americans $32,474,900 217.8
Increase the Efficiency and Effectiveness of Human Capital Management Across the Federal $19,376,852 130.0
Government

Additional Government-wide Mandated or Compliance Function Supported by OPM $35,485,708 189.3
Enabling Structural Capacity Functions of OPM $74,068,735 267.3
OPM Subtotal $342,692,857 1,840
Non- Appropriated Contribution to Common Services ($90,172,857)

OPM Total $252,520,000 1,840
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Major Management Challenges,
Priorities and Risks

Annually, OPM’s Office of the Inspector General (OIG) identifies the top management challenges facing
the Agency. These challenges do not necessarily indicate deficiencies in performance; rather they include
risks and areas that require monitoring and heightened focus. The OIG divided the challenges into two
key types: environmental challenges that result mainly from factors external to OPM and internal
challenges that are critical to OPM’s mission over which OPM has more control, and likely a shorter
term.

OIG’s management challenges are detailed in OPM’s FY 2015 Agency Financial Report at
https://www.opm.gov/about-us/budget-performance/performance/2015-agency-financial-report.pdf. The
table that follows lists the top management challenges and agency’s response to them as required by
Division E of the Financial Services and General Government Appropriations Act, 2016. During FY
2015, OPM made significant strides in addressing the management challenges identified by the OIG. In
fact, most challenges are incorporated into the strategic action plans for strategies in the agency’s
Strategic Plan. To that end, the FY 2017 budget request supports implementation of the identified actions.

Type OIG Management Challenge Action -Budget Reference

Environmental | Strategic Human Capital v Improved federal recruitment and hiring process to
identify and close skill gaps - Strategy 10.2
v" Implemented Phased Retirement — Strategy 7.01

Federal Health Insurance v Acquired health claims data for program-wide claims

Initiatives analysis in the Health Claims Data Warehouse (HCDW) —
Strategies 4.04, 9.01, 9.02

v" Continued to evaluate the relative costs and benefits of
direct contracting for Pharmacy Benefit Managers
services - Strategy 9.02.

v Provided medical loss ratio implementation and
oversight - Strategy 9.01

v Health Benefit Carriers’ Fraud and Abuse Programs
Strategy 9.02

v Extended Affordable Care Act issuers and enrollment
options — Strategy 9.01, 9.03

Internal Information Security v’ Established new governance structure - Strategy 4.02
Governance
Security Assessment and v Updated continuous monitoring policy and maintain
Authorization active authorizations for all information systems —
Strategy 4.02
Data Security v" Implemented two-factor authentication and continue to

strengthen cyber defenses. — Strategy 4.03
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Type

OIG Management Challenge

Action -Budget Reference

Information Technology
Infrastructure Improvement
Project

v" OPM faces hurdles in completing the overhaul and
migration of the network infrastructure; however, work
continues to modernize the IT environment — Strategy
4.03

Stopping the Flow of Improper
Payments

v’ Continue efforts to stop improper payments - Strategy
4.03, 7.03, OIG enforcement

Retirement Claims Processing

v" Implemented RS strategic plan and make internal and
external process improvements to provide timely
accurate processing of retirement claims.

Procurement Process for
Benefit Program

v" Implemented organizational and process changes to
OPM’s procurement function — Strategy 9.02

Procurement Process Oversight

v" Implemented organizational and process changes to
OPM’s procurement function — Enabling Structural
Capacity Functions of OPM

FY 2017 OPM Congressional Budget Justification Page - 18




Appropriations Language

Salaries & Expenses (Including Transfer of Trust Funds)

For necessary expenses to carry out functions of the Office of Personnel Management (OPM) pursuant to
Reorganization Plan Numbered 2 of 1978 and the Civil Service Reform Act of 1978, including services as
authorized by 5 U.S.C. 3109; medical examinations performed for veterans by private physicians on a fee
basis; rental of conference rooms in the District of Columbia and elsewhere; hire of passenger motor
vehicles; not to exceed $2,500 for official reception and representation expenses; advances for
reimbursements to applicable funds of OPM and the Federal Bureau of Investigation for expenses
incurred under Executive Order No. 10422 of January 9, 1953, as amended; and payment of per diem
and/or subsistence allowances to employees where Voting Rights Act activities require an employee to
remain overnight at his or her post of duty, $144,867,000, of which $37,000,000 shall remain available
until expended for information technology infrastructure modernization, and of which $391,000 may be
for strengthening the capacity and capabilities of the acquisition workforce (as defined by the Office of
Federal Procurement Policy Act, as amended (41 U.S.C. 4001 et seq.)), including the recruitment, hiring,
training, and retention of such workforce and information technology in support of acquisition workforce
effectiveness or for management solutions to improve acquisition management; and in addition
$144,653,000 for administrative expenses, to be transferred from the appropriate Trust Funds of OPM
without regard to other statutes, including direct procurement of printed materials, for the retirement and
insurance programs, of which $6,000,000 shall remain available until expended for coordination of
Federal Employees' Retirement System disability benefits with the Social Security Administration in
carrying out section 1127A of the Social Security Act: Provided, That the provisions of this appropriation
shall not affect the authority to use applicable Trust Funds as provided by sections 8348(a)(1)(B),
8958(1)(2)(A), 8988()(2)(A), and 9004(f)(2)(A) of title 5, United States Code: Provided further, That no
part of this appropriation shall be available for salaries and expenses of the Legal Examining Unit of
OPM established pursuant to Executive Order No. 9358 of July 1, 1943, or any successor unit of like
purpose: Provided further, That the President's Commission on White House Fellows, established by
Executive Order No. 11183 of October 3, 1964, may, during fiscal year 2017, accept donations of money,
property, and personal services: Provided further, That such donations, including those from prior years,
may be used for the development of publicity materials to provide information about the White House
Fellows, except that no such donations shall be accepted for travel or reimbursement of travel expenses,
or for the salaries of employees of such Commission.

(Financial Services and General Government Appropriations Act, 2016.)

OIG Salaries & Expenses (Including Transfer of Trust Funds)

For necessary expenses of the Office of Inspector General in carrying out the provisions of the Inspector
General Act of 1978, including services as authorized by 5 U.S.C. 3109, hire of passenger motor vehicles,
$5,072,000, and in addition, not to exceed $26,662,000 for administrative expenses to audit, investigate,
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and provide other oversight of the Office of Personnel Management's retirement and insurance programs,
to be transferred from the appropriate Trust Funds of the Office of Personnel Management, as determined
by the Inspector General: Provided, That the Inspector General is authorized to rent conference rooms in

the District of Columbia and elsewhere.

(Financial Services and General Government Appropriations Act, 2016.)

General Provisions of Specific Interest to OPM

TITLE VI GENERAL PROVISIONS—THIS ACT (Financial Services and General Government
Appropriations Act, 2016.)

SEC. 619. (a) There are appropriated for the following activities
the amounts required under current law:

(1) Compensation of the President (3 U.S.C. 102).

(2) Payments to—

(A) the Judicial Officers’ Retirement Fund (28 U.S.C.377(0));
(B) the Judicial Survivors’ Annuities Fund (28 U.S.C.376(c)); and

(C) the United States Court of Federal Claims Judges’ Retirement Fund (28 U.S.C.
178(1)).

(3) Payment of Government contributions—

(A) with respect to the health benefits of retired employees, as authorized by chapter 89
of title 5, United States Code, and the Retired Federal Employees Health Benefits Act (74
Stat. 849); and

(B) with respect to the life insurance benefits for employees retiring after December 31,
1989 (5 U.S.C. ch.87).

(4) Payment to finance the unfunded liability of new and increased annuity benefits under the
Civil Service Retirement and Disability Fund (5 U.S.C. 8348).

(5) Payment of annuities authorized to be paid from the Civil Service Retirement and Disability
Fund by statutory provisions other than subchapter III of chapter 83 or chapter 84 of title 5,
United States Code.

(b) Nothing in this section may be construed to exempt any amount appropriated by this section from any
otherwise applicable limitation on the use of funds contained in this Act.

TITLE VII GENERAL PROVISIONS—GOVERNMENT-WIDE (Financial Services and General
Government Appropriations Act, 2016.)

SEC. 734. During fiscal year 2017, for each employee who—
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(1) retires under section 8336(d)(2) or 8414(b)(1)(B) of title 5, United States Code; or

(2) retires under any other provision of subchapter III of chapter 83 or chapter 84 of such title 5 and
receives a payment as an incentive to separate, the separating agency shall remit to the Civil Service
Retirement and Disability Fund an amount equal to the Office of Personnel Management’s average unit
cost of processing a retirement claim for the preceding fiscal year. Such amounts shall be available until
expended to the Office of Personnel Management and shall be deemed to be an administrative expense
under section 8348(a)(1)(B) of title 5, United States Code.
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Agency Priority Goals

Agency Priority Goals (APGs) advance progress towards longer-term outcomes. APGs are near-term
results or achievements that leadership wants to accomplish within approximately 24 months. These goals
rely predominately on agency implementation as opposed to budget or legislative accomplishments.

The agency’s five priority goals for FY 2016-2017 are:

Background Investigations Case Processing Timeliness and Quality
Retirement Services Case Processing

FEHB Plan Performance

Human Resource Workforce Capability

MY e

Cybersecurity Monitoring

These goals are areas where OPM wants to achieve near-term performance acceleration through focused
senior leadership attention. This section includes the goal statements. The goal action plans will be
published on Performance.gov in February 2016, concurrent with the Congressional Budget Justification.

1. Background Investigations Case Processing Timeliness and
Quality

Goal Statement: Increase investigative capacity and implement additional process improvements with
the aim of meeting the timeliness standards set by the Intelligence Reform and Terrorism Prevention Act
of 2004 for background investigations while maintaining investigative quality. Throughout FY 2017,
OPM will improve production output in response to the increasing workload demands of its customers,
while reducing the larger than normal inventory of cases created during the transition from one of its
investigative contractors. OPM will accomplish this while maintaining its target of 99 percent or more of
all OPM investigations adjudicated as “quality complete” for investigations closed.

2. Retirement Services Case Processing

Goal Statement: Reduce Federal retirement case processing time by making comprehensive
improvements and moving toward electronic processing of all retirement applications.

In FY 2016, process 90 percent of cases in 60 days or less (as of March 2015, 70.1 percent of cases were
processed in 60 days or less). Support the 90/60 goal by:

e increasing the percentage of complete cases received from agencies to 90 percent or greater;

e continuing to develop capabilities to receive electronic retirement applications; and

e building a court-ordered benefit case reporting mechanism to capture inventory and timeliness of
court-ordered cases by the first quarter of FY 2016. Establish baseline data for timeliness by the
end of FY 2016.
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3. FEHB Plan Performance

Goal Statement: Improve health outcomes for the 8.2 million Federal employees, retirees, and their
dependents enrolled in health plans participating in the Federal Employees Health Benefits (FEHB)
program. In 2016, FEHB plan performance will be assessed based on a common set of measures of
clinical quality, customer service and appropriate resource use; this performance assessment will be used
in the determination of plan profit margins. While each plan will be assessed based on its performance,
overall progress for the FEHB program will be measured by an increase in the number of FEHB plans at
or above the 50th percentile of the relevant national, commercial benchmark year-on-year as measured by
FEHB plan scored values on the designated high-priority indicators used continuously during the
evaluation period. These high-priority measures include: risk adjusted all cause readmissions, timeliness
of prenatal care and blood pressure control.

4. Human Resource Workforce Capability

Goal Statement: Improve the ability of the Federal human resource workforce to attract, develop, train,
and support talent in the Federal Government by developing and launching a Federal HR curriculum. By
the end of FY 2016, build and launch curricula for staffing and classification. Baseline HR professionals’
proficiency levels for the Staffing specialty area competencies, and set targets for improvement. By the
end of FY 2017, build and launch curricula for employee relations and labor relations; and design a
certification of mastery for existing HR University curricula.

5. Cybersecurity Monitoring

Goal Statement: Continue enhancing the security of OPM's information systems by strengthening
authentication and expanding the implementation of continuous monitoring.

OPM will enhance the use of two-factor authentication in multiple ways. By August of FY 2015, 99
percent of OPM users were required to use Personal Identity Verification (PIV) authentication for
network access and the remaining one percent was enforced by the end of October 2015. By the end of
FY 2016, 80 percent of non-OPM users who have a PIV card will be required to authenticate to OPM
applications using their PIV cards. By the end of FY 2017, OPM will enforce two-factor authentication
for 100 percent of all PIV-enabled users and 80 percent of non-PIV-enabled users.

OPM will enhance its security posture by expanding on the Continuous Diagnostic and Mitigation (CDM)
capabilities implemented throughout FY 2015. The CDM program enables OPM to expand continuous
diagnostic capabilities by increasing the network sensor capacity, automating sensor collections, and
prioritizing risk alerts. By the end of the second quarter of FY 2016, OPM will have acquired and
implemented four CDM controls including vulnerability assessment, continuous monitoring, hardware
asset management, and software asset management. These tools should increase OPM’s ability to identify
and respond to security issues. By the end of FY 2016, OPM will have fully implemented dashboard
capabilities allowing OPM to benchmark its CDM program with other Federal agencies. In FY 2017,
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OPM will use the benchmarking results to identify and prioritize the implementation of other CDM
controls. OPM will continue to pursue a number of additional actions as outlined in its Cybersecurity
Monitoring goal.
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Cross-Agency Priority Goals and the
President’s Management Agenda

OPM supports the President’s Management Agenda (PMA) in mission accomplishment, management
effectiveness and efficiency initiatives. The agency is co-leader of two Cross-Agency Priority Goals:

1) Insider Threat and Security and

2) People and Culture.

OPM also invests in initiatives to improve effectiveness and efficiency of the agency’s services in
support of its customers, with a particular focus on supporting a digital service team, reducing its real
property footprint, reducing improper payments and improving the Do Not Pay Initiative, moving to
shared services, and implementing the Digital Accountability and Transparency Act of 2014 (DATA
Act) and the Federal Information Technology Acquisition Reform Act (FITARA). This section
highlights initiatives related to OPM’s mission, Cross-Agency Priority Goals and other priorities in
support of the President’s Management Agenda.

Mission Cross-Agency Priority Goal Implementation

People and Culture

OPM is a co-leader of the Cross-Agency Priority Goal for People and Culture, and agency staff is directly
involved in activities to achieve it. OPM is leading efforts to drive greater employee engagement, build a
world-class Federal management team, and enable agencies to recruit and hire the best talent. OPM will
continue to direct resources to support this work in FY 2017, in developing USA Hire assessments, and as
the Federal Government leader of human capital category management. The agency is also seeking
government-wide partners and funding to develop an intelligent hiring planning tool.

To increase employee engagement, Federal Government leaders are setting clear goals and conducting
regular data-driven reviews to identify agency components and offices where improvements in employee
engagement are required. Senior executives are being held accountable for improvement; data is
disseminated to managers and organized for action; and agencies are motivated to increasingly adopt
evidence-based practices. Each agency has named a Senior Accountable Official (SAO) to lead efforts to
improve employee engagement. Senior representatives from OPM, OMB and the Presidential Personnel
Office are engaging with each SAO to learn more about individual agency efforts and to share best

practice from other agencies.

The Federal Employee Viewpoint Survey (FEVS), administered by OPM each year, provides the
employee feedback from which the employee engagement index is derived. OPM has worked diligently
over the last several years to broaden the impacts of the FEVS by: 1) expanding the reach of the survey by
ensuring agencies provide lower-level organizational breakouts; 2) greatly increasing the number of
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component and office level reports available to agencies; 3) improving the functionality of the FEVS
Online Reporting and Analysis tool which enables agencies to analyze their results at various levels; 4)
creating UnlockTalent.gov, a data visualization tool that displays FEVS results in ways that facilitates
senior leaders’ understanding; and 5) increasing the number of special reports and analysis focusing on
the experiences of specific sub-populations such as veterans, millennials, women, and Lesbian, Gay,
Bisexual, and Transgender (LGBT). The increased availability of FEVS results and the expanded number
of reports and analysis provide agency managers and leaders with the information they need to develop
targeted strategies to address conditions that lead to improved employee engagement and performance.

OPM will continue to lead efforts to implement reforms to modernize executive recruitment, hiring,
development, and accountability mechanisms to benefit the management of most Federal programs, with
an emphasis on a set of actions identified in a recent Executive Order on Strengthening the Senior
Executive Service. This includes strengthening executive ownership of strategic recruitment for SES and
ensuring agencies are integrating executive recruitment and leadership into a cohesive talent and
development plan; streamlining the career SES hiring process to help reduce time to hire, reduce burden
on applicants, and enhance the Qualifications Review Board process; establishing agency talent and
succession management processes to provide organizational visibility into current and emerging talent
across the enterprise; enhancing SES development by supporting effective onboarding, continual learning,
strategic rotational experiences, and assessment approaches; and improving SES accountability and
recognition for high performance.

To support agencies’ efforts to recruit and hire highly-qualified talent, OPM will continue to lead efforts
to ensure HR professionals have requisite training and skills to effectively support agency human capital
programs. OPM will also support a government-wide hiring excellence campaign designed to provide
robust guidance and tools to agency hiring managers and HR staff, training and education to help “untie
the knots” in the hiring process, and support flexible hiring approaches and reforms to improve agencies
ability to recruit and hire top talent.

Human Capital Category Management

OMB's Strategic Sourcing Leadership Council unanimously selected OPM to lead the Federal
Government's management of the Human Capital (HC) category of spending for products and services.
As a result, OPM has added a new related strategy (Strategy 10.01) to its Strategic Plan for FY 2017. As
the HC Category Manager, OPM will identify and act on opportunities for significant cost savings across
government through analysis of agencies' spending behaviors, management of agency demand through
development of enterprise solutions, and identification of best in class products and services in line with
OPM standards for effective management of human capital. As the President's advisor on human capital
management, OPM is best positioned to guide agencies' and employees' selection of optimal human
capital products and services, ensuring that solutions adhere to Federal HR policies and regulations, and
advance the Federal Government as employer of choice for top talent through implementation of
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standards and best practices embodied in OPM's Human Capital Framework and HRLoB Business
Reference Model.

In FY 2017, OPM will develop a decision making tool to be housed on the Human Capital Common
Acquisition Platform (commonly known as the Hallway) that will guide agency leaders and employees
through needs assessments and alternative choices they can consider when making a final decision to
purchase human capital products and services. The tool will be designed to make the human capital
purchasing process as easy as possible, while educating a Federal leaders and employees on the principles
and practices of strategic human capital management. Not only will agencies purchase optimal solutions,
but they will gain awareness of and practice on strategic human capital management policies and
practices. Based on Category Management Leadership Council (CMLC) spend analysis, the Human
Capital and Training Solutions (HCaTS) contract, the flagship human capital and training category
management solution co-lead by OPM and GSA, is expected to achieve $199 million in annual
government-wide costs savings driven by increased competition and reduced prices paid.

Insider Threat and Security Clearance Reform

OPM is also a co-leader of the Cross-Agency Priority Goal concerning prevention of Insider Threats and
Security Clearance reform. The agency will continue to direct significant resources to this goal in FY
2017.

The Federal Government will continue to work to mitigate the inherent risks posed by personnel with
access to cleared facilities, systems, and other personnel. To achieve this objective, agencies will work
through the Performance Accountability Council to achieve the following:

e Develop Insider Threat Programs: Ensure compliance with national insider threat policies, to
include establishing an insider threat program that meets the established minimum standards.

e Improve Oversight and Quality of Background Investigations: Improve oversight to ensure
investigations and adjudications meet government-wide quality standards.

o Eliminate Backlog of Reinvestigations: Drive adherence to existing security and suitability
reinvestigation timeliness guidelines, prioritizing submissions based on risk, and increasing the
frequency of reinvestigations for high risk populations.

e Improve Automation: Increase the availability and usage of automation to access information
relevant to suitability and security background investigations.

e Share Adverse Information: Ensure internal and external processes exist for sharing reported
adverse information.

e Enhance Security Culture: Ensure awareness training and reporting mechanisms exist for early
detection of actions and behaviors of concern, and establish performance accountability for
security for all personnel.
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The Performance Accountability Council’s Program Management Office (PAC PMO) is administratively
housed at OPM, with a FY 2017 budget of $7.5 million. It is financed via transfers from nine agencies,
with OPM contributing $500 thousand. The PAC PMO manages the Security, Suitability, and
Credentialing Line of Business (SSCLoB) which is responsible for driving government-wide
implementation of these goals, and identifying recommended solutions to further safeguard personnel and
protects the nation’s most sensitive information.

CAP Goal Organization Strategy
Insider Threat (at OPM) FSEM 11.01

Security Clearance FIS, CIO 1.02, 4.04
5.02,8.01

People and Culture ODI, ES 1.01, 1.02,
1.03, 2.04,
3.03, 3.04,
6.01, 6.02,
6.03, 6.04,
10.01, 10.04, 10.05,
12.01

Per the GPRA Modernization Act requirement to address Cross-Agency Priority Goals in the agency
strategic plan, the annual performance plan, and the annual performance report, please refer to
www.Performance.gov for the agency’s contributions to these goals and progress where applicable.

Contributions to President’s Management Agenda Priorities

In addition to the activities described above, OPM invests in initiatives to improve effectiveness and
efficiency of the agency’s services in support of its customers, with a particular focus on supporting a
digital service team, reducing its real property footprint, reducing improper payments and improving the
Do Not Pay initiative, moving to shared services, and implementing the DATA Act and the Federal
Information Technology Acquisition Reform Act (FITARA).

Digital Service Team

In FY 2017, OPM will maintain the Digital Service team of experts that it is building in FY 2016. The
team will have modern digital product design, software engineering, and product management skills, and
will manage those OPM digital services that have the greatest impact to citizens and businesses, in
alignment with the agency’s Strategic IT Plan commitments to provide improved IT capabilities to
stakeholders and enhanced IT leadership and governance. By dedicating the team to these services, OPM
will not only provide improved services to stakeholders, but also identify practices and tools to improve
other OPM services and design future services. OPM has plans to hire a Chief Technology Officer (CTO),
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and during FY 2016, will identify the high impact, high value services to which the Digital Service team
will lend their expertise.

Real Property

OPM has reduced its footprint by 46,234 usable square feet during FY 2012 — FY 2015, and the agency
anticipates an 