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New Budget Authority ........
Recovery: Prior Year bl

New Cbligations .............
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DEPARTMENT OF HOUSI NG AND URBAN DEVELOPMENT

OFFI CE OF THE CHI EF | NFORMATI ON OFFI CER
WORKI NG CAPI TAL FUND

OBL| GATI ONS BY OBJECT CLASS

BUDGET CURRENT | NOREASE +
ACTUAL ESTI MATE ESTI MATE ESTI NATE DECREASE -
2000 2001 2001 2002 2002 vs 2001
(Dol lars in Thousands)

$69, 729 $100, 000 $99, 780 $85, 000 -$14, 780
$1, 700 $500 $889 . -$889
$71, 429 $100, 500 $100, 669 $85, 000 -$15, 669
$119, 631 $140, 000 $129, 714 $159, 400 +$29, 686
$20, 272 $40, 000 $39, 554 $47, 200 +$7, 646
$53, 381 $42, 200 $44, 901 $55, 700 +$10, 799
$368 $250 $306 $250 -$56
$10, 976 $13, 400 +$2, 424
e e $998 $1, 200 +$202
$265, 081 $322, 950 $327, 118 $362, 150 +$35, 032
$32, 139 $10, 000 $24, 803 $1, 353 -$23, 450
$265, 081 $323, 000 $327, 000 $362, 000 +$35, 000
$2, 681 $1, 500 $1, 500 . -$1, 500
- $275, 098 -$324, 500 -$351, 950 -$362, 000 -$10, 050

$24, 803 $10, 000 $1, 353 $1, 353

The followi ng table shows estimated obligations for fiscal years 1999 through 2001

for the Working Capital Fund by object class:
BUDGET CURRENT | NCREASE +
ACTUAL ESTI MATE ESTI MATE ESTI MATE DECREASE -
2000 2001 2001 2002 2002 vs 2001
(Dol lars in Thousands)
Personal Services ............. $29, 851 $43, 500 $32, 823 $44, 000 +$11, 177
Travel and Transportation O
PErsons ...........c.ovueuueeii.. $613 $1, 000 $1, 396 $1, 500 +$104
Rent, Communi cati ons, and
Uilities ...... ... ... ... $43, 208 $56, 000 $45, 030 $46, 000 +$970
Q her Services ................ $191, 978 $202, 850 $239, 739 $249, 700 +$9, 961
Supplies and Materials ........ $368 $650 $555 $800 +$245
Furniture and Equi pnent ....... $9, 081 $20, 500 $32, 407 $20, 000 -$12, 407
Total Obligations ........... $275, 098 $324, 500 $351, 950 $362, 000 +$10, 050
STAFFI NG
BUDGET CURRENT | NCREASE +
ACTUAL ESTI MATE ESTI MATE ESTI MATE DECREASE -
2000 2001 2001 2002 2001 vs 2000
Ful I -Time 349 462 365 436 71

Equi valents.........
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1. SUMVARY OF BUDGET REQUEST

The fiscal year 2002 Wborking Capital Fund (WCF) request for the Departnent of
Housi ng and Urban Devel opnent (HUD) is $362,000,000. The increase is largely due to the
pl anni ng and devel opment for a new contract to support the operation of the bulk of HUD s
IT infrastructure - the HUD Integrated Information Processing Service (HIPS) contract.
HIIPS is the most significant IT infrastructure contract in the investment portfolio
The HIIPS contract will expire in May 2003 and reconpetition planning efforts will
require extensive resources in fiscal year 2002

HUD continues to fundanentally transformits business, creating innovative
partnershi ps, and focusing on val ue-added, integrated solutions. As technology continues
to reshape the world, HUD is aligning itself to neet and exceed the rising expectations
of business partners and citizens who ook to HUD for vital services. To this end, HUD
has positioned itself on the forefront of e-Governnent, becom ng a know edge-driven
leader. It is the continuation of this |eadership upon which HUD's IT goals and
obj ectives are based. Acconplishing this, however, requires extensive planning, a strong
IT portfolio investment and control process, an enterprise architecture (EA) to provide
strategic direction, and adequate funding

HUD has a firmy established an IT portfolio selection process, and the
Department is inplenenting quarterly portfolio control reviews. |In fiscal year 2001, HUD
al so refined and will test pilot an evaluation process for IT investnents. HUD has
devel oped a dynam c tool for the storage and analysis of enterprise architecture
information, a baseline enterprise architecture, and an initial target architecture with
a focus on business processes and systens supporting financial and grants management.

The continuation of these efforts is crucial for ensuring that funding is |leveraged to
produce IT projects on time, within cost, and at the expected technical performance
level. The EA will be continually updated and strengthened. It will be used to identify
opportunities, uncover gaps, and ensure that investment decisions are aligned to properly
support busi ness needs

HUD is continuing strategic investment in the nodernization of its information
technol ogy infrastructure and systenms. At the same time, until new devel opnent is
conpl ete and nodern systens are operational, there is a continuing demand to mmintain
certain | egacy systens.

In fiscal year 2001, the IT policy and planning functions at HUD were aligned
with the Department's | T applications, systems, and infrastructure resources through a
transformation of the Office of the Chief Information Officer (OCIO). The transition
process is proceeding in an orderly and open manner. The new OCl O organi zati on at HUD
better reflects the need for greater accountability, a nore accessible organization, and
a smarter, nore efficient operation. HUD is focusing on its core businesses, utilizing
and aligning IT to nmeet business needs, and becom ng a custoner-centric, highly
adapt abl e, 24-7-365 organi zati on.

2. | T I NVESTMENTS

A. Infrastructure

HUD is taking significant steps to upgrade its IT infrastructure by investing
in nodern high technol ogy equi pnent. Such investnents include enterprise servers
network servers, routers, frane-relays, proxy servers, and file servers. These
infrastructure investments are critical for the nodernization and enhancement of HUD
operations and I T offerings. Although HUD continues to make prudent investnents based on
busi ness needs while exploring opportunities to reduce operations and mai nt enance costs,
the HUD IT infrastructure is the backbone of the organization and the foundation for
efforts to advance e-Governnment and support the internal operations of the Departnment.

The desktop platform enables HUD staff to communicate with vendors and
custonmers and to receive information fromelectronic mail and the Internet. The desktop
platform al so serves as an interface for HUD s applications, software, and tools that
provi de standard office functionality and enable HUD to use comerci al -of f-the-shel f
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systens rather than nore costly, custom zed solutions - a business decision consistent
with the Clinger-Cohen Act. |In fiscal year 2001, HUD is upgrading from Office 95 to
Office 2000 to ensure that enployees can comunicate with third parties. HUD has been
innovative in investing in stationary and nobile Kiosk technol ogy and hardware, as wel

as hand-hel d conputer devices for certain field workers. Efforts are continually nmade to
stay abreast of emerging technol ogies.

HUD' s core conputing environnent is continually devel oped and nmi nt ai ned
through the HUD Integrated Information Processing Service (HIIPS) contract. The current
HI I PS contract was awarded in 1990 to a single vendor responsible for the acquisition
installation, operation, and naintenance of HUD's IT infrastructure, including the
procurement of all necessary conputing hardware and software. HUD initiated the HIPS
investment to elimnate deficiencies and redundancies in the managenent of information
systems. Prior to the HIIPS investnment, the Departnment's information systens and
t el ecommuni cati ons services were provided through 60 separate contracts. The HIIPS
contract is vital to the day-to-day operations of the Departnment

HIIPS is currently a conmbination fixed price and cost reinbursable contract.
It is performance based, with an award fee determ ned bi-annually. The HIIPS contract
will expire in May 2003. Reconpetition planning for a procurement action of the size
scope, and conplexity of HIPS requires a disciplined approach to devel oping the
acquisition strategy, as well as adequate lead time to draft the Request For Proposals,
t horoughly eval uate bidders, award the contract, and transition fromthe current vendor
to the winner. Planning for the original HIPS contract spanned 4 years and involved the
full-time work of an average of 30 government enployees and contract support staff. The
reconpetition planning and inplementation will require a significant investment of tinme
and financial resources. The demands of the HIIPS reconpetition planning initiative
accounts for a major portion of the request for a net increase in WCF funding for fisca
year 2002.

B. | T Strategy and Policy Devel opnent

IT Strategy and Policy Devel opnent investnents provide the "blueprint”
necessary to develop and maintain the IT portfolio. HUD is a recognized governnent
| eader in the planning, developrment, and inplenmentation of IT Capital Planning and
I nvestment Control policies and procedures. The Departnent is at the forefront of
governnental efforts to develop and inplenment an enterprise architecture and use it as a
strategic tool to guide decision naking. Not only has the Departnent devel oped an EA, it
has invested in an interactive, Internet-based EA managenent systemthat will ensure the
EA is current and allow for analysis and pl anning

HUD is commtted to remaining a | eader in the strategy and policy devel opment
area. These activities will allow the Departnent to leverage its IT investnents to
further business goals and strategies. HUD is also commtted to ensuring that its
proj ect managers and busi ness area sponsors are adequately trained in basic and advanced
techniques. HUD' s IT Investnment and Project Managenent Training program uses industry
and government best practices, cases studies, and adult learning theory to ensure that
its personnel are provided with the know edge, tools, and techniques to devel op and
i mpl ement successful IT initiatives

HUD continues to inprove its policies, processes, and procedures. HUD
contracted for an independent assessnent of its |ITIM process (based on a GAO franewor k)
in fiscal year 2001 and devel oped an action plan to increase the maturity level of its
processes by one stage per year. It is expected that HUD will reach stage three maturity
by the close of fiscal year 2002

HUD' s e- Governnent planning is guiding efforts to transformthe Depart nment
toward a custoner - and busi ness-partner-centered organi zation. HUD has al so nade great
strides in security policy, data management policy, privacy policy, and know edge
management policy, among others. HUD is also increasing resources for business process
i nmprovement-—a critical conponent for the automation of process and a key area of
enphasis in the devel opnent of e-Government solutions. The Departnent has al so invested
in an independent assessnent of its financial systens to ensure conpliance with financia
management systens statutes and regul ations.
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C. Maintenance

HUD' s portfolio of IT systens requires ongoing corrective/ adaptive
mai nt enance for all operational systens. System naintenance costs are incurred until a
systemis retired or replaced. Maintenance activities include providing on-going user
training, making m nor codi ng changes when needed, and nanagi ng user support. HUD is
maki ng maj or investnents to nodernize its financial systems, consolidate its grants
managenment systens, integrate its human resource systens, and conbine certain help desk
support operations. The devel opment work on these investments is progressing. As these
and simlar investments become operational, a number of older systems will be retired and
the high maintenance costs associated with these systems will be elim nated

A key goal of the OCIOis to continually assess spending patterns and seek
opportunities for consolidation and efficiency. The EA will be utilized further in
fiscal year 2002 to identify gaps, targets, and opportunities to reduce maintenance in
ot her areas.

D. Systens Devel opnent

There are two main sub-categories of systenms devel opnent: ongoing systens
devel opnment / enhancement and new systenms devel opnent. Enhancing existing systenms and
bui l ding new functionality is executed, when possible, in nmodular fashion, with usefu
segnments conpleted within 18 nonths frominception. The decision to invest in new
technol ogies follows a careful and rigorous process that ensures that HUD invests only in
those initiatives that provide the highest return and are closely linked with the Annua
Performance Plan. Systens devel opment at HUD is governed by the I TIM process, and any
rel evant funding proposals nust be fully documented, have benefits that exceed costs, and
be driven by business needs.

Systens devel opnent funding at HUD is also highly correlated with
Depart ment al e- Governnent strategies and plans. HUD has a strategic plan for e-
Government that is part of a larger effort to reform processes, npderni ze operations, and
evolve into a custoner-focused departnent.

HUD has focused on enterprisew de solutions and these efforts will increase
as the Department noves from stovepi pe systens toward integrated, business-oriented
outcomes. HUD is conmitted to utilizing state-of-the-art applications that are
inmplemented utilizing the best project management practices avail able.

ACTUAL ENACTED ESTI MATE
2000 2001 2002

Strategic Goal 5: Ensure public trust in HUD.
FTE 349 365 436
5.1.L.1: During FY 2002, 8 m ssion- Not 7 8
critical data systems will be assessed and Appl i cabl e
those systems will be certified by the end
of FY 2003
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