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1. EXECUTIVE SUMMARY

This chapter provides a high-level summary of project objectives, scope, approach, and
key outcomes.

1.1 PROJECT OVERVIEW

Booz Allen Hamilton has completed a comprehensive review and analysis of the
National Oceanic and Atmospheric Administration’s (NOAA’s) centralized finance and
administrative services functions. The purpose of this study was to evaluate the current
performance of NOAA'’s central finance and administrative functions, to provide
recommendations for cost-effective improvements in cost and service performance, and
to develop a proposed Transition Plan for their realization. This comprehensive final
report summarizes the study and its outcomes.

Substantial assistance was provided to us throughout this effort by the NOAA Study
Team, administrative functional managers, administrative support center directors, and
the many staff we interviewed at Headquarters and in the field. While Booz Allen is
responsible for the findings, conclusions, and recommendations presented herein, the
considerable effort of many individuals at NOAA made an essential contribution to our
ability to meet the challenges of this ambitious study.

The scope of the study included the finance and administrative functions that are
provided by the organization formerly known as NOAA Finance and Administration
(NFA). These functions include: finance, budget, workforce management, acquisition,
grants, facilities and logistics, information technology, and environmental compliance.

As requested by NOAA, we began our study by reviewing and validating the available
activity-based cost (ABC) data for each administrative service function. Booz Allen
added to and refined the ABC data by conducting over 300 interviews and reviewing
previous studies and other relevant documentation. We reviewed the results of
previous studies of NOAA finance and administrative functions to develop an
understanding of the history and evolution of these functions. We also gathered

customer satisfaction data from a broad selection of customer agencies, including both
NOAA and non-NOAA customers.

Using the above data sources, we conducted a workload analysis of finance and
administrative functions. This analysis identified the similarities and differences in
productivity and performance across the four regional Administrative Support Centers
(ASCs) and the operational support activities performed in Washington, DC at what has
been termed the “fifth ASC.” Using information available on the performance of
finance and administrative services in other federal agencies, we compared the
performance of NOAA service providers with these other agencies for similar
administrative processes, providing further perspective on the relative productivity of
the NOAA administrative services organization.
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We then considered what options might be available to improve the performance of
finance and administrative services. We identified NOA A-specific evaluative criteria to
inform this analysis, and identified and assessed various service delivery models. We
selected a preferred service delivery model and used this model to detail a proposed
new high-level concept of operations for NOAA’s administrative services functions.
We aligned this conceptual framework with specific recommendations in each of the
eight functional areas within the scope of the analysis, and identified the costs, benefits,
and risks associated with these recommendations. Finally, we developed a transition
plan to identify the activities required to move the organization from the current
concept of operations to the recommended model.

While the proposed operating model represents a significant departure from the as-is
model and would require a substantial change in the way services are currently
provided, the costs of the transition to this new model appear justified by opportunities
for improvement in cost and service performance. These opportunities represent a
potential annual savings at current workloads, of $19.1 million after the recommended
changes to the current concept of operations are fully implemented.

NOAA'’s finance and administrative services organization faces many challenges. In
undertaking this study, it has demonstrated openness to the consideration of new ideas
and new approaches to serving its customers. The recommended concept of operations
described in this report supports a more streamlined, cost-effective organization that, in
Booz Allen’s view, can produce significant organizational efficiencies in the provision of
NOAA finance and administrative services.

1.2 PROFILE OF NOAA ADMINISTRATIVE SERVICES

1.2.1 Background

For over twenty years, NOAA has relied on a regional support center-based delivery
model to provide administrative services to its customers in the Department of
Commerce’s field organizations. The four Administrative Support Centers (ASCs)
created in 1983 to provide these services include:

« Eastern Administrative Support Center (EASC) in Norfolk, Virginia

+ Central Administrative Support Center (CASC) in Kansas City, Missouri

*  Mountain Administrative Support Center (MASC) in Boulder, Colorado

+  Western Administrative Support Center (WASC) in Seattle, Washington
The ASCs were established as DOC entities hosted by the Office of Finance and
Administration (OFA) within NOAA. The four regional ASCs serve a wide variety of

customers, including NOAA program offices, other DOC offices, visiting scientists,
contractors. In addition, finance and administrative services are provided by a “fifth
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ASC” that primarily serves the Headquarters offices located in the Washington, DC
metropolitan area.

Although there is some variation in type and level of support, ASCs generally provide a
full range of services, including finance, acquisition, workforce management, facilities
and logistics, information technology, and environmental compliance. Grants
management services are provided at Headquarters and at MASC. The ASCs also
provide unique, site-specific services such as the Commerce Bankcard Center at CASC,
Alternative Dispute Resolution at WASC, and Library Services at MASC.

A 2003 realignment of NOAA administrative services eliminated the Office of the Chief
Financial Officer/Chief Administrative Officer and created five offices reporting to the
Deputy Under Secretary. These offices include: Office of Chief Financial Officer, Office
of Chief Administrative Officer, Workforce Management Office, Acquisition and Grants
Office, and Office of Program Analysis and Evaluation. The current organizational
structure is displayed in Exhibit 1-1.

Exhibit 1-1: As-Is Organizational Structure of Service Delivery

Deputy Under

Secretary of Oceans
and Atmosphere

Workforce Office of the Chief P Analysi Chief Fi ial
Management Administrative rogram sAna’ysis eifhancia
A A and Evaluation Officer
Office Officer

Acquisition and
Grants Office

Acquisitions Human gfﬁce'of Administrative gﬁlce 0;
Management Resources Wy Mar and inance;
Management Executive Secretariat Comptiolel
Office
Grants Office of Civil Budget Office
Management Rights Audit, Internal Control, and
Information Management
Office
Information
Systems
Management Logistics Staff
Office Office
Environmental Real Property
Compliance \ it
Office Office

Eastern Central Mountain Western

Administrative Administrative Administrative Administrative
Support Center Support Center Support Center Support Center

1.2.2 History of Funding for Administrative Services

NOAA’s $3.7B budget (FY 2004 estimate) has consistently increased over the past 4
years, as shown in Exhibit 1-2, with slight variations in the number of on-board
positions.
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Exhibit 1-2: Five-Year Trends in NOAA Budget vs. Positions
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2 =
g 11,000 o - 1 $3,200
.g ) P 2
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B . s
] P 1
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8 L7 1 $2,600
8,000
1 $2,400
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6,000 $2,000
FY'00 FY'01 FY'02 FY'03 FY'04
NOAA Total Positions (On-Board) . - - .NOAA Total Budget ‘
FY'00 FY'01 FY'02 FY'03 FY'04
NOAA Total Positions (On-Board) 12,693 12,210 12,590 12,645 12,560
NOAA Total Budget $ 2582|% 3171 |$ 3443|$ 3697|$ 3,682

Note: Dollars in millions

However, while NOAA'’s budget has grown over recent years, NFA’s total funding
resources including reimbursables and transfers, have declined since FY 2002, as shown
in Exhibit 1-3.
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Exhibit 1-3: Four-Year Trends in NFA Resources
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FY'00* FY'01* FY'02 FY'03
Total Resources Expended . . - .Direct Services** . . -Reimbursable Services*** ‘
FY'00* FY'01* FY'02 FY'03
Total Resources Expended $ 1552 |% 1788|% 189.0|$ 1771
Direct Services** $ 1296|% 153.21 % 1656 | $ 1497
Reimbursable Services*** $ 256|% 25619 2341 % 27.4

*Reimbursable Service costs estimated for FY'00 & FY'01

**Costs not reimbursed by outside agencies or other NOAA entities

***Reimbursables include transfer costs from other NOAA entities or outside agencies
Note: Dollars in millions

The number of filled positions at NFA has declined over time as well. While the NFA
organization includes approximately 1,014 authorized positions, approximately 145
positions are unfilled. As shown in Exhibit 1-4, total FTEs for NOAA Finance and
Administration functions have declined from 961 in FY 2001 to 869 in FY 2004.
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Exhibit 1-4: Five-Year Trends in NFA FTEs
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FY'00 FY'01 FY'02 FY'03 FY'04*
__ TotalFTEs , , , ,Direct Services __ . _Reimbursable Services** ‘
FY'00 FY'01 FY'02 FY'03 FY'04*
Total FTEs 941 961 955 928 869
Direct Services 805 825 819 789 733
Reimbursable Services** 136 136 136 139 136

*FY'04 consists of current on-board positions as of 2/4/04
**Reimbursables include transfer costs from other NOAA entities or outside agencies

1.3 KEY FINDINGS AND CONCLUSIONS

Overall, Booz Allen finds that NOAA's finance and administrative operations offer
significant opportunities for improvement in service cost and service quality. We find
that these opportunities represent potential annual savings, assuming current
workloads, of $19.1 million after the recommended changes to the current concept of
operations are fully implemented.

1.3.1 Workload/Productivity

The cost of the key common services provided by NFA varies widely among service
delivery locations with the performance levels of internal “best performers” ranging
from 20-100% better than the NOAA system averages for these processes, as seen in
Exhibit 1-5. This indicates that substantial improvements in productivity and service
quality are possible through improved internal standardization of policy, process
redesign and streamlining, staffing modifications and productivity, increased
utilization of information technology, and improved management controls.
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Exhibit 1-5: Example of Unit Cost Variation Across Several ASCs
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While comparisons of NOAA performance levels with external cost/service
benchmarks identified fewer opportunities for improvement than internal
benchmarking analysis, this is more indicative of the generally modest level of
administrative service performance in governmental agencies, and does not detract
from Booz Allen’s overall view that the performance of NOAA’s administrative services
functions can be significantly enhanced.

While NOAA is still refining its ABC data collection approach and there are issues with
respect to the accuracy of some of the data used in our analysis of workload,
productivity, and cost, such issues do not, in our view, alter our overall conclusions
about the nature and magnitude of performance improvement opportunities in NOAA
administrative services.

1.3.2 Customer Service and Satisfaction

Customer satisfaction levels vary significantly among ASCs and among administrative
services, as shown in Exhibit 1-6. In this exhibit, data referring to WASH DC refers to
work performed by “the fifth ASC.” This work is operational in nature.
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Exhibit 1-6: Customer Satisfaction Survey Results

# of WASH
ACTIVITY RESPONSES EASC CASC MASC WASC DC TOTALS

FINANCE/BUDGET

Internal Customers 88 3.4 4.2 4.4 3.7 3.5 3.8

External Customers 4 35 5.0 5.0 45

All Customers 92 3.4 4.1 4.4 3.8 3.5 3.8
ACQUISITION

Internal Customers 90 3.7 41 4.6 41 3.8 41

External Customers 11 3.0 4.0 4.2 4.0 4.5 3.9

All Customers 101 3.7 41 45 41 3.9 4.0
GRANTS

Internal Customers 30 3.6 3.0 3.3

External Customers 2 5.0 5.0

All Customers 32 3.6 3.1 34
WORKFORCE MANAGEMENT

Internal Customers 78 3.7 4.1 4.8 3.5 2.9 3.8

External Customers 16 2.0 4.6 4.6 3.5 3.7

All Customers 94 3.6 4.2 4.7 35 2.9 3.8
FACILITIES/LOGISTICS

Internal Customers 102 3.6 3.8 3.9 3.7 3.2 3.7

External Customers 12 4.0 34 4.0 4.7 5.0 4.2

All Customers 114 3.6 3.8 3.9 3.8 3.3 3.7
INFORMATION TECHNOLOGY

Internal Customers 35 4.0 4.4 3.4 4.0 3.9 4.0

External Customers

All Customers 35 4.0 44 34 4.0 3.9 4.0
ENVIRONMENTAL COMPLIANCE

Internal Customers 62 3.7 3.8 4.1 3.9 3.2 3.7

External Customers

All Customers 62 3.7 3.8 41 3.9 3.2 3.7

In our study of customer satisfaction, responses ranged from 5 (highest quality
customer support) to 1 (lowest quality customer support). From the data collected, it

appears that NOAA'’s current administrative services functions are not consistently

providing the level of support required to ensure cost-effective, high-quality operations.

This is especially evident in areas like facilities, grants management, and workforce

management, where lack of resources and ineffective management controls can

seriously impede performance. Process cycle times, a reliable indicator of customer

service performance, also vary among ASCs for some service processes, as shown below

in Exhibit 1-7.
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Exhibit 1-7: Comparison of Cycle Times For Selected Processes

ACTIVITY EASC CASC WASC  WASH DC
Finance Services
Record Non-Travel Disbursements N/A 3 2 1 2
Record Undelivered Orders 2 2 1 2 2
Process Interfaced Disbursements 2 1 2 1 1
Record Employee Travel Disbursements 2 3 2 3 2
Adjust Accounting Transactions 5 3 3 3 2
Workforce Management
Competitive Placements 75-105 50 >35-42 90 58
From request to certificate issued 30-55 3 35-42 6 24
From certificate to job offer 45-60 47 N/A 26 34
Facilities and Logistics
Design and Construction
Major Construction (months) 24-48 6-18 12-18 36-48 24-48
FMRS Project (months) 34 4-6 12-18 6-24 12
Printing and Publications Average 1 1 1 1 2

Note: All cycle times are in days unless otherwise specified
N/A - Not Available

Moreover, we found no strong correlation between unit service costs and service
satisfaction levels of key processes, supporting the conclusion that both cost and service
quality can be improved from current performance levels without detracting from
either measure.

1.3.3 Management Processes

NOAA currently provides finance and administrative services through a multi-tiered
service delivery model that represents a hybrid of functional, geographic, and business
line approaches. However, no one dimension of the model is completely realized. For
example, ASCs do not consistently confine their activities to the geographic footprint
that surrounds their locations or to specific customers. In addition, a matrixed
management reporting structure overlays the current model. ASC staff members,
regardless of functions performed and customers served, report to their respective ASC
Directors, rather than to functional directors at Headquarters. This hybrid, multi-tiered
operating model has contributed to a lack of clear accountability for performance.

Our analysis indicates that management processes that control and support delivery of
NOAA'’s administrative services (including planning, budgeting, resource deployment,
policy and procedure documentation, performance measurement and reporting,
process analysis and improvement, staff training, and technology absorption) are in
need of significant improvement. We believe that actions taken to address current
workload, productivity, structure and staffing issues will fail to result in significant
change unless basic management planning and control processes are strengthened.
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1.4 PROPOSED CONCEPT OF OPERATIONS

At the core of NOAA'’s challenges in building a more cost-effective service delivery
model is the need to strengthen the quality of leadership and performance within each
of its finance and administrative services functions. Specifically, NOAA must give each
functional manager the clear authority, responsibility, resources, organizational reach,
and accountability for performance required to effectively direct the delivery of services
NOAA-wide. This basic need for increased functional management authority and
accountability is the central theme of the proposed Concept of Operations.

In this new Concept of Operations, the administrative support center structure is
eliminated, and the staff of the former ASCs are functionally aligned under their
respective functional managers. Each staff member reports to his respective functional
manager, who is responsible for the efficiency and effectiveness of service delivery to
customers. Reporting relationships and accountabilities are clear - each functional
manager has authority to set policies, define procedures, and direct his staff. The
functional manager is responsible for all aspects of service delivery and accountable for
success and failure.

This alternative model would achieve several objectives:

« It provides for a much stronger management role for functional administrative
services managers. Each manager would have end-to-end visibility of and
accountability for the delivery of services within his scope of responsibility to all
customers served.

« It supports a new reporting relationship between functional managers and
service delivery personnel. This includes a direct reporting relationship to
NOAA finance and administrative staff and functional relationship to line office
administrative staff.

+ It streamlines service delivery by eliminating the ASCs as a formal
organizational entity in the service delivery structure.

« It provides functional managers with increased visibility into those resources
currently deployed in support of finance and administrative services that are
currently embedded in NOAA line offices, making it possible to enhance service
delivery consistency and to rationalize the deployment of all functional staff
throughout the Headquarters-field-line office service delivery continuum.

In order to achieve the objectives of the conceptual function-based service delivery
model, we recommend implementation of the To-Be organizational structure shown in
Exhibit 1-8. This exhibit depicts the addition of a new role, the Assistant Administrator
for Management, the alignment of functional directors underneath this role, and the
relationship of the new Assistant Administrator to NOAA and DOC leadership.

This document is confidential and is intended solely for the use and information of the client to whom it is addressed.
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Exhibit 1-8: Recommended To-Be Organizational Structure
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1.5 SUMMARY OF RECOMMENDATIONS

In conjunction with the proposed new operating model, we have identified six global
recommendations, fifty-three function-specific recommendations, and three “other”
recommendations for streamlining and improving service delivery. These
recommendations support several common themes. These themes include:

« Enhancing planning, budgeting, and goal-setting processes;

+ Applying intensive process reengineering and redesign concepts based on
internal and external best practices and utilizing available technology;

+ Expanding management information systems, to improve process performance
and to track key performance indicators and trigger performance improvement
initiatives;

« Enhancing staff capabilities through refined competency assessments, an
expanded training agenda, and clear performance objectives and accountabilities;

+ Enhancing management oversight through improved development,
dissemination, and enforcement of policies and procedures; and

This document is confidential and is intended solely for the use and information of the client to whom it is addressed.
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+ Expanding exploration of outsourcing options for selected processes and
activities.

1.5.1 Global Recommendations

In order to support a transition to the proposed new Concept of Operations, we propose
the following six global recommendations:

+ Establish the Office of the Assistant Administrator for Management;

+ Create a Transition Program Management Office (PMO) to manage transaction
activities;

« Develop a plan to re-staff key positions in the new organizational structure;

« Assess the ABC initiative and define the steps required to improve the accuracy
and utility of the ABC data;

+ Conduct a study of the services provided to non-NOAA customers by the
finance and administrative function and the costs and revenues associated with
such services; and

+ Conduct an analysis of the administrative processes and activities carried out
within NOAA’s line offices.

1.5.2 Functional Recommendations

Fifty-three function-specific recommendations have been made to support NOAA in
implementing the new Concept of Operations and improving performance in the eight
functional areas within the scope of the study. Opportunities to improve performance
were identified by examining current performance in the ASCs, reviewing examples
from other Federal Agencies, and considering industry best practices.

To ensure that these recommendations support a common set of objectives, we
evaluated potential actions against a set of service delivery improvement criteria. These
criteria include: Responsive to Customer Needs, Support Performance Accountability,
Leverage Technology, Promote Standardization, Streamline Processes, and Reduce
Costs of Service Delivery. Each of the recommendations proposed supports one or
more of these criteria. They are listed in Exhibit 1-9 and are fully discussed in
subsequent chapters of this Comprehensive Final Report.

1.5.3 Other Recommendations

There are three “other” recommendations. The first two concern the Administrative
Management and Executive Secretariat, and the Audit, Internal Control and
Information Management Office. In addition, we have included a recommendation
concerning the budget function for the Assistant Administrator for Management.

This document is confidential and is intended solely for the use and information of the client to whom it is addressed.
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Exhibit 1-9 details the recommendations identified under the new Concept of

Operations.

Exhibit 1-9: Global, Function-Specific and Other Recommendations

Area

Global

Recommendations
GL.1 Establish the Office of the Assistant Administrator for Management

GL.2 Create a transition Program Management Office (PMO) to manage transition
activities

GL.3 Develop a plan to re-staff key positions in the new organizational structure

GL.4 Assess the ABC initiative and define the steps required to improve the accuracy and
utility of ABC data

GL.5 Conduct a study of the services provided to non-NOAA customers by the finance
and administrative function, and the costs and revenues associated with such services

GL.6 Conduct an analysis of the administrative processes and activities carried out within
NOAA’s line offices

Finance
Services

FS.1 Consolidate Financial Operations into two support groups under the direct control of
the Director of Finance/Comptroller

FS.2 Assess and redesign the activity of recording non-travel disbursements

FS.3 Assess and redesign the activity of recording undelivered orders

FS.4 Assess and redesign the activity of processing interfaced disbursements

FS.5 Assess and redesign the process of recording employee travel disbursements

FS.6 Implement the CSTARS/CAMS interface

Budget
Services

BS.1 Assess and redesign the entire budget process

BS.2 Align the budget process (formulation through execution) by program as
recommended by NAPA

BS.3 Transfer PA&E to the direct control of the Director of Planning Budget, and
Performance

BS.4 Incorporate Business Management Fund and ABC in PA&E

Acquisition
Services

AS.1 Consolidate acquisition operations into two support groups under the direct control
of the Director of Acquisitions

AS.2 Create simplified acquisitions workstream

AS.3 Create contracts workstream

AS.4 Increase customer outreach

AS.5 Implement CSTARS/CAMS interface

AS.6 Provide in-house CSTARS support

AS.7 Increase audit and compliance support

AS.8 Increase staff training

Grants
Management

GM.1 Transfer responsibility for the Cooperative Agreement activity from MASC to
Headquarters

GM.2 Deliver additional training at Program Offices

GM.3 Leverage Grants Online capabilities within NOAA to improve Program Office
business processes

This document is confidential and is intended solely for the use and information of the client to whom it is addressed.
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Area

Recommendations
GM.4 Conduct analysis to extend Grants Online DOC-wide

Workforce
Management

WM.1 Consolidate Workforce Management operations into two support groups under the
direct control of the Director of Human Resources

WM.2 Standardize the organizational structure of HR divisions so that Employee Relations
Specialists and Benefits Coordinators are distinct from Staffing Specialists and align with
customers

WM.3 Create a single, unified office, with a direct reporting line to the Deputy
Undersecretary of NOAA, to house all the EEO, Civil rights, and Diversity related
functions

WM.4 Automate the SF-52/SF-50 Forms (using a COTS/GOTS package) and reengineer
associated processes

WML5 Provide training, communication, and change management support for the
Commerce Online (COOL) hiring system to HR staff and line office managers

WM.6 Consolidate all Time & Attendance Coordination activities in Boulder, as well as all
related activities, such as the Leave Share and Leave Bank Program coordination activities

WM.7 Develop and implement the capability to provide strategic Workforce Planning and
Comprehensive Training and Development services to NOAA Staff through the Office of
Human Resources

WM.8 Conduct strategic workforce planning

Facilities and
Logistics
Services

FL.1 Consolidate design and construction (D&C) services delivery capacity to Eastern and
Western Operations and implement a web-based Project Management System to support
D&C

FL.2 Provide all policy and procedures directions at a consolidated Construction Projects
Oftfice (CPO) at the Real Property and Facilities Headquarters in Washington, DC

FL.3 Consolidate real property acquisition and management (RPAM) services delivery
capacity to the Eastern and Western Operations located in Washington, DC and Seattle,
WA and build interfaces from existing systems to a new project management system

FL.4 Consolidate personal property management (PPM) services delivery capacity at
Eastern Operations

FL.5 Implement a mobile, handheld personal property inventory management and
tracking technologies to facilitate the utilization of standardized inventory control
processes to support annual audit activities

FL.6 Consolidate printing and publication (P&P) services delivery capacity at Eastern
Operations

FL.7 Maximize outsourcing / partnership opportunities for Buildings Management
nationwide, with specific focus on Seattle, WA and Washington, DC

FL.8 Optimize Shipping and Handling / Storage Program Cost Structures

FL.9 Consolidate copy center, buildings management, shipping / handling, storage /
storeroom services delivery capacity in Boulder, CO

FL.10 Transfer CASC buildings management services oversight responsibility (located in
Kansas City, MO) to Lafayette, LA and transfer contract / management responsibility for
on-site buildings management contractors to NMFS

FL.11 Establish a Director, Real Property, Facilities, and Logistics position, establish well-
defined service area Division Chief positions at headquarters, realign all Operations based
staff to report directly to their respective headquarters-based Division Chief, and eliminate
the existing ASC-based Facilities and Logistics Division Chief positions

This document is confidential and is intended solely for the use and information of the client to whom it is addressed.
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Area

Recommendations

FL.12 Transfer management and operations responsibilities for the National Logistics
Support Center (NLSC) to the National Weather Service (NWS) (pending results from the
A-76 competition)

Information
Technology
Services

IT.1 Consolidate IT Consulting and Application Development Support located at
Headquarters, reporting to the Director of Information Technology

IT.2 Consolidate Finance and Administrative Service Enterprise Architecture Support,
Policy and Planning to the Finance and Administrative Service Director of Information
Technology, and update enterprise technology

IT.3 Transfer the support for FTS/Telecom to HQ, reporting to the Director of Information
Technology

IT.4 Transfer Ownership of the MASC Library to the Library and Information Services
Division within the National Oceanographic Data Center (NODC)

IT.5 Standardize and consolidate the Help Desk activity and administer a Centralized Call
Center (Help Desk)

IT.6 Implement a formal Help Desk application and develop a defined Customer
Relationship Model (CRM)

IT.7 Supplement operational IT Infrastructure support with Federal contractors

IT.8 Consolidate IT Security and Disaster Recovery Planning

IT.9 Conduct a formal assessment on the performance and user requirements for the
finance and administration Information Technology Center

Environmental
Compliance
and Health &
Safety

EC.1 Consolidate environmental compliance, health and safety (ECHS) services delivery
capacity to Eastern and Western Operations locations in Seattle, WA and Washington, DC,
redefine the roles and responsibilities of ECHS staff, and enhance the web-hosted
Assessment Management (WHAM) system to accommodate the comprehensive ECHS
lifecycle

EC.2 Realign Regional Safety Managers (RSMs) and associated staff from each local
Facilities and Logistics Division to the Environmental Compliance, Health, Safety and
Security Office (ECHSSO) at Headquarters

Other

OT.1 Establish a Management Support Office (MSO) to serve as the Budget Office for the
new Assistant Administrator for Management

OT.2 Assess and redesign the records management process for the Administrative
Management and Executive Secretariat (AMES)

OT.3 Provide additional study assistance for the Competitive Sourcing (CS) Program

1.6 SUMMARY TRANSITION PLAN

The transition to a function-based service delivery model represents a significant
departure from the As-Is model and will require substantial changes in the way services
are currently provided.

In an effort to manage this transition, Booz Allen recommends a phased
implementation approach over a three-year period. This timeline will allow for
aggressive yet achievable implementation schedules as well as ensure that the
organization is not kept in suspense longer than necessary. The three phases include:

This document is confidential and is intended solely for the use and information of the client to whom it is addressed.
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Phase 1.

Phase I1.

Phase I11.

The “Program Launch and Preliminary Organizational Realignment”
phase will span the first six months of the transition and begin with the
tasks necessary to support the plan through completion. This phase
represents the initial program organization and the early realignment of
the top-level organization into the function-based service delivery model.

The “Detailed Process and Organization Redesign” phase, spanning
months 7 to 18 from the outset of the plan, will include the completion of
activities for several recommendations as well as the initiation of several
of the recommendations that typically require longer implementation
timelines (e.g., competitive sourcing analysis, information technology
enhancements, etc.).

The “Final Implementation and Realization” phase takes place in months
19 to 36 months of the transition and includes the completion of several
of the function-specific recommendations as well as the refinement of the
new organizational structure. We expect several initiatives begun in
Phase II (i.e., information technology and competitive sourcing
implementation) to be completed by the end of this phase. This phase
will also be used to refine the organization structure, processes, policies,
etc. (as needed) and to review the results of the overall transition
program.

A high-level view of the three-phased approach is shown in Exhibit 1-10.

This document is confidential and is intended solely for the use and information of the client to whom it is addressed.
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Exhibit 1-10: Phased Implementation Approach
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The phases, and the sequencing of the transition activities within each phase, are meant
to ensure that any activities on the program’s critical path are completed in time to
allow for other dependent efforts to be initiated. Booz Allen has identified the most
important of these critical path activities and success factors to be:

1. Establishment of a Program Management Office (PMO) to direct the
implementation of the program with responsibility for reporting progress to the
new Assistant Administrator for Management.

2. Identification of NOAA functional leadership teams to lead the restructuring of
each administrative service and the appointment of a Transition Advisory Board
of senior NOAA and DOC executives to oversee transition activities.
Involvement by representatives of staff from all levels of the organization will be
required in planning, conducting, and evaluating the impact of transition
activities.

3. Identification of a reliable funding stream for the program, with well-defined
return on investment expectations. This will be an ongoing responsibility
requiring coordination between the program management office and NOAA
leadership.

4. Implementation of a communications and change management strategy to
ensure that staff is informed about the objectives, schedule, and management of

This document is confidential and is intended solely for the use and information of the client to whom it is addressed.
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the program. This strategy would provide an ongoing framework for two-way
communication and ensure that issues related to the transition are effectively
identified and addressed.

NOAA'’s ability to realize the benefits of the recommended service delivery model and
the ultimate success of the program as a whole will rely heavily on the organization’s
ability to manage and deliver upon these critical success factors. Failure to deliver on
one of these factors (e.g., full commitment from senior management, securing adequate
funding, etc.) would likely change the context of the recommendations, put the
program at risk, and may result in a recommendation to suspend the implementation.

For this reason, Booz Allen encourages careful consideration of these critical success
factors and has identified detailed recommendations for addressing them early in the
transition and managing them throughout the three-year implementation timeline.
Many of these success factors will be addressed by the formation of a strong program
management office (PMO) and supporting infrastructure. Once this infrastructure is in
place, the PMO will be able to identify and deploy resources to begin implementation,
begin executing a communications strategy to build awareness and understanding, and
monitor and report on progress. A more detailed description of the PMO is included in
Section 13.

1.7 SUMMARY COSTS AND BENEFITS

Consistent with Office of Management and Budget (OMB) principles, the
recommendations described in the new Concept of Operations are financially justified.
In this current age of streamlining, accountability, and "doing more with less," the
Federal Government has made vigilant financial management a high priority.
Implementing the Concept of Operations will provide NOAA with a positive return on
investment and will save NOAA millions of dollars over the long term.

Our cost benefit analysis is summarized in four parts:

e Current and future staffing levels
* Current and future operating costs
* Transition costs

* Benefits achieved

We ftirst discuss the impact on staffing levels of the proposed new Concept of
Operations. Next, we discuss the impact on operating costs. We demonstrate that
substantial reductions can be achieved with respect to both staffing levels and operating
costs if the new approach is implemented. We then identify the costs associated with
transitioning from the As-Is model to the To-Be model. Finally, we present an analysis
of the costs and benefits to be gained by committing to the new model and
implementing the transition plan.

This document is confidential and is intended solely for the use and information of the client to whom it is addressed.
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Current and Future Staffing Levels

Data on As-Is and To-Be staffing levels for government and contractor staff is presented
in Exhibit 1-11. Data is presented in the form of FTEs and is shown for all locations.
The column labeled “Current 2003” shows the staffing levels today (based on our
analysis and refinement of available ABC data). The column labeled “Final 2007”
shows the staffing levels projected if the new Concept of Operations is adopted. The
“Net Change” column indicates the total net change for staffing. As the exhibit shows,
the adoption of the new Concept of Operations would result in a net reduction of
approximately 144 government and 11 contractor staff.

Because service delivery points would change in the new model, a note on the changes
to the current ASCs may be required. Staffing numbers in the first row reflect the
changes to the FTE count for staff located in the Washington, DC Metro area. In the
current model, these FTEs are considered to be part of the DC Metro “fifth ASC.” In the
new model, these FTEs reflect the staffing level of the new Eastern Operations support
group. Similarly, FTEs in the second row are currently associated with WASC; in the
new model, these FTEs and those identified in the “MASC/Western Ops” row would
together reflect the staffing level of the Western Operations support group. FTEs
associated with the performance of headquarters functions are addressed separately in
the row labeled “HQ.”

Exhibit 1-11: As-Is and To-Be Staffing Levels

Govt FTE Current Phase| Phasell Phaselll Final Net
2003 2007 Change
DC Metro/Eastern Ops 2314 0 30.2 22.7] 284.3 52.9
WASC/Western Ops 116.7 0 11.4 17.8] 146.0 29.2
EASC 71.9 0 -40.0 -31.9 0 -71.9
CASC 118.8 0 -80.0 -38.8 0 -118.8
MASC/Western Ops 111.5 0 -40.6 -20.3 50.6 -60.9
Headquarters 267.6 0 24.3 1.0 292.9 25.3
Total 917.9 0 -94.7 -494| 773.7 -144.2
Contractor FTE Current Phasel Phasell Phaselll Final Net
2003 2007 Change
DC Metro/Eastern Ops 95.0 0 -5.4 2.3 91.9 -3.1
WASC/Western Ops 46.2 0 2.8 0.0 49.0 2.8
EASC 3.4 0 -1.1 -2.3 0 -3.4
CASC 7.6 0 -7.6 0 0 -7.6
MASC/Western Ops 8.1 0 -0.5 10.5 18.2 10.0
Headquarters 57.4 0 4.0 8.5 69.9 12.5
Total 217.8 0 -7.8 19.0f 229.0 11.2

This document is confidential and is intended solely for the use and information of the client to whom it is addressed.
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Exhibit 1-12: Overall To-Be Staffing Model- By Function

To provide further detail, we present Exhibit 1-12, which shows a breakdown of staff (in
FTEs) for the To-Be model by function.

Functional Area Western Eastern Headquarters Total Total
Operations Operations FTEs %
Acquisition
Government FTE 34.0 59.0 18.0 111.0 1%
Contractor FTE 0 0 0 0
Grants
Government FTE 0 21.0 0 21.0 20,
Contractor FTE 0 0 0 0
Finance
Government FTE 44.2 70.4 105.0 219.6 24%
Contractor FTE 0 0 16.0 16.0
Budget
Government FTE 0 0 43.0 43.0 59%
Contractor FTE 0 0 3.5 3.5
Workforce Management
Government FTE 75.5 55.5 39.5 170.5 21%
Contractor FTE 0.6 3.9 40.4 45.0
Information Technology
Government FTE 12.0 36.0 11.0 59.0 11%
Contractor FTE 3.0 34.0 10.0 47.0
Facilities
Government FTE 26.8 38.4 38.4 103.6 209,
Contractor FTE 63.5 54.0 0.0 117.5
Environmental / Logistics
Government FTE 4.0 4.0 6.0 14.0 1%
Contractor FTE 0 0 0 0
Global
Government FTE 0 0 6.0 6.0 1%
Contractor FTE 0 0 0 0
Other
Government FTE 0 0 26.0 26.0 39
Contractor FTE 0 0 0 0
TOTAL Government FTE 196.5 284.3 292.9 773.7 7%
TOTAL Contractor FTE 67.1 91.9 69.9 229.0 23%
TOTAL ALL FTE 263.7 376.2 362.8 1002.6 100%

The transition from the As-Is to the To-Be staffing model is proposed to occur over the
three years (and three phases) of the transition plan. The change in staffing levels over
time is displayed in Exhibit 1-13.
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Exhibit 1-13: Overall Impact of Staffing Across Three Phases
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Current and Future Operating Costs

The costs associated with the current and proposed operating models are provided in
Exhibits 1-14 and 1-15. As indicated in Exhibit 1-14, current annual operating costs are
$177,062,000. As indicated in Exhibit 1-15, projected annual operating costs for the new
model are $154,057,000. The difference between the As-Is and To-Be operating models
is $19,129,000 before transfers. (The term “transfers” refers to the shifting of functions
and staff out of NFA and into NOAA line offices.) This savings represents a 10.8%
reduction from the As-Is operating budget. In addition, if the finance and
administrative services organization decides to transfer certain staff to other offices as
recommended, the net cost differential in annual operating costs between the two
models is then $23,005,000. This “after transfer” reduction represents a change of 13.0%
on an annual basis.

Our analysis of current and proposed operating costs includes both direct labor and
overhead costs. NFA’s As-Is administrative overhead costs reportedly total
approximately $60.5 million per year. Booz Allen reviewed these costs to the extent
possible within NOAA's current cost accounting structure, and categorized them as
either "fixed" or "variable." "Fixed" overhead costs included IT infrastructure/support,
physical security contracts, etc.; "variable" overhead costs include transportation,
communications, etc. This categorization resulted in $49.6 million of "fixed" and $10.9
million of "variable" overhead costs in the "as-is" cost profile. Many of these costs, both
fixed and variable, could not be described by NOAA in the detail required for a
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rigorous overhead cost analysis. The details of our categorization of overhead costs are
shown in Appendix A.

In estimating the impact of restructuring on overhead (e.g., non-labor) costs, Booz Allen
conservatively assumed that "fixed" overhead costs would remain essentially
unchanged, except for costs that could be directly associated with proposed facilities
consolidation. It is clear, however, that in organizational transformations, many
"fixed" overhead costs can in fact be reduced (e.g., become "variable" costs) under new
concepts of operations. For example, service contracts can be renegotiated to reflect
new service requirements, staffing levels, physical facilities, etc. However, due
primarily to imprecision in NOAA's administrative cost accounting, we had only
limited ability to estimate the projected impact of restructuring on overhead costs, and
have therefore conservatively stated such impacts, as described above.

Exhibit 1-14: Total Annual Operating Costs for As-Is

FTE Cost FTE Cost FTE Cost FTE Cost FTE Cost FTE Cost FTE

A Cost

Government Labor 71.9] $ 7,490 118.8 11,748 111.5 11,262 116.7 12,085 231.4 23,029 267.6 27,691 917.9 93,306
Contractor Labor 34 381 7.6 921 8.1 948 46.2 5,043 95.0 8,742 57.4 7,231 217.8 23,265
Variable Overhead 631 805 1,394 371 3,620 4,068 10,889
Fixed Overhead 161 217 226 3,453 161 45,384 49,602
Total 75.4] $ 8,663 126.42 13,691 119.6 13,829 162.9 20,952 326.3 35,552 325.0 84,375 1135.6 177,062

Note: Dollars are in thousands ($000s)

Exhibit 1-15: Total Annual Operating Costs for To-Be

Western Operations Eastern Operations Headquarters Net Cost Differential Percent
FTE Cost Cost FTE Cost After Transfers * Change
Government Labor 196.5 20,114 284.3 28,643 292.9 30,654 773.7 79,411 13,895 -14.9%
Contractor Labor 67.1 6,858 91.9 8,632 69.9 8,643 229.0 24,133 (868) 3.7%
Variable Overhead 450 431 3,822 4,704 6,185 -56.8%
Fixed Overhead 265 161 45,384 45,810 3,792 -7.6%
Total 263.7 27,687 376.2 37,867 362.8 88,503 1002.6 154,057 23,005 -13.0%
Summary Gross Cost Differential Transfers to NOAA Net Cost Differential After
To-Be Before Transfers* Transfers*
Government Labor | $ 10,769 | $ 3,125 | $ 13,895
Contractor Labor $ (1,286) | $ 419 | § (868)
Variable Overhead | $ 5854 | $ 3311 % 6,185
Fixed Overhead $ 3,792 -1$ 3,792
Total $ 19,129 | $ 3,875 | $ 23,005

Notes: Dollars are in thousands ($000s)
*Gross cost differential before transfers: $19M is the actual finance and administrative services cost savings by implementing the To-
Be model
*Net cost differential after transfers: $23M is the total reduction in Operating Budget for finance and administrative services by
implementing the To-Be Model
Transfers occur within Facilities/Logistics and Information Technology
Calculations assume current workload and exclude effort for transition costs

To provide further detail, we present Exhibits 1-15 and 1-16, which show a breakdown
of the As-Is and To-Be operating costs by function.
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Exhibit 1-15: As-Is Operating Costs by Function

As-Is Operating Costs EASC CASC MASC WASC Wash DC 2 [e] Total

Acquisition $ 1270 $ 2425 $ 1,522 | $ 2,422 $ 6,006 $ 1,982 § 15,628
Grants $ - $ - $ 104 $ - $ 1,920 $ 150 $ 2,174
Finance $ 2073 $ 2241 $ 1,385 | § 2,437 $ 5942 $ 11,766 $ 25,844
Budget $ - $ - $ - $ - $ - $ 6,717  $ 6,717
Workforce Management | $ 2,529 $ 2142 $ 3,055 $ 3450 $ 3,585 $ 7,995 $ 22,755
Information Technology | $ 473 % 784 $ 2,028 $ 757 ' $ 7,652 $§ 14252 § 25,946
Facilities $ 1177 ' $ 4,600 $ 3,791 $ 7,789 $ 7,058 $ 7,334 $ 31,749
Environmental / Logistics | $ 112 $ 224 ' $ 224 $ 224 ' $ 112 $ 673 $ 1,570
Global $ 1,028 $ 1,275 | $ 1,721 $ 3,872 $ 3277 $ 12,445 $ 23,618
Other $ - $ - $ - $ - $ - $ 21,061 $ 21,061
Total $ 8663 $ 13,691 ' $ 13,829 $§ 20952 $ 35552 $ 84375 $ 177,062

Note: Dollars are in thousands ($000s)

Exhibit 1-16: To-Be Operating Costs by Function

To-Be Operating Costs Westc.ern Easte.rn Headquarters Total
Operations Operations

Acquisition $ 3,887 % 6,717 | $ 2,779 ' $ 13,383
Grants $ - $ 2,001 |$ 150 $ 2,151
Finance $ 4,288 | $ 6,724 | $ 11,766 $ 22,778
Budget $ - $ - $ 6,501 $ 6,501
Workforce Management | $ 8,175 | $ 6,314 | $ 9,996 $ 24,485
Information Technology | $ 1,547 | $ 7,652 1% 14,252 $ 23,451
Facilities $ 93411 % 8,0111$ 9,585 $ 26,937
Environmental / Logistics | $ 449 | $ 449 | $ 673 $ 1,570
Global $ - $ - $ 10,798  $ 10,798
Other $ - $ - $ 22,002 $ 22,002
Total $ 27,687 $ 37,867 $ 88,503 $ 154,057

Note: Dollars are in thousands ($000s)

Transition Costs

A summary of the transition costs required to move the organization from the current
operating model to the proposed new model are provided in Exhibit 1-17. These costs
account for more than $22.1 million in both one-time and recurring transition costs.
Costs are broken down into major cost categories, including Studies and Analysis, IT
Costs, Other Costs, and Staff-Related Costs. They are incurred over the full life cycle of
the transition. Further detail on staff-related costs is provided in Exhibit 1-18. Costs for
downsizing and re-staffing are presented for each function. Detailed recommendation-
specific cost estimates, including the transition activities, are included in Section 13-2.
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Exhibit 1-17: Transition Cost Summary Resulting from Recommendations Over
Three Years

Phase | Phase Il Phase Il Total

Studies and Analysis $ 3417293|$ 7234757 |$ 2,121450|$ 12,773,500
Program Management (includes 7 Govt / 1 Contractor FTEs) $ 617,293 | $ 1,204,157 $ 1,821,450| $ 3,642,900
Competitive Sourcing Assessment $ - $ 105,600 | $ - $ 105,600
Communications $ 100,000 | $ 200,000 | $ 300,000 | $ 600,000
Policies and Procedures Development $ 50,000 | $ 50,000 | $ - $ 100,000
Organizational Analysis and Redesign $ 1,375,000 | $ 2,025,000 | $ - $ 3,400,000
Process Analysis and Design $ 1,175,000 | $ 2,700,000 | $ - $ 3,875,000
IT Planning and Analysis $ 100,000 | $ 950,000 | $ - $ 1,050,000
IT Costs ) = $ 1,425,000 $ 1,975,000 $ 3,400,000
IT Hardware and Software (One-Time) $ - $ 850,000 ] $ 900,000 | $ 1,750,000
IT Implementation (One-Time) $ - 1% 575,000| $ 1,075,000 [ $ 1,650,000
Other Costs $ 25,000 $ 360,000 | $ 465,000 | $ 850,000
Training Development $ - $ 50,000 | $ - $ 50,000
Training (Recurring) $ - |3 200,000 | $ 300,000 | § 500,000
Travel (Recurring) $ 25,000 | $ 110,000 | $ 165,000 | $ 300,000
Staff-Related Costs $ = $ 3,057,742 $ 2,045,200 $ 5,102,941
Downsizing $ - $ 2,120,804| % 1,385,306 | $ 3,506,110
Restaffing (Relocations/Hires) $ - $ 936,938 | $ 659,894 | $ 1,596,832
Total| $ 3,442,293| $ 12,077,499| $ 6,606,650 | $ 22,126,441

Note: Actual dollars

Exhibit 1-18: Staff Transition Costs

Phase | Phase Il Phase llI Total

Downsizing Restaffing Downsizing Restaffing Downsizing Restaffing Downsizing Restaffing
Acquisition $ - $ $ 286 $ 143 | $ 286 $ 178 | $ 571 $ 321
Grants $ - $ $ 14 $ 121$% - $ - $ 14 3 12
Finance $ - $ $ 3711 $ 154 | $ 404 $ 1811 $ 775§ 335
Budget $ - $ $ - $ 24 $ - $ - $ - $ 24
Workforce Mgmt | $ - $ $ 234 % 178 | $ 363 $ 289 ( $ 597 $ 467
IT $ - $ $ 229 $ 24 (% 186 $ - $ 414§ 24
Env Compl $ - $ $ 71 $ 59 1% - $ - $ 71 $ 59
Facilities $ - $ $ 544 $ 343 $ 147  $ - $ 691 $ 343
Global $ - $ $ 371§ - $ - $ 121% 3711 $ 12
Other $ - $ $ - $ - $ - $ - $ - $ -
Total $ - $ $ 2121 § 937 1% 1,38 § 660 [$ 3506 $ 1,597

Note: Dollars are in thousands ($000s)

Benefits Achieved

Exhibit 1-19 identifies the impact on operating costs of the implementation of the
transition plan. The cumulative savings achieved in three years is based on the gross
cost differential before transfers, which totals $52.5M (FY04 constant-year dollars). The
break-even point is achieved at the end of Phase 2.
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Exhibit 1-19: Cash Flow over Three Years by Phase
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Exhibit 1-20 depicts the projected budget requirements for Finance and Administrative
Services functions during the transition period, assuming current workloads. The
bottom line shows the NFA Operating Budget, starting at $177M minus the estimated
savings per year. The top curve shows the adjusted Operating Budget plus the
estimated transition costs per year. This top line represents the total funds NFA will
need per year to reach the new To-Be model. Therefore, the area between the two
curves shows estimated transition costs.

Exhibit 1-20: Operating Budget over Three Years by Phase
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2. INTRODUCTION

This chapter reviews the study’s objectives and scope, approach and analytical
methodologies, major activities and deliverables, schedule, personnel interviewed, the
NOAA study team, and the structure of this report.

21 STUDY OBJECTIVES AND SCOPE

The National Oceanic and Atmospheric Administration (NOAA) is a bureau of the U.S.
Department of Commerce (DOC). NOAA employs approximately 12,500 people
located in approximately 700 buildings around the country.

NOAA'’s finance and administrative services organization is responsible for providing
financial and administration support to NOAA and other DOC agencies. The number
of authorized positions is approximately 1,014 people who are located in several
locations in the Washington, DC area and at four Administrative Support Centers
(ASCs) located in Norfolk, Virginia; Kansas City; Missouri; Boulder, Colorado; and
Seattle, Washington. Some staffing the Washington, DC area provide operational
services, while others provide oversight and policy services.

NOAA'’s finance and administrative services organization has been the subject of
concern for many years. In fact, at least 12 studies of its operations have been
conducted over the past 15 years resulting in few implemented changes. Today NOAA
top management is committed to rigorously analyze and streamline its operations,
taking full advantage of current technology, reconfiguring it to support current and
known future operations, and “right-sizing” it to ensure that the investment made in
financial and administrative support is consistent with its output. For example, it is not
clear that work is properly distributed between Headquarters and the field or among
the ASCs. Indeed, the extent of the existing workload is not completely known.
NOAA'’s finance and administrative services organization has gathered a great deal of
workload information during the past two years in conjunction with its Activity Based
Costing (ABC) efforts, but that effort is still being refined and the information produced
is not complete.

NOAA management has also expressed concern that while the organization includes as
many as 1,014 authorized positions, approximately 145 positions are unfilled. In
addition, very little of the staff resource is devoted to “Headquarters” activities, such as
policy making, resource allocation, oversight and planning. Most of the work done by
finance and administrative services in the Washington area is operational in nature,
leaving few available resources to engage in true policy formulation and direction.
Management seeks recommendations to address how to provide such Headquarters
activities.

In response to the above issues and concerns, in September 2003, NOAA requested that
Booz Allen Hamilton conduct a study to evaluate the current performance of its finance
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and administrative functions and provide recommendations for a new service delivery
model based on its findings. This document presents the results of this study. The
functions studied include:

+ Finance Services;

+ Budget Services;

« Acquisition Services!;

+ Grants Management;

«  Workforce Management;

+ Facilities and Logistics;

+ Information Technology Services; and

« Environmental Compliance and Health & Safety.

The study examined the activities, processes, and workload associated with the delivery
of these administrative services in ASCs and NOAA Headquarters functional offices.

NOAA requested that Booz Allen analyze the required number of administrative
service field sites, their locations, and the nature of the function that they should
perform. Such an analysis was to take full cognizance of available information
technology to mitigate the effects of distance support. Since reconfiguring field support
is a substantial endeavor with significant potential impacts on employees’ lives and
costs to the Government, NOAA management wished to be made fully aware of the
potential costs and benefits of substantial reconfiguring.

Alternative operational and configuration strategies were anticipated by NOAA to
potentially involve reassignment of functions, geographic redistribution of resources
and outsourcing of various functions. NOAA management wished to consider all
appropriate strategies, “up to and including dramatic restructuring.”

NOAA top management asked Booz Allen to make recommendations for streamlining
and reconfiguring NOAA administrative services - based upon workload data,
benchmarking analyses, and Booz Allen’s experience in similar analyses.

The results of this study have been documented in four supporting deliverables and
this Comprehensive Final Report. The supporting deliverables are:

Deliverable One: Workload Analysis
Deliverable Two: Benchmarking Study
Deliverable Three: Recommendations for Cost-Effective Service Improvement

I The DOC Bankcard Center is not included in the scope of Acquisitions Services, even though it is housed at CASC. The Director of
the Bankcard Center reports to the Director of Acquisitions at DOC and the Center supports all agencies of the Department of
Commerce. The five FTE's associated with the Bankcard Center and their associated direct costs ($497,000 per year) are excluded
from this analysis.
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Deliverable Four: Transition Plan

Substantial additional detail is provided in the above deliverables. This Comprehensive
Final Report summarizes the findings in those documents. For further information,
please consult the supporting documents.

2.2

APPROACH/AND ANALYTICAL METHODOLOGY

Booz Allen utilized a three-phased approach to accomplish the overall goals of this
study. As depicted in Exhibit 2-1, these phases were: (1) Diagnosis; (2) Design; and (3)
Transition Planning. This approach was designed to build on available data, to look
both internally at current NOAA performance and externally at the performance of
other agencies, and to utilize Booz Allen’s experience in assisting Federal organizations
in transitioning to new, more effective performance models.

Exhibit 2-1: Study Approach

Phase 1 Phase 2 Phase 3

Organizational
Realignment -

Options

Workload Analysis

Workforce Impacts ||

> Transition
Requirements
Competitive ||
Benchmarking Sourcing Options
Study
Cost-Benefit
Analysis

The purpose of Phase 1 was to review available data resources, collect additional
information to validate, modify, and extend that data, and report on our findings
with regard to workload and productivity levels for finance and administrative
functions both within NOAA and with comparable benchmarking partners. The
results of Phase 1 are summarized in Interim Deliverables One: Workload
Analysis, November 17, 2003 and Interim Deliverable Two: Benchmarking
Analysis, November 17, 2003.

The purpose of Phase 2, Design, was to identify potential organizational
realignment options, evaluate the impacts of each option on staffing levels and
distribution, and consider where outsourcing might play a role in an improved
service delivery model. The results of Phase 2 are summarized in Interim
Deliverable Three: Recommendations for Cost-Effective Service Delivery,
December 15, 2003.
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+ The purpose of Phase 3 was to address the need for a Transition Plan to move the
organization from the existing service delivery model to the proposed model.

The results of Phase 3 are summarized in Interim Deliverable Four: Transition
Plan, December 15, 2003.

The following pages summarize the key activities carried out and the analytical
methodologies employed in each phase of the project.

Phase 1: Diagnosis

Workload Analysis

The Booz Allen workload analysis team consisted of individuals who are expert in each
of the functional areas addressed, as well as individuals who are expert in ABC
analysis. Our workload analysis was performed using a methodology that was
designed to provide NOAA management with the ability to evaluate the current
distribution of labor across each functional area in an expedited timeframe. Exhibit 2-2
shows the approach we used to evaluate workload data for the eight functions
contained within the scope of this study.

Exhibit 2-2: Workload Analysis Methodology

3.2 Collect Data
from ASCs

3.1 Refine 3.3 Validate
Methodology and Analyze
and Approach ABC Data

3.2 Conduct
Interviews

In analyzing the current administrative services workload, we began by reviewing the
labor FTE, cost, and transaction volume data contained in NOAA’s Activity-Based
Costing (ABC) system, as a starting point for validating and refining these data as
necessary. Other available information sources were also leveraged, including:
interviews during site visits to the four Administrative Support Centers (ASCs);
interviews conducted at the Washington, DC “fifth ASC,” NOAA Headquarters offices;
and interviews with customers supported by NOAA'’s finance and administrative
services staff. We collected information about the current use of information
management systems to support work performance, as well as current policies and
procedures, current customers, and the issues and challenges facing administrative
services. During these visits, substantial assistance was provided to Booz Allen by
NOAA management and staff.

We recognized that NOAA has gathered a great deal of workload information during
the past two years in conjunction with its ABC efforts, and this provided a valuable
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starting point for our analysis, however, we also understand that this information is not
complete and the data collection process is still being refined. As requested by NOAA,
we used the ABC information as the basis for our workload analysis effort, verifying
and refining the information where possible, and extending the data when other
information was available. The team used information obtained from NOAA Subject
Matter Experts and information obtained through knowledge of industry best practices,
interviews, and document review as previously described. Our approach to the
validation and analysis of available ABC data is illustrated in the following Exhibit:

Exhibit 2-3: Booz Allen Approach for Validation and Analysis of ABC Data

4. Validate
ABC Data via
Site Visits

5. Normalize & 6. Include
Adjust Additional

2. Restructure
Model -Remove
nconsistencies

1. Analyze
ABC Data
Provided

3. Select Key
Activities Drive
by Costs

ABC Data Non-ABC Data

7. Create &

7. Create &

Validate
i Metrics

Validate
Metrics

v

8. Calculate
Metrics

9. Analyze
Customers
By Function

10. Prepare
Summary
Analysis

Step 1: Analyze ABC Data Provided

ABC data for 2001 was not available. Our analysis was based on data available for the
tull fiscal year for 2002 and the first half of fiscal year for 2003 (as of March 31, 2003).
Since complete year-end 2003 ABC data was not available during the time available for
the study, each Booz Allen functional team identified current FTE counts by using
several inputs, including 2002 “actuals,” 2003 data where available, and information
collected in interviews and available documentation. The adjusted FTEs provided for
2003 in our study represent a well-informed identification of the current labor
associated with each functional area. Therefore, all 2003 data presented in this study
should be viewed as the current workload/FTEs for NOAA Finance and
Administration.

Step 2: Restructure ABC Model by Removing Inconsistencies

The Booz Allen team reviewed the ABC data and identified inconsistencies in the
model. These inconsistencies included differences in the way costs and hours were
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collected against activities over different years. The organization began collecting ABC
data in 2001. As the ABC collection efforts matured, changes were made to the account
structure between 2002 and 2003 to better capture activities. However, this change in
the activity account structure made it difficult to compare the data across fiscal years.
In addition, at the process level, several activities could not be aligned with respect to a
common reference number in the years 2002 and 2003. In many instances, activities
were added, combined and/or dropped entirely across years. Our conversations with
the NOAA ABC team confirm that the organization is aware that the overall ABC
structure has not been consistently applied in tracking costs across years in the IT,
facilities, and finance functional areas. These inconsistencies are not unusual. NOAA is
typical of Federal Agencies that adopt an ABC approach. It generally takes several
years to refine the ABC methodology, and the consistency and reliability of the data
collected can be expected to increase over time.

Documented assumptions and notes on the ABC data were not available, so previous
studies were reviewed to gain an understanding of the ABC data structure. The NOAA
ABC team contributed greatly to our understanding of the data. The Booz Allen team
mapped the 2002 activities to the 2003 activities. It is important to note that where 2002
data is presented in this report, it directly reflects our best understanding of the 2002
ABC data. When 2003 data is presented, it reflects our best understanding of the
current workload and associated costs. Our understanding of the 2003 data was
informed by any available ABC data for 2003, as well as information obtained through
interviews with NOAA staff and the use of relevant documents. The 2003 data
presented in this report may be best described as “adjusted” workload and transaction
data, which has been modified to reflect our understanding of the present state.

Step 3: Select Key Activities Driven by Costs

The NFA “Catalog of Services” lists all functional areas, processes within functional
areas, and activities within processes. This served as the universe of activities for the
project. An analysis was conducted to identify those activities that contributed to the
top eighty percent of the cost of providing services for each functional area. These were
the activities our study focused on. An example of this analysis is shown in Exhibit 2-4,
using Acquisition Services:

Exhibit 2-4: Pareto Analysis

FUNCTIONAL CATEGORY: ACQUISITION SERVICES

Function Process Total ($) Percentage (%)
ACQ-50100 Pre-Award and Award Contracts 1,336,150 22
Acqt'11s1t10n Pre-Award and Award Simplified 1,264,615 19
Services Acquisitions and Order
Provide Contract Administration 1,123,935 12
Perform Acquisition Planning 666,040 11
Provide Admin for Simplified 558,151 9
Acquisition and Orders

ACQ-50200 Provide Purchase Card 140,673 5
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FUNCTIONAL CATEGORY: ACQUISITION SERVICES

| Function Process __ Total (§)  Percentage (%)

Delegated Administration
Procurement

Authority and
Purchase Card
ACQ-50300 Provide Customer Services 141,981 2
Bank Card
Services

Total $5,231,545 80%

Step 4: Validate ABC Data Via Site Visits

Using available information, Booz Allen validated the ABC data. Where necessary, we
made assumptions and adjusted the data. We have documented our adjustments in this
section and within each section describing a functional area.

Initiatives to collect ABC data require a sustained effort with adequate buy-in from
those that provide the data. During our interviews, some finance and administrative
staff members indicated that they understood how the ABC data was compiled and
stated that they believed that the data reflected their activities rather well. However,
other staff members indicated that they believed costs, FTEs, and transaction data did
not reflect their activities with complete accuracy. We also understand this data has not
been validated at the business line levels.

The adjusted FTEs in the As-Is analysis were also reconciled against the CAMS data by
function across all support centers. Based on this staffing report the validated FTEs
were within 1.1% of the overall staffing levels within CAMS.

Steps 5 & 6: Normalize and Adjust ABC Data and Include Additional Non-ABC Data

While Booz Allen attempted to validate the data, we needed to make certain
adjustments to refine the FTE data and structure of the ABC model through a
normalization process detailed in the diagram in Exhibit 2-5. Adjustments were made
only when we had a clear indication of the degree and type of change that was needed.
All adjustments to the data were carefully tracked. In addition to refining the ABC
data, we also expanded the data by including additional information not captured from
the site visits. General and Administrative activities were also identified as expenses
throughout the ABC model in order to identify direct labor costs.

NOAA's As-Is administrative overhead costs reportedly total approximately $60.5
million per year. Booz Allen reviewed these costs to the extent possible within NOAA's
current cost accounting structure, and categorized them as either "fixed" or "variable."
"Fixed" overhead costs included IT infrastructure/support, physical security contracts,
etc.; "variable" overhead costs include transportation, communications, etc. This
categorization resulted in $49.6 million of "fixed" and $10.9 million of "variable"
overhead costs in the "as-is" cost profile. Many of these costs, both fixed and variable,
could not be described by NOAA in the detail required for a rigorous overhe