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MESSAGE FROM THE DIRECTOR

November 2010

On behalf of the Office of D.C. Pensions, | am pleased to
present the Fiscal Year 2010 Annual Report, which highlights
significant program results for this year and plans for upcoming
years.

Pursuant to the Balanced Budget Act of 1997, as amended, the
Office of D.C. Pensions is responsible for carrying out the Secretary of the Treasury's
responsibility to fund and administer the District of Columbia Judges' Retirement Plan and the
federal portion of the District of Columbia Teachers’, and Police Officers’ and Firefighters’
Retirement Plans. As of September 30, 2010, the District of Columbia Judicial Retirement and
Survivors Annuity Fund, and the District of Columbia Federal Pension Fund held assets totaling
$4.0 billion. During FY 2010, the Office of D.C. Pensions paid $528 million in federal benefit
payments to approximately 13,700 annuitants and refunds of employee contributions totaling
$0.4 million were made to former active employees or their beneficiaries.

During fiscal year 2010, the Office of D.C. Pensions increased its focus on oversight and
management of the D.C. Pensions Program. To accomplish this, the Office continued to expand
its quality program to increase its review over certain types of benefit payments; executed its
System to Administer Retirement (STAR) long-term architectural plan by implementing critical
hardware and database upgrades; ensured compliance with federal requirements by successfully
renewing the STAR system security certification and accreditation; implemented significant
STAR user enhancements; made significant progress in the reconciliation of past District Benefit
Payments; and provided successful stewardship of pension funds.

For the 12" consecutive year, an independent public accounting firm rendered an unqualified
opinion on the fiscal year 2010 financial statements of the Office of D.C. Pensions. This was
accomplished through our partnership with the District of Columbia Retirement Board, the
Bureau of the Public Debt, and other Department of the Treasury and District entities. Through
the same partnership, the Office has begun addressing the control deficiencies identified in the
auditor’s report and establishing corrective action plans.

The Office of D.C. Pensions continues to identify activities to support long-term strategic focus
areas that will uphold the Office’s goals and objectives to provide successful stewardship of the
pension funds, high quality benefit administrative services and effective use of resources.
Identifying these focus areas will provide quality service to the annuitants through strong
partnerships with all entities supporting the D.C. Pensions Program.

flane, 1] o

Nanc/A. Ostrowski, Director
Office of D.C. Pensions
Department of the Treasury
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Part 1:

Management'’s
Discussion and
Analysis







MANAGEMENT'S DISCUSSION AND ANALYSIS
FISCAL YEAR 2010

Vision:

The vision of the Office of D.C. Pensions is successful stewardship of the pension funds; high
quality benefits administration services; and effective use of program resources, while fostering
mutually beneficial relationships with our business partners at the District of Columbia, the Bureau
of the Public Debt, and other Treasury entities.

Mission:

The mission of the Office of D.C. Pensions is to implement the Secretary's responsibilities under
Title XI of the Balanced Budget Act of 1997, Public Law 105-33 (111 Stat. 251, 712), as amended.
The responsibilities are to make timely and accurate benefit payments associated with the District of
Columbia retirement programs for police officers and firefighters, teachers and judges by managing
investments, providing oversight and program management, and ensuring funding is available for
future payments.

Introduction

Statutory Basis and Responsibilities

Under provisions in Title XI of the Balanced Budget Act of 1997, as amended (the Act),
the Secretary of the Treasury (the Secretary) assumed certain responsibilities for a specific
population of annuitants under the following District of Columbia (the District) retirement
plans: the Police Officers’ and Firefighters’ Retirement Plan, the Teachers’ Retirement
Plan, and the Judges’ Retirement Plan. Specifically, the Secretary is responsible for
administering the retirement benefits earned by District teachers, police officers, and
firefighters based upon service accrued prior to July 1, 1997, and retirement benefits earned
by District judges, regardless of when service accrued.

The Secretary’s responsibilities include: (1) making accurate and timely benefit payments;
(2) investing fund assets; and (3) funding pension benefits. To carry out these
responsibilities, the Department of the Treasury’s (Treasury) Office of D.C. Pensions (the
Office) engages in a wide range of legal, policy and operational activities in the areas of
benefits administration, information technology, financial management and program
management. The Office coordinates with many District entities and stakeholders to
administer its responsibilities.

All benefit payments that are the responsibility of the Treasury under the District retirement
programs are referred to herein as Federal Benefit Payments. All benefit payments to
which an individual is entitled under the District of Columbia Replacement Plan
(pertaining to police officers, firefighters, and teachers based upon service accrued after
June 30, 1997) are referred to as District Benefit Payments. Benefits partially paid by
Treasury and partially paid by the District of Columbia are referred to as split benefits.



Organizational Structure and Staffing

The Office reports to the Deputy Assistant Secretary for Human Resources and Chief
Human Capital Officer (DASHR). The DASHR reports to the Assistant Secretary for
Management and Chief Financial Officer (ASM/CFQO). ASM/CFO reports through the
Deputy Secretary to the Secretary of the Treasury.

The Office structure consists of three key functional areas: benefits and systems
administration, finance and resource administration, and program management.

Benefits and Systems Administration: The Office provides oversight of the benefit
administration functions for certain District of Columbia retirement plans. The Office
also operates and maintains the System to Administer Retirement (STAR), an
automated pension/payroll system, in support of benefits administration.
Approximately $591 million in Federal and District Benefit Payments were made to
13,828 annuitants as of September 30, 2010.

Finance and Resource Administration: The Office is responsible for financial and
administrative activities related to the benefit administration functions it oversees. The
Office manages and accounts for net investments in Government Account Series (GAS)
securities in the federal pension funds totaling approximately $4.0 billion as of
September 30, 2010. The Office also performs an annual actuarial valuation to
determine the pension liability of the retirement programs and the annual contribution
from the Treasury General Fund into the District of Columbia Teachers, Police Officers
and Firefighters Federal Pension Fund (D.C. Federal Pensions Fund) and the District of
Columbia Judicial Retirement and Survivors Annuity Fund (Judicial Retirement Fund).

Program Management: The Office provides oversight of its responsibilities through
special project management and a quality assurance program, which ensures internal
program areas and Treasury/District stakeholders meet quality standards.

As of September 30, 2010, 21 Treasury positions were funded from the D.C. Federal
Pensions Fund and the Judicial Retirement Fund. In addition, the Office funds and
receives support from other Treasury offices, the Office of General Counsel, and the
Procurement Services Division.

Pursuant to a reimbursable services agreement, Treasury’s Bureau of the Public Debt
(BPD), Administrative Resource Center (ARC), performs: systems administration and
hosting for the automated pension/payroll system, accounting, and annuity payroll
services.

Since September 26, 2005, the District of Columbia Retirement Board (DCRB) serves
as the interim benefits administrator for the Police Officers’ and Firefighters’, and
Teachers’ Retirement Plans. The Office reimburses DCRB for expenses associated
with administrating the Federal Benefit Payments. Also, as of that date, the Office
assumed benefit administration responsibility for the Judges’ Retirement Plan.



Executive Summary

During Fiscal Year (FY) 2010, the Office of D.C. Pensions (the Office) successfully
worked with the District of Columbia Retirement Board (DCRB), Treasury’s Bureau of the
Public Debt (BPD), and other Treasury entities to carry out its responsibilities under the
provisions in Title XI of the Balanced Budget Act of 1997, as amended.

As part of the Office’s increased focus on oversight and management, the Office continued
a series of STAR User Forums designed for end-users to discuss and share pension and
payroll-related matters and recommend process improvements. During FY 2010, user
initiated enhancements were implemented. These changes reduced data entry keystrokes
and eliminated redundant data entry. These modifications were proposed, tested and
evaluated by end-users and the response to the implementation has been overwhelmingly
successful.

The Office developed a System to Administer Retirement (STAR) long-term architecture
plan in FY 2009. Implementation of the plan continued during FY 2010 with a
replacement of all existing hardware, and it also included a STAR database upgrade to
Oracle 11g. The new database version is needed to support a FY 2011 Oracle/PeopleTools
8.5 software upgrade and an Oracle/PeopleSoft 9.1 application upgrade in FY 2012. The
STAR long-term architecture plan will be updated in FY 2011 to prepare for the next three
to five years.

In addition, the Office worked with the BPD IT Team to renew the STAR system security
certification and accreditation (C&A) ensuring compliance with Federal system security
requirements. The STAR system received the “authorization to operate” from the Office’s
management.

During FY 2010, the Office continued to work closely and met regularly with DCRB and
the District to inform all parties of the previously agreed upon Reconciliation requirements
and to keep them updated on the progress of the project.

The Office provided successful stewardship of the pension funds, high quality benefit
administration services and effective use of resources through relationships with DCRB
and BPD. For the 12" consecutive year, the Office received an unqualified audit opinion.

In FY 2011, the Office plans to continue to identify activities to support long-term strategic
focus areas, the expansion of its oversight and quality program related to benefits, payroll,
and system operations. The Management Discussion and Analysis provides more details
about the FY 2010 program results and plans for future years.



Strategic Goals, Objectives, Outcomes, and Performance
Measures

The Office of D.C. Pensions (the Office) has three Strategic Goals that contribute to the
achievement of two of the Department of the Treasury’s (Treasury) Strategic Goals.

1. Office Strategic Goal: Effectively Managed Finances

Office Outcomes:

= Benefit payments are accurate and timely

= Pension funds are effectively invested

= Pension funds are effectively financed

= Pension funds meet future needs

Treasury Strategic Goal: Effectively Managed U.S. Government Finances

2. Office Strategic Goal: Management and Organizational Excellence

Office Outcomes:
= Program is effectively managed

Treasury Strategic Goal: Management and Organizational Excellence
3. Office Strategic Goal: Effective Quality Assurance Program

Office Outcomes:
= Program creates continuous improvement

Treasury Strategic Goal: Management and Organizational Excellence

The following table displays the Office’s Strategic Goals, Objectives and Outcomes with a
link to the two Treasury Strategic Goals. It also identifies the Office’s Performance
Measures and Results.



Office of D.C. Pensions Strategic Goals, Objectives, Outcomes, and Performance Measures

Fiscal Years 2010 — 2012

Fiscal Year 2010

Treasury Goals and Objectives

ODCP Strategic Goals, Objectives, and Outcomes

ODCP Performance

Measures
Treasury Treasury ODCP ODCP ODCP ODCP
Strategic Goal Strategic Objective | Strategic Goal Strategic Objective Outcomes Performance Measure
Effectively Managed | Cash resources are Effectively Skilled staff and technology Benefit payments are | New annuitant benefit
U.S. Government available to operate Managed are available to administer accurate and timely calculation error rate
Finances the government Finances benefits Target: 5% or less

Actual: 6.62%

STAR is available to users
Target: 98% or more
Actual: 99.8%

Skilled staff and funds are
available to manage financial
activities

Pension funds are
effectively invested

Investment strategy
developed timely

Target: Third week of
September

Actual: September 16, 2010

Investment strategy
implemented timely
Target: 100%
Actual: 100%

Pension funds are
effectively financed

Minimum daily cash
balance equivalent to two
months of benefit payments
Target: 100%

Actual: 99.9%

Annual Contribution from
General Fund received into
the D.C. Federal Pension
and Judicial Retirement
Funds

Target: September 30, 2010
Actual: September 23, 2010




Fiscal Years 2010 — 2012 Fiscal Year 2010

ODCP Strategic Goals, Objectives, and Outcomes

Treasury Goals and Objectives

ODCP Performance

(continued)

(continued)

Measures
Treasury Treasury ODCP ODCP ODCP ODCP
Strategic Goal Strategic Objective | Strategic Goal Strategic Objective Outcomes Performance Measure
Effectively Managed | Cash resources are Effectively Skilled staff and funds are Pension funds are Monthly payments made to
U.S. Government available to operate Managed available to manage financial | effectively financed annuitants by the first
Finances (continued) | the government Finances activities (continued) (continued) business day of the month

Target: 100%
Actual: 100%

Electronic payments made
to annuitants

Target: 95%

Actual: 94.9%

Vendor payments made
timely

Target: 100%

Actual: 99.2%

Pension funds meet
future needs

Actuarial calculation of
annual contribution from
General Fund prepared
timely

Target: November 16, 2009
Actual: October 29, 2009

Management and
Organizational
Excellence

Enabled and effective
Treasury Department

Management and
Organizational
Excellence

Skilled staff and management
tools are available

Program is
effectively managed

Office employees received

timely annual performance

plans and quarterly reviews
Target: 100%

Actual: 100%

Financial Statement Audit
Opinion received from an
independent external
auditor

Target: Unqualified opinion
Actual: Unqualified opinion




Fiscal Years 2010 — 2012 Fiscal Year 2010

Treasury Goals and Objectives ODCP Strategic Goals, Objectives, and Outcomes I(\)/Ilgglslzrlzirformance
Treasury Treasury ODCP ODCP ODCP ODCP
Strategic Goal Strategic Objective | Strategic Goal Strategic Objective Outcomes Performance Measure
Management and Enabled and effective | Management and | Skilled staff and management | Program is Annual Report and
Organizational Treasury Department | Organizational tools are available effectively managed | Financial Statements
Excellence (continued) Excellence (continued) (continued) prepared timely
(continued) (continued) Target: December 15, 2009
Actual: November 16, 2009
Open financial management
material weaknesses or
corrective actions as of
September 30
Target: 0
Actual: 0
Actuarial valuation
completed timely
Target: November 16, 2009
Actual: October 29, 2009
Effective Quality | Quality plans are operational | Program creates Quality assurance plans
Assurance in each area continuous developed by October 1
Program improvement Target: 100%
Actual: 100%




Benefit payments are accurate and timely

Program Results
a. Benefits Administration

General Operations

Benefits administration services were provided to 13,828 annuitants, as of

September 30, 2010, in three District of Columbia retirement plans: the Police Officers’
and Firefighters’ Retirement Plan, the Teachers’ Retirement Plan, and the Judges’
Retirement Plan. The annuitant population within each plan is as follows: teachers, 6,129;
police officers and firefighters, 7,617; and judges, 82.

Judges 0.6%

Teachers

Police/Fire 44.3%

55.1%

In FY 2010, the monthly Federal and District Benefit Payments averaged $49.3 million,
which is $0.8 million higher than the previous year. During the year, all payment files
were submitted on time ensuring timely payment of annuitant benefits by the first business
day of the month. With oversight and support by the Office of D.C. Pensions (the Office),
the District of Columbia’s Retirement Board (DCRB) performed benefits administration
services for the Police Officers’ and Firefighters’ Retirement Plan and the Teachers’
Retirement Plan, while the Office performed benefits administration for the Judges’
Retirement Plan.

General operations focus largely on transaction processing and customer service activities.
On a monthly basis, the transaction processing represents a variety of activities from
processing new retirements and/or survivor benefits, to terminating those no longer
eligible, and to updating annuitants’ personal and benefits information.

FY 2010 Average Monthly Processing in Key Areas
Customer Service Activity Monthly Volume
New Retirements 29
Beneficiaries/Estates 17
Purchase of Service 3
Direct Deposit Changes 50
New Survivors 10
Qualified Domestic Relations Orders (QDRO) 1
Refunds 29
Tax Changes 156




Equally important to transaction processing is customer service. The DCRB customer
service team performed a wide range of activities, including resolving annuitant inquiries.

In FY 2010, the average monthly support from the customer service team included:

= Answering Calls — 1,219 per month
= Servicing Walk-ins — 50 per month

The Office encourages annuitants to receive benefits through direct deposit. Direct deposit
is a more convenient, secure and timely method of delivering benefits. At fiscal year end,
the Electronic Funds Transfer (EFT) participation rate for annuitants in all retirement plans
was 94.9%, resulting in a 0.4% increase from the previous year. The table below illustrates
the EFT participation rates for annuitants by retirement plan.

Percentage of EFT Participation
Annuitants 2010 2009
Police/Fire 93.9% 93.6%
Teachers 96.1% 95.6%
Judges 98.8% 98.7%

In FY 2010, a variety of outreach efforts provided accurate and timely information to
annuitants, including:

= Letters notifying annuitants when their benefits changed

= Earning statement messages alerting annuitants to changes (such as a cost-of-living
adjustment) or opportunities (e.g., signing up for direct deposit)

= DCRB newsletter (which provides important plan information for active and retired
police officers, firefighters, and teachers)

Annuitant Satisfaction

In FY 2010, DCRB continued to reach out to annuitants for feedback regarding customer
satisfaction. The annuitant survey form asked participants to rate the patience,
professionalism, knowledge, responsiveness, and courteousness of the person with whom
the annuitant spoke. In addition, the survey asked how satisfied the caller was with the
process, their overall experience with the Member Services Center, their wait time, and
their perception of the customer service representatives’ ability to understand their issue
and help them. Ratings range from 1 (excellent) to 5 (poor). Responses from the
annuitants surveyed indicated that the services provided were excellent.



Annuitant Payroll Operations

Treasury’s Bureau of the Public Debt, Administrative Resource Center (BPD/ARC)
provides a variety of services to the Office including annuitant payroll operations, mail
management, and split benefits reporting.

BPD/ARC utilizes the System to Administer Retirement (STAR), the automated pension/
payroll system that supports benefits administration and payroll operations, to process
monthly Federal and District Benefit Payments. BPD/ARC works closely with DCRB to
process monthly annuity payments and associated insurance carrier payments. BPD/ARC
is responsible for reconciling the payroll reports generated from STAR to ensure the
retirement payroll is processed correctly. In FY 2010, BPD/ARC staff made 165,136
benefit payments totaling approximately $591 million for a monthly average of nearly
$49.3 million.

BPD/ARC also provides mail management support to ensure that monthly earnings
statements and other annuitant communications are distributed in an efficient and timely
manner. In FY 2010, BPD/ARC issued approximately 180,000 earnings statements and
letters to approximately 13,828 annuitants.

BPD/ARC is responsible for reporting the share of Federal and District Benefit Payments.
This information calculated by STAR and is included in the Split Reimbursement
Summary Report (SRSR). BPD/ARC completes the preparation of the SRSR, reconciles
the report to monthly STAR payment activity, and makes adjustments to the report to
account for non-STAR activities, such as debt collection. This report supports the
reimbursement to Treasury from DCRB for District Benefit Payments.

Special Benefit Administration Projects

Annuitant Verification Project

During FY 2010, the Office continued its Annuitant Verification Project to identify, reduce,
and recapture erroneous retirement benefit payments issued after the death of an annuitant.
As part of this project, the Office contacted 410 annuitants to confirm that retirement
benefit payments were received by the intended recipients. As a result of this project, the
Office was able to confirm that 99.8% of the 410 benefit payments were received by the
intended recipients.

The project, which was initiated in FY 2009, aligns with the objectives set forth by the
President in Executive Order 13520 of November 20, 2009, and the President’s
Memorandum related to Enhancing Payment Accuracy dated June 18, 2010. In FY 2011,
the Office will continue its efforts to reduce erroneous payment by establishing the
Annuitant Verification Project as a recurring activity.
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Electronic Funds Transfer

During FY 2010, the Office continued its efforts to increase participation in Electronic
Funds Transfer (EFT) realizing a slight increase in participation from 94.5% in FY 20009,
t0 94.9% in FY 2010. In addition to promoting the use of EFT throughout the year, the
Office reviewed EFT statistics and trends to identify areas for improvement. In FY 2011,
the Office will focus its efforts on increasing EFT enrollments for new annuitants.

D.C. Survivor Legislation

The “Retired Police Annuity Amendment Act of 2008 improved retirement benefits
related to the death of a D.C. police officer or firefighter. The legislation (A17-0625)
passed Congress on March 21, 2009, and was retroactive to January 1, 2009.

Before enactment of the legislation, the commencement date of an annuity for a survivor
was the first of the month in which the retired police officer or firefighter died. The
legislation shifted the commencement date for the survivor annuity forward to the first day
after the retiree’s date of death. This results in an increased payment to the retiree’s
beneficiary and a decreased payment to the survivor for the month of the retiree’s death.
The increase in retirement benefits resulting from this legislation is the full responsibility of
the District.

STAR was updated October 28, 2009, to make future survivor and beneficiary payments in
accordance with the new legislation. The cost for implementing the legislation in STAR
was also the full responsibility of the District. Once STAR was updated, the Office
conducted a project to determine amounts owed to the 94 affected beneficiaries whose
benefit payments were processed before October 28, 20009.

Scanning Retirement Benefit Records

DCRB is in the process of implementing a document imaging and workflow management
system for retirement benefit records with support from the Office. The scanning project
will enable more reliable preservation of retirement records and provide immediate access
of retirement records at the user’s desktop. The first phase of this project involved
scanning 3.4 million images for retirement records dating over many decades.

DCRB completed the scanning of all participant case files and is now in the process of
scanning additional documents that accumulated as the older files were being scanned.
This activity is expected to be completed early in FY 2011. In addition, by the end of the
first quarter of FY 2011, all scanned documents will be indexed and a quality review will
be performed. The final phase of the project is expected to begin during the second quarter
of FY 2011 and will consist of implementing workflows to route scanned images to the
next appropriate destination within the benefit determination process.
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Paperless Earnings Statements

The Office continues to look for new and innovative ways to cut spending. In FY 2011, the
Office will explore options for delivering paperless earnings statements as a means of
reducing associated printing and mailing costs. As a result of this project, the Office
expects to be able to provide annuitants with the option of receiving earnings statements
via mail or electronically.

STAR Training Tools Assessment

The Office has developed STAR training tools to assist users perform benefit
administration activities. Currently, these training tools include a combination of
computer-based training, on-line help, and training manuals and additional documentation.
In FY 2011, the Office will be performing an assessment of the performance of these
training tools and delivery methods.

b. System to Administer Retirement (STAR)

General Overview

STAR is an automated pension/payroll system. Developed by the Office in cooperation
with the District, STAR supports the end-to-end business processes for retirement,
streamlines the administration and payment of pension benefits to annuitants, and enhances
customer service. STAR enables pension analysts to quickly access information and
provide annuitants with real-time customer service. In addition to processing retirements,
STAR calculates the share of Federal and District Benefit Payments.

STAR is based on Oracle/PeopleSoft’s off-the-shelf software for human resources,
pensions, and payroll administration. The STAR implementation was phased and deployed
in bundles known as releases.

» Release 1 of STAR was implemented in December 2002 to serve all annuitants of the
Judges’ Retirement Plan.

= Release 2 of STAR was implemented in September 2003 to serve teachers, police
officers, and firefighters who retired on or before June 30, 1997, and their survivors.

= Release 3 of STAR, which supported annuitants who retired on or after July 1, 1997,
including newly retired teachers, police officers and firefighter retirees, and their
subsequent survivors, was deployed in August 2005.

» Release 4 of STAR started the implementation of the split benefit calculation to enable
STAR to calculate the federal and District share (split) for benefit payments. Release 4
was implemented in June 2007 to calculate the split for future payments to those
annuitants who were brought into pay status on or after June 4, 2007. This release also
included an upgrade of Oracle/PeopleSoft from version 8.0 to 8.9.

»= Release 5 of STAR was implemented in November 2007 and completed the
implementation of the split benefit calculation.
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The split benefit calculation involved three phases of work. These phases were
implemented with STAR Releases 4 and 5 as follows:

= Phase 1 was deployed as an integral part of STAR Release 4. It enabled STAR to
calculate the split benefits for annuitants brought into pay status beginning in
June 2007.

= Phase 2 was completed as part of STAR Release 5. The split was calculated for future
benefit payments to annuitants whose initial retirement processing took place in STAR
between August 2005 and June 2007.

» Phase 3 was completed as part of Release 5 and calculated the split for the future
benefit payments to annuitants who retired after June 30, 1997, and whose initial
retirement processing took place in the District’s legacy system, PAPS or Pension
Administration and Payroll System. These annuitants were converted into STAR in
August 2005 as part of Release 3.

STAR Technical Production Support and Hosting

System hosting and technical production support for STAR is performed by Treasury’s
Bureau of the Public Debt (BPD). Since September 2003, BPD staff members have
provided production support activities, including routine system operations, application and
database administration, help desk operations, and problem resolution. In FY 2010, STAR
was available to the user population 99.84% of the time. A supplemental support contract
is also in place to provide assistance to BPD in both operations and maintenance activities.

STAR System Security

In FY 2010, the STAR system renewed its third security Certification and Accreditation
(C&A). The C&A is a process that ensures that systems and major applications adhere to
formal and established security requirements that are well documented and authorized. A
C&A is required by the Federal Information Security Management Act (FISMA). All
systems and applications that reside on U.S. government networks must go through a
formal C&A before being put into production, and every three years thereafter. The
certification effort is the comprehensive and continual testing and evaluation of the
management, operational, and technical controls of an IT system. The accreditation is the
official management authorization to operate an IT system and to explicitly accept the risk
to agency operations, agency assets, or individuals based on the implementation of security
controls. As part of continuous monitoring, a Security Test and Evaluation (ST&E) is
required to be conducted annually in years when a C&A is not conducted. The ST&E is
also performed to satisfy federal requirements that executive agencies periodically review
the security controls in their information systems.

In preparation for the C&A, the Office reviewed the results of previous ST&Es and began a
STAR System Security Improvement Project (SSIP). The objective of this project was to
address any potential security vulnerabilities identified in the ST&E reports and to improve
the quality of STAR security documentation.
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During FY 2010, the STAR Security Management program was developed within the
Office to monitor the resolution of a plan of action, milestones, and any audit findings
around the STAR system. In addition, the program oversees changes to the STAR
hardware configuration, access levels, and system upgrade needs. The implementation of
the program has enabled the Office to be more proactive in resolving STAR security issues.

STAR Long-Term Architectural Plan

In FY 20009, the Office developed a long-term architecture implementation plan to enable
management to ensure the system architecture continues to meet business goals and
objectives. Phase 1 of the STAR long-term architectural plan delineates the STAR upgrade
path for FY 2009 to FY 2011. The implementation of the plan began in FY 2009 and
continued during FY 2010 with a replacement of the hardware. The hardware replacement
also included a STAR database upgrade to Oracle 11g. The new database version is
needed to support a FY 2011 Oracle/PeopleTools 8.5 software upgrade and an
Oracle/PeopleSoft 9.1 application upgrade in FY 2012. Additional software upgrades will
be needed in future years to maintain vendor support. Phase 2 of the STAR long-term
architecture plan will be developed in FY 2011 to prepare for the next three to five years.

Operational Process Improvements and Enhancements

A program review of STAR technical support was completed in early FY 2010. The
program review identified opportunities for process improvements and efficiencies in the
areas of STAR requirements management, configuration management, and testing. The
Operational Process Improvements and Enhancements (OPIE) project began in FY 2010 to
address the recommendations from the program review to minimize overall operational
risks to the STAR system by improving technical support processes and procedures..

In FY 2011, the OPIE project will continue to address the areas of configuration
management, release management and testing. The Office will begin to look at
development standards, requirements management, metrics and quality measures.

STAR Contingency Plan

The Office has established a STAR Contingency Plan to address potential disruptions in
service. As required by the plan, the Office routinely conducts contingency site tests to
verify the accuracy and integrity of the data and functionality of the contingency system.
The required annual contingency test for FY 2010 involved the execution of a table-top
exercise with the Office and BPD. The exercise simulated a contingency scenario and
successfully tested user response procedures.

Change Control Board (CCB)

The Office established the STAR Change Control Board (CCB) in FY 2002 as the
approving authority for all system changes. The CCB evaluates the costs, benefits, and
risks associated with any proposed change; makes a determination as to whether or not the
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proposed change should be implemented; and establishes the priority for each approved
change,. The CCB process enhances internal controls and accountability for new proposed
changes. Changes are categorized as either a Change Request (CR) or as a Configuration
Item Change Request (CICR).

A CR generally addresses a major project such as a new release or an upgrade, or a
significant change in direction or activity. CRs are reviewed by an Advisory Committee
and must be approved by the STAR CCB. There was one CR carried over from FY 2009
and four CRs submitted during FY 2010. Of the five CRs, two were completed this fiscal
year, the first to implement modifications and enhancements identified by users as part of
the STAR User Forum and the second to perform a feasibility analysis of a future
PeopleTools upgrade. One CR is in progress and is expected to be completed early in

FY 2011. No work was performed on the remainder two CRs as one CR was withdrawn,
and the other one was placed on hold.

A CICR typically addresses a change with a lesser impact to the system. Three CICRs
were carried over from FY 2009 and were completed in early FY 2010. During FY 2010,
23 CICRs were approved. Of the 23 approved, 19 CICRs were completed, three were in
progress, and one was on hold pending further information.

Pension Funds are effectively invested, financed and meet future needs

Program Results
a. Pension Funds

Pursuant to the District of Columbia Retirement Protection Improvement Act of 2004,
Public Law 108-489, the Office of D.C. Pensions (the Office) administers Federal Benefit
Payments through two funds:

= The District of Columbia Teachers, Police Officers, and Firefighters Federal
Pension Fund (D.C. Federal Pension Fund) makes Federal Benefit Payments and
pays necessary administrative expenses for the Police Officers’ and Firefighters’, and
Teachers’ Retirement Plans. The D.C. Federal Pension Fund is not a typical pension
fund in that it does not receive employee and employer contributions. The sources of
funding for the D.C. Federal Pension Fund are: payments from the District of Columbia
Retirement Board (DCRB); an annual federal payment amortizing the unfunded
liability assumed from the District and any additional liabilities; and interest earned on
investments.

» The District of Columbia Judicial Retirement and Survivors Annuity Fund
(Judicial Retirement Fund) accumulates funds to finance Federal Benefit Payments
and necessary administrative expenses of the Judicial Retirement Plan. There are three
funding sources for the Judicial Retirement Fund: employee contributions; an annual
federal payment amortizing the unfunded liability assumed from the District and any
additional liabilities; and interest earned on investments.
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b. Deposits
Warrants

As authorized by the Act, the D.C. Federal Pension Fund and the Judicial Retirement Fund
receive annual payments from the Treasury General Fund to fund covered expenses for the
year and amortize the unfunded liabilities of the retirement programs assumed by the
Federal Government over 30 years, the annual net experience gains or losses over 10 years,
and any annual changes in actuarial liabilities over 20 years. The annual payment to the
Judicial Retirement Fund also includes amounts necessary to fund the normal cost of the
retirement program.

In accordance with the Act, the annual payments to the funds are made in September each
year and are invested in Government Account Series (GAS), non-marketable Treasury
securities, with maturities consistent with the expected payment dates of the pension
liabilities. In FY 2010, $519.2 million was deposited into the D.C. Federal Pensions Fund
and $8.0 million was deposited into the Judicial Retirement Fund. In FY 2009,

$400.3 million was deposited into the D.C. Federal Pension Fund and $7.1 million into the
Judicial Retirement Fund.

Interest

In FY 2010, the Office received $132.7 million of interest ($122.6 million earned) in the
D.C. Federal Pension Fund and $4.9 million ($4.3 million earned) in the Judicial
Retirement Fund. The rate of return in FY 2010 for the Office’s pension funds was 3.6%
for the D.C. Federal Pension Fund and 3.5% for the Judicial Retirement Fund. In FY 2009,
the Office received $147.2 million of interest ($129.2 million earned) in the D.C. Federal
Pension Fund and $5.2 million ($4.6 million earned) in the Judicial Retirement Fund. The
rate of return in FY 2009 for the Office’s pension funds was 3.8% for the D.C. Federal
Pension Fund and 3.9% for the Judicial Retirement Fund. The rate of return is calculated
by dividing interest earned from GAS securities by the average par value of investments in
GAS securities. Interest earned from GAS securities includes the amortization of
premiums and discounts.

Judges Employee Contributions

Active judges are required to contribute 3.5% of salary to the Judicial Retirement Fund to
pay for part of the cost of their retirement benefits. Active judges who elect a survivor
annuity contribute an additional 3.5% of salary. Active judges’ contributions to the
retirement fund in FY 2010 totaled approximately $729,000. In FY 2009, active judges’
contributions to the retirement fund totaled $613,000.
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Summary of Fund Deposits

The following table reflects the cash deposits to the D.C. Federal Pension Fund and the
Judicial Retirement Fund for FY 2010 and FY 2009, respectively.

Fund Deposits by Fiscal Year (in millions)

Fund Type of Deposit 2010 2009
Warrant $519.2 $400.3
D.C. Federal Pension Fund Interest $132.7 $147.2
Contributions $0.0 $0.0
Warrant $8.0 $7.1
Judicial Retirement Fund Interest $4.9 $5.2
Contributions $0.7 $0.6
Warrants $527.2 $407.4
Total Interest $137.6 $152.4
Contributions $0.7 $0.6

c. Collections

District Benefit Payments

Treasury initially pays and funds all benefit payments under the Police Officers’ and
Firefighters’ and Teachers’ Retirement Plans from the D.C. Federal Pension Fund. On the
first business day of the month, DCRB then reimburses the D.C. Federal Pension Fund for
benefit payments made by Treasury on behalf of the District. The STAR Split
Reimbursement Summary Report supports DCRB reimbursements made to Treasury each
month. The FY 2010 reimbursements for District Benefit Payments totaled $65.5 million.
The FY 2009 reimbursements for District Benefit Payments totaled $58.1 million.

Refunds Reconciliation Project

The First Amended Memorandum of Understanding (MOU), dated September 28, 2000,
required Treasury to pay the total amount of refunds of employee contributions during the
interim benefits period. On February 1, 2005, Treasury entered into a MOU with the
DCRB and the District of Columbia’s Office of Pay and Retirement Services (OPRS)
concerning refunds of employee contributions under the Police Officers’ and Firefighters’,
and Teachers’ Retirement Plans. Under this agreement, DCRB agreed to fund refunds of
employee contributions paid on and after February 1, 2005, in accordance with the
respective statutory responsibilities (i.e., refunds of contributions deducted from employee
salary on or before June 30, 1997, are a federal liability and refunds of contributions
deducted after June 30, 1997, are a District liability).

In addition to agreeing to fund amounts paid on and after February 1, 2005, the District
agreed to reimburse Treasury for that portion of refunds paid by Treasury prior to
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February 1, 2005, that represents contributions withheld from an employee’s salary or
deposits after June 30, 1997. In FY 2010, Treasury received $614,069 from the District for
its share of FY 1999 refund cases. There still remain 138 refund cases from FY 1999 that
have not been reconciled as additional data is needed in order to determine federal and
District liability. A different methodology will need to be developed and agreed upon to
reconcile and process the 138 refund cases. More than $17 million have been collected for
refunds paid in FY 1999 through FY 2005. A receivable of $386,000 has been established
for FY 1999 and a receivable of $200,000 for FY 1997 through FY 1998.

The table below summarizes the Treasury and District share of refunds.

Refund Reconciliation Project by Fiscal Year (in millions)

2005 | 2004 | 2003 | 2002 | 2001 | 2000 | 1999° | 1998-97°
Treasury | $0.5 $1.8 $1.2 $2.7 $2.3 $2.9 $1.9 $5.6
District 1.4 4.7 3.2 3.7 2.3 1.6 1.0 0.2
Total $1.9 | $65 | $44 | $6.4 | $46 | $45 | $2.9 $5.8

L FY 2005 includes refunds paid from October 1, 2004, through February 15, 2005.
2 Includes estimated amount of $0.4 million that has not been collected.
¥ The $0.2 million represents the estimated amount for refunds that has not been collected.

Debt Management

During FY 2010, the Office pursued debt prevention and collection efforts working with
Treasury’s Bureau of the Public Debt, Administrative Resource Center (BPD/ARC), which
manages the debt collection process for the Office. In FY 2010, debt prevention efforts
ensured that a total of $722,039 was immediately recovered upon timely notification of an
annuitant’s death or in cases of payment errors. During the fiscal year, $144,823 was
collected through offsets, lump sum payments or installment payments as a result of debt
collection efforts.

The Debt Collection Improvement Act of 1996 requires agencies to transfer their
delinquent non-tax debt over 180 days delinquent to Treasury. The FY 2010 agreement
with the Financial Management Service’s (FMS) Cross-Servicing Program allows FMS to
initiate collection processes by issuing demand letters, conducting telephone follow-up,
initiating skip tracing, referring debts for administrative offset, performing administrative
wage garnishment and referring debts to private collection agencies on the debt collection
contract. As of September 30, 2010, BPD/ARC referred on behalf of the Office three cases
with debt totaling $58,185 to FMS for collection. In addition, the Office continued to
review and streamline its debt management practices and met with stakeholders
periodically to outline improvements in debt prevention and collection areas.

During FY 2011, the Office will continue to collaborate with stakeholders to further
enhance the debt management program. The primary goal is to improve the program by
further clarifying roles and responsibilities for debt collection. These improvements
include comprehensive procedures and accelerated processing of debt collection.
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STAR Administration Expense Reimbursements

The Office and DCRB have developed a methodology for allocating STAR administration
costs incurred by both entities in administering District and Federal Benefit Payments. The
methodology takes into consideration the number of 100% federal annuitants, 100%
District annuitants, and split annuitants. In addition, DCRB is responsible for 100% of
STAR development costs associated with new District legislation. Applying this
methodology, the Office and DCRB entered into a cost sharing agreement for
reimbursement of FY 2010 actual expenses. Pursuant to the agreement, DCRB will
reimburse the Office approximately $0.6 million for the Office’s expenses in developing
and operating STAR to administer District Benefit Payments. In FY 2009, DCRB
reimbursed the Office $0.6 million for administrative expenses associated with the
operation of STAR.

d. Investments

As required by the Act, amounts received in the D.C. Federal Pension Fund and the
Judicial Retirement Fund are invested in non-marketable securities issued to mirror the
characteristics of marketable securities. The Bureau of the Public Debt (BPD) invests the
assets of the pension funds based on investment guidance from the Office. The Office
follows a “ladder” approach, scheduling maturities in amounts sufficient to meet the
obligations to pay benefits and administrative expenses projected by annual actuarial
valuations. Investment policy in the pension funds strikes a balance between ensuring the
Office can meet short-term obligations and extending the ladder.

In FY 2010, the cash balance available for contingencies was targeted not to fall below

$91 million, which is approximately two months of federal obligations. The Office
invested the cash balances in one-day certificates, except for an un-invested balance of
$500,000 at month end, to cover unanticipated withdrawals on the last day of the month. In
FY 2010, the Office extended the maturity dates of securities in the D.C. Federal Pension
Fund to May 2016 and for securities in the Judicial Retirement Fund to February 2020.

Investments are valued at cost, adjusted for unamortized premiums and discounts, if
applicable. The premiums and discounts are recognized as adjustments to interest income,
utilizing the effective interest method. Net investments totaled approximately $4.0 billion
and $3.8 billion as of September 30, 2010 and 2009, respectively. The following table
reflects the net investments breakdown by fund.

Net Investments as of September 30, 2010 and 2009 (in millions)
Fund 2010 2009
D.C. Federal Pension Fund $3,817.7 $3,710.5
Judicial Retirement Fund 132.5 128.8
Total $3.950.2 $3,839.3
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e. Payments

Annuity Benefit Payments

Pension benefit payments issued by the Office totaled $582.5 million and $8.4 million from
the D.C. Federal Pension Fund and Judicial Retirement Fund, respectively, for FY 2010.
The Office issued $574 million and $8 million, respectively, for FY 2009. DCRB then
reimbursed the D.C. Federal Pension Fund for benefit payments made by Treasury on the
District’s behalf. After the DCRB reimbursement, Federal Benefit Payments totaled

$517 million from the D.C. Federal Pension Fund for FY 2010 and $516 million for

FY 20009.

Refunds of Employee Contributions

DCRB processes refunds of contributions for active employees and requests payment from
Treasury for the federal portion. During FY 2010, more than $0.4 million represented
contribution refunds to plan participants of the D.C. Federal Pension Fund. For FY 2009,
approximately $0.6 million represented contribution refunds to plan participants of the
D.C. Federal Pension Fund. No contribution refunds were made to plan participants in the
Judicial Retirement Fund during FY 2010 or FY 2009.

Administrative Expenses

The Office funds administrative expenses to support federal responsibilities for the
retirement programs under the Act from the D.C. Federal Pension Fund and the Judicial
Retirement Fund. When administrative expenses related to activities that benefit all of the
retirement programs occur, expenses are usually allocated 99% to the D.C. Federal Pension
Fund and 1% to the Judicial Retirement Fund. The allocation percentages are based on the
number of annuitants covered by each Fund. When expenses benefit only one group, or
when a different allocation is clearly appropriate, expenses are charged accordingly.

In FY 2010, administrative expenses were approximately $13.2 million for the D.C.
Federal Pension Fund and $0.8 million for the Judicial Retirement Fund, for a total of
$14.0 million. In FY 2009, administrative expenses were approximately $14.6 million for
the D.C. Federal Pension Fund and $0.8 million for the Judicial Retirement Fund, for a
total of $15.4 million.

The major administrative expenses resulted from reimbursement of DCRB benefit
administration and support function expenses, the Office’s staff salaries and benefits,

and contractors engaged by the Office to provide IT systems support. Certain costs of the
STAR pension/payroll system for hardware, software, and system development were
capitalized as equipment and internal use software. The Office has been amortizing STAR
development costs monthly in the Judicial Retirement Fund and the D.C. Federal Pension
Fund on a five-year schedule. The following table reflects administrative expenses by
fund.
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Administrative Expenses by Fiscal Year (in millions)
Fund 2010 2009 Difference
D.C. Federal Pension Fund $13.2 $14.6 ($1.4)
Judicial Retirement Fund 0.8 0.8 -
Total $14.0 $15.4 ($1.4)

Improper Payments Information Act

The Improper Payment Information Act (IP1A) requires agencies to report annually on the
extent of improper payments, and the actions being taken to reduce them, for all potentially
high-risk programs and activities meeting specific criteria. On behalf of the Office,
BPD/ARC completed a risk assessment for each payment type (e.g., contract payments/
invoices, claims/vouchers, etc.) in accordance with guidance issued by the U.S. Office of
Management and Budget (OMB). During FY 2010, there were no high risk payment types
identified during the review.

Prompt Payment Act and Electronic Payments

The Prompt Payment Act was enacted to ensure that suppliers doing business with the
Federal Government are paid by the government in a timely manner. The Office paid 99%
of the 124 invoices received within the timeframes required by the Prompt Payment Act.

For reasons of reliability and security, Treasury's Fiscal Assistant Secretary and the
Financial Management Service encourage federal agencies to use electronic payments.

In FY 2010, the Office paid 100% of the 200 payments, which include invoices and travel
reimbursements, by electronic funds transfer. All 200 payments were processed
electronically, including 88% by EFT and 12% by credit card. In FY 2009, of the

160 electronic payments made, 85% were EFT and 15% were made by credit card.

Benefit Administration Expense Reimbursements

The Office and DCRB have developed a methodology for allocating costs incurred by
DCRB in administering District and Federal Benefit Payments. The methodology takes
into consideration: (1) the number of active employees, 100% federal annuitants, 100%
District annuitants, and split annuitants; (2) the estimated DCRB resources needed to
support these populations; and (3) the number of employees throughout DCRB who are
dedicated to supporting the benefits administration function. In addition, the methodology
for allocation of cost was revised for FY 2010 to more precisely capture the level of effort
associated with processing Federal Benefit Payments. Applying this methodology, the
Office and DCRB entered into a cost sharing agreement for reimbursement of FY 2010
actual expenses. Pursuant to the agreement, the Office will reimburse DCRB
approximately $2.3 million for FY 2010 expenses incurred in administering Federal
Benefit Payments. The Office reimbursed DCRB approximately $3.1 million in FY 2009
for expenses incurred in administering Federal Benefit Payments.
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f. Financial Operations

Accounting Support

Pursuant to a reimbursable services agreement, BPD/ARC provides accounting support
services that include processing accounting transactions such as commercial invoices,
purchase cards, obligations, accruals, and revenue transactions. Transaction processing
consists of a full range of accounting transactions necessary to maintain a complete general
ledger, including budgetary transactions, accounts payable, accounts receivable, and fixed
assets. BPD/ARC uses Oracle Federal Financial (Oracle) as the core financial management
system to record and process financial transactions. The Office’s transactions are entered
into Oracle both manually and via custom interfaces from ancillary systems such as PRISM
and GovTrip. BPD/ARC also provides a report writer package called Discoverer, which
allows the Office to generate various accounting reports to monitor obligations and
expenditures.

Accounting entries that are recorded in the Oracle accounting system are supported by

Treasury's Financial Management Service's (FMS) Treasury Financial Manual (TFM) to
ensure compliance with standard general ledger reporting requirements. BPD/ARC also
prepares the Office’s financial statements and other useful financial management reports.

3-Day Close

Since April 2001, the Office has closed its books each month within three working days.
The Office has been rated green (the highest rating) since February 2002 for all data quality
checks on the monthly data quality scorecard maintained by Treasury’s Office of
Accounting and Internal Control.

g. Actuarial Valuation

In FY 2010, EFI Actuaries (EFI) performed the annual actuarial valuation as required by
the Act for the Office. The actuarial valuation is used to determine the pension liability of
the retirement programs administered by the Office. The actuarial liability, as of October
1, 2010, was determined using the demographic rates from the FY 2009 experience study,
and economic assumptions in accordance with Statement of Federal Financial Accounting
Standards (SFFAS) No. 33, Pensions, Other Retirement Benefits, and Other
Postemployment Benefits: Reporting the Gains and Losses from Changes in Assumptions
and Selecting Discount Rates and Valuation Dates. The adoption of lower discount rates
based on a ten-year history of Treasury security yields had the most impact, accounting for
a significant portion of the $0.7 billion increase in the Federal Government’s total liability
for Federal Benefit Payments under the Police Officers’ and Firefighters’, and Teachers’
Retirement Plans.

As estimated by the actuary, as of October 1, 2010, the Federal Government’s total liability
for Federal Benefit Payments under the Police Officers’ and Firefighters’, and Teachers’
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Retirement Plans is approximately $9.6 billion. Of the $9.6 billion actuarial liability,
approximately $3.9 billion is funded by assets in the D.C. Federal Pension Fund and
$5.7 billion is unfunded.

EFI determined an actuarial total liability of $185.8 million for the Judges’ Retirement Plan
as of October 1, 2010. Of the $185.8 million actuarial liability, approximately

$133.2 million is funded by assets in the Judicial Retirement Fund and $52.6 million is
unfunded.

h. Reconciliation Project

Title X1 of the Balanced Budget Act of 1997, as amended, states that the interim benefits
period began on October 1, 1997, and ends on the date Treasury notifies the District that a
trustee or Treasury will assume the duties of benefits administrator. With respect to the
retirement plans for teachers, police officers, and firefighters, Treasury was not able to end
the interim benefits period until STAR was enhanced to calculate the split between federal
and District liability for post-June 30, 1997 and a reconciliation of transactions during the
interim benefits period is conducted.

With the completion of the core functionality in STAR and the ability to calculate the
federal and District share of benefits, the Office began work on the Reconciliation Project.
The purpose of the Reconciliation Project is to, among other things, perform an accounting
and final reconciliation of the amounts related to federal and District liabilities for benefits
paid during the interim benefits period to plan members who retired after June 30, 1997.

In FY 2010, the Office has continued working with DCRB and the District regarding the
methodologies, procedures, and timing for conducting reconciliation activities. As
pursuant to the current Interim Benefits MOU between Treasury and the District, the
primary goals for the reconciliation are to calculate District Benefit Payments for plan
members who retired during the interim benefits period based on the final Benefit
Regulations and to reconcile these payments with amounts actually paid by the District to
Treasury during the interim benefits period. The reconciliation will identify any amounts
owed to Treasury by the District for benefit payments and vice-versa. The Office has been
working with the District and DCRB in establishing the procedures necessary to conduct
this reconciliation after the final Benefit Regulations’ effective date. Additional financial
transactions that occurred during the interim benefits period may also be included and
reconciled as part of the Reconciliation Project.

In FY 2011, the Office will make the final Benefit Regulations effective. In addition to
continuing work on the Reconciliation Project, the Office will continue to evaluate
activities required for ending the interim benefits period for the Teachers’, Police Officers’,
and Firefighters’ Retirement Plans. As stated in the Balanced Budget Act of 1997, as
amended, the interim benefits period began on October 1, 1997, and ends on the date
Treasury notifies the District that Treasury or a trustee will assume the duties of benefits
administrator.
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Program is effectively managed and creates continuous improvement
Program Results
a. Organizational Structure

During FY 2010, the Office of D.C. Pensions (the Office) marked the second year of its
transition into its new organizational model. With the completion of the development of
the core System to Administer Retirement (STAR) functionality, the Office restructured its
organization in early FY 2009 to more effectively provide operational oversight of its many
service providers. The Office continues to focus on monitoring the stability of operational
areas and on implementing process and system improvements.

b. Long-Term Strategic Planning

During FY 2010, the Office engaged in the development of a multi-year plan to identify
priorities for FY 2011 through 2013 and supporting activities. Multiple sessions were held
with Office staff to identify future focus areas to support Office goals and objectives.

The Office completed a Multi-Year Plan for FY 2011 through FY 2013, which identified
five future focus areas. An implementation approach was also developed to assist in the
sequencing of activities needed to implement the plan.

During FY 2011, the Office plans to collaborate with program stakeholders and assess
impacts, organizational change readiness, and implementation capacity to guide activities
over the next three fiscal years.

c. Service Level Agreements

The Office has Service Level Agreements (SLAS) in place with the District of Columbia
Retirement Board (DCRB) for benefit administration, Treasury’s Bureau of the Public Debt
(BPD) for operations and maintenance of the STAR system, and Administrative Resource
Center (ARC) for payroll operations. The SLAs define responsibilities, required services,
and reporting requirements for service providers and the Office in providing high quality
service to annuitants. In addition, the Office has established quality plans and conducts
periodic reviews to ensure responsibilities are executed.

d. Quality Program

Benefits Administration

As part of the Quality Program, quality plans were established to review benefit
administration activities such as new annuitant calculations, which include new retirees,
survivors, and beneficiaries as well as Qualified Domestic Relation Orders (QDROS).

The benefits administration quality plans are periodically reviewed and revised to ensure
benefits processing errors are identified. The Office updated the quality plan in FY 2010 to
focus its review on types of benefit payment calculations with higher than average error
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rates. As a result, the Office experienced an increase in the monetary error rate in

FY 2010, but acted promptly to correct these benefits calculation errors. In FY 2011, the
Office will continue to periodically review and target different types of benefit calculations
to ensure benefits are properly calculated.

In addition, the Office continued to review data maintenance activities such as changes to
annuitants’ personal data, bank information, health benefits, and life insurance. As part of
the quality program, the Office provided appropriate feedback to the benefits administrator
to assess training needs for the staff. Subsequently, targeted training was provided to
analysts and customer service staff as needed to improve benefit administration.

Payroll Processing

The Quality Program includes reviews of payroll processing functions. The program
includes reviews of preliminary and final payroll statistics, transmission of payment files,
and third-party reporting. In FY 2010, no problems were noted during the review of these
payroll processing functions. In addition, the Office meets with stakeholders monthly to
review payroll reports associated with split benefits. The reviews ensure that the split
benefits are reported in a timely and accurate manner.

System Administration

During FY 2010, the Office continued to include system administration activities and the
review of user accounts in its Quality Review program. The quality plan tracks system
availability, number and type of open production trouble tickets and completion time of
trouble tickets. As part of the quality program, user accounts are monitored to ensure that
users are granted the appropriate access privileges. This information is used by the Office
to manage resources, maintain system security, and track the quality of STAR production
support and hosting services.

e. Office of D.C. Pensions Program Performance Reporting

The results of the quality reviews are included in the Office’s FY 2010 performance
reports. The quarterly performance reports focus on each of the four primary performance
areas: benefits administration, financial management, information services, and program
management. The reports are a useful tool to monitor trends and ensure the primary
performance areas are effectively managed.

The Office plans to enhance its existing performance reporting by creating a performance
measurement program in FY 2011 to more efficiently track, collect, and report
performance data, promote transparency, and improve decision making. This performance
data will be utilized to make improvements in program management areas, such as
operational planning and resource needs assessments. The performance measures will be
periodically reported and reviewed to ensure that Office strategic outcomes are
continuously achieved.
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f. District of Columbia Retirement Board Performance Reporting

DCRB continued to collect performance data and prepares quarterly performance reports
during FY 2010. The performance reports track the volume, timeliness, and quality of the
pension and payroll processing services as well as customer satisfaction. <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>