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VA LOGISTICS MODERNIZATION: EXAMINING
THE RTLS AND CATAMARAN PROJECTS

Tuesday, May 8, 2018

U.S. HOUSE OF REPRESENTATIVES,
COMMITTEE ON VETERANS’ AFFAIRS,
SUBCOMMITTEE ON DISABILITY ASSISTANCE
AND MEMORIAL AFFAIRS,
Washington, D.C.

The Subcommittee met, pursuant to notice, at 2:08 p.m., in Room
334, Cannon House Office Building, Hon. Jack Bergman [Chairman
of the Subcommittee] presiding.

Present: Representatives Bergman, Poliquin, Dunn, Arrington,
Rice, Peters, and LAMB.

OPENING STATEMENT OF JACK BERGMAN, CHAIRMAN

Mr. BERGMAN. Good afternoon. This hearing will come to order.
Please have a seat.

I want to welcome everyone to today’s hearing on VA’s efforts to
modernize its medical supply chain.

Ordering, stocking, and locating medical equipment and supplies
are fundamental to VA’s mission of providing medical care to our
veterans. Unfortunately, these logistics functions seem to have de-
generated in recent years. We read about them in the press on a
regular basis.

The Real-Time Location System, or RTLS, and Catamaran point-
of-use projects were conceived as technological leaps forward, ena-
bling VA medical centers to manage logistics more efficiently. Cata-
maran was intended to replace the 25-year-old Generic Inventory
Package, or GIP, VA’s primary inventory system. Catamaran in-
cluded modern point-of-use capabilities and analytics tools. And a
$55 million contract was awarded in September 2013, with a poten-
tial value of $275 million.

Expectations were high, and VA began pilot implementations in
22 facilities, including Pittsburgh and Washington, D.C. Unfortu-
nately, early results were overwhelmingly negative. In Pittsburgh,
users reported the software was plagued by login failures, slow
loading times, malfunctions, and problems integrating with VistA.
Catamaran was generally cumbersome and inefficient, not any bet-
ter than the existing inventory system.

In 2015, the Pittsburgh medical center decided to revert to GIP.
That eventually happened, after the VA central office originally or-
dered Catamaran to remain in place but eventually relented.

Meanwhile, in Washington, D.C., Catamaran was similarly un-
successful. The Office of Inspector General has demonstrated that,
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unlike in Pittsburgh, the D.C. medical center’s logistics operation
was already in disarray before Catamaran came along. The staff
had largely abandoned GIP and fallen into a pattern of tracking in-
ventory manually, in a disconnected fashion, in various areas of the
hospital.

It remains a matter of debate to what extent Catamaran was
ever used in D.C. up until VA halted the project and terminated
the contract in August of 2016. What is clear is Catamaran was a
harmful distraction. OIG has reported that logistics at the D.C.
medical center got worse due to a variety of factors in 2015 and
2016 during the Catamaran implementation that occurred.

The Subcommittee has determined that logistics operations are
actually in worse shape today than they were before Catamaran
began. I hope to determine the reasons for this today.

I will now turn to the Real-Time Location System, which is still
ongoing.

The RTLS project entails attaching radiofrequency identification
tags to a range of medical equipment, some supplies, and surgical
instruments in the catheterization lab and the sterile processing
department. With RTLS, VA aims to count and track the physical
locations of these assets in real-time on one computer screen.

VA awarded the RTLS contract, which originally had a potential
value of $543 million, in June of 2012. After a series of modifica-
tions, the contract is scheduled to end next month.

An initial pilot in VISN 23, in the Northern Great Plains, very
quickly became an implementation throughout nearly the whole
country, before test results had ever come back from VISN 23. The
test results in March 2015 were troubling. There were over 200 de-
fects, and the RTLS could only track equipment accurately 40 per-
cent of the time.

This led to conflict between VA and the contractor. Specifically,
VA threatened to terminate the contract if a satisfactory corrective
action plan was not produced. Over a year later, in June 2016,
there were still almost 50 defects. The contractor blamed VA’s in-
adequate WiFi, and VISN 23 withdrew from the project.

According to the OIG, there were also cybersecurity deficiencies.
The contractor connected RTLS to VA’s network before receiving
authority to operate.

In September 2016, VA and the contractor signed a global settle-
ment agreement that remains sealed. I requested a copy on April
12, and VA has so far declined to provide it. But what we do know
is that the contract was extended through June 2018, its require-
ments were significantly reduced, and the contractor was released
from any liability for its performance up to that point.

The facilities slated to receive the RTLS asset tracking capa-
bility, its main component, were cut from 92 to 47. The facilities
scheduled to receive RTLS in the catheterization labs and sterile
processing departments were also pared down. The temperature
monitoring component of RTLS was almost completely eliminated.
Today, VA still has a significant amount of work to do to meet even
these reduced goals.

The question before us today is: What should be done with the
RTLS program, how much has been spent, and what has the VA
gotten for the money? The goalposts have been lowered, but can
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they be met? And how much additional investment will that re-
quire? The contract’s expiration is only weeks away.

I now yield to Miss Rice, who has graciously agreed to fill in for
Ranking Member Kuster, for any opening statement or remarks
she may have.

OPENING STATEMENT OF KATHLEEN RICE, ACTING RANKING
MEMBER

Miss RiCE. Thank you, Mr. Chairman.

Good afternoon. And I want to thank the Chairman for holding
this important hearing. I also want to thank all of our witnesses
for coming here today.

I continue to be alarmed at the number of mismanaged and
failed information technology programs at VA. Attempts to mod-
ernize VA’s IT infrastructure always seem to hit implementation
roadblocks, cost overruns, and result in products that are unusable
for the frontline employees entrusted with delivering health care
and benefits to our veterans. It is not surprising that IT is one of
the five areas of concern GAO identified when it decided to place
the Veterans Health Administration on its high-risk list.

In its testimony today, the Office of Inspector General yet again
finds that VA faces significant challenges in managing its IT devel-
opment projects. Whether it is VA’s inability to manage its medical
supply inventory at the Washington, D.C., VA Medical Center, too
many false starts on an interoperable electronic health record with
DoD and now the delayed signing of the contract with Cerner, or
even delayed deployment of the caregiver IT system, it seems VA
witnesses frequently shift the blame on the Office of Information
and Technology during oversight hearings when things go wrong.

As late as March of this year, the D.C. VAMC was still delaying
treatment for veterans due to medical supply shortages. It has
been over a year since Congresswoman Kuster led Committee
Members on an oversight visit to the D.C. VAMC after the OIG re-
ported that patients were being put at risk due to care delays. This
site visit revealed that supplies were not being tracked by any in-
ventory management system or any automated system to process
sterile supplies, not the GIP system, nor the RTLS, the Real-Time
Location Service, nor Catamaran system. Due to failed manage-
ment of RTLS and Catamaran, the medical center did not know
when it was running low on some supplies and, in other cases, was
ordering too many supplies that remained unused.

It took extra dedication and commitment from clinical staff to en-
sure no patients were harmed. However, veterans sometimes had
procedures delayed or canceled. This significantly increased pa-
tients’ risk of harm, in part due to a failed IT project that made
it difficult for the medical center to manage its medical supply
chain and ensure sterile equipment was processed and available to
providers when they needed it to treat patients.

OIG found in its review of the RTLS project that, due to inad-
equate project management, VA did not have assurance that it re-
ceived an effective return on the $451 million it invested in RTLS
or that Hewlett-Packard met the contract requirements because
the contract was mismanaged. This mismanagement caused delays
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in veterans’ care and wasted taxpayer dollars. It is beyond unac-
ceptable.

We are holding the hearing today to get the necessary facts so
we can be sure that VA is properly managing its medical supply
chain. We cannot have what happened at the D.C. VAMC take
place in other VA hospitals and clinics around the country.

According to the OIG, VA needs enhanced discipline, oversight,
and resource management to support successful IT development. I
look forward to hearing from VA about how the agency plans to en-
force discipline, resource management, and ensure proper oversight
so we can get this project back on track and prevent any future
risk of harm for our veterans.

Thank you, Mr. Chairman. I yield back.

Mr. BERGMAN. Thank you, Miss Rice.

I now welcome the members of our first and only panel, who are
seated at the witness table.

With us today from VA, we have Ms. Tammy Czarnecki, the As-
sistant Deputy Under Secretary for Health for Administrative Op-
erations in the Veterans Health Administration. She is accom-
panied by Mr. Alan Constantian, the Deputy Chief Information Of-
ficer and the Account Manager for Health in the Office of Informa-
tion and Technology.

Also on the panel we have Mr. Nicholas Dahl, Deputy Assistant
Inspector General for Audits and Evaluations, representing the VA
Office of Inspector General. He is accompanied by Mr. Michael
Bowman, the Director for the Information Technology and Security
Audits Division in the Office of Inspector General.

I ask that the witnesses please stand and raise your right hand.

Mr. BERGMAN. Let the record reflect that all witnesses have an-
swered in the affirmative.

Ms. Czarnecki, you are now recognized for 5 minutes.

STATEMENT OF TAMMY CZARNECKI

Ms. CZARNECKI. Good afternoon, Chairman Bergman, Acting
Ranking Member Rice, and Members of the Subcommittee. I appre-
ciate the opportunity to discuss the Department of Veterans Af-
fairs’ Real-Time Location System project and the point-of-use pro-
gram.

I am accompanied today by Dr. Alan Constantian, Deputy Chief
Information Officer, Office of Information and Technology.

In 2011, VA chartered several major transformation initiatives.
Two of these initiatives included the RTLS project and the point-
of-use program.

The RTLS project was chartered to automate processes and im-
prove health care services that VA provides to veterans. In June
of 2012, VA awarded a contract to Hewlett-Packard Enterprise Sys-
tems. The contract’s scope encompassed design, installation, test-
ing, and maintenance of RTLS. Task orders were to be issued
against the contract, which had a ceiling of $543 million.

The RTLS project is jointly managed by OI&T and VHA per a
memorandum of understanding signed in 2011 by the Under Sec-
retary for Health and the Chief Information Officer. The RTLS so-
lution utilizes COTS technology and software to directly support
patient care delivery and outcomes.



5

RTLS requires extensive infrastructure to be installed through-
out the hospital, with design and installation generally taking 1 to
2 years. Fargo VAMC was the first site to complete installation and
test the system in March of 2015. VA identified several issues, and
the contractor was charged to correct them.

In September of 2016, VA made a program decision to realign
the RTLS program and entered into negotiations, with the shared
goal to expedite the implementation of RTLS. To capture the agree-
ments made during these negotiations, VA modified the existing
RTLS contract and executed a global settlement agreement, result-
ing in an implementation strategy to decouple the applications, al-
lowing each application to be tested and deployed on their own
schedule. Additionally, it was agreed that the vendor would install
additional technology to improve the accuracy, and a new deploy-
ment schedule was issued through 2018.

The deployment of RTLS was accelerated, with many positive
outcomes, continuing through present. The sterile processing solu-
tion has been successfully implemented at 60 facilities. With over
1.4 million surgical and dental instruments being tracked, VA can
be assured instruments have been through the required steps of
the sterilization process and the right instruments are being deliv-
ered to the right operating room for the right procedure. Also, the
cath lab solution has been deployed at 28 facilities and is gener-
ating notable supply savings.

VHA and OI&T have continued to align and improve project
management processes following the conclusion and the publication
of the OIG report. The RTLS deployment efforts have been man-
aged utilizing sound project management principles. VA will per-
form continual risk assessments to assure that risks associated
with deploying RTLS on the VA network are minimized.

Moving to the point-of-use program, a point-of-use system pro-
vides asset visibility down to the point at which the asset is used.
VA defines our point of use as our medical supply rooms located
throughout the medical center.

The point-of-use program was envisioned and intended to provide
an integrated supply chain solution capable of providing consoli-
dated data. The consolidated data would be used to effectively man-
age consumable medical supply inventories throughout the hos-
pital.

Shipcom Wireless was awarded the point-of-use contract on Sep-
tember 23rd of 2013. While the first and second options of the con-
tract were exercised, contract requirements were not being met.
The contract was not meeting operational or contractual
deliverables, and, after further review and based on a new return-
on-investment analysis, it was determined that the point-of-use
program would not see a break-even in the investment for over a
decade. These figures were deemed unsustainable, and the decision
was made not to exercise future option periods of the contract.

A plan has been derived to transition the 22 sites that had con-
verted to Shipcom’s Catamaran system, including the D.C. VA,
back to the VA’s Generic Inventory Package. In January and Feb-
ruary of 2017, the point-of-use program team traveled to the sites
to educate the staff on a tour to transition the data.
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RTLS has made significant improvements in the efficiency and
safety of health care for our veterans. It’s critical that we continue
to move forward with the gains that we have made thus far. Your
continued support is essential to providing care for veterans and
families.

Mr. Chairman, this concludes my testimony. My colleagues and
I are prepared to answer any questions.

[THE PREPARED STATEMENT OF TAMMY CZARNECKI APPEARS IN
THE APPENDIX]

Mr. BERGMAN. Thank you, Ms. Czarnecki.
Mr. Dahl, you are recognized for 5 minutes.

STATEMENT OF NICHOLAS DAHL

Mr. DAHL. Mr. Chairman, Congresswoman Rice, and Members of
the Subcommittee, thank you for the opportunity to appear today.

The focus of my comments are the OIG’s review of whether VA
effectively managed the RTLS project to meet cost and schedule
targets and performance and security needs.

OIG audits in recent years establish that IT systems develop-
ment at VA is a longstanding high-risk challenge, with projects
susceptible to cost overruns, schedule slippages, and performance
problems.

In June 2012, VA awarded a contract with a $543 million ceiling
to Hewlett-Packard Enterprise Services to deploy RTLS nationwide
over the course of 5 years. The RTLS procurement and implemen-
tation process was a cooperative effort between VHA, the Office of
Aciluisitions and Logistics, and the Office of Information and Tech-
nology.

VA was required by policy to manage the RTLS project under
VA’s Project Management Accountability System, which was a
project management system intended to establish a discipline to
ensure that an IT project’s customer, project team, vendors, and
stakeholders would focus on a single compelling mission—that is,
achieving on-time project delivery. PMAS used incremental product
build techniques, with delivery of new functionality tested and ac-
cepted by the customer in cycles of 6 months or less.

We received a complaint alleging VA management failed to com-
ply with VA policy and guidance when it deployed RTLS assets
without appropriate project oversight and that RTLS assets were
deployed without meeting VA information security requirements.

We reported management failed to comply with VA policy and
guidance when it deployed RTLS assets without appropriate project
oversight. Specifically, the RTLS Project Management Office, or
PMO, did not follow guidance from the Technical Acquisition Cen-
ter to use an incremental project management approach during the
acquisition and deployment of RTLS assets to compensate for
known project management risks. Also, the RTLS PMO did not
comply with VA policy requiring the use of PMAS for all acquisi-
tions and delivery of RTLS assets.

Despite the guidance from the Technical Acquisition Center and
VA policy, the RTLS PMO did not ensure the vendor could meet
contracted functionality requirements, such as accurate asset
tracking, on the initial $7.5 million task order before ultimately
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committing a total of $431 million to the same vendor for further
RTLS deployments.

VHA had awarded the initial task order to deploy RTLS in VISN
23 with an expected delivery date in December of 2013. However,
initial operational testing in March 2015 identified 245
functionality defects that resulted in the issuance of a contract cure
notice to the vendor.

In June 2016, the cure notice was still unresolved, as significant
defects, including the inability of RTLS to meet contract require-
ments for asset tracking, remained outstanding.

In September 2016, VHA renegotiated the RTLS contract due to
the vendor’s inability to implement a functional RTLS solution. The
renegotiation was intended to expedite the implementation of
RTLS in each VISN. VA executed a global settlement agreement
that resulted in extensive changes to the vendor’s contract require-
ments, to include expiration of task orders, reduction in the scope
of RTLS applications deployed, extension of the contract period of
performance, and commitment of $431 million to the vendor as of
December 2016. According to the agreement, VA also released the
contractor from any liability claims related to prior performance on
the contract.

We also substantiated the allegation that VA deployed RTLS as-
sets without meeting VA’s information security requirements. We
reported inadequate oversight of RTLS risk management activities
left VA mission-critical systems and data susceptible to unauthor-
ized access, loss, or disclosure. Consequently, VA’s internal network
faced unnecessary risks resulting from untested RTLS system secu-
rity controls.

We reported VA must exercise cost control, sound financial stew-
ardship, and discipline in RTLS development. As a result of inad-
equate project management, VA lacked assurance of an effective re-
turn on the $431 million invested in RTLS. We provided rec-
ommendations for improving controls over the VA’s oversight of
system development projects, and VHA and OI&T concurred with
our recommendations.

Our review of the RTLS project demonstrates VA continues to
face challenges in managing its IT development projects. VA has
taken some actions to address issues we identified in our RTLS re-
port and in other recent reports. However, it remains to be seen
whether the actions will effectively improve VA’s ability to meet
cost, schedule, performance, and security goals when managing
mission-critical system initiatives.

Mr. Chairman, this concludes my statement. We would be happy
to answer any questions you or other Members of the Sub-
committee may have.

[THE PREPARED STATEMENT OF NICHOLAS DAHL APPEARS IN THE
APPENDIX]

Mr. BERGMAN. Thank you, Mr. Dahl.

The written statements of those who have just provided oral tes-
timony will be entered into the hearing record.

We will now proceed to questioning. We'll begin—Miss Rice,
you're recognized for 5 minutes.

Miss RiCE. Thank you, Mr. Chairman.
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So who—I'm just trying—I can’t read any names. Mr. Dahl, so
this is what I want to ask you about. The contract cure notice the
VA had issued to Hewlett-Packard in 2015 was still unsolved by
June of 2016, including RTLS’s inability to meet fundamental con-
tract requirements for asset tracking and software functionality.

Instead of terminating the contract, it was renegotiated. HP’s re-
sponsibilities were reduced by nearly 50 percent, and the vendor
was released from any liability claims related to prior performance
of the contract.

Can you explain why the VA decided to renegotiate the contract
with HP?

Mr. DAHL. Well, I think VA may be better suited to answer that
question.

Miss RICE. The VA? Oh, yeah, youre the—all right. I'm sorry.
Yeah.

Mr. DAHL. I would speculate the VA management was concerned
that the contractor was behind schedule and there were concerns
as to whether they would be able to deliver this system on time
and within costs.

Miss RICE. Ms. Czarnecki, maybe you could—

Ms. CZARNECKI. Yes. So there was a number of items that were—
remember, the RTLS was new in the medical space at that time.
So there were a number of items that were in the contract that
there were differences of opinion between the contractor and
VHA—for example, location accuracy.

As Mr. Dahl stated, initially there was only a 40-percent location
accuracy. So in the contract we had placed that we needed to have
location accuracy for asset tracking. Their definition of location ac-
curacy and our definition was different. We needed clinical accu-
racy. We needed to know that piece of equipment was in that par-
ticular room so that we could go to that room, get that piece of
equipment, and move it.

So there were a number of clarifications. So the contractor wasn’t
necessarily wrong; there were definition differences between the
contractor and VHA in a number of the areas. And so those needed
to be clarified, and that was part of the change.

The second piece of it is, initially, VHA went into the contract
saying that if you were getting asset tracking, cath lab, and SPS,
you had to have all of those installed and tested at the same time.
Part of the settlement agreement is that we decoupled those so
that each one of those applications were independent and could be
tested and deployed.

Miss RICE. So can you pinpoint how this mismanagement oc-
curred and how the VA is going to ensure that this doesn’t happen
again?

What I fail to see in all of these hearings that we have is any
level of accountability. I mean, you're talking about a half a billion
dollars being spent on a system that was totally mismanaged. It
doesn’t seem like there was a proper protocol for how it was going
to be implemented.

I just don’t understand—the process, maybe, is what I don’t un-
derstand. Do you learn from these instances of mismanagement,
and who is accountable?
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Ms. CZARNECKI. So, in this case, it takes 1 to 2 years to deploy
the infrastructure. And, as I stated, in this particular case, they
were getting two applications, both asset tracking as well as sterile
processing. And so, when it went into testing, that was when we
identified errors—not errors, but deficiencies, things that were not
working the way we anticipated that they would work.

And so, yes, we have learned from those. We issued a cure notice.
We didn’t do any further deployments until after the global settle-
ment agreement. We continued the infrastructure work, but we
didn’t test or deploy anything further until we were sure that the
contractor was able to meet the deliverables.

Miss RICE. So the accountability?

Ms. CZARNECKI. I believe that there is accountability throughout
the entire process. There was a senior-level project manager, both
from IT as well as VHA, that worked with the contracting—or with
the vendor. And I believe we held the vendor accountable as well
as our own staff.

Miss RiCE. How did you hold the staff accountable?

Ms. CzARNECKI. With the staff being held accountable, the staff
were required to work through the process with the vendor. There
was a list of items that needed to be negotiated, definitions to be
clarified, and so I believe that we worked through those issues.

I don’t believe that there was any intention not to have a work-
ing, functional RTLS system, but this was new in the medical
space at that time. It was the largest deployment of a real-time
tracking system in health care. It was a definition problem. And we
have run into this before, where clinical people do not necessarily
speak the same language as the business community. And those
ended up not being performance issues but, rather, clarification of
requirements.

There needed to be very clear definitions of what each and every
requirement was. And I think that we have learned that, as well,
going forward, as we talk about what does, and I'll use, “accuracy”
mean. There is a very big difference between what I think clinical
accuracy is as a nurse and what the vendor thought accuracy was.
The accuracy for them was “it’s in the director’s suite.” The accu-
;"_acy for me, “it’s in the director’s suite, it’s in the director’s of-
ice”—

Mr. BERGMAN. We have to move on. The gentlelady’s time has
expired.

Miss RICE. Thank you, Mr. Chairman.

Mr. BERGMAN. Okay.

Dr. Dunn, you are recognized for 5 minutes.

Mr. DuNN. Thank you very much, Mr. Chairman.

And welcome, to the panel. I'm going to ask everybody to try to
keep their answers concise, because, as you can see, we're on the
clock. So let me start with Ms. Czarnecki.

In your testimony, you described site assessments that were con-
ducted to determine where to implement or where to pilot Cata-
maran. How were those sites chosen? And, in retrospect, were the
chosen sites good choices?

Ms. CZARNECKI. I don’t know how the sites were selected.

Mr. DuNN. Okay. So, in retrospect, would you say that we made
good choices in site selection?
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Ms. CzARNECKI. I do believe we made good choices in site selec-
tions. We chose a mix of both small and large facilities.

Mr. DuNN. Okay.

So, now we know that the D.C. medical center actually had a lot
of problems ahead of time. Logistically, they were struggling. Did
the people managing these choices know that the D.C. medical cen-
ter had trouble with logistics?

Ms. CZARNECKI. I do believe they knew that there were trouble
with logistics. They thought the Catamaran system would actually
help that.

Mr. DUNN. So they thought that was the solution. All right.

So let’s turn to the RTLS. Again, Ms. Czarnecki, you represent
health, and, Mr. Constantian, you represent IT, I believe, right? All
right. So this is a question for both of you. Who should have been
in charge of the RTLS implementation from each of your organiza-
tions, and who actually was in charge?

Ms. CzARNECKI. I'll start with that one.

This was a—RTLS is like a medical device, like an anesthesia
monitor—

Mr. DUNN. I know what it is.

Ms. CZARNECKI [continued].—or a medical screen in a
colonoscopy suite. So it was a mix of VHA and OI&T. So there were
components—there were 22 task orders—

Mr. DUNN. The question was who was supposed to be in charge,
not what is RTLS.

Ms. CZARNECKI. It’s comanaged.

Mr. DuUNN. So it’s at, what, 50/50? Is there—did you have the
right people from your department, Mr. Constantian, in charge,
and did you, Ms. Czarnecki?

Ms. CZARNECKI. Yes. I had a senior-level project manager who
was certified in project management principles.

Mr. DUNN. And the same guy actually did it? So it wasn’t one
person said—okay.

And the same for you?

Mr. CONSTANTIAN. Sir, we had a senior lead for this implementa-
tion. There was a departure. We filled the position later. There was
a gap, but now we have a senior lead again in OI&T.

Mr. DuNN. Mr. Dahl, what would a well-run project look like in
the VA or in the civilian world with this kind of implementation?

Mr. DAHL. I would say as we’ve learned, that this was new in
the medical space, the RTLS, I think that following an incremental
approach from the start may have been more prudent, in that they
probably should have made sure that the things that needed to be
functional were functional before deploying elsewhere.

Mr. DUNN. We've heard testimony that this is some novel tech-
nology in the health care space. I'm a physician. I've worked in a
lot of hospitals, in and out of the military. This is not that novel.
I mean, we track millions of pieces of equipment through multiple
hospital systems. Some of them are State, some of them are—many
of them are private, you know, HCA-type hospitals.

This is not rocket science, and it’s not something that hasn’t been
done. It is mature technology that’s used throughout the business
world. Walmart does it, Target does it, PetSmart does it. Why can’t
the VA do it?
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Maybe that’s a question for Mr. Dahl. You’re the one who in-
spects people, or—go ahead.

Mr. BowMAN. I do think VA has the capability of managing these
kind of projects. They just chose a big-bang approach as opposed
to an agile, incremental approach. If you break the project up in
smaller pieces and get the end-user involved early on, you discover
early on whether or not your contract requirements are being met.

Mr. DuNN. We've actually had this problem with the EMR, as
well, right? I mean, this is the same sort of failure to implement?

Mr. BowMAN. This is a theme that has showed up in various IT
development projects over the years.

Mr. DUNN. It has. And, obviously, it’s a disappointment to see
that we can throw away so many billions of dollars and actually
tread water, not making any headway on that.

My time is about to expire, so I will yield. But let the record re-
flect that it is disappointing that we can’t implement mature tech-
nology in an agency that is so very well-resourced.

Mr. Chairman, I yield back.

Mr. BERGMAN. Thank you.

And, Mr. Lamb, you’re recognized for 5 minutes.

Mr. LAMB. Thank you, Mr. Chairman.

Ms. Czarnecki, I have a question about the policies in place, if
any, to identify potential conflicts of interest.

In Pittsburgh, there was a former VA regional director who was
identified by our local paper as having an advising role to Shipcom,
which was one of the contractors that the VA hired to do the track-
ing in the Catamaran system.

Can you tell me about any policies that would have caught that
on the front end or that prevented it? Or if they don’t exist, is that
ever discussed?

Ms. CzARNECKI. I'll need to take that one for the record. I'm not
sure. I'm not sure if general counsel reviewed that or not.

Mr. LAMB. Okay. Are you aware of the incident that I'm talking
about, where the former regional director was—

Ms. CZARNECKI. Yes, I am.

Mr. LAMB. Okay.

Now, I think in the gentleman’s previous question we were just
starting to get into the issue of coordination and project implemen-
tation between the VHA headquarters and regional VA systems. So
I'm not sure which of the witnesses is best to answer this, but
could somebody talk about, going forward, what’s the best way to
allow the regional VA systems to have input into a policy or system
change like this from the beginning so that they can actually im-
plement it more successfully than was done here?

Ms. CZARNECKI. So the regions are called our VISNs. And our
medical centers did, in fact, have input into the RTLS project as
well as Catamaran. They’re involved from a project management
standpoint, a contracting officer representative is part. And then
the staff do get to give us feedback and input. It’s just like trialing
any other product, where you would have your staff providing ongo-
ing feedback.

Mr. LaMB. Well, Mr. Bowman, from what you were saying, this
wasn’t done in an incremental manner. Is that right?

Mr. BowmAN. That’s correct.



12

Mr. LAMB. Would you say that there is an opportunity to do that
differently in the future by trying this maybe in one region and not
others or trying—I mean, can you kind of address that issue?

Mr. BowMAN. So we recently received a corrective action plan in
response to our report from VHA and OI&T. And they laid out a
case where they're using incremental methodologies to change the
way they’re deploying RTLS, which is breaking up the application
into discrete functionality. That way, they're not having to have so
many interdependencies that they have to resolve.

So that would be a case where they’re changing their approach.
And so far, from what I hear, they're achieving success doing it
that way.

Mr. LaMmB. Okay. Thank you.

Mr. Chairman, I yield the remainder of my time.

Mr. BERGMAN. Thank you.

Mr. Arrington, you’re recognized for 5 minutes.

Mr. ARRINGTON. Thank you, Mr. Chairman.

I want to first of all congratulate my colleague Mr. Lamb on his
election victory, and I look forward to getting to know you better.
And we're glad you’re on our Committee, and honored to serve with
you. So congratulations to you and your family.

There is not a more perennial issue of disappointment to me in
the lack of management of the big beast, bureaucratic beast of the
VA than IT systems. I mean, I have heard this is the—I don’t know
how many stanzas of the same song, but it’s getting really old.

So I'm going to ask the same questions I ask at, it seems like,
every one of these meetings where we can’t get IT systems right.
But let’s start by just answering this in a very simple way, in a
very quick way.

Ms. Czarnecki, what are we trying to achieve with RTLS? What
happens to our customer if RTLS or these logistics management
systems aren’t in place? If they’re not in place or they’re not work-
ing, what happens to our customer, the veteran?

Ms. CZARNECKI. For RTLS—and I’ll use sterile processing as the
example. Every single instrument is tracked to make sure that it
is reprocessed appropriately. The trays are built, delivered to the
right operating room for the right patient.

Mr. ARRINGTON. So, potentially, if we don’t get this right, they’re
not getting the right device or therapy to the right patient? It’s
that serious? I mean, that sounds like life or death. That’s a public
safety issue. Am I overstating it?

Ms. CZARNECKI. Potentially, we couldn’t miss a step in the re-
processing of sterilization—

Mr. ARRINGTON. So, I mean, we could have unsterilized equip-
ment? I mean, this is serious.

And we have—our veteran patients who are coming in, where do
they go if they feel like this thing is just all jacked up and you just
can’t get it right, they don’t have any confidence you can get it
right? Where do they go? Where can they go so they can have peace
of mind that a health care provider is actually going to take care
of them and manage all these things so they get the right therapy,
the right device, it’s sterile, and it’s well-suited to put them on the
path of healing? Where do they go if you guys can’t get it right?
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Ms. CzARNECKI. I hate to say this, but it could happen in any
health care—

Mr. ARRINGTON. I know it could happen anywhere, but where
would they go if they couldn’t get it at the VHA? Can they access
other hospitals? I mean, who’s competing for their business?

Here’s my point: Too many veterans are trapped in this system,
and it’s failing them.

Who has been fired on account of losing hundreds of millions of
dollars? Because that’s what I'm hearing. We've lost hundreds of
millions of dollars. Now I’'m going to talk about the shareholder.
We're fiduciaries for the taxpayers. Who has been fired on account
of hundreds of millions of dollars? Because I can tell you, outside
o}fl the fantasy world of the VA, people would lose their jobs over
that.

How many people have been fired in the mismanagement of the
Catamaran and the RTLS?

Ms. CZARNECKI. I really don’t have that information.

Mr. ARRINGTON. I can tell you. Nobody has been fired.

But I'll ask Mr. Dahl. Maybe he knows.

How many people were fired over this?

Mr. DAHL. I'm not aware of anyone.

Mr. ARRINGTON. Nobody gets fired. I've asked that question, col-
leagues have asked that question almost at every hearing, and they
don’t know. And then I ask them to submit it for the record. I've
never received anything, so I assume that you never submitted it.

There is no accountability. So this is—I almost feel like I'm wast-
ing my time at these hearings.

You say that these are jointly managed between the OI&T and
the VHA. So, you know, the old saying, if multiple people are ac-
countable, nobody is accountable.

Who is ultimately accountable for information technology sys-
tems, the enterprise architecture? Who’s ultimately responsible at
the VA for all of this?

Mr. CONSTANTIAN. Sir, enterprise architecture is the responsi-
bility of the Office of Information and Technology.

Mr. ARRINGTON. And who is the head of that office?

Mr. CONSTANTIAN. The Chief Information Officer.

Mr. ARRINGTON. And where is he or she?

Mr. CONSTANTIAN. At the VA central office.

Mr. ARRINGTON. How long have they been in that office?

Mr. CONSTANTIAN. Mr. Sandoval was appointed Acting in that
role 2, maybe 3 weeks ago.

Mr. ARRINGTON. Two or 3 weeks ago. I think there is a really
issue with continuity over there, but there’s certainly an issue of
accountability.

I know I've gone over my time. I'm not even close to finishing,
so I hope we get more opportunities. I yield back, Mr. Chairman.

Mr. BERGMAN. Thank you.

Mr. Peters, you're recognized for 5 minutes.

Mr. PETERS. Thank you, Mr. Chairman.

I mean, I share Mr. Arrington’s frustration. I will say that we
voted for the Accountability Act here in order to give more flexi-
bility for hiring and firing. And I did that in good faith. And what
I saw was that the people who have been fired are cooks and gar-
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deners. And those people didn’t cost anything close to millions of
dollars. And I think that I feel a little bit taken advantage of, be-
cause that was not the intent of the vote that I took. The intent
was to get to things like this.

And T will just say, too, you know, when you were testifying
about the mismatch between what doctors say and what IT people
say, that’s not the first time we’ve heard this. And I was trying to
remember what it was. It was the Medical/Surgical Prime Vendor
Program too.

And I would maybe direct this to Mr. Dahl. What is the appro-
priate response for the Department to take, so that when we do
these—these are novel contracts, but, you know, you can lose $5
million before you lose $500 million. What should they be doing up
front to make sure that these people are speaking the same lan-
guage and, if they’re not, that we catch it early and we don’t spend
so much money, waste so much money down the line that were
having a hearing like this?

Mr. DAHL. In this case, the approach was they awarded that ini-
tial task order where they were going to deploy this in a VISN. It
was a $7.5 million task order. So, in theory—

Mr. PETERS. Right.

Mr. DAHL [continued].—that would seem like a reasonable ap-
proach.

But that was due—they awarded that task order in 2012. It was
due to be completed in late 2013. They didn’t get to operational
testing on that until March of 2015, so they had already slipped
about 15 months. That’s when they identified some deficiencies.
But, in the meantime, they had been awarding additional task or-
ders before they knew that it was functional in that VISN.

I assume that there was a desire to get this RTLS up and run-
ning across the enterprise, but, with this unproven technology, we
really believe that they should’ve been taking a more incremental
approach.

Mr. PETERS. This is gasoline on the fire. I mean, we would all
be upset if they lost $7.5 million, right? But before figuring out
whether this would work, before figuring out whether the doctors
and the IT people were speaking the same language, we went and
deployed the same thing over and over again, even though it was
behind schedule. That’s what happened, right?

So, you know, I'm at a little bit of a loss, what to do now. I mean,
we’re going to be under the gun on the budgets. Now the Congress
is talking about spending a trillion dollars a year in deficits in good
times. And we can’t have this kind of money wasted. We got noth-
ing for this.

And I know we're still paying for this, right? Is that right, Mr.
Dahl?

Mr. DAHL. Yes.

As Mr. Bowman noted, we did recently get an action plan from
VHA and OI&T in response to our recommendations. They're por-
traying to us that they have gone to a more incremental approach
and they are making progress. Of course, we haven’t done any fol-
low-up on that yet to validate or verify that.



15

Mr. PETERS. We also—we probably can’t blackball this contractor
either, I don’t suppose, can we, because of the process concerns
about that, right?

Mr. DAHL. I would have to defer to probably the Office of Acqui-
sition and Logistics on that, whether there’s grounds for that.

Mr. PETERS. Well, $500 million, $420 million, whatever it is, I
guess—I don’t—I think we’re being taken advantage of. I think tax-
payers are being taken advantage of. I'm a big fan of the VA. I
would not describe VA as a failure. I think it gets overstated some-
times. But this is really outrageous.

And I just think the fact that I've heard this same song about
the doctors not being able to speak the same language as the IT
people—one, I have heard of that in other contexts. That’s a man-
agement issue. That’s a cultural issue that you’ve recognized you've
got to get a hold of; you can’t do this again.

And the fact that we spent $7 million to figure out if it worked,
and no one could wait to figure out if it was working? You know,
it’s just shameful to spend that kind of money, especially when we
all know it’s novel. So please don’t come back to me again with this
kind of stuff.

And as to the Accountability Act, I would say, you know, this is
exactly what this is meant for, not for cooks and gardeners. It’s
outrageous that my vote was taken advantage of in that way, be-
cause it’s the middle management that’s the problem in the VA, to
the extent there’s a problem in the VA, and it’s not being dealt
with.

I yield back.

Mr. BERGMAN. Thank you.

Mr. Poliquin, you're recognized for 5 minutes.

Mr. PoLIQUIN. Thank you.

This nice staffer right in front of me, could you get back a little
bit so I can make sure I can see everybody at the table? Thank you
very much.

Mr. Dahl, make sure I get this straight. Make sure I understand
this. You’re in the IG’s office, right?

Mr. DAHL. Yes, sir.

Mr. PoLIQUIN. Okay. So you’ve got the VA that’s trying to figure
out how to control and keep track of their inventory, right?

Okay. So, roughly around 2012, they implement or they started
to implement a Catamaran system, right? It’s one of these systems.
Right? And then within a year they implement a second system
called RTLS. Is that correct, roughly?

Mr. DAHL. I think it’s the other way around.

Mr. PoLIQUIN. Okay. Okay. But you see my point? Okay.

And, first of all, Ms. Czarnecki, why would you implement two
programs or two systems, start them at effectively the same time?
Why? Tell me.

Ms. CZARNECKI. This was during a time where we were trying to
transform, and we had what we called T21 initiatives. And these
were two different initiatives. One was for the supply chain. The
other was sterile processing, cath lab, asset tracking—

Mr. PorL1QUIN. Could you have combined them together? In hind-
sight, could you have done that?
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Ms. CZARNECKI. I’'m not sure the technology would’ve been able
to combine those.

Mr. PoLIQUIN. Who made that decision to have two programs
going forward?

Ms. CZARNECKI. I believe that was made at a leadership level.

Mr. PoLIQUIN. Okay.

Ms. CZARNECKI. These were all projects that were—

Mr. POLIQUIN. You've got to make sure that we get this from
your office, who that person was. I want to know if that person is
still at the VA, and, if so, I want to speak to that person.

Okay. Let’s go down the path here a little bit more. This has
been discussed a moment ago. I think, Mr. Dahl, you've mentioned
it. I think Mr. Peters did too.

To start this thing off, you spent about $7.5 million of taxpayer
money to see if this thing would work. And then, within a short
period of time, you found out it wouldn’t. But then you expanded
it anyway to 19 different sites, right? You spent about 430 million
bucks to do that, and the thing was a complete failure, right?

Okay. Who made that decision?

Ms. CzZARNECKI. I believe that the Deputy Under Secretary for
Health made the decision to go ahead.

Mr. PoLIQUIN. Okay. Who’s that person?

Ms. CzARNECKI. That person would have been Bill Schoenhard.

Mr. PoLIQUIN. Okay.

Dennis, I want to make sure that we know this fellow, and I
want to get him on the phone if he’s still at the VA. Okay?

Is that person still at the VA?

Ms. CZARNECKI. No, sir.

Mr. PoLIQUIN. Okay. Where is that person?

Ms. CZARNECKI. That person’s retired.

Mr. PoLiQuUIN. Okay. How about the other person I mentioned?
Is that person at the VA? The first person we mentioned, was that
person at the VA?

Ms. CZARNECKI. No, that person is not at the VA.

Mr. POLIQUIN. Retired also?

Ms. CZARNECKI. I believe deceased.

Mr. PoLIQUIN. Okay.

All right. Let me ask you this: When this mess that has hap-
pened over the past 5 or 10 years, which has cost about, I think
Mr. Peters said, about 400 million bucks, roughly—okay? There is
a settlement agreement with the RTLS contractor, correct? Who
negotiated that settlement agreement?

Ms. CzArRNECKI. That was negotiated between Dr. Stone and
Hewlett-Packard and—

Mr. PoLIQUIN. Who is Dr. Stone?

Ms. CzZARNECKI. Dr. Stone, at that time, was the Principal Dep-
uty Under Secretary.

Mr. PoOLIQUIN. Okay. Is he still with the VA?

Ms. CZARNECKI. No, he’s not.

Mr. PoLIQUIN. Where is he?

Ms. CZARNECKI. He left the VA about a year and a half ago.

Mr. PoLIQUIN. Where is he now?

Ms. CzARNECKI. I don’t know.
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Mr. PoLIQUIN. Okay. You're going to find out. Dennis will find
out. Okay.

Mr. Dahl, have you taken a look at this agreement with the con-
tractor?

Mr. DAHL. No, I don’t believe—like the Chairman said, I don’t
believe that we've seen the entire agreement. I think we may have
seen pieces of it, but VA has not shared that agreement.

Mr. POLIQUIN. Why not?

Ol%ay. Jack, we have subpoena power here, don’t we, Mr. Chair-
man?

Do you need help getting that contract settlement agreement? Do
you have subpoena power?

Mr. DAHL. We have subpoena power.

Mr. POLIQUIN. So what’s the problem?

Mr. DAHL. We reported on the result of that global settlement
agreement, how it led to decrease in the scope of the project, and
that was what we reported.

Mr. PoLIQUIN. Okay. So let me get this straight. So the vendor
who screwed this whole thing up and the folks within the VA that
allowed this to happened, hired the vendor in the beginning, now
you're going through a settlement agreement after we’ve lost 400
million bucks, and you can’t get the complete terms of the settle-
ment agreement. Is that right? So we don’t know if the folks that
scre‘\;ved this up have been given more time and less liability, cor-
rect?

Mr. DAHL. Our understanding is they have been relieved of li-
ability for any issues that happened before the settlement.

Mr. PoLIQUIN. Okay. So let me get this straight. So they've lost
$400 million of taxpayer money, which has put some of our vet-
erans at risk from a health standpoint, and we’ve relieved them of
liability going forward, or liability that they could’ve incurred going
backwards?

Mr. DAHL. It may not be an accurate statement to say—

Mr. POLIQUIN. But we don’t know, because we don’t have the con-
tract settlement agreement, right?

Mr. DAHL. No. What I'm saying is I'm not sure it’s an accurate
statement to say that we lost the entire $430 million. I think VA
has gained some value from this system. It’s just hard for us to as-
sess—

Mr. PoLIQUIN. How much? How much?

Mr. DAHL. I couldn’t answer that question.

Mr. PoLiQUIN. Okay. But we need that settlement agreement,
don’t we?

Mr. DAHL. You may find it interesting.

Mr. PoOLIQUIN. Good. Who do we get it from?

Mr. DAHL. Acquisition and Logistics.

Mr. PoLIQUIN. Ms. Czarnecki, do you have that contract settle-
ment agreement?

Ms. CzARNECKI. We'll get you a copy.

Mr. POLIQUIN. Do you have the contract settlement agreement?

Ms. CzARNECKI. Do I have the contract?

Mr. PoLIQUIN. Who signed the contract settlement agreement?
Did you sign the contract?

Ms. CZARNECKI. No, I did not.
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Mr. POLIQUIN. Who signed the contract?

Ms. CZARNECKI. Dr. Stone.

Mr. PoLIQUIN. Who’s no longer with the VA. Okay. But we have
a copy of the contract somewhere? You’ve got it somewhere?

Ms. CZARNECKI. Yes. Somewhere we have a copy of the contract.

Mr. PoLIQUIN. Okay. Good. We’re going to make sure Dennis gets
the contract, and we’re going to make sure Mr. Dahl gets the con-
tract.

Is there any reason why we can’t get that contract, Mr. Dahl?

Mr. DAHL. I missed that, sir.

Mr. POLIQUIN. Any reason why we can’t ask for it? Am I not sup-
posed to ask for the contract and settlement agreement?

Mr. DAHL. No. I would think it would be well within your rights
to ask for it.

Mr. PoLIQUIN. Okay. Have you asked for the contract?

Mr. DAHL. Did we ask for it?

Mr. PoOLIQUIN. Did you ask for it?

Mr. BowMAN. Yes, we did.

Mr. PoLIQUIN. And who said no?

Mr. BowmaN.—we did ask to—

Mr. PoLIQUIN. And who said no?

Mr. BOWMAN [continued].—go over the settlement agreement—

Mr. POLIQUIN. And who said no?

Mr. BowMAN. I believe that we got a majority of it. Not sure if
we got the complete settlement agreement.

Mr. POLIQUIN. Who said no? Who decided to withhold how much
of that contract settlement agreement? Who was it?

Mr. BowMAN. Could we take that for the record, please? And we
can give you a more accurate response.

Mr. PoLIQUIN. This is unbelievable. I'm not even sure I want to
yield back my time; I'm having fun doing this. What a mess.

Anybody embarrassed here?

We've got 7 million veterans we’re trying to take care of. We've

ot a budget that’s gone up from, I don’t know, from $90 billion to
%187 billion over 8 years. We can’t keep track of stethoscopes and
tongue depressors?

We'’re losing our pants on deals, and after the deal, after we find
out we've lost it all, we relieve them of responsibility. This is unbe-
lievable.

I yield back my time, but before I do, I want to make it short
and clear: We want that contract settlement agreement.

Thank you.

Mr. BERGMAN. Thank you.

In case you haven’t figured out—have any of you testified in the
last 18 months before this panel before?

Ms. CZARNECKI. No, sir.

Mr. CONSTANTIAN. Yes, sir, I have.

Mr. BERGMAN. You know probably what I'm about to say, be-
cause you've heard it before, the lack of a sense of urgency in all
accounts. And the point is we are living one more example here,
that the need for the sense of urgency on the part of everyone with-
in the VA, because when the men and women who serve our coun-
try in uniform—they have a sense of urgency in what they do, and
shame on anyone, especially in the VA or on this Committee, who
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doesn’t have that same sense of urgency when it comes to meeting
those veterans’ needs and getting it done right.

I'll claim my time here for my 5 minutes.

Ms. Czarnecki, I'd like to start with the money question. How
much was spent on the Catamaran point-of-use project up until its
termination? And how much has been spent on RTLS to date?
What is the total?

Ms. CZARNECKI. So Catamaran is still going through an equitable
adjustment, but so far, $117 million. And for RTLS, we have obli-
gated $360 million.

Mr. BERGMAN. Okay. So you said $117 million or $171 million?

Ms. CzARNECKI. I believe we have so far paid out $117 million.

Mr. BERGMAN. Okay. Now, we know how much we've paid out.
How much additional funding is going to be necessary to finish
RTLS?

Ms. CZARNECKI. My understanding is that we are ending this
contract, so it will be roughly around $360 million.

Mr. BERGMAN. So another $360 million?

Ms. CzZARNECKI. No, no, total. We've already obligated the $360
million. We are finishing the work on this contract.

Mr. BERGMAN. So no more money. We're just terminating, fin-
ishing the contract?

Ms. CZARNECKI. Right. That’s my understanding.

Mr. BERGMAN. Okay. So no more funds expended.

Ms. CZARNECKI. No more funds expended. We will be looking at
our return on investment in the business cases of the equipment
that has been deployed, the applications that have been deployed,
to determine if we want to further expand.

Mr. BERGMAN. Okay. So you're just terminating the contract
when it expires, not renewing it?

Ms. CZARNECKI. Right. Not renewing.

Mr. BERGMAN. Okay.

And, again, Ms. Czarnecki, I understand that the chief logistics
officers in the VISNs inspect the medical center logistics depart-
ments annually. Is that correct?

Ms. CZARNECKI. Yes, they do.

Mr. BERGMAN. Okay. So it’s also my understanding that VISN 5
did not conduct any logistics inspections of the D.C. facility, in
2016 or 2017. That was during the OIG’s investigation when the
supply issue was under intense scrutiny.

How do you explain the fact, when there’s a lot of bad things
going on that you can see, why weren’t there inspections?

Ms. CzZARNECKI. There was actually an inspection done in 2017
by the program office. We actually had people from the program of-
fice who staffed the D.C. medical center through November of 2017.
Ehgir staffing was down to 40 percent of what they should have

ad.

Mr. BERGMAN. Okay. Well, I'll tell you what. What was the result
of the inspection?

Ms. CzARNECKI. They were not, in fact, using the Catamaran sys-
tem. They did not have an inventory management system. They
were not using GIP. They were using paper systems.

Mr. BERGMAN. So, basically, they weren’t complying with any of
the directives. That was determined during an inspection. Were the



20

people in charge on a daily basis monitoring the fact that they
weren’t doing what they were supposed to be doing with RTLS or
Catamaran or whatever else?

Ms. CZARNECKI. The Chief Logistics Officer at the medical center
would’ve been ultimately responsible. The medical center director
was aware of the issues as well. Both of them have since been re-
moved from their positions.

Mr. BERGMAN. “Removed” as in still employed by the VA, or re-
moved and terminated?

Ms. CzZARNECKI. The medical center director was terminated. I
believe the Chief of Logistics was also terminated, but I'm not posi-
tive if he voluntarily left or if he was terminated.

Mr. BERGMAN. Okay.

Mr. Dahl, your colleagues in the Office of Inspector General con-
ducted the investigation at the Washington, D.C., medical center’s
logistics and supply practices. As I mentioned in my opening re-
marks, there seem to be varying accounts as to the extent Cata-
maran was ever used there at all. What did your office observe?

Mr. DAHL. The team that was there determined that Catamaran
was never fully used at the D.C. medical center and that, prior to
the Catamaran, they weren’t using the GIP fully before the transi-
tion to Catamaran as well.

Mr. BERGMAN. So they were a little bit behind the power curve,
as we might say in flying, already. Why would we even consider
choosing them if they're already struggling to do their day-to-day
operations? Why would we choose them as a pilot site or a test site
if they don’t have their act together on the front end?

Ms. CZARNECKI. We thought that installing the Catamaran sys-
tem would actually assist them. The Shipcom organization came in
and built the inventory system for them, so they did utilize it for
a very short period of time. But it’s something that you need to
maintain, and as soon as folks were not paying as much attention,
they quit maintaining the system and went back to their paper sys-
tem.

Mr. BERGMAN. Okay.

I see my time has expired here. I'm going to ask my colleagues,
would anyone like a second round of questions?

You’re good? Okay.

I'm going to ask one final one here as I go into the closing re-
marks.

I heard you mention that, in trying the Catamaran system or
RTLS, there was nothing like this that existed in the health care
system, in hospitals around the country, outside of federally run.

So why would VA try to eat this elephant, if you will, in one bite
without having any reference point to start from, as far as success
or failures, in—whether it be Humana, pick your hospital chain
that is run around the country. Why would VA gamble the valu-
able, limited taxpayers’ dollars focused on the veterans? Why would
they gamble on being a lab for this? What was the risk manage-
ment involved with that?

Ms. CZARNECKI. So Catamaran is an integrator of software. Auto-
mated supply chain systems do exist and have existed in private
sector. Perhaps this wasn’t the best choice for us. We had made an
incorrect assumption that, with a COTS product, it was off-the-
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shelf and that we would be able to implement it fairly easily. That
did not happen.

RTLS was kind of new for the health care space back in 2010.
It’s being used widely now to manage sterile processing, cath labs,
track patients, track providers, frankly, so I know where a doctor
is, whether he’s in the OR, or whether he’s in clinic. So I think that
VA wanted to be on the cutting edge and make sure that our vet-
erans had the latest technology.

We have received benefit from the RTLS system. We are seeing
cost savings every day in our cardiac cath labs. Our sterile proc-
essing—

Mr. BERGMAN. But is the VA, given the fact of maybe its decen-
tralized nature of some of the operations and the fact that I think
we’ve seen before that some of the VISNs don’t necessarily coordi-
nate and talk with one another—and when you put test sites to-
gether or pilot programs together, unless you focus the group and
hold the people accountable for that mission of “here is what we’re
trying to accomplish, here are our timelines, here are the metrics
that we are trying to achieve,” it would seem to me that the VA
is not the place capable of doing as complex a technology project
as objects this. And, therefore, because it’s not the right place, the
veterans’ care potentially suffers much more than it should.

So, I guess it concerns me that we are trying to do too much,
when we may not have the expertise and the tight coordination to
actually assess the results of what it is we’re trying to achieve.

So I would ask that you would submit for the record any and all
disciplinary action taken as a result of poor performance relating
to the Catamaran and RTLS projects so that we know who in fact
was held accountable for those failures.

With that, I'd like to thank the witnesses for your testimony. The
panel is now excused.

The failure of the Catamaran point-of-use system and the rocky
experience with the RTLS to-date should serve as cautionary tales.
What the two efforts have in common, beyond both being logistics
technology projects, is that they are complex collaborations between
the Veterans Health Administration and the Office of Information
and Technology. Nearly everything VA does in the medical arena
relies on software, and most of the Department’s software impacts
that medical care.

In RTLS specifically, many of the problems encountered were not
just the result of the two organizations struggling to cooperate;
they were the result of VHA deliberately avoiding OI&T and its
processes. Although the events in question took place several years
ago, this sort of friction, the natural friction between bureaucracies,
between VHA and OI&T, has been an issue since OI&T was first
established in 2006.

We have to get it right, because the stakes are dramatically in-
creasing. The Electronic Health Record Modernization Program,
which we have been awaiting since last year, is perhaps the largest
medical information technology collaboration in the history of the
Federal Government. Its scope and its scale are challenging
enough, and the VA cannot afford this sort of organizational in-
fighting.
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The Committee is committed to exercising vigorous oversight of
the Cerner implementation. We are united on this issue. This is bi-
partisan.

This morning, we approved H.R. 4245 in markup, the EHRM
Oversight Act. I am proud to cosponsor the legislation with Rank-
ing Member Walz, Chairman Roe, and Ranking Member Kuster.

I believe that the many lessons learned through the RTLS
project are directly applicable to the Electronic Health Record Mod-
ernization. RTLS, without a doubt, produced some tangible benefits
despite its setbacks. And, by all means, it is preferable to learn
these lessons in a half-billion-dollar project—that’s “half-billion”
with a “B”—before taking on the $16 billion project. But VA can-
not—I repeat, cannot—repeat the same mistakes again. That will
be totally unacceptable.

We will continue to monitor the RTLS as it enters what I hope
are its final months, not years.

I ask unanimous consent that all Members have 5 legislative
days to revise and extend their remarks and include extraneous
material.

Without objection, so ordered.

I would once again like to thank my colleagues and all our wit-
nesses and the audience members for joining us here this after-
noon.

With that, the hearing is now adjourned.

[Whereupon, at 3:16 p.m., the Subcommittee was adjourned.]



APPENDIX

Prepared Statement of Tammy Czarnecki, MSOL, MSN, RN

Good afternoon Chairman Bergman, Ranking Member Kuster, and Members of
the Subcommittee. I appreciate the opportunity to discuss the Department of Vet-
erans Affairs (VA) Real-Time Location System (RTLS) project and VHA’s Point-of-
Use (POU) program. I am accompanied today by Dr. Alan Constantian, Deputy
Chief Information Officer, Office of Information and Technology (OIT).

Introduction

In 2011, VA chartered several major transformation initiatives, including two to
improve Health Care Efficiency, the RTLS project and the POU program. RTLS
project was chartered to automate processes and improve health care services that
VA provides to Veterans. The primary objectives of RTLS are tracking medical and
surgical instruments through sterile processing, automating inventory management
of specialized medical supplies in Cardiology, extending utilization and safety of
medical equipment by knowing its location in real time, and monitoring tempera-
ture of medication storage areas. In addition to improving operational efficiency,
these RTLS applications create a safer system of care for Veterans. VA planned to
deploy RTLS in several phases within the Veterans Integrated Service Networks
(VISN) and Consolidated Mail Outpatient Pharmacies, with the goal of deploying
RTLS to all VA medical facilities.

The VHA POU program was chartered to acquire and install a Commercial-Off-
The-Shelf (COTS) supply chain management system to effectively manage the
consumable medical supply inventories throughout the medical center. An effective
supply chain management system would allow visibility of stock levels of
consumable supplies by employing different technologies to provide data to minimize
stock outs, decrease process inefficiencies, and create cost savings by reducing exces-
sive supply inventories.

The RTLS and POU programs had separate and distinct functions relating to
health care operations and the VHA supply chain. RTLS centered on medical equip-
ment and instrument tracking and specialized medical supplies specifically in the
Cardiac Catheterization (Cath) Lab, while POU focused on all consumable supplies
used in patient care.

Deployment of RTLS

While basic RTLS technology (otherwise known as Radio Frequency Identification)
is commonplace in several industries, it is relatively new to health care. VA con-
ducted market research through site visits, industry days, and limited scope dem-
onstrations. We defined requirements and determined an acquisition strategy. In
June 2012, VA awarded a firm-fixed-price, indefinite delivery, indefinite-quantity
contract to Hewlett Packard Enterprise Services (HPES). The contract scope encom-
passed design, installation, testing, and maintenance of RTLS. Task orders were to
be issued against the contract, which had a $543 million ceiling. The two initial task
orders issued were for deployment of RTLS in VISN 23 and for system design stand-
ards and interface development. Sixteen task orders were subsequently issued. As
of April 2018, the total awarded value was $345 million against the contract.

The RTLS project is jointly managed by VHA and OIT, per a Memorandum of Un-
derstanding signed in 2011 by the Under Secretary for Health and the VA Chief
Information Officer. The RTLS solution utilizes COTS technologies and software to
directly support patient care delivery and outcomes. VHA established a Project
Management Office to assist VHA facilities with the procurement and deployment
of RTLS and to coordinate project execution with OIT. Contracting Officer Rep-
resentatives (COR) were assigned to manage each task order, typically a VISN-level
biomedical engineer for VISN task orders, or an information technology (IT) project
manager for IT task orders.

(23)
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RTLS requires extensive infrastructure to be installed throughout entire hospital
buildings, with design and installation generally taking 1-2 years. Consistent with
objectives of the major transformation initiative, installation progressed simulta-
neously at facilities to achieve transformational benefits across VA. The Fargo VA
Medical Center (VAMC) in VISN 23 was the first site to complete installation and
test the system in March 2015. VA identified several defects, and the contractor was
formally charged to correct them. The progress on deployment in other facilities was
delayed or halted while Fargo VAMC discrepancies were investigated. During that
time, VISN 23 and VISN 8 task orders expired.

With technology projects of the scope and complexity of RTLS, it is common to
periodically reassess the program and adjust the approach to achieve the best out-
come and minimize programmatic and cost risks. In September 2016, VA made a
program decision to realign the RTLS program and entered into negotiations with
HPES with a shared goal to expedite the implementation of the RTLS solution. Spe-
cifically, to capture the agreements made during these negotiations, VA modified the
existing RTLS contract and executed a Global Settlement Agreement that resulted
in a realigned implementation strategy, agreement on system requirements, im-
proved clarity of location accuracy objectives, and a new deployment schedule
through 2018. Changing the implementation strategy to deploy applications inde-
pendently and in phases has led to positive deployment progress.

Positive Outlook

The deployment of RTLS accelerated following the contract renegotiation, with
many positive outcomes continuing through the present. VHA is realizing benefits
from all RTLS applications. The Sterile Processing solution has been successfully
implemented at 60 facilities. With 1,000,000 surgical and dental instruments being
tracked, the right instruments are being delivered to the right Operating Room for
the right surgical procedure. The Cath Lab solution has been deployed at 28 facili-
ties and is generating notable supply cost savings. In fiscal year (FY) 2017, one
VAMC reduced Cath Lab supply costs by $700,000 due to more efficient manage-
ment. Many VISNs, including VISNs 8 and 23, are utilizing the Sterile Processing
and Cath Lab solutions.

Asset Tracking deployment, the most infrastructure-intensive RTLS application,
has also progressed. Asset Tracking has enhanced the safety, utilization, and main-
tenance of medical equipment. For example, one hospital remediated a safety issue
with 300 infusion pumps within 2 weeks because all infusion pumps were quickly
located. Without RTLS, it would have taken 2 months and significantly more labor
hours to complete the safety remediation. Infusion pumps administer medication in-
travenously and equipment errors may lead to patient harm. VA intends to use
RTLS to track location of its entire fleet of 35,000 infusion pumps, which will have
immense positive impact on patient safety. An additional example of the efficacy of
RTLS is that it allows hospital staff to proactively retrieve equipment for cleaning
after patient use, thus maximizing availability of equipment for patient care. Asset
Tracking installation is substantially complete at 32 sites, with system testing in
progress. 105,000 equipment assets are tagged for real time location awareness.

VHA is gathering benefits data and will assess the return on investment over the
next year. The early measures of success in both Cath Lab and Sterile Processing
is positive and has led to increased interest from other VHA facilities to implement
the solutions.

VHA and OIT Response to OIG Report Findings

In September 2015, the VA Office of the Inspector General (OIG) received an alle-
gation claiming VA management failed to comply with VA policy and guidance when
it deployed RTLS without appropriate project oversight. OIG conducted an official
review, spanning the time period during and after completion of the Global Settle-
ment Agreement. The review resulted in three findings that VA contested, but
agreed to implement to further strengthen the program.

OIG recommended that VA apply additional resources and implement improved
integrated project management controls for the remainder of the project. VHA and
OIT have continued to align and improve project management processes following
the conclusion of the contract renegotiation and publication of the OIG report. More
than 100 gate reviews have occurred since October 2017 at various steps in the de-
ployment and testing process.

The OIG finding that VA did not follow an incremental project management ap-
proach was based on an interpretation of VA policy regarding management of IT
projects. The September 29, 2017, OIG Report, “Review of Alleged Use of Wrong VA
Funds to Purchase Information Technology Equipment,” concluded that the use of
medical funds for RTLS was appropriate. The RTLS deployment efforts have been
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managed utilizing sound project management practices. For example, gate reviews
are conducted for various milestones, and deployment work in several VISNs was
paused following unsuccessful testing at the Fargo facility. Additionally, planned in-
vestments were suspended pending successful deployment of RTLS at lead facilities.

OIG identified the need for VA to implement improved risk assessment oversight
to identify potential vulnerabilities that may adversely affect other VA systems. VA
conducted risk assessments prior to previous RTLS deployments and an Authority
to Operate was in place for all systems that were deployed to the network. VA will
perform continual risk assessments to assure that the risks associated with deploy-
ing additional RTLS systems on the VA network are minimized.

The VHA POU Program

A POU system provides asset visibility to the asset’s POU. VA defines our POU
as the medical supply rooms scattered in the wards and other clinical care facilities
located throughout VAMCs. POU systems rely on enabling processes and tech-
nologies to include automated storage units, bar coding, and Kanban. The premise
behind Kanban involves using a highly visual cue, such as an empty bin, to signal
the need for replenishment. The VA system would utilize an integrating software
system to bring these capabilities together to improve asset management efficiency.
POU system software provides a fully integrated and intuitive platform through
which an organization can analyze, monitor, and conduct the majority of data-driven
tasks. There is an opportunity to collect, store, and administer data analysis
through a single convenient portal, ensuring seamless communication within an or-
ganization. Integration would also allow for optimal tracking, collection, and anal-
ysis of data on all tasks, records, information, and activities performed within a sys-
tem. This would increase efficiency on a large scale, ensuring smoother operations
and improved productivity.

On April 11, 2013, the Executive Decision Memorandum creating the VHA POU
program was funded with $58 million of FY 2013 expiring funds. The POU program
was envisioned and intended to provide an integrated supply chain management
system capable of providing consolidated data to facilitate supply chain manage-
ment. The consolidated data would be used to effectively manage consumable med-
ical supply inventories throughout the VAMC, including the secondary (patient care
area) inventory level, decreasing excessive stock levels, decreasing process inefficien-
cies and providing costs savings opportunities, and providing for expanded use of
medical and surgical vendor contracts.

In June 2013, an acquisition package was assembled and provided to the con-
tracting office, Program Contracting Office - East. VA solicited a full and open com-
petition request for proposals, ultimately netting three proposals. The competitive
range reduced the number of offerors for consideration to two. Both offers were eval-
uated in accordance with the source selection plan and based upon their technical
proposal. Shipcom Wireless, Inc., a small disadvantaged business, was awarded the
contract on September 23, 2013.

The contract required 20-35 assessments and implementations in each contract
period. Assessments were to document current state of technology, inventory man-
agement processes and procedures, and stock levels in each facility. After an assess-
ment was completed, the Contractor was to propose a POU solution, including auto-
mation, storage equipment, and processes, designed to create efficiencies and pro-
vide data to manage inventory stock levels. During the base period of the contract
27 site assessments were completed, but due to contractor and government delays,
only 8 of the 27 sites were implemented with the Contractor’s solution (Catamaran).
The first option period was exercised in September 2014 and while no new assess-
ments were completed, 14 more sites were implemented. The contractor was signifi-
cantly behind schedule, and because there were other implementation delays, it be-
came apparent that they would not be able to complete the required number of fa-
cilities within the contractually specified time period. Thus, modifications to the con-
tract were executed. The second option period was exercised in September 2015, but
due to schedule delays, assessments for this period did not begin until December
2015. VHA leadership was committed to the continuation of the program, and the
Contractor was required to submit a corrective action plan, outlining a schedule
catch up. No assessments or implementations were completed in the second option
period as the Contractor proposed significant changes to the contract pricing to com-
plete the work.

In April 2016, a new Contracting Officer and COR were assigned to the project
who in turn reiterated to the contractor that the contract was firm-fixed-price and
clearly restated the contract requirements and deliverables. The Program Office
worked with the vendor to identify specific shortcomings in the required site assess-
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ment reports, such as lack of site implementation plans, billing and invoicing defi-
ciencies, and insufficient site documentation and equipment inventory records.

On June 3, 2016, a corrective action plan was submitted by the vendor requesting
another time extension for an additional $59.9 million to complete the contract re-
quirements. This corrective action plan did not provide corrective actions based on
governmental concerns, rather it proposed additional work and additional costs to
the performance work statement already part of the contract. The contractor was
unable to complete site assessment reports in accordance with the contract require-
ments despite numerous attempts to review report deficiencies and to provide guid-
ance to correct said deficiencies. The Program Office also began investigating the
recurring costs of future software licenses and maintenance. Research showed that
these costs would be an estimated $54 million per year, even with a proposed de-
crease in license fees. This figure was deemed unsustainable based on the following:
a new Return on Investment analysis was performed by the Veterans Engineering
Resource Center, utilizing the vendor’s new implementation costs and extension re-
quest. The result of this analysis indicated that the POU program would not see
a “break even” on the investment of $275 million for over a decade.

In addition to escalating costs proposed by the vendor, the Shipcom POU solution,
including its supporting Catamaran software, was not meeting contractual require-
ments, nor was it meeting the intended operational needs of the program to “estab-
lish an integrated supply chain system that was capable of providing consolidated
data to facilitate supply chain management.” The decision was made to stop further
assessments and implementations and not exercise future option periods of the con-
tract.

Upon decision to discontinue the contract effort, a plan was derived to transition
the 22 sites that had converted to the Catamaran system, including the DC VAMC,
back to VA’s Generic Inventory Package (GIP). The POU program team pulled the
consumable supply inventory data from the Catamaran system and uploaded that
into GIP using the Excel tool. Over the course of seven weeks in January and Feb-
ruary 2016, the POU program team traveled to the sites to educate the facility staff
on use of the tool and to transition the data.

Conclusion

RTLS has significantly improved the efficiency and safety of health care of our
Veterans. Patient safety and infection control are improved because surgical instru-
ments are being tracked through sterile processing. Utilization, safety, and mainte-
nance of medical equipment are improved. Cost savings are being realized in Cath
Labs. In order to sustain these efforts, we ask Congress for continued support of
VA modernization by investing attention and financial resources into this process
automation system that is crucial in keeping our Veterans safe. It is critical that
we continue to move forward with the current momentum and preserve the gains
made thus far. Your continued support is essential to providing care for Veterans
and their families. Mr. Chairman, this concludes my testimony. My colleague and
I are prepared to answer any questions.

——

Prepared Statement of Nicholas Dahl

Mr. Chairman, Congresswoman Kuster, and Members of the Subcommittee, thank
you for the opportunity to discuss the Office of Inspector General’s (OIG) report, Re-
view of Alleged Real Time Location System Project Mismanagement.! Our state-
ment today focuses on our review of whether VA effectively managed the Real Time
Location System (RTLS) project to meet cost and schedule targets, and performance
and security needs. I am accompanied by Mr. Michael Bowman, Director, OIG’s In-
formation Technology and Security Audits Division.

BACKGROUND

Since 2000, the VA OIG has identified Information Technology (IT) Management
as a major management challenge because VA has a history of not properly plan-
ning and managing its critical IT investments. OIG audits in recent years estab-
lished that IT systems development at VA is a long standing high-risk challenge,
susceptible to cost overruns, schedule slippages, performance problems, and in some
cases, complete project failures. VA continues to face challenges in developing the
IT systems it needs to support VA’s mission goals.

1 Published on December 19, 2017.
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In 2011, the Veterans Health Administration (VHA) selected RTLS as the tech-
nology to provide tools to assist in the automation and improvement of operations
and health care services that VHA provides to its veterans. RTLS was created to
support VA’s Health Care Efficiency major transformation initiative and to enable
VHA to achieve clinical objectives, administrative process efficiency, and total asset
visibility. In particular, RTLS uses multiple technologies for locating and tracking
medical equipment. VHA intended to deploy it at all medical facilities nationwide.

In June 2012, VHA awarded a firm-fixed-price, indefinite-delivery, indefinite
quantity negotiated contract with a $543 million ceiling to Hewlett Packard Enter-
prise Services to deploy a nationally integrated RTLS solution over the course of five
years. This solution was to include commercial off-the-shelf technologies and soft-
ware applications. The RTLS procurement and implementation process was a coop-
erative effort between VHA, the Office of Acquisitions and Logistics, and the Office
of Information and Technology (OIT).

VA policy required that the RTLS project be managed under VA’s Project Manage-
ment Accountability System (PMAS). PMAS was a project management system in-
tended to establish a discipline to ensure that an IT project’s customer, project
team, vendors, and all stakeholders would focus on a single compelling mission-
achieving on-time project delivery. PMAS used incremental product build techniques
for IT projects with delivery of new functionality, tested and accepted by the cus-
tomer, in cycles of six months or less.

REAL TIME LOCATION SYSTEM PROJECT

We received a complaint alleging VA management failed to comply with VA policy
and guidance when it deployed RTLS assets without appropriate project oversight.
The complainant also stated that VA deployed RTLS assets without meeting VA in-
formation security requirements. Consequently, we focused our review on whether
VA effectively managed the RTLS project to meet cost and schedule targets, and
performance and security needs.

In December 2017, we reported that management failed to comply with VA policy
and guidance when it deployed RTLS assets without appropriate project oversight.
Specifically, we concluded the RTLS Project Management Office (PMO) did not fol-
low guidance from VA’s Technology Acquisition Center (TAC) to use an incremental
project management approach during the acquisition and deployment of RTLS as-
sets to compensate for numerous known project management risks. We also reported
that the RTLS PMO did not comply with VA policy requiring the use of the PMAS
incremental oversight processes for all acquisitions and delivery of RTLS assets. De-
spite TAC guidance and VA policy, the RTLS PMO did not ensure the vendor could
meet contracted functionality requirements on the initial $7.5 million task order,
such as accurate asset tracking, before ultimately committing a total of $431 million
to the same vendor for further RTLS deployments.

VHA had awarded an initial $7.5 million task order to deploy RTLS to one of its
Veterans Integrated Service Networks (VISN) with an expected delivery date in De-
cember 2013.2 However, during initial VISN operational testing in March 2015,
VHA identified 245 functionality defects that resulted in the issuance of a contract
cure notice3 to the vendor. By June 2016, the cure notice was still unresolved, as
46 significant defects were still outstanding including RTLS’ inability to meet con-
tract requirements for asset tracking and software functionality. Overall, the VISN
task order included more than 20 contract modifications that resulted in changes
to the project’s scope and schedule, and significantly increased the final task order
costs. The VISN allowed this task order to expire on the contract end date in July
2016 and ended its participation with the RTLS project.

In September 2016, VA renegotiated the RTLS contract due to the vendor’s inabil-
ity to implement a functional RTLS solution. The renegotiation was intended to re-
align RTLS and expedite the implementation of the RTLS solution in each VISN.
Specifically, VHA executed a Global Settlement Agreement that resulted in exten-
sive changes to the vendor’s contract requirements, to include expiration of task or-
ders for two VISNS, reduction in the scope of RTLS applications deployed, extension
of the contract period of performance through June 2018, and commitment of $431
million in total costs to the vendor as of December 2016. According to the agree-
ment, VA also released the contractor from any liability claims related to prior per-
formance on the contract.

We also found that VA deployed RTLS assets without appropriate project over-
sight because management failed to provide effective oversight of the RTLS project

2VISN 23 - VA Midwest Health Care Network (Eagan, Minnesota and Lincoln, Nebraska)
3Per FAR 49.607, a cure notice informs the contractor of a specific failure and gives them
an opportunity to cure the defect within 10 days.
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from acquisition through development and implementation. Specifically, VA’s Office
of Planning and Policy’s Enterprise Program Management Office provided minimal
oversight of RTLS project management activities. Further, the RTLS PMO did not
follow project implementation policy, including adherence to VA’s PMAS process and
lacked the oversight authority to ensure success of an enterprise level deployment
involving information technology.

We also substantiated the allegation that VA deployed RTLS assets without meet-
ing VA’s information security requirements. VA’s fundamental mission of providing
benefits and services to veterans is dependent on the Department deploying secure
IT systems and networks. VA’s information security program and its practices are
designed to protect the confidentiality, integrity, and availability of VA systems and
data. Specifically, we reported the RTLS PMO and OIT personnel deployed RTLS
assets without the appropriate system authorizations needed to connect such devices
to VA’s network. This inadequate oversight of RTLS risk management activities left
VA mission critical systems and data susceptible to unauthorized access, loss, or dis-
closure. Consequently, VA’s internal network faced unnecessary risks resulting from
untested RTLS system security controls.

Given the uncertainty of the project, future RTLS cost estimates are unknown.
Further, we reported, that VA must exercise cost control, sound financial steward-
ship, and discipline in RTLS development. VA also must demonstrate that RTLS is
a worthwhile investment, providing taxpayers with a good return on investment.
Consequently, we stated that it is imperative that VA use incremental and valida-
tion-based project oversight processes to ensure that VA does not incur additional
project costs without achieving RTLS required functionality. VA’s failure to deliver
a successful RTLS solution will prevent the Department from achieving its Health
Care Efficiency goals of facility automation, administrative process efficiency, and
total asset visibility. As a result of inadequate project management, VA lacked as-
surance of an effective return on the $431 million invested in RTLS and that de-
ployed assets were operating in accordance with contract requirements.

We provided several value added recommendations for improving controls over
VA’s oversight of system development projects. This included recommendations ad-
dressing the need for VA to apply additional resources and implement improved in-
tegrated project management controls for the remainder of the project to restrict
further RTLS cost increases and the need to enforce the use of incremental project
management and validation controls on all remaining RTLS task orders to ensure
such efforts will provide an adequate return on investment.

The Executive in Charge, Office of the Under Secretary for Health and OIT’s Act-
ing Assistant Secretary concurred with our recommendations. The Executive in
Charge reported VHA and OIT are addressing program resourcing and project man-
agement controls and will implement improved controls. Management also stated
that OIT committed a senior project manager resource and VHA will pursue ap-
proval of increased staffing. Additionally, an RTLS Governance Council, which will
have responsibility for defining cost, scope, and schedule performance metrics, is in
development. Furthermore, the Executive in Charge reported the RTLS Governance
Council will assure implementation of project management oversight that includes
organizational risk management for technology deployment. Regarding the informa-
tion security finding, the Acting Assistant Secretary reported that OIT will conduct
risk assessments prior to future deployments to minimize risks associated with the
deployments. The OIG will monitor implementation of planned corrective actions to
ensure that our recommendations are addressed.

CONCLUSION

Our recent work demonstrated that VA continues to face challenges in managing
its IT development projects. Our review of RTLS indicated VA needs enhanced dis-
cipline, oversight, and resource management to support successful IT development.
VA has taken some actions to address issues we identified in our RTLS report and
in other recent reports; however, it remains to be seen whether the actions will ef-
fectively improve VA’s ability to meet cost, schedule, performance, and security
goals when managing mission-critical system initiatives.

Mr. Chairman, this concludes my statement. We would be happy to answer any
questions you or Members of the Subcommittee may have.

O



