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                              2007-0388
STAFF REPORT
SUBJECT:
These two items are discussion of and possible action on the High Level Business Plan (HLBP) and a supplemental appropriation for the Accountable Business Transformation (ABT) Project.
SUMMARY:
These two items were first before the Committee on August 22, 2007. At that time, Committee members asked additional questions of staff regarding several specific issues in the appropriations ordinance and the High Level Business Plan.
Proposed Motion 2007-0387 is a motion approving the High Level Business Plan for the Accountable Business Transformation, a project to replace the existing County financial accounting, human resources and payroll system.
Proposed Ordinance 2007-0388 is an ordinance authorizing supplemental appropriation in the amount of $5,059,194 to fund the project through the completion of the High Level Business Design, the Detailed Implementation Plan and an updated cost/benefit analysis.
BACKGROUND:
The Accountable Business Transformation project is the methodology selected by the County Executive for implementing county-wide enterprise financial systems replacement. Since the merger with Metro, the County has been maintaining two accounting systems and two human resource/payroll systems (HR/Payroll). This leads to redundant use of staff resources as well as a time-consuming and inefficient reconciliation process necessary for the production of financial statements. The ABT Program Charter specifically included the following problem statement:
“Presently, the county operates with two accounting and financial reporting systems and two human resource/payroll systems. These four separate systems perform the fundamental central financial functions for the county, but are not integrated and have inefficient interfaces. County departments and agencies follow divergent policies and procedures, use inconsistent business processes and support multiple computing systems. This results in poor integration, redundant data entry, time-wasting reconciliation, and high systems maintenance, staff support and upgrade costs. While there has been improvement with the PeopleSoft and Oracle systems, many of the business systems and practices are still outdated, and inflexible. Business-process improvement changes required for legal compliance, ad-hoc reporting and productivity improvements are difficult to achieve in this environment.” 
In addition to this problem statement approved by the County Council, the Executive has also indicated additional issues associated with the County’s current business practices: 

“Budget and financial management processes and reporting are inconsistent within the two systems and not easily accessed by users. Budget development process and budget monitoring are not integrated. Separate budget development processes are used for operating and capital budgets. Budget management systems for capital are inadequate and some Oracle users utilize side systems for capital budget management.”

The ABT project will essentially accomplish three distinct tasks; the ABT Project Management Office will: 1) work with all the County agencies to standardize business practices to conform them (as much as possible) to the Oracle and PeopleSoft software suite; 2) lead the County’s migration and implementation to move all county agencies to Oracle and PeopleSoft; and, 3) lead the selection and implementation of a budget development and monitoring module for county-wide implementation.
This current project (and other ancillary projects associated with replacing the financial systems) was born out of a prior failed effort to replace the enterprise systems project (the Financial Systems Replacement Project or FSRP). These prior efforts cost the county significant resources and did not result in an improved environment or single software systems for financial accounting or human resources.
There have been a number of legislative actions taken regarding what is now known as the ABT project. A brief legislative summary is included below: 
· Motion 11729 (June 2003) approved a vision and goals statement for replacement of financial, human resources and budget management systems and accepted a plan for development of an approach for dealing with roadblocks to implementation. The vision statement approved by this Motion is as follows: 
· King County’s financial, human resource, and budget management functions are fully integrated, efficient and effective, and enhance the county’s ability to provide essential services to its customers. 

· Motion 12024 (October 2004) approved policies for the program. Specifically, the following policies or goals were adopted: 
· Human Resources and Payroll Policy: Pay all employees on a common, bi-weekly, pay cycle from a single payroll system by migrating all employees to the PeopleSoft system. 
· Human Resources Policy: Align all county human resource practices and procedures to ensure that business needs are met through legally defensible human resource practices. 

· Financial Policy: Process core county financial transactions from a single integrated system by implementing Oracle Financials countywide. 

· Budget Policy: Standardize and streamline operating and capital budgeting by implementing a public sector operating and countywide solution. 
· Motion 12274 (April 2006) the County amended the 2006-2008 Strategic Technology Plan to make the ABT program the number one efficiency goal.
· Ordinance 15595 (September 2006) provided funding for human resources/payroll and upgrades to existing financial systems software as well as removed existing expenditure restrictions in the 2005 budget. 
· Motion 12364 (October 2006) approved the ABT Program Charter which delineates clear responsibilities, accountability and clear lines of succession within the program. Besides the problem statements and vision statements discussed earlier, this program charter provided nine guiding principles for the program:
· Ensure effective leadership, comprehensive stakeholder agreement and alignment with the county’s goals. 
· Apply the technology governance direction for future project efforts. 

· Standardize and streamline operations and business practices to adopt best practices. 

· Consolidate and integrate the computing infrastructure to eliminate redundancy. 

· Reduce computer maintenance, management and service costs. 

· Improve customer service, decision support, and reporting capabilities. 

· Enhance existing service levels and capabilities. 

· Ensure the privacy and security of financial, human resource and budget information. 

· Commitment to organizational and “county cultural” changes must be accepted and effectively implemented. 
ANALYSIS:
The ABT Program Management Office (PMO) divided the project into five distinct deliverables:
· Business Case – Provided justification for initiating the ABT Program. 
· High Level Business Plan – Develop the ABT program scope in terms of business processes to be included in the migration to Oracle Financial and PeopleSoft. Also includes identification of requirements for a county-wide budget system. 
· High Level Business Design – Determine how selected business processes fit in Oracle Financials and PeopleSoft; and develop a blue print for how the process will be implemented in the new software system. Evaluate and select a budget system that meets county requirements. 
· Detailed Implementation Plan and Cost/Benefit Analysis Update – Determine the activities, resources and schedule for implementing Oracle and PeopleSoft and the budget system countywide. Develop an additional cost/benefit analysis for moving forward with implementation. 
· System configuration and migration – Countywide implementation of Oracle, PeopleSoft and a budget system as detailed in the detailed implementation plan. 
With approval of the ABT Program Charter in October 2006, the business case stage was completed.  And, the County Executive was given direction to proceed with the project. Furthermore, the governance structure for the program was created.  The program charter created a number of committees with specific tasks to accomplish and with approval responsibilities and clearly indicated the oversight and leadership roles for the program.  

Program Leadership and Oversight

Technology Governance
At the August 22, 2007 meeting, Councilmembers inquired as to how this project fits in with the technology governance structure of the County. The ABT program, like any other Information Technology (IT) program, is subject to the technology governance structure of King County. This process involves the Strategic Advisory Committee (SAC) setting high-level and planning goals for the County and the Project Review Board monitoring project progress and overseeing the release of funds as each stage of a project is completed. In addition to this structure, the ABT program Charter also defined a number of roles, created additional committees for oversight and delineated a specific approval process for various stages of the program. The oversight model is discussed in more detail in subsequent pages of this staff report. 

· Executive Sponsor: the King County Executive is known as the Executive Sponsor and is ultimately responsible for the success of the program. The Executive sponsor provides program leadership, advocacy with other elected officials and is responsible for directing executive department program compliance. 

Two bodies provide policy direction and high-level oversight for the ABT program: the County Council and the ABT Leadership Committee which is a sub-committee of the Strategic Advisory Council. 

· Metropolitan King County Council: has County Charter based powers to establish policy and to provide oversight of the county. With respect to this program, the Council uses these powers to approve any changes to the ABT program direction, program governance and management organization; appropriating and disappropriating funds for the ABT program; and providing its own independent oversight over ABT planning. The HLBP does not ask for any changes in governance but does request additional funding. 
· Strategic Advisory Council-ABT Leadership Committee: This committee is chaired by the County Executive and comprises elected officials from all county agencies.  The current make up is 1) the County Executive (Executive Sponsor), 2) two members of the County Council, 3) the Sheriff, 4) the Assessor, 5) the Prosecutor 6) the Presiding Judge of the Superior Court and 7) the Presiding Judge of the District Court. The ABT Leadership Committee is responsible for:
· Review and Approval: of major ABT policy-related transmittals to the County Council that are proposed by the Executive Sponsor. 

· Oversight: of the implementation of ABT to: 

· Ensure consistency with the adopted ABT program direction, scope schedule and budget.
· Monitor that the program stays within scope, schedule and budget. 
· Recommend to the County Executive any changes to adopted program scope, schedule and budget.

· Advocacy/Support: within each member’s respective independent agency: 

· Advocacy for the program

· Ensure that business practices are aligned with the program, and

· Commit appropriate levels of funding and resources within each agency. 

· External Advisory Committee (EAC): The ABT Leadership Committee has established an EAC comprised of private sector and non-county sector members experienced in the implementation of enterprise resource planning systems such as Finance, Human Resources and Budget systems as an advisory group to the ABT Leadership Committee and ABT Program Manager. The role of the EAC is to: 
· Review ABT program initiatives and progress for reasonableness based on private sector and non-county public sector experiences; and

· Provide county officials and the ABT program an external perspective from which to evaluate proposed business process changes to county operations. 

· Project Review Board (PRB): As it does for all projects under its jurisdiction, the PRB will monitor the ABT program. The PRB is chaired by the Chief Information Officer (CIO) and includes the Director of the Office of Management and Budget, the Assistant County Executive and the Director of the Department of Executive Services. The PRB serves in an oversight role and monitors the ABT program monthly to review program progress and to approve the release of program funding. 

The prior grouping of boards and committees all have the role of providing oversight and high-level direction to the program in one way or another. The ABT program charter also created a series of committees and groups that have the specific role of providing direction of the actual implementation of ABT program work. These committees are discussed below.
· ABT Management Team: the ABT Management Team is chaired by the ABT Program Sponsor (the Director of the Department of Executive Services) and is responsible for ABT implementation. Other members of the Management Team are the Director of the Office of Management and Budget, Chief Information Officer, Assistant County Executive and Deputy Program Sponsor (Deputy Director of Department of Executive Services). The primary role of the management team is to provide senior management level planning and operational leadership for the program and to resolve program issues. In addition, the management team proposes program policies and plans, such as this HLBP, to the ABT Leadership Committee and monitors program progress, the ability to stay within scope, schedule and budget, and assures realization of program benefits. 
· ABT Advisory Committee: The ABT Advisory Committee meets at least quarterly (or when requested to do so by any member of the Committee). It is comprised of the members of the ABT Management Team and six high-level staffers appointed by each of the separately elected organizations. This Committee is advisory to the ABT Management Team. 
· ABT Operations and Change Management Committee: This committee is comprised of the Deputy Program Sponsor, Department of Executive Services division directors, a representative from the Office of Information Resource Management (OIRM) and each separately elected organization. This is the first level of the governance structure and this Committee is charged with resolving issues raised regarding ABT implementation. Those issues that cannot be resolved at this level are elevated per the issue management plan outlined in the program Charter. 

When taken as a whole, the ABT Governance Structure is as shown in the Chart below. 
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Development of the High Level Business Plan: 
The ABT Program Team indicates that a four step approach to completing the High Level Business Plan was taken: 
· Review past studies and recommendations, 

· Review non-county studies and recommendations, 

· Validate the information

· Gain county stakeholder consensus. 

An extensive list of related documents and studies, including post-suspension reviews of the prior ERP project, was developed. Subsequently a process was undertaken to validate these findings by engaging a group of Subject Matter Experts (SMEs), those individuals who regularly use and understand the interactions between our financial accounting and human resource systems. At the first meeting of the ABT Leadership Committee, the members approved the allocation of SMEs from their respective agencies for use in the ABT program. 

The SMEs were comprised of experts in one of four areas, Finance; Human Resources, Payroll and Benefits; and Budget. The PMO and hired consultants from CIBER Consulting held a total of 31 work sessions over a five month period between January and May 2007. Additional sessions were held to identify any business dependencies between subject areas.  An example of interdendencies might be: at what points in the process would Oracle rely on an interface with PeopleSoft to complete a financial transaction. Appendix L includes two tables (Table 2 and Table 3) which summarize the work of these groups. 
Key decisions were made regarding items that were “within” the scope of the ABT program. Of equal importance was the decision as to what was “outside” of the scope of the ABT program. Specifically, separate projects to upgrade existing versions of Oracle and PeopleSoft were deemed outside of the program because they have been funded and are proceeding ahead of the scheduled ABT implementation. What this means in terms of the ABT project is that the PMO can concentrate the training and integration efforts on the newest version of Oracle and PeopleSoft. When the entire organization migrates to PeopleSoft and Oracle, they will be migrating to the newest version. This also eliminates the need for training on an older version of the software and then retraining employees on the upgrade. 

Key Business Process Changes
The SMEs worked with the PMO to address many of the key business process changes that will occur within the ABT program. A summary of some of the major process changes is included in this section of the staff report. 

· Payroll and Benefits Business Functions

· Time Capture Process

· Currently capturing employee time is inefficient and varies between agencies. The county has at least fourteen (14) different side-systems that are involved in capturing and reporting employee time.  
· The ABT program will implement a consistent time capture business process supported by one Human Resources/Payroll system. This will require only entering payroll/time information once per pay period. This item is within the scope of the ABT project. 
· Payroll Administration Process

· The County currently operates two different payroll systems (MSA and PeopleSoft) that use two different payroll cycles (semi-monthly and bi-weekly). The different systems dictate different payroll processes because of different system requirements. These different and inefficient systems and the lag-time associated with a split payroll system affect not just staff involved with producing payroll but can also cause monthly financial statements to be delayed by up to two weeks because of the reconciliations required. 

· The ABT program will implement a consistent payroll administration process supported by one HR/Payroll system. ABT will also work with the Human Resources Department (HRD) to implement a limited number of standard county workweeks. The Payroll Operations team will be the central source of payroll information including implementing the payroll provisions of union contracts.  This item is within the ABT program scope. Additionally, the scope includes identifying and implementing standard payroll practices and policies to ensure consistency across the County. 

· Benefits Administration Process

· Currently, the benefits administration processes are in relatively good shape to migrate with the ABT program. This system was recently upgraded as part of the Benefits and Health Initiative Project (BHIP). Two areas of continued concern are the fact that 1) employees must contact Benefits and Retirement Operation (BROS) to make life event changes and 2) new employees must complete paper forms to enroll in county benefits. Best practices would dictate having the option to complete both tasks online. 
· The ABT program will implement a consistent Benefits Administration process on one HR/Payroll system. The additional processes will include the implementation of employee and manager self-service for benefits administration and will provide multiple means of accessing data. This item is within the scope of ABT. As PeopleSoft is upgraded from version 8.0 to 8.9, the ABT program will implement the Benefits Administration, Absence Management and e-benefits modules for all county agencies. 

· Outstanding Issues for High Level Business Design

· Labor Relations will need to bargain effects of a bi-weekly payroll cycle. 

· Decision on the number of standard work weeks. 

· Identification of a standard time-capture process. 

· Need to assure that the new system can handle needs of FMLA and KCFMLA. 

· Assignment of responsibility for maintaining side-systems that interface with PeopleSoft. 

· Determine an action plan for dealing with side systems that deviate from county standards in the future. 

· Human Resources Functions: Within the ABT Program scope is the standardization of workforce management and succession planning, Human Resources Planning, Recruitment, Selection, Employee Leave Administration, Employee Development, Labor Contract Negotiations and Performance Appraisal and Merit Pay throughout the County. The ABT scope also includes implementing the following modules of PeopleSoft 8.9: Candidate Gateway (online application process), Talent Acquisition Manager, E-compensate, Enterprise Human Resources, Enterprise Learning Management and E-Performance. These aspects will be discussed in this section of the staff report. 
· Workforce Management and Succession Planning – the goal of this area is to put the right person in the right job at the right time so that people are positioned to perform at optimal productivity levels. This process includes employee development through training, mentoring and performance evaluations. 

· Currently, there is no formal career and succession planning process in place for the majority of King County agencies, other than to meet immediate needs. The workforce of King County is aging with sixty (60) percent over 45 years old and with thirty (30) percent eligible to retire within 5 years. 

· The ABT program will implement various modules of the PeopleSoft system to allow for succession planning. Specifically, critical management positions will be identified in each department. Key managers will be identified and prepared to potentially move into the critical positions should a vacancy occur. 

· Recruitment/Selection – Recruitment is the attraction of a viable applicant pool through advertisement, job fairs, community events, targeted advertising and “headhunting” services. Selection is the process that includes assessment/testing of knowledge, skills and abilities that meet EEOC content, criterion and validities. It also includes administration of internal applicant hiring considerations. 
· Currently, several agencies follow different recruitment and selection processes to meet their specific needs. Most agencies find it challenging to attract an appropriate applicant pool. Because only a few agencies use an online recruitment pool, the recruitment and selection process is very time-consuming. In most cases, from the time a need is identified to the start date of a selected individual, an average of sixty (60) days elapses. 

· The ABT program will implement modules allowing applicants to apply for positions online. Hiring departments will then be able to screen resumes and applications from desktop PCs and employments notification letters will be generated and sent online. 

· Employee Leave Administration – The primary objective of this business process is to manage compliance with regard to employee leave in order to make sure that only those amounts reasonable and necessary are paid. 
· Currently, for all agencies, the employee leave process is a manual paper process and is carried out within each agency and not tracked centrally. Several agencies use an automated side-system while others use only an Excel spreadsheet or other similar application. 

· The ABT Program will implement an automated, system where employees can request leave and managers can approve/deny leave from their desktops. Leave information like remaining balances, for example, is available online. 
· Outstanding issues for High Level Business Design
· Not all applicants have access to computers or the Internet which might result in a loss of qualified candidates if online applications are required. 
· Decisions need to be made about which HR tasks will be centralized. 
· An analysis of implementing position management countywide will need to be completed. 
· The amount of work needed to document KSAs for each position will need to be evaluated. 
· A decision on whether or not to purchase e-performance will need to be made. 
· HR business practices will need to be applied consistently be departments. 
· Labor Relations will need to bargain the effect of any changes that will affect represented employees. 
· Finance Business Processes – These are the processes responsible for ordering and paying for goods and services; billing customers; accounting for purchased and constructed capital assets; financial accounting and external financial reporting; cost accounting and management reporting; and functions associated with managing cash. 
· Currently, the finance business processes are carried out by two sets of core financial systems (IBIS and ARMS) and many interfacing side systems. ARMS is the County’s cash book of record which requires all IBIS transactions to be made by a custom interface. ARMS is a mainframe system with significant reliance on creating and handling paper documents and has only limited online capabilities. IBIS is an integrated web based online system (Oracle Financials). The County also operates a separate fixed asset accounting system. There are also several charts of accounts used by various departments in the different systems. 
· The ABT project will implement consistent business practices within one financial system using a common chart of accounts. Transactions, in this system, will be created online with web based system or imported electronically from interfacing systems. Transactions in the system will be routed electronically for approval. Routine purchases will be made using procurement cards and I-procurement (online purchasing). Vendors will have online access to view current contracts and request and receive payments electronically. An integrated fixed asset accounting system will eliminate the manual inefficient system. Accounting information will be “real time” and users of the system will have access to both primary data as well as the ability to “drill down” for more detailed information. 
· Outstanding Issues for the High Level Business Design
· Decisions need to be made as to how to manage the user access plan to minimize licensing costs and not adversely affect efficiency opportunities. 
· Plans and communication of the ongoing support model to assure agencies will be able to fund ongoing support (FBOD) user fees. 
· Budget Business Functions - The budget business process supports the development and maintenance of the operating and capital budgets. The HLBP has identified the major budget business processes and the budget SMEs have worked with the ABT PMO to develop a list of 166 functional requirements of a new budget system.  
The Council has made a policy decision regarding the financial system (Oracle) and Human Resources/ Payroll system (PeopleSoft); however, there have been no decisions on the budget system module. Oracle does offer an integrated product to Oracle financials, but there appear to be other options in the market. The HLBD stage will include a Request for Proposals (RFP) and evaluation process of a new integrated budget module. The appropriation ordinance associated with the HLBD stage includes approximately $600,000 for selection and purchase of a budget module. 
Prior Council concerns regarding a budget module have been included in the planning process as well as in the functional requirements document that will be associated with the RFP. The entire document is included as Appendix D to the HLBP. Some of the highlights required of a new budget systems include: 

· Ability to calculate annual personnel costs by position county-wide (#5)

· Ability to calculate personnel costs for vacant positions (#8)

· Ability to provide and retain life-to-date information for projects and grants (#14)

· Ability to perform capital budgeting independent of the operating budget (#17)

· Ability to maintain direct integrations between Oracle General Ledger, Project Module, PeopleSoft  and the budget system in real time so that the adopted budget and budget revisions automatically populate the various systems once approved (#19)

· Ability to identify and track funding requirements for capital projects over the course of multiple fiscal years and budgeting periods (#27)

· Ability to restrict access to different elements of the budget system to selected users based on the budget calendar (budget stage) (#30)

· Ability to develop decision packages within the system with various combinations of costs and services for decision makers (#42)

· Incorporate approved decision packages at the budget authority level (#43)

· Ability to prepare expenditure and revenue budgets at detailed levels (lower than cost center) with roll-up capabilities into appropriations (#46)
· Ability to support multi-year budgets to support the biennial budgeting process (#47)

· Ability to establish and track multiple budget versions (#52)
· Ability to lock each stage of the budget throughout the review and approval process and at the close of the budget cycle (#72)

· Ability to calculate CIP project variance reports with milestones (#83)
· Ability to allow on-line, real-time inquiry into any time period for any account, at any accounting level, both revenues and expenditures both budget and actual. This includes at least five years of historical data for operating and life-to-date for capital projects (#101)

· Integration of performance measures with Oracle, PeopleSoft and the budget system (#153)

· Performance management should be publishable to the internet (#159)

Cost/Benefit Analysis Update
In 2004, the County contracted for a cost/benefit study of an enterprise replacement project. The selected consultant was Dye Management Group. This report, titled Quantifiable Business Case (QBC): Business Operations Model Report (the Dye Report), stated total net benefits of $176.1 (NPV) million over a ten year period. The King County Auditor’s Office was asked to review the work of Dye and discovered that an incorrect methodology was used. In using a proper methodology, the Auditor’s Office indicated benefits of $90.9 million over the same timeframe. The Auditor’s Report also noted the following: 

· Cost estimates appeared reasonable (although they were presented in 2001-02 costs and need to be updated). These implementation costs were listed at $71.5 million, including debt service. 

· Major county operations costs were self-reported and a detailed benefit costs study of specific operations was not conducted. 

· Human resources improvements, which represent over 70% of the economic value, use unverified benefits assumptions. If HR improvements are excluded from the $90.9 million a NPV benefit of approximately $17 million would be achieved. 
· A positive net present value (NPV) supports the option of moving forward with ABT in a phased manner. 

The ABT PMO agreed that the Auditor’s Office presented sound rationale for the changes made to cost/benefit assumptions. One that was not reconciled between Dye and the Auditor’s report was the use of a discount rate (5% and 10% respectively). Discount rate analyses, used in determining NPVs, places a higher value on a dollar today than one in the future. This rate can make large changes in costs and benefits of large projects spanning several years. In other reports, the Auditor’s office recommended that the Office of Management and Budget develop a countywide policy on discount rates, which it did subsequent to the Dye analysis. To reconcile the difference, the PMO has updated the Cost/Benefit assumptions by using a discount rate of 7% recommended by the County’s discount rate policy and adjusting the 2001 implementation costs to reflect inflation. Applying a 7% discount rate instead of the 10% rate included in the Auditor’s report increases total potential savings from $90.9 million to $108.4 million. Excluding human resources savings, the potential savings increase from $17 million to $25 million. The auditor’s office has reviewed the changes made by the PMO and has no issues with using a 7% discount rate. 
As part of the High Level Business Design, the ABT program will:

· Update the implementation cost estimates once the remaining programmatic decisions are made. 

· Quantifiable cost savings will be formally incorporated into the program plan and the ABT financial plan. 

· For clarity, the costs and benefits of ABT will be presented in terms of net present value as opposed to total benefits. In addition, human resources benefits will continue to be segregated from other benefits associated with the program. 

From a cost/benefit analysis point-of-view, what has happened in the HLBP is an updating of prior work to 2004 numbers for comparison purposes. What both the Auditor’s Office and Council Staff expect to see as part of the High Level Business Design stage is a thorough new study of costs and benefits. This is especially important with regard to human resource benefits. Many of the human resource projections in the original cost/benefit analysis were based on aggressive assumptions and rather limited analytical data. 

Independent Capital Project Oversight
With adoption of the 2007 annual budget, the County Council created an independent office of capital project oversight. Four projects were assigned to this new office including the ABT Project. While the office is still working with PMA Consultants on a business plan and design of the new office, it should be noted that this project will be reviewed by the new office. 
High Level Business Design

The next stage of the ABT Program includes three deliverables between now and June 2008. As discussed earlier, the High Level Business Design will incorporate both the remaining decisions as well as a final scope for all ABT functions and a budget system. The Detailed Implementation Plan (DIP) is the methodology proposed for making the required changes related to both business processes as well as technical or technological changes. Also part of the June 2008 transmittal will be an updated cost/benefit analysis including updated implementation costs. 

Moving from the HLBP stage to the business design and implementation stage will require some changes in program staffing. Over the next year, the PMO will increase its staffing levels from the current 11 FTEs to 22.5 FTEs. Concurrently the outside consulting services will decrease from the current 11.65 positions to approximately 4.9 positions by June 2008. This was an expected change associated with bringing technical expertise in house to support countywide implementation of the new software systems. 
ABT Program Budget 

Proposed Ordinance 2007-0388, as proposed, would provide supplemental appropriation in the amount of $5,059,194 to fund the project through completion of the High Level Business Design, the Detailed Implementation Plan and an updated cost/benefit analysis. The next year of expenditures for the ABT program will total approximately $6.1 million; however, there is approximately $900,000 of existing appropriation, leaving approximately $5.1 million for this request. 

The budget is organized by function area. As discussed earlier, there are specific bodies of work related to: 1) budget; 2) finance; and 3) human resources. The budget discussion also includes other general areas of specialized work to be completed over the next 12 months. The high-level budget is broken down as follows: 
	Purpose
	Amount

	Current Staffing
	$1,795,214 

	General Consulting
	          913,193 

	Budget
	          877,349 

	Finance
	          453,602 

	Human Resources
	          346,872 

	Implementation Planning
	          728,000 

	Interface Requirements
	          112,888 

	Time Capture Requirements
	          112,888 

	Project Contingency
	          386,221 

	KC Auditor's Office Oversight
	          136,356 

	Miscellaneous
	          203,696 

	Total for 10/2007-9/2008
	$6,066,279 

	Less carry-forward appropriation
	(894,181)

	Total Request
	$5,172,098 


At the August 22, 2007 Committee meeting, Councilmembers inquired as to the level of funding for consulting services and what the key uses of consulting services would be. Beginning below is a brief discussion of each use of consulting services between now and production of the High Level Business Design in the summer of 2008. Total consulting services during this time period are approximately $1.8 million. 

Quality Assurance Consultant

This consulting work ($231,250) provides independent advice to the ABT Program Manager. Much in the same way that the Council uses independent consultants for oversight, this work will be to help the Program Manager identify issues which could jeopardize various aspects of the Project. 

Oracle/PeopleSoft Systems Consultants

This body of work ($728,000) will be for systems implementation work performed as part of the detailed implementation plan. These consultants will make sure that all of our existing systems as well as the new modules purchased as part of ABT work seamlessly together. There are also Technical Consultants funded out of the existing appropriation which are responsible for installing, configuring and implementing the initial Oracle and PeopleSoft demonstration environments. This is known as a "test bed" where essentially users can use the new systems, see how they will interact, and most importantly find areas where the systems may not be compatible. Ideally, these issues are discovered in the test environment as opposed to when the systems go "live". 

High Level Business Design Consultants

This consulting work ($193,143) will be used to assist the Program Management Office in creating the High Level Business Design to be transmitted to the Council next year. The consultants will work with subject matter experts throughout the County to assure that the business design is appropriate for migration of County agencies to the new systems. 

Change Management Consultant

The consultants hired as part of this body of work ($124,800) will assist the PMO with development and implementation of a countywide Change Management Plan. This is the area of the project where King County actually changes specific business practices to conform to the software suite as well as selecting single business processes used by all county agencies. Success of change management is critical to eliminating the need for side systems. 

Budget Systems Consultant

This consulting work ($156,000) will begin once the County selects a budget system. These consultants will be responsible for making sure that the selected system is compatible with PeopleSoft and Oracle and that the information in the budget system flows freely between systems. 

Cost Benefit Analysis Consultant

This body of work ($364,000) includes the preparation of a revised Cost/Benefit analysis which will be submitted to the Council as part of the High Level Business Design next year. Before the Council is asked for a final go ahead on the project, this analysis will be essential in documenting areas where savings can be achieved and also highlighting areas where we need to make sure we continue to monitor and assure that "projected" savings are achieved. The Auditor's office will likely also want to review this due to issues in prior analyses. 

While the costs of consulting in this appropriation request represent approximately 40% of the appropriation ordinance for the next twelve months, this is a time period that is critical to project success. Significant portions of the work to be performed by consultants represent very technical work to be done by Oracle and PeopleSoft experts. These are positions which would be very difficult to fill on a FTE/TLT basis and the timeframe necessary to attempt to fill those positions would likely jeopardize the project schedule. Furthermore, many of these costs would be considered “one-time” costs, like creation of the test environment. Both the costs and the use of consulting services for these functions appear to be reasonable. 

Budget Module

It should be noted that the County currently owns Oracle’s Public Sector Budgeting Module. However, the version owned by the County is not the most recent and does not include some of the functional requirements included as part of the RFP process. The Budget SMEs will be viewing a demonstration of this module. If the County chooses to use Public Sector Budgeting, the portion of this budget request dedicated to Budget module acquisition would not be necessary. This would leave approximately $600,000 unspent. However, restricting the use of these funds, at this time, may create a false pressure to use what we own as opposed to working with the SMEs to select the module that accomplishes as many of the functional needs as possible. 
Approval of the High Level Business Plan
Prior to submittal to the County Council, the ABT Program Charter required multiple approvals of the High Level Business Plan by various committees and those were completed as follows:
· By the Operations & Change Management Committee on June 8, 2007

· By the ABT Management Team on June 19, 2007. 
· By the External Advisory Committee on June 11, 2007. 

· By the ABT Advisory Committee on June 14, 2007. 

· By the ABT Leadership Committee June 18, 2007.  

The actions of these groups met the requirements included in the program governance structure and all groups encouraged moving forward with the High Level Business Design stage. 
REASONABLENESS:
The County Council provided clear policy direction to the Executive with regards to development of the High Level Business Plan. The plan outlined in Proposed Motion 2007-0387 appears to meet those requirements of exclusivity and a move toward transparency and openness of government. As such, approval of Proposed Motion 2007-0387 represents a reasonable policy decision. 

The spending plan for 2007-2008 is covered by Proposed Ordinance 2007-0388. The staffing and consulting levels associated with this plan are consistent with what was expected after approval of the program charter and establishment of the PMO. As such, adoption of Proposed Ordinance 2007-0388 represents a reasonable business decision. 

The Program Charter clearly expressed the desire that the ABT Program be an inclusive process involving all aspects of county government. As part of the HLBP development process, the PMO received input from over 160 different county employees with experience in the processes involved with one or more aspects of the County’s financial or budget systems. These employees are spread over the entire organization in at least 30 different departments and divisions. The ABT HLBP plan made a point of including an acknowledgements page recognizing these individuals. That acknowledgements page is included as attachment 4 to this staff report. 
INVITED: 
Caroline Whalen, Deputy County Administrative Officer, ABT Deputy Program Sponsor

Bob Cowan, Director, Office of Management and Budget

Manny Ovena, ABT Program Manager
Ron Perry, Principal Lead Auditor, King County Auditor’s Office

ATTACHED: 
1. Proposed Motion 2007-0387

2. Proposed Ordinance 2007-0388

3. Transmittal letter dated July 10, 2007

4. Acknowledgements Page from HLBP (1-3)
PAGE  
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