- [ e
T

_ '-' - )
A B P P . .
g T

T

. L.

:

A

v

FIEaa,
< B

kS

N

v

RN

. : [
- - t
: s .

B
\
R

;o

The Stats Controllsr’s Offfics.
The Stais Treasurer’s Offfice

: g:‘“"{tiyllx PR

Ryt

S R

v : e
b CRRS ¥

Fai ¢y

p@al j R.port (SPR)
| # §860-30
Novenber 9,

Roviosd Dasarber 18. 3087 wilh Stvwiing Commuiie Aswo -

* . )
M C. _ .

SGal]
Depeximment of Fience o
| Department of General Servisss . |



_ = = =

.
| ep—|

4 4alussl L Al lalsiliilalamt. . L. aml.] L Abloil X 1R 1L

State of California

ot ation
PN
G

<
@

{ FIsCal

Financial Information System for California

In Partnership With: 2009 - f_7

Department of Finance

State Controller’s Office

State Treasurer’s Office
Department of General Services

Financial Information System for California
Special Project Report (SPR)
Project # 8860-30

November 9, 2007

Revised December 19, 2007 with Steering Committee Approval



TABLE OF CONTENTS

1.0 PROJECT APPROVAL TRANSMITTAL.... .ot icccereeemrr e s seesr e s e s s s s 4
2.0 INFORMATION TECHNOLOGY: PROJECT SUMMARY PACKAGE ............cc...cce. 6
3.0 PROPOSED PROJECT CHANGE ...........coo ettt stn e sen e ene e senseses s ennn e 14
3.1 Project Background/Summary..... . . ieeseresarsaeessersaaerarerae s arertesteer et bISR S Lot eRE SRS 14
3.1.1 FISCal VISION SLATEINENT....cviiieiiiiiiteeeie it ceiee it e eteeeessestesbeesessaeetes s iessaeassssssaassassenssaansesbsenbeesseabsebansess sbesnenssann 15
3.1.2 Enterprise Resource Planming (ERP) ......ooiioiiiiii e seeesssnraeene s stasseneesenesste s sosessneas sasessnessons 15
313 PrOJECt GOALS ..ottt et e i an e ab s i 19
O B oLl 0 o] 1= TSP SURSPUPPN 20
3.2 Project Status/Milestones...... - . . . . . - vevaeeesentissensertisiesse 23
3.3 Reason for Proposed Change ........ . . “ “ . sresassenerseneas 23
3.3.1 Legislative REQUESL........ocooiiiriet it et e st et s 23
3.3.2 Schedule CHamEe ...t ettt ettt oot eteba ke aeat b ek e sees £ ek e b e e eas et e e er e e b ene e an 25
3.4 Impact of Proposed Change on the Project...... . . . . .- teeerereessassssnttiesenensiessansan 26
3.5 Preferred Alternative — Updated FI$Cal Project ....... . . . . . R 28
KT BT Te 1] 1 T | TR R ST SOTDEPES R RO U PR SUPSR 28
3 D2 B 0PI ettt e ek et e £t £t e sttt ee et e e e e e ae e e ab st e 28
3.5.3 ASSUIIPIONS .. .uvereieeioreeriertiorteeseec et essreescseesseeserseessaea sabesssasseseensaes s aneensnea srssesatae i neeensana asesantessteesmeraasecesaraensaes 36
3.5.4 Advantages / DISAAVANIAZES ....cco.iitiiierriciiiiair i eiae e b e st e ees et e baaes eee st ene s e aabeana b eabesanas e besaeseea e sasannres 37
3.5.5 Project PRASINE «...ooo ettt ettt et e et ean et e e e et e e b et e e et et e e Re et oneenn e et e e 39
R e 1T ) LT PP 44
3.5.7 Budget Information (ASSUIMPLIONIS) «...cc.iuiiiaeioeee e itrierae e ree ettt e et cbesatasescesaeeaee e aaberseesenesenseeansenesnnran 46
3.5.8 Rationale for Selected ALEINAtiVE. . .. oo ettt et ebees e eae e se et e seee e eresmnanen 47
3.6 Other Alternatives Considered........ . . . . eroemmneanes 49
3.6.1 Alternative 1 - FI$Cal SPR as approved December 2000..........covviiiiveneinieenienae s vees s e seee e eseeseesoseraesaes 50
3.6.2 Alternative 2 — Budget Information Systerm (BIS) ... ociririimiieire e crrtr e e e s ene e saceseresaeas 55
3.6.3 Alternative 3 — Modified Budget Information System {BIS).......cccociiiiiiiiii e 60
3.6.4 Alternative 4 — PrOOf Of CONCEPL. ... .. ivoieiiireecie ettt teses e eteree e serssee e sassnesass e s aesnesseasssennessseessmnees eessmenee 65
3.6.5 Alternative 5 — No Statewide PTOJECT ..ottt be st et ene s e nesmaaen 69
4.0 UPDATED PROJECT MANAGEMENT PLAN ......cccciciiiimiminmsinisanssansnsmssnnns 81
4.1 Project Manager Qualifications ....... . . . " . w81
4.2 Project Management Methodology .. . . . . . “ e 82
4.3 Project Organization...... . . . . . . . . " . .82
4.3.1 PrOJECE SEIUCKUIE ....eeviveeiiirsieesirersre e s reasineessrerssseesssenassesasseassassasseaassesasseassasesaseanssesassenssnseasserasssnssessasessnnesanes 82
4.3.2 PTOJECE GIOVEITIATICE. ... .oeieeeeeeeitreearseresstsresaeseeessraeasesseesasssesaasnns e s nseseessssseannenes senesssassssaannseeeasbbasatsibennnss 83
4.3.3 StateWIde GOVEIMIANCE ...c.veceiiieiiieee s e rereies e reesterstcesresaeesseesseassessaeseessessaeesanssseansssanessnesseesssessenneensersssensesnessmen 84



-y

= e

- . . | - Alalins. .14 « |

Special Project Report

. PrOJCCT PrIOTIEIES oottt creies ittt tis e s e sa e b e e s s b e aa s e b s s ses R e s eR e T A e e b e b AT AR st s bt s Ea s r e ae s b e 86
G5 PrOEOT PLANacreeeisiaecrceiieeeeeetiistissi st s s ree st sss s s sse s can e aa s s e s s as e s aas b e e e s e s r R e e s s aesrsesabs AR S e ERe e s e e s e asnnabaeebots s b b s bt R nan 86
451 PIOJEOT SCOPE - eniieeit ittt e iae bt e e e oo e ae e e e e et e s b e 22t e em et o eannens s e 86
4.5.2 PrOject ASSUIIPLIDIIS Lo ettt st et eees e e eaas 28 e 05T s oa a0 s 20 em o2 oa e e s &6
4,53 PrOjent PHASIIE 1vvers ettt bt et e et e e e &6
4.5.4 Roles and RespOnsiBIIILES ..o i et e 87
4,55 Project Schedule o e e 91
4.0 Project WMONTOTIE it esreer st sian st s e e ia s st e e e ns s aa s e aa e s sssesam st san e s s e st vesasaesnateseseecanebbentasnssn 91
4.7 Profect QUALEY .o ieec ettt esissss s bssssessete s sts st ste s s st et srss s ae e ne e st smms e s saase s s emsnnseba s st st s enabasnastatvanonras 92
4.8 Change MADAZCIMECIE .ociisicciiitiissistiseesiesnsssaes st ss s messast s osasasasst e s s sasasensecesassnar snsmessassassaanssssnessssnsnsstssssaness 9
4.8.1 Project Change COTMIOL .. o e et et et an e b 93
4.8.2 Orgamzational Change Managemient. ... 93
4.9 AUthOriZation REGUITEE oreeeieciriieieisiinimeti ittt ettt sen st s e s s s be s s s sasa e s ssasnaranens auranss 95
4.10 Vendor ACCOUNITADILILY ..ocviireererecrreenreiisssesste st iscessisstarsessessasn e aes s eet s st s bbssasersat b st b s sbn b brtabisbnssnersbarsaatananssans 95
4.11 Project Leadership Succession PIanning ... s cessicsss s s ssssss s sessens s sassssssssns soseesse 95
4.11.1 Project Leadership at the State Executive Level ... 95
4.11.2 Project EXeCUtIVE ana DITBCHOT ....cvviriiiiee et en et st e st e 96
4113 PrOJECE TEAIM . evt vecerteteat et et e et ces e st e e e e e et e s smmmn e aatbaseteemsbeR s e ras s saesasmeaban e e b mnss st snnnaes 97
4.12 Data Center and System PerformAance ... iiciiciiintesisiisscsnisessssss e s e assssssnssssssssssnsssssessassan 97
5.0 RISK MANAGEMENT PLAN .. .o ess e s e sann e 99
5.1 Risk Management Worksheet ........... eeeeeeemonee et e s e st oA AR R oAb 1 1SS 99
I T T 133 1 SO OSSN 107
5.2.1 RiSK TABIETICAUOM 11 ect ittt ettt bbb r et e s r i st rsaen e R e e e s 108
6.0 UPDATED ECONOMIC ANALYSIS WORKSHEETS (EAWS)....ccceveeniinnicenneee 109
5.1 COSt ASSUIMPLIDILS wevvrerrrrreeretramrsssioristssisersesossassssessesttoessssesessssesissessoss it snsssessissnssststesenrsssessasssssatisesssassasassssresonass 110
0.2 FAAWS et e st e e s st s e e s st et Sre A SRS SRS S A S E SR eSS RO e sR RS S SR e SR e RS SRR e e m e b e SRR 112
APPENDIX A: OTHER ALTERNATIVES ANALYSIS....... v e A-1
APPENDIX B: VENDOR ACCOUNTABILITY ...t enaia B-1
APPENDIX C: A PLAN OF FUNDING AND FINANCING...........ccoooi e, C-1
APPENDIX D: REPORT ON THE STATUS OF FUNDING........ccoi e b-1
APPENDIX E: MEMORANDUM OF UNDERSTANDING/PROJECT CHARTER ....... E-1
i



Special Project Report

APPENDIX F; OVERSIGHT PLAN ....ooiiiii ettt ins F-1
APPENDIX G: FISCAL TEAM OVERVIEW. ... s e G-1
APPENDIX H: SUCCESSION PLANNING ......ccociimniiiinren e csanns H-1
APPENDIX |: STAGE 2 DEPARTMENTS ... iccrmereieiese et nsan e -1
APPENDIX J: COST ESTIMATES AND ASSUMPTIONS. ... J-1

il



Y PR R R et e b St IR R S o b hARELs LA ILE RALE Lo

Executive Summary

This Special Project Report {SPR) responds to the provisional requirements of

ltem 8860-002-0001 of Section 65, Chapter 172 of the statutes of 2007 (Senate Bill 78), and
supports the scope of the Financial Information Syslem for California (FI$Cal) project. It also
reflects the consensus among the state's financial management leaders that the state
desperately needs to replace the back office systems that support the state's business.

Through a partnership of the Department of Finance (DOF), the State Controlier's Office (SCO),
the State Treasurer's Office (STO) and the Department of General Services (DGS), this "Next
Generation” project will prepare the state systems and workforce to function in an integrated
financial management system environment. To ensure the success of the project, the Partner
Agencies have entered into a Memorandum of Understanding (MOU) signed by the State
Controller, the State Treasurer, and the Directors of the Departments of Finance and General
Services. The MOU demonstrates support for the project at the highest levels of these
organizations as well as provide the framework for this partnership.

The vision statement for the FI$Cal Project developed by the Partner Agencies states:

"To serve the best interest of the state and its citizens and to oplimize the business
management of the state, we wili collaboratively and successfully develop, implement,
utilize, and maintain an integrated financial management system. This effort will ensure
best business practices by embracing opportunities to reengineer the state’s business
processes and will encompass the management of resources and dollars in the areas of
budgeting, accounting, procurement, cash management, financial management,
financial reporting, cost accounting, asset management, project accounting, grant
management and human resources management.”

To achieve this vision, the state must first modify its processes to adopt best practices and
leverage the inherent efficiencies embedded in Enterprise Resource Planning (ERP) tools. The
central systems must then be replaced in partnership with a select number of departments that
will develop end-to-end processes that will meet the needs of all departments, including the four
lead agencies operating in a single statewide system. To implement the statewide vision in the
most efficient manner, a Master Services Agreement wili be established to support the roll out of
additional departments or functions statewide. The following highlights some of the objectives
of this project:

» Establish a single source of financial information through the establishment of a
single statewide financial management system.

« Provide more meaningful and current financial information to decision makers and
program managers.

+ Provide transparent financial information for better decision making.

» Share information with the public and the state's business partners.

» Provide user friendly reporting for decision makers and stakeholders.

e Track statewide purchase volumes by vendor and/or commodity type to identify
areas where guantity discounts might save money.

o Facilitate workforce mobility and efficiency by establishing portable work skills.

¢ Automate manual processes. ‘

+ Minimize manual reconciliations among control agencies, state agencies, and other
separately maintained systems and databases.
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« Increase fiscal accountability at all levels of government by aliowing transparency of
transactions.

« Avoid significant costs of duplicate new financial management systems throughout
state government.

The need fo replace the state's financial management infrastructure exists from both a practical
as well as a business perspective. From a business perspective, failure to modernize and
replace this infrastructure will result in a continuation of the processes and limitations that exist
today for managing the state's enterprise. The cost of the FI$Cal project is $1.6 Billion for a

12 year effort. Over that 12 year time frame (2005-06 through 2017-18), the state will take in
and spend in excess of $10 Trillion. The cost of the FI$Cal project represents spending

0.016 percent of that amount to support the enterprise. The state will receive an overwhelming
return on this investment from the business and workforce modernization efforts alone. The
state must improve its ability to perform management analysis and reporting at all levels,
including the Legislature, in a timely fashion for the state to operate like a business. Replacing
the business infrastructure with the "Next Generation” of systems and related business
processes as well as transitioning the workforce to view and operate the state's business as a
dynamic enterprise will enhance the state's capability to operate as a successful business
enterprise.

From a practical perspective, the FI$Cal project will ensure that the state replaces systems that
have been operating since before desktop computers were standard fare and use of the internet
was in use by state government as an everyday fool. The state is already suffering from the
difficulty of hiring consultants to support the aging infrastructure or in hiring staff that are wiling
to learn antiquated systems architecture and code. In addition, the FI$Cal project will also play
a major role in the state's succession planning for much of the "Next Generation” financial
management workforce. Transforming the state's business systems to an enterprise based
"Next Generation" business system and workforce requires building on the backbone of ERP
software which integrates and automates many of the business practices associated with
operations, in this case, the financial management of the state.

To minimize the risk of this endeavor, the Project proposes a business based (aka solutions
based) procurement and an incremental (phased) roll out to departments. The first
transformation includes the control agencies and a very limited number of depariments. At this
point the project will pause and report to the Legislature on the project status. The roll out
continues to the remaining departments over an additional four years.

In response to Legislative direction, the SPR includes a Funding and Finance Plan (See
Appendix C). The Plan proposes to fund the FI$Cal project through a combination of financing
and direct cost allocation to all state funds. The cost allocation plan (CAP) proposes a budget
based interim CAP as well as a future transactional based CAP which will be the basis of
charges to departments. The transition from the interim CAP to the transaction-based CAP wil}
occur once statistically valid usage data becomes availabie for each deployment.

The project change included in this SPR remains consistent with the recommendations of the
California Performance Review (CPR) (Volume 3, Keeping the Books and Volume 4, Issues and
Recommendations). The CPR found that the state's existing financial management systems are
not meeting the state's business needs or expectations and in that sense are obsolete. Many of
the financial systems were reported as being at risk of failure because of age, loss of
manufacturer support, and/or loss of key staff to maintain or use them,

Page 2
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The CPR recommended:

1. The State Chief Information Officer (CiO} should assemble a Financial Task Force to
develop a statewide vision and plan for a California enterprise financial system.

2. The Governor should direct the State ClO to begin implementing the statewide basic
financial system by December 31, 2005 with implementation in all state agencies and
departments completed by July 1, 2007.

The project change also remains consistent with the State CIO's Strategic Plan. Partially in
response to the CPR, the State ClO's 2005 Statewide Information Technology Strategic Plan
includes support for the business of the state to "...operate as a seamless enterprise..."

The Plan has six goals, including the following:

1. Make government services more accessible to citizens and state clients.

2. Implement common business applications and systems to improve efficiency and
cost-effectiveness.

3. Ensure state technology systems are secure and privacy is protected.

4. Lower costs and imprave the security, reliability and performance of the state's IT
infrastructure.

The SPR reflects the concerted effort and support of an extraordinary number of individuals
within all the partner organizations and state agencies over many years. While the projectis a
significant investment of taxpayer dollars it is a very prudent investment given the expanse of
the enterprise to be encompassed in the project and the benefit that will accrue to the state
once implemented. We all recognize that this endeavor will not be easy --- an endeavor of this
nature will take all our skills and dedication. But it is based on a vision that sets forth what alll
believe is the “right thing to do” and will provide a solid foundation for the financial management

of the State of California.
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1.0 Project Approval Transmittal

The FI$Cal Steering Committee Members by consensus decision approved this SPR on
November 7, 2007.

red Klass
Chair
FI$Cal Steering Committee

Project leadership SPR approval/concurrence:

//f//,,(z%/

Je V. Bost

Fred Klass
Sponsor Projgct Executive
Department of Finance FI$Cal Project
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Information Technology Project Request
Special Project Report

Executive Approval
Transmittal

Department Name

Office and Department of General Services

Department of Finance: In partnership with the State Controller's Office, State Treasurer's

[ SrE——

| somp |

Project Title (maximum of 75 characters) Project Acronym
Financial Information System for California FI$Cal
FSR Project ID FSR Approval Date | Department Priority | Agency Priority
8860-30 7/26/05 1 N/A
APPROVAL SIGNATURES

and/or implementation of this project.

the California Information Technology Strategic Plan.

I have reviewed and agree with the information in the attached Special Project Report.

1 ame submitting the attached Special Project Report (SPR) in support of our request to continue development

I certify that the SPR was prepared in accordance with the State Administrative Manual Sections 4945-4945.2
and that the proposed project changes are consistent with our information management strategy as expressed in

State Chigf Information Officer’ Date Signed
/ M%&:_ /192007
Printedlpame: | Qlark Kglso 7
/i)eputy Projptt Director - Administration Date Signed
Knia. 2 QL5172 ho
Printed namé: | Terrie Tatosian / /- 9’)’0
irector Date Signed !

Michael ¢, Genest

/=G -Roe/

A7 Agency Secretary

Date Signed

N/A

Printed name: | N/A

' The Fi$Cal Project proposed in this SPR is consistent with and supports Goal 2: Implement Common

Business Applications, of the State's information Technology Strategic Plan.
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INFORMATION TECHNOLOGY PROJECT SUMMARY PACKAGE
SECTION A: EXECUTIVE SUMMARY

2.0 Information Technology: Project Summary Package

rl. | Submittal Date l J
FSR SFR PSP Only | Other:
[ 2. ] Type of Document X
| Project Number 8860-30
Estimated Project Dates
I 3. | Project Title Financial Information System for California Start End
Project Acronym Fi$Cal August 2005 June 2017
4. | Submitting Department Department of Finance
5. | Reporting Agency Department of Finance

| 6. | Project Objectives

[ 8.

Major Milestones

Est. Complete Date

1.

Replace the state's aging legacy financial management systems while the
workforce with knowledge of those systems can facilitate the transition to a
single, standardized, modernized, and supportable system.

Increase transparency to provide a better basis for decision making and
knowledge sharing to the public and the state's business partners, including
the Legisiature.

Increase fiscal accountability and control at all levels of an organization,
including state level.

Automate and standardize reporting mechanisms.

Support the state's succession planning for much of the financial
management workforce through system modernization.

Improve access to timely and relevant revenue and expenditure information
to enable decision makers to make better informed decisions at all levels
and branches of the government enterprise.

Provide tools to monitor expenditures compared to the approved budget
and provide alerts when deviations oceur.

Track statewide purchase volumes by vendor and/or commodity type to
identify areas where quantity discounts might save money.

Page 6

See Preferred Alternative Section 3.5.6 Schedule

Procurement Oct 2009
Implementation - Planning and Design Feb 2011
Implementation - Build Nov 2011
Implementation — Testing and User Acceptance | May 2012
Implementation - Deploy Wave 1 Jun 2012
Legislative Report Oct 2012
Deploy to Subsequent Departments June 2016
PIER July 2018
Key Deliverables
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INFORMATION TECHNOLOGY PROJECT SUMMARY PACKAGE |

SECTION A: EXECUTIVE SUMMARY }

|

9. Provide the ability to know where the stale's assels are in the event of |

statewide emergency. |

|

10. Provide a comprehensive view of the statewide account's receivable status }

{collection rates and account's receivable aging information). This will |

likely enable the state to improve the collection of account |

receivables. Note however that this ability would not apply to the state's |

large business specilic systems such as child support or delinquent taxes in |

this systeni |

11. Provide information to the vendor community on business relationships |

with the state (e.g. status of invoice payments. |

|

12. Increase Stall Productivity |

13. Increase Information Accuracy |

14. Provide Timely Access to Data

15. Replace Aging Technology Platform

|

Project # N/A |

Doc. Type SPFR

7. I Proposed Solution

Implement an enterprise resource planning (ERP) system to meet California’s Financial Management requirements. This praject begins with the replacement of the

State Treasurer’s Office will also use this system to facilitate cash management processes that relate (o departmental and state level accounting. This alternative is the
same as the preferred altemative contained in the Financial Information System for California Special Project Report (Project #8850-30), approved by the Office of

Technology Review, Oversight, and Security and on December 15, 2006 with a few differences. The differences are:

An adjustment to the schedule to provide for the additional planning and reporting activilies requested by the Legislature to effectively demonstrate the

viability of the project.
An extension of the schedule for the Procurement and Design Phases previously approved by the Steering Committee.
A reduced number of departments included in the initial roll-out (Wave 1 and 2) to address the risk concerus of the Legislature,

A report to the Legislature on the success of the project prior to implementing the next planned roll-out (Wave 2} thus providing the Legisiature with a

desired review opportunity.

An adjustment in the timing of the implementation of the DGS procurement solicitation functionality.

FPage 7

legacy budget and control accounting systems at Department of Finance and at the State Controller’s Office. Departmental accounting will be phased in over time. The




SECTION B: PROJECT CONTACTS

INFORMATION TECHNOLOGY PROJECT SUMMARY PACKAGE

Project # N/A
Doc. Type SPR
Executive Contacts _
Area Area
First Name Last Name Code | Plhone # Ext. Code | Fax# E-mail
Agency Secretary
Dept. Director Michael Genest 916 445-4141
Project Terrie Tatosian 916 445-8918 | 3310 Terrie. Tatosian@dof.ca.gov
Administration
Chief
CIO
Project Spousor Fred Klass 916 445-4923 Fred Klass@dof.ca.gov
Direct Contacts
Area Area
First Name Last Name Code ; Phone# Ext. Code | Fax# E-mail
Doc. prepared by Sue Bost 916 445-8918 | 3310 916 324-4888 | Sue.Bost@dof.ca.gov
Project Executive Sue Bost 916 445-8918 | 3310 916 324-4888 | Sue.Bost@dof.ca.gov
Project Manager Valerie Varzos 916 445-8918 | 3310 916 324-4888 | Valerie.Varzosi@dof.ca.gov
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SECTION C: PROJECT RELEVANCE TO STATE AND/OR DEPARTMENTAL PLANS

r——

1. | What is the date of your current Operational Recovery Plan (ORP)? Date 4/2005 Project # N/A
2. | What is the date of your current Agency Information Management Strategy Date 8/2005 Duc. Type SPR

(AINMS)?
3. | For the propused project, provide the page reference in your current AIMS AIMS 8/2005

and/or strategic business plan.

Page # 17,27
Yes No
r4. Is the project reportable to control agencies? X

HYLS, CHECK all that apply:

X a) The project involves a budget action.
D) A new system development or acquisition that is specificaily required by legislative mandate or is subject to special
legislative review as specified in budget control language or other legislation.
¢) The project involves the acquisition of microcomputer commodities aud the agency does not have au approved Workgroup
Computing Policy.
X d) The estimated total development and acquisition cost exceeds the Departmental cost threshold.
¢) The project meets a condition previously imposed by DOF.
proj P ¥

Page 9

L B A4

o+

P

e Fo e

[ ——



INFORMATION TECHNOLOGY PROJECT SUMMARY PACKAGE
SecTION D: BUDGET INFORMATION

Project # N/A
Doc. Type SPR
Budget Augmentation
Required?
No
Yes | X 1f YIS, indicate fiscal year(s) and associated amount: I
FY | 200506 | FY | 2006-07 | FY | 2007-08 | FY * | 2008-09 | FY [ 200910 | FY | 2010-11
$4554 $1,777.6 $3971.0 $37,649.6 3426116 $ 78,061.0
FY | 201112 | FY | 2012-13 | FY | 2013-14 | FY | 2014-15 | FY | 2015-16_| FY | 2016-17 | FY | 2017-i8
$ 32,7719 $48,034.1 $9,344.0 $-43,501.2 $-234435 $-38,004.0 $-45,189.2
PROJECT COSTS (2005-06 thru 2011-12) (S Thousands)
1. Fiscal Year 2005-2006 2006-2007 2007-2008 2008-2009 2409-2010 2010-2011 2011-12 || SUBTOTAL
2. | One-Time Cost 866.3 5,019.7 6,704.4 30,6701 64,180.5 1714461 143,696.8 $372,583.9
3. | Continuing Costs 0 0 0 9,396.5 18,498.0 39,293.5 49.814.7 $117.002.7
4. | TOTAL PROJECT BUDGET $866.3 $5,019.7 $6,704.4 $40.060.6 $82,678.5 $160,739.6 $193511.5 $489.586.6
SOURCES OF FUNDING
5. | General Fund 455.4 2,233.0 6,204.0 2.417.0 2,417.0 24170 2417.0 $18,5604
6. Redirection 410.9 2,786.7 500.4 2G98.0
7. Federal Funds
8. Special / Other Funds
9. | Finaacing 37,649.0 80,201.5 158,322.6 191,004.5 $467,328.2
10. | PROJECT BUDGET $866.3 $5,019.7 $6,704.4 $40,066.6 $82,678.5 $160,739.6 $193511.5 $439.586.0

* Beginning 2008-09, assumes a $2.417 million base.

Project Costs continued on following page.
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INFORMATION TECHNOLOGY PROJECT SUMMARY PACKAGE
SECTION D: BUDGET INFORMATION

Project # N/A
Doc. Type SPR
PROJECT COSTS (2012-13 thru 2017-18) )} ($ Thousands)
1. Fiscal Year 2012-2013 2013-2014 2014-2015 2015-2016 | 2016-2Q17 2017-2018 | TOTAL
2. One-Time Cost 176,976.0 179,342.5 125,538.9 98,578.2 52,6454 0 $1.005.064.9
3. | Coutinuing Costs 64,570.6 71,5482 81,850.5 85,367.7 93,2959 1 100,752, $614.387.7
4. TOTAL PROJECT BUBGET $241,546.6 $250,890.7 $207,389.4 $183.945.9 $14594]1.3 F1O0.752.1 $1.620.052.6
SOURCES OF FUNDING
A. General Fund 22,7153 24 950.9 28,1159 29,238.0 31,9967 32,1754 $187.752.6
0. Redirection $ 3.098.0
7. | Tederal Funds 11,592.0 12,852.0 14,652.0 15,300.0 16,740.0 18.126.0 $89.262.0
8. Sperial / Other Funds 32.264.4 35,771.4 40,781.4 42 585.0 46,593.0 | 50.450.7 3248 4459
9. | Financing 174.974.9 177,316.4 123,840.1 96,822.9 50.611.6 0.0 $1.090.8941
10. | PROJECT BUDGET $241,546.6 $250,890.7 $207,389.4 $183,945.9 $145941.3 $100,752.1 $1.620,052.6
PROJECT FINANCIAL BENEFITS
| 1. Cost Savings/Avoidances $0 $0 $0 $0 50 50 $0 $0
12. | Revenue Increase 30 50 $0 $0 $0 $0 $0 $0

—Note: The totals in ltem 4 and Item 12 must have the same cost estimate.
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INFORMATION TECHNOLOGY PROJECT SUMMARY PACKAGE

SECTION E: YVENDOR PROJECT BUDGET

Project # N/A
[ Vendor Cost forr SPR Development (if applicable) | N/A J Doc. Type SPR
| Vendor Name | |

VENDOR PROJECT BUDGET

1. Fiscal Year 2005-20006 2006-2007 2007-2008 2008-2009 2009-2010 2010-2011 2011-2012 SUBTOTAL

2. Software Customization Budget 0 0 0 0 9,770,605 48,853,024 43,230,070 $101,853,099

3. Project Management Budget 0 92,510 488,389 650,000 650,000 500,000 500,000 $2.880.899

4. Independent Oversight Budget 0 97,700 312,624 327,400 997,400 997,400 907 400 $3.729.924
] 5. 1V&V Budget 0 97,700 235,224 250,000 920,000 920,000 920,000 $3,342 924

0. QOther Budget 0 2,590,073 365,000 433,333 3,498,667 6,013,000 7.429.000 $20,329.073

7. TOTAL VENDOR BUDGET $0 $2,877,982 $1,401,237 31,660,733 $15,836,671 $£57,283,424 $53,076,470 $132,136,519

1. Fiscal Year 2012-2013 2013-2014 2014-2015 2015-2016 2016-2017 2017-2018 TOTAL

2. Software Customization Budget 85,722,490 89,414 019 44,990,176 34,042,872 15,557,784 0 $372,181,040

3. Project Management Budget 500,000 500,000 500,000 500,000 250,000 0 $5,130,899

4. Independent Oversight Budget 437 400 437,400 437,400 437,400 218,700 0 $5,698,224

5. | 1V&V Budget 360,000 360,000 360,000 360,000 180,000 0 $4,962.924

6. Other Budget 7,094 0600 6,532,000 3,025,000 1,525,000 500,000 ] £39,005,073

7. TOTAL VENDOR BUDGET $94,113,890 $97,243 419 $49.312,576 $37,465,272 $16,7006,434 $0 $426,978,158

(Applies to SPR only)

PRIMARY VENDOR HISTORY SPECIFIC TO THIS PROJECT

8. | Primary Vendor '

9, Contract Start Date

10. | Contract End Date (projected)

1i. { Amount $

PRIMARY YENDOR CONTACTS

Area Area
Vendor First Nanie Last Name Code | Phone # Ext. | Code | Fax# E-mail

i 12,
| 13.

14,
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RISK ASSESSMENT

Yes No
Has a Risk Management Plan been developed for | X
this project?

General Comnient(s)

A summary of the risk management plan is contained in Section 5 of this document.
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Special Project Report 3.0 Proposed Project Change

3.0 Proposed Project Change
3.1 Project Background/Summary

The majority of the current state accounting, budgeting, and procurement systems have
been in operation past their beneficial useful life and are becoming detrimental to the
state. Some systems were developed in the 1670's before desktop computers became
standard operating equipment. These systems are disparate, “stovepipe” legacy
systems as well as stand-alone departmental systems that lack adequate integration to
meet the state’s business objectives. Because of this, not only do many of the state’s
business processes in these areas continue to be manual in nature, supplemented with
spreadsheets, personal databases, and paper documents, but the processes have not
been improved to benefit the state’s stakeholders and business needs.’

in 2005, the DOF developed a Feasibility Study Report (FSR) that proposed the
implementation of a commercial-cff-the-shelf (COTS) Budget Information System (BIS)
to meet statewide and departmental budget development and budget administration
needs.® The objective of the BIS Project was to develop a comprehensive statewide
budget system to prepare, enact, and administer the state’s annual financial plan
(budget) and to provide critical information required to make budget decisions and
manage state resources. The solution was also intended {o address other critical
information and budget deliberation needs of the Legislature and to take into account the
intent to develop a future enterprise financial management system for business-related
applications that are common statewide.

The BIS Project Team gathered information from a variety of sources including:

» Experience with enterprise resource planning (ERP) systems in other states,
other public sector organizations and the private sector.

« Market Research on ERP systems in the public and private sectors.

« Input on business needs from state departments during comprehensive
requirements-gathering workshops.

=« Experience of selected state departments (such as Water Resources, Motor
Vehicles, and General Services) with ERF implementations.

+ Educational Workshops hosted by DOF and conducted in June 2006 by all of the
leading ERP vendors.

The collaboration and discussions with the project stakeholders, along with the
infermation gathered and shared in researching efforts in other governments (state, local
and federal level) and corporations, brought into sharp focus the need to consolidate and
modernize the state’s entire financial management system into a single project, rather
than simply developing a separate statewide budget system followed by implementation

? There were years of each control agency exploring solutions, including joint efforts solutions, such as the
California Performance Review (CPR) to address these issues. See www.cpr.ca.gov for additional
information on the CPR.

* The Budget Information System Feasibility Study Report (Project #8860-30) was approved by the Office
of Technology Review, Oversight, and Security (OTROS) on July 14, 2005. For more information on
OTROS see Chapter 183, Statutes of 2607 (SB 90},
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Special Project Report 3.0 Proposed Project Change

of additional ERP modules. In addition, through these efforts, there was a clear
conclusion that one of the intended objectives of the BIS Project, budget administration,
could not be accomplished as envisioned within the existing project scope.

There was a broad realization among the stakehoiders that the state would remain
unable to conduct business efficientty or effectively using the existing numerous,
independent, stand-alone administrative systems. In addition, there was a growing
concern that the existing financial management infrastructure was becoming more fragile
with each passing year because of the loss of knowledge and skills as state employees
who developed and supported these systems began retiring. Coupled with this was the
lack of manufacturer support for many of these systems and the inability to atiract
employees to develop the skills to support aging system architecture.

Accordingly, a collaboration and growing consensus developed among various agencies
responsible for the state's financial management for the need to implement a
comprehensive statewide financial management system that includes budget,
accounting and procurement functionality. From this collaboration emerged a
partnership of four control agencies, DOF, the State Treasurer’s Office (STO), the State
Controller's Office (SCQO), and the Department of General Services (DGS) (Partner
Agencies). The Partner Agencies collaborated to deveiop a Special Project Report
(SPR) that recommended the development and adoption of a “Next Generation” system
that would prepare the state’s systems and workforce to function in an integrated
financial management system environment.*

This section summarizes information presented in the SPR. Refer to that document for
further details and information.

3.1.1 FI$Cal Vision Statement
The Partner Agencies agreed on a vision for the FI$Cal Project:

To serve the best interest of the state and its citizens and to optimize the
business management of the state, we will collaboratively and
successfully develop, implement, utilize, and maintain an integrated
financial management system. This effort will ensure best business
practices by embracing opportunities to reengineer the state's business
processes and will encompass the management of rescurces and dollars
in the areas of budgeting, accounting, procurement, cash management,
financial management, financial reporting, cost accounting, asset
management, project accounting, grant management and human
resources management.

3.1.2 Enterprise Resource Planning (ERP)

3.1.2.1 Background

A key element of this SPR, the Preferred Alternative, and Other Alternatives is the use of
an ERP software package and technology platform. In contrast to other options for
satisfying the state’s business objectives, such as acquiring individual, non-integrated
‘best of breed” software solutions or custom developing applications, ERP solutions

* The FI$Cal SPR (Project #8860-30) was approved by OTROS on December 15, 2006.
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have emerged as the standard software application suite for financial administration and
operations.

Project research indicates large enterprises in both the private and public sector have
favored acquiring an ERP solution. Major reasons for this choice include:

s ERP solutions provide configuration flexibility yet include the much iower and
predictable cost of a COTS (including implementation, maintenance and
operating costs) versus a customized solution.

» ERP solutions have been implemented in a broad range of public and private
organizations, providing a supply of expertise and knowledge to maintain and
support a COTS ERP.

« ERP applications are based on “best-practice” processes and are buili on a
highly scalable and maintainable technology platform.

o ERP solutions support a wide variety of well-integrated business functions,
providing the option to implement other modules or systems in the future, with
limited development cost and minimal configuration cost.

ERP solutions include many fundamental attributes that are seen as strengths inherent
in the software design:

e Integration of data and processes—workflow is often embedded in the software.
e Provides a platform for decision support and business intelligence.

« Basic benefits are real:

o Improved business processes, better access to data, improved
productivity.

o Elimination of legacy system costs.
o Scalable to meet the needs of small, medium, and large organizations.
o Implementation of best practices developed from a number of industries.

o Continucus updates and upgrades to keep the system updated and
current.

» Provides transparency and internal controls.

3.1.2.2 ERP Benefits
ERP technology offers the following benefits to improve the state’s business practices
and performance:

1. Increase fiscal accountability and control at all ievels of an organization, including
statewide.

2. Standardizes and modernizes technology, which will reduce the wide variety of
programming languages, tools, and databases used in the state.

3. Eliminates redundant systems and processes by integrating all financial
information into a single system.
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Special Project Report - 3.0 Proposed Project Change

4. Streamlines government operations and gives managers, end-users, and
stakeholder’s access to timely and accurate information,

5. Increases transparency to provide a better basis for decision making and
knowledge sharing to the public and the state's business partners.

6. Utilize best practices for handling and processing data.
7. Supports project, grant, and activity-based reporting at muttiple levels.

Based on the Project's market research, another clear benefit of a statewide ERP
system is integration. Due to the expense of implementing multiple ERP systems
without achieving the full benefit of integration or reengineering opportunities, it would
not be in the state's best interest nor would it be fiscally prudent to develop independent
systems to address the state’s aging infrastructure. The development of the proposed
statewide system reflects the partnership of DOF, SCO, STO, and DGS. Collectively
these agencies have responsibility for:

» Developing fiscal policy. 7

s Providing fiscal policy oversight and advice.

e Preparation of the annual budget that ensures the state's financial integrity.
+ Operation and maintenance of the state's accounting system.

« Fiscal control over the receipt and disbursement of public funds.

» Custody of all monies and securities of the state.

» Investment of the state’'s and locals’ idle cash in a prudent manner.

» Centralized business management functions and services to support the
statewide enterprise.

« Management of state-owned property.
+« Procurement of commodities and information technology goods and services.

Finally, ERP solutions have matured to a point where they provide a full set of public
sector features and functions. By using “out-of-the-box” or baseline capabilities, already
in use at numerous federal, state and local entities, software customization and
modification is significantly curtailed. The risk associated with developing and
maintaining “home-grown” software applications is greatly minimized.

The specific advantages for FI$Cal are discussed in Section 3.5.4.1.

3.1.2.3 ERP Implementation Approach

ERP solutions are typically phased-in over time due to the scope, complexity and impact
a project will have on an entity. In order to better manage risk, leverage project team
resources and manage the overall project, system features, functions and capabilities
may be introduced at different times and/or to different sets of users in a graduated
fashion.

A phased-in approach also allows the project team to build on the success of earlier
phases (i.e., stages/waves). The user community, executive management and the
project team have a demonstrated success to highlight the benefits of the new system.
In addition, lessons learned from past challenges can be applied to future phases.
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The specific phased-in implementation approach for FI$Cal using project stages and
implementation waves is discussed in Section 3.5.5 Preferred Alternative, Project
Phasing. See the illustration below for a graphic depiction of stages and waves for the
Preferred Alternative.

Fi$Cal Project Waves

Stage 1:

Year 1:  Depenmantal Preparation

Year 2:  Project installalion

Yeard: Wave 1 - Go Live, Stabitize & Supporl
Stage 2:

‘Wave 2-5 - inplermant Remaining oyt i
Depattments & Support 'W%."E 2

Praparation | - tnstallalion

FY D8-0% FY 0g-10 FY 1011 FY 13-12 FY 12-1% FY 13.14 FY 44-15 FY 15186 FY 617 FY 1718 FY 18-18 FY 1820

3.1.2.4 ERP Implementation Assumptions

There are severa! assumptions implicit in selecting an ERP solution to replace a
collection of legacy systems.

« Baseline ERP Functionality: The baseline business processes availabie in the
ERP suites are assumed o have sufficient public sector functionality to satisfy
the state’s requirements without significant customization. Baseline capabilities
are those available in the delivered software ~ “out of the box” features, functions
and options. Significant modification and customization to the software has
historically created proeblems maintaining and upgrading ERP solutions®.

» Best Practices: The baseline business processes available in ERP suites are
assumed to embody industry-accepted best practices that do not require
changes in transaction logic, processing algorithms or other modifications for the
state to use “as is”. This has been demonstrated in the implementation of ERP
suites in California state agencies and municipalities, as well as other states and
the federal government.

« Standardized Business Processes: The baseline business processes available
in ERP suites can be used as the basis for standardized business functions used
across the state. For example, the process to submit and process a purchase
requisition will be the same for all state organizations.

» Standardized Commodity Codes: A critical part of the procurement system is
establishing a standardized commodity and service code for the purpose of
standardized descriptions and data collection.

e Chart of Accounts: ERP solutions use a single, common chart of accounts. This
project must first establish common rules that can be used for both budgeting
and accounting activities. Therefore, a common chart of accounts will be

*In 1999, Department of Water Resources (DWR) implemented an ERP system but utilized significant
customizations. Based on that experience, and the lessons leamed, DWR re-implemented in 2005,
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established by a cross section of budget, accounting, and business stakeholders
to develop a foundation or system architecture that can be later expanded and
ufilized for budgeting and accounting functions.

Effective Change Management: The shift from "departmental business
processes” to “standardized business processes” for common business activities
implicit with ERP solutions will require significant and effective change
management. It is assumed the proposed project approach and vendor(s)
impiementation methodology will sufficiently address this aspect of the

Fi$Ca!l Project.

3.1.3 Project Goals

The foliowing project goals were jointly agreed to by the Partner Agencies. These goals
are fundamental to the success and the future financial management health of the state.
The agreed upon goals include the following:

1.

Reengineer the state’s outdated business architecture and processes. The
FI$Cal Project provides a unigue opportunity o coordinate, pariner, and create
new standard business architecture and focus on a statewide strategy.

Address workforce succession planning through the use of a common statewide
system to provide homogenous business processes, practices, standardized
tools, and administration to state employees performing the basic business
process of the state. This will significantly reduce training costs as employees
move from one agency/depariment {0 another.

Address workforce succession planning by modernizing the knowledge and skills
of the state’s financial management workforce. Modernizing the classifications
and testing also support this goal.

Address knowledge transfer to various levels of state staff to minimize or
eliminate long-term reliance on vendor operations support and maintenance.

Integrate the budget development, budget adminisiration, accounting,
procurement, payment/disbursements, cash management, asset management,
human resources and reporting processes of the state.

Provide accessible managemént information with both depth and breadth
through business intelligence applications.

Provide superior data quality and integrity by formulating common business
terms, policies, and practices within a system that empioys strong internal
controls.

Maintain an archive of historical electronic information that can be retrieved when
needed.

Establish the state’s ERP software standard.

. Improve understandability of the budget to the public, Legislature, and

department management (especially those responsible for specific program
expenditures).
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3.1.4 Project Objectives

3.1.4.1 Qualitative and Quantitative Objectives

The following objectives reflect major improvements expected from the implementation
of FI$Cal:

1.

Replacement of the state's aging legacy financial management systems while the
workforce with knowledge of those systems can facilitate the transition to a single,
standardized, modernized, and supporiable system.

Increased transparency for better decision making and knowledge sharing to the
public and the state's business partners, including the Legislature.

increase fiscal accountability and control at all levels of an organization, including
state level.

4. Automate and standardize reporting mechanisms.

10.

11.

System modernization to support the state's succession planning for much of the
financial management workforce.

Improve access to timely and relevant revenue and expenditure information to
enable decision makers to make better informed decisions at all levels and
branches of the government enterprise.

Provide tools to monitor expenditures against an approved budget and provide
alerts when deviations occur.

Track statewide purchase volumes by vendor and/or commodity type to identify
areas where guantity discounts might save money.

Provide the ability to know where the state's assets are in the event of a
statewide emergenocy.

Provide a comprehensive view of the statewide accounts receivable status
(collection rates and aging information). This will likely enable the state to
improve the collection of accounts receivable. Note that this system ability would
not apply to the state's large business specific systems such as child support or
delinquent taxes in FI$Cal.

Provide information to the vendor community on business relationships with the
state (e.g., status of invoice payments.)

3.1.4.2 Increase Staff Productivity

1.

Reduce entry of the same expenditures, revenues, and personnel years (PYs)
data in multiple files and multiple formats by 25 percent. Currently it is estimated
that 14,000 hours of DOF staff time is spent in data entry and reporting activities,
for a cost of $425,000. Additionally, it is estimated that approximately

18,000 hours of DOF staff time was spent on recenciliation activities due to the
duplicate data entry efforts, for a cost of approximately $515,000.

Reduce the number of hardcopy handoffs (e.g., Schedule 10s and Budget
Galley) by 50-75 percent. During the development of the 2004-05 Governor's
Budget, it is estimated that Financial Operations maintained thirty (30) separate
logs that tracked handoffs of various budget documents throughout the budget
process. It is estimated that each Budget Unit also maintains approximately five
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logs each to track various items throughout the budget process for a total of
about thirty (30) additional logs maintained throughout DOF. As a result of the
eBudget implementation in 2004-05 (to produce the 2005-06 Governor's Budget),
a reduction in document handoffs was achieved. With the implementation of
FI$Cal it is anticipated that these handoffs will be further reduced to fully realize
the 50-75 percent reduction.

Reduce the number of special purpose spreadsheet drills by 50 percent since the
majority of data necessary to respond to these drilis will be available as part of
the core functionality of FI$Cal. During the 2003-04 budget development cycle
(from development through enactment), there were 175 special purpose drills.
Additionally, a number of these drills were completed multipie times with different
data requirements.

Provide interface payroll data from the SCO for purposes of projections for cash
flow.

Eliminate the manual entry of deposits for bank reconciliation. Agencies will
enter deposit records into the FI$Cal system.

Establish a single source for electronic positive pay files and electronic stop
payment files from all agencies.

Eliminate redundant entries by approximately 4,000 purchasers statewide intc
multiple disparate data systems with multiple formats administered by the DGS.
Currently it is estimated that state purchasers spend approximately 16,500 hours
annually entering data into disparate systems.

FI$Cal will streamline departmental preparation of reports required either by
statute or by policy to be submitted by departments to the DGS. Currently it is
estimated that departments spend approximately 13,000 hours annually
preparing these reports. : '

3.1.4.3 Increase Information Accuracy

1.

While the number of errors and omissions to prior budgets has not been
specifically tracked and wouid be difficult to quantify, implementation of a single
system-is likely to reduce the need for technical corrections to the proposed and
enacted budgets by 15 percent.

Eliminate inconsistent data entry formats for the same data elements (e.g., whole
dollars versus rounded dollars, such as $151,650 versus $152,000).

Eliminate the need for manual comping® of various budget documents such as
the galley by budget unit analysts and the Central Unit. As a result of the
eBudget implementation in 2004-05, a reduction in manual comping was
achieved. With implementation of FI$Cal it is anticipated that the remaining
comping activities will be eliminated.

Reduce the SCO's data entry activities related to receipts (e.g., claims, year-end
reports, journal entries) by 70 percent. This reduction will be realized by
capturing data entered at the department ievel through an electronic interface or
direct utilization of the system. On average, the SCO staif re-enters data from
approximatety 1,100 claims and 220 receipts daily, representing approximately
275,000 claims and 56,000 receipts processed each year.

% Comping is a term used to describe compilation of data.
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5. Reduce entry of the same expenditure and revenue data in multiple files and

multiple formats by 60 percent. For example, past/prior-year revenue and
expenditure data is kept in separate databases at the departments, DOF, and the
SCO. Each database requires its own data entry. By having the amounts kept in
one database, the information will only need to be entered once.

Extract and compile accruals for receipts, reimbursements, expenditures for
improved cash management.

Provide the STO the exact amount of each warrant issued under a single claim
and its means of delivery, improving the STO’s ability to manage cash.

Increase the efficiency of reconciling physical warrants to SCO records by
automatically accessing electronic files.

3.1.4.4 Provide Timely Access to Data

1.

6.

Reduce the late submission rate of year-end financial statements by 50 percent.
In 2004-05 approximately 15 percent of 296 organizations submitted their year-
end financial statements after the established deadline. While more current data
is not available, this rate has remained relatively unchanged over time. Late
submission of these reports cause delays in preparing required reports and could
impact the state's credit rating. This improvement is achieved by departments
having a more flexible and timesaving system that will significantly expedite their
year-end preparation process.

Reduce inquiries regarding claim and payment status from departments and
vendors to the SCO by 60 percent. This will be achieved by providing web-
based access and look-up capabilities. It is assumed that department staff will
also benefit from this added capability.

Sort and organize funds into different classifications, (e.g., certain special
revenue funds and internal service funds, appropriations, and Prop 98) for cash
management reporting purposes.

Improve the timeliness and accuracy of reported revenue and disbursement
information for STO cash forecasting.

Reduce the time lag in reporting Centralized Treasury System deposits to the
SCO.

Allow STO to receive deposit information directly from departments.

3.1.4.5 Replace Aging Technology Platform

1.

Reduce the number of stand-alone systems supporting DOF's budget
development and administration processes by 80 percent.

Reduce the number of shadow systems or subsystems used 1o collect data for
external reporting purposes. The majority of data necessary to record and track
the expenditure of project and grant funds will be available as part of the
statewide financial management system. While the number of these systems
(including special purpose spreadsheets) is unknown at this time, the readiness
assessment for each department completed prior to system development will
include an inventory of existing systems and their purpose to determine an
appropriate baseline that can be measured.
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3. Reduce the number of stand-alone accounting systems used in the preparation
of reports for all reporting bases by 60 percent. Replace three separate SCO
systems that support the following bases of accounting and reporting — Cash,
Budget/iLegal, and GAAP” — with a single integrated system. Automate reporting
and publication of financial data to produce electronic and hardcopy financial
statements.

3.2 Project Status/Milestones
The Project has made consistent progress since the FSR was approved in July 2005.

| MilestoneiActivity Date(s)

hl_nformation Technology Procurement Plan Approved 8/2005
Conducted Procurement for Chart of Accounts/Acquisition Assistance _.‘.m] 0/2005; 212008
Conducted Statewide Workshops and Published Findings on the State’s Chart | 4/2006 — 9/2006
of Accounts ‘
Conducted Statewide Business Requirements Workshops 7/2006 — 10/2006
Developed FI$Cal SPR #1 ‘ 7/2008 — 10/2006
SPR #1 approved 12/2006
Conducted additional requirements sessions/workshops dedicated to SCO, 12/2006 - 3/2007
DGS and STO
Updated Information Technology Procurement Plan Approved 4/2007
Updated requirements based on two statewide reviews of Reguirements 12/2006 — 4/2007
Developed Draft RFP 12/2006 — 4/2007
Reviewed first draft of RFP 4/2007
Conducted facilitated discussions on the requirements and the RFP 4/2007
Acguired Independent Verification & Validation (IV&V) and Project Oversight 3/2007 — 4/2007
Acquired Project Management Services 412007 - 5/2007
Consolidated/updated RFP review comments 5/2007 - 6/2007
Provided RFP to DGS & DOF/OTRQCS for review 7/2007
Enhanced Project Governance Structure 8/2007 ]
Developed and implemented Partner MOU 8/2007 — 10/2007
Amended oversight/IV&V contracts to include BSA 9/2007
Developed FI$Cal SPR #2 B 8/2007 ~ 11/2007

3.3 Reason for Proposed Change

The main reason for the proposed project changes identified in this SPR are Legislative
requests {o the FISCal Project and extensions to the project schedule approved by the
FI$Cal Steering Committee,

3.3.1 Legislative Request

With the 2007-08 Budget, the Legislature required the Project to pause and develop
additional project planning documents. This resulted in an extension of the Planning
Phase of the project by one year.

7 Generally Accepted Accounting Principles.
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Provisional language in Chapter 172, Statutes of 2007(SB 78), Item 8860-002-0001 of
Section 2.00 requires the Project to do the following:

1.

The Department of Finance shall submit to the Legislature, no later than April
1, 2008, an approved Special Project Report for the Financial Information
System for Caiifornia (Project #8860-30). The Special Project Report shall
incorporate project alternatives that include, at a minimum: (a) continuing with
the project as proposed in the Special Project Report approved December
15, 2006, (b) continuing with the design, development, and implementation of
the Budget Information System as described in the Feasibility Study Report
dated July 14, 2005, {c) developing and implementing a proof of concept
including the control agencies' statewide functions and a select few
departments, and (d) no action.

The Special Project Report shall also include: (a) a plan of funding that
evaluates alternative financing options and the use of special funds and
federal funds, (b) a report on the status of funding discussions with the
federal government, (¢) the formalization of roles and responsibilities, through
the execution of memoranda of understanding, among the following project
partners: the Director of Finance, the Confroller, the Treasurer, and the
Director of General Services, {d) a revised project management plan
addressing project leadership succession planning and vendor accountability
through the management of contracts, and (e) a project oversight plan that
includes regular and independent reviews by the Office of Technology
Review, Oversight, and Security and the Bureau of State Audits.

The Department of Finance shall transfer the contract administration
authority for the Financial Information System for California (FI$Cal) project’s
contract related to Independent Project Oversight (contract) services to the
Bureau of State Audits. The bureau shall monitor the contract, including
assessing whether the concerns of the contractor are being addressed, and
shall periodically report on the contract pursuant to Chapter 6.5 (commencing
with Section 8543) of Division 1 of Title 2 of the Government Code. The
department shall amend the contract to reflect the requirements of this
provision and shall consult with the bureau in making that amendment, and
the bureau shall approve the contents of the amendment prior to its
execution. The confract shall be amended prior to any vendor payment from
any amounts appropriated in this item to fund the contract. For purposes of
this provision, “transfer the contract administration authority” means that the
bureau's authority under the contract shall include, but not necessarily be
limited o, the following:

(a) Receiving and approving for payment by the department, all invoices for
payment under the contract.

(b) Directly receiving from the contractor any reports or other products

produced under the contract, without any modification to those reports or
products by the department.
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(c) Receiving notice of any and all meetings held under the contract so that
the bureau may attend those meetings.

(d) Receiving communications made under the contract. Nothing in this
provision shall supersede or compromise the Office of Technology Review,
Oversight, and Security's project oversight authority and responsibilities with
respect to the FISCal Project.

(e) A communication plan between oversight entities and contractors shall be
developed and presented to the Legislature concurrent with the Special
Project Report.

3.3.2 Schedule Change

In May 2007, the FI$Cal Steering Committee voted to extend the Procurement and
Design phases of the project that, in combination, added one year to the project. The
FI$Cal Project had the opportunity to observe other recent California ERP project
procurementss. Based on the actual activities of those procurements, it was decided
that the Procurement Phase of the project should be extended. This will incorporate
additional participation and validation, improve the quality of the documents and the
process and also reduce risk.

The Partner Agencies also had significant discussion about the number of processes
that must be re-engineered and the potential for policy changes. The discussions led to
the reevaluation of the Design Phase schedule to ensure sufficient opportunity and iime
for these activities. To be conservative and to reduce schedule risk, the Designh Phase
of the project was also extended.

Based on this planning effort; incorporating the Legislature’s requested work products
and activities described in the preceding section, and adjusting to the FI$Cal Steering
Committee's decision to extend the Project’s schedule for procurement and design
activities, the Project’s schedule has been extended by an estimated two years. The
additional two years are reflected in the Preferred Alternative as follows:

» Additional time to enhance the planning of the F’roject and to prepare the reports
and materials requesied by the Legislature. ‘

e Retain the extended Procurement Phase as determined by the Steering
Committee to reduce risk of schedule overages.

» Reduce the number of departments in the first wave of the Project in order to
reduce project risk as suggesled by the Legislature.

« Retain the extended Design Phase to ensure sufficient time for participation,
analysis and develop of the re-engineered business processes.

» Additional time to provide a report and 30 day Legislative review on the progress
of the Project prior to deployment of Wave 2 departiments.

B CDCR Business Information System (BIS), SCO Human Resources Management System {21st Century,
CALTRANS Integrated Financial Management System (IFMS)).
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e Retain five waves, versus the proposed reduction to four waves, for system
deployment to state agencies.

Related effects of these changes also include:

» Minimizing changes to the Legacy systems. This will ensure that any effect to
the departments in advance of their deployment to the new system will be
nominal. In order to achieve this goal, the SCO recognizes an option is to
operate in two environments (both legacy and new systems) for certain programs
and maintain these two environments during the transition if so deemed from the
business-based procurement outcome.

« Earlier implementation of procurement tools. The change in the schedule
proposed with this SPR delayed the development of automating procurement
tools past the originally scheduled impiementation dates. Therefore, these
project functions were transferred from Stage 3 to Stage 1 with the schedule
extension. The functions include: solicitations and the solicitation process,
notices of intent to award, solicitation advertisement and supplier subscription
services, and commercially available electronic catalogs and catalog ordering.

¢ The additional years increase the project cost. The recent events with other
projects as well as the reexamination of project elements increased some of the
other project costs as well.

3.4 Impact of Proposed Change on the Project

This project has evolved from being a statewide, budget-only project, with the intent of
being the foundation for future financial management systems, to becoming the
statewide financial and administrative system known as Fi$Cal. The State Chief
Information Officer voiced support for this change as follows:

"The FI$Cal Project is the single most important initiative the Executive Branch is
proposing to undertake to improve the management and oversight of Executive
Branch administrative operations. The pathway forward based on the former BIS
approach was likely to involve biflions in duplicative spending with an
extraordinarily complex, and perhaps technically impossible, effort to ensure data
interoperability across disparate systems. Fl$Cal is the most cost-effective path
forward and is consistent with private sector best practices.”

J. Clark Kelso, State Chief Information Officer

The foundation of an ERP implementation is the development of the general ledger.
Implementing only the budget portion of the software requires limited development effort
of the general ledger. With the addition of accounting and procurement, the activities
during the implementation phases of the project are much more extensive. Based on
studies from the Meta Group and lessons learned from the other ERP projects, the
Project has planned for a 26 month schedule for the first implementation cycle of
planning, new statewide chart of accounts, detailed requirements and design,
configuration and any necessary customizations, testing, training and deployment out to
the first wave of user depariments.

? Spring 2007 Legislative briefing by the FI$Cal Project.

Page 26



i

Special Project Report 3.0 Proposed Project Change

This sysiem, with its anticipated functionaiity as indicated within scope, wili be used at
both departments and control agencies (DOF for statewide budgets; STO for statewide
cash management; SCO for statewide accounting and reporting, claiming and
disbursing; DGS for procurement). The proposed system will also have a broad impact
on budget staff throughout the state, as well as Legislative budget consultant staff,
Legislative Analyst's Office (LAO), and Legislative Counsel. The state's accounting and
procurement workforce will also be significantly impacted. Virtually ail staff that supports
the state's various administrative processes must learn the features and processes of
the proposed system and implement related changes in business processes.

Partner Agency staff must also learn features and processes of the proposed system
and implement related changes in business processes to achieve statewide benefits.
Since the proposed system wil! utilize modern technology to transform many antiguated
and manual processes, there will be a substantial transition and "learning” curve
associated with the new system. As a result, a comprehensive change leadership,
education, and training program will be required for both departmental and Partner
Agency staff. The Department of Personnel Administration and the State Personnel
Board will also be key participants in the workforce transition process. It will be critical to
keep the various unions informed about FISCal activities and efforts.

In additicn to the anticipated impact on state staff, the proposed system could aiso have
an impact on departmental information technology infrastructure. While the Project
assumes that departmental desktop platforms and infrastructure will support the
proposed financial management system, each department's connectivity will need to be
evaluated to ensure optimum system performance. To the extent a depariment requires
an upgrade of desktops and/or network connectivity, the department will be required to
upgrade their systems prior to implementation and if necessary, submit a separate
budget change proposal to request necessary resources. Those budget change
requests will be considered, and if justified, funded as part of the traditional budget
process.
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3.5 Preferred Alternative — Updated FI$Cal Project

3.5.1 Description

The Preferred Alternative reflects a conceptual change in the way the state will approach
financial management in the future. FI$Cal seeks to provide a single integrated platform
to manage and control financial activities rather than employing separate systems to
meet the constitutional responsibilities of control agencies and the program needs of
departments.

In addition, FI$Cal provides an avenue for the state to revise and update current
business processes. Many of the state’s business processes utilize technology mainly
for transaction processing. These business processes for the most part are manually
intensive and a reflection of a time when there was a smaller volume of state programs,
a smaller workforce and simpler business activities. The current business model does
not reflect today’s business environment, process requirements, program’s business
needs, or technology needs of the state.

State accounting, budgeting and procurement processes cross the functionality silos
created by the existing legacy financial systems. FI$Cal will modernize, realign and
standardize business processes to reflect the state’s current and future business needs.
The state will take advantage of an ERP's efficiencies while providing accurate and
timely information,

The Preferred Alternative utilizes a business-based best-value procurement and seeks a
solution from potential vendors that meets the state’s business requirements and
provides resolution on many design and implementation issues. These issues include
the transition from the existing envircnment to the new environment over the course of
the project. The implementation strategy is designed {o incorporate both the
departments and Partner Agencies’ business needs for the proposed system.

3.5.2 Scope

Affected organizations will participate in project team and leadership roles to develop
and transition over time to a standardized, integrated, automated system to support
administrative functions. Essentially all state governmental entities will utilize this
system within defined roles and responsibilities.

To ensure the full vision can be met by the initial procurement to select a core software
tool and adopt it as a standard, a series of functional and non-functional requirements
workshops have been conducted. The functional, or business, requirements reflect a
consensus set of application features, functions and capabilities necessary to satisfy
state financial management needs.

The functional workshops, scheduled by functional area (e.g., General Ledger, Accounts
Payable), were open to all departments for the purpese of defining requirements.
Workshop participants contributed and reviewed the requirements, either agreeing they
met their business needs or providing additional requirements. As a follow-up exercise,
a series of validation workshops are planned after software selection to confirm the
requirements. By its conclusion, the requirements development process should ensure
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all project participants have had several opportunities to review, modify and confirm the
business reguirements.

3.5.2.1 Initial Scope Efforts

The foliowing table summarizes the business functionality that will be represented by the
initial product selection and has been defined by the Partner Agencies and departments.

Major‘Eu'nc_tibh‘}. i

Sub Fun;:tions

Comments

Budget
Development and
Enactment

Planning

Includes all budget planning
processes.

" Development and Enactment

includes decision making support,
the spring budget updates,
Legislative actions and veto
decision processes.

Position Contral and Salary
Administration

inciudes utilizing position control

and salary administration data from
the SCO for the purpose of budget |
development and administration. 1
This information will also be used }
for other-accounting purposes such
as cost allocation.

Revenue Forecasting

Includes revenue estimates for
most non-majeor revenues (e.g.,
special funds). Complex

forecasting tools used to calculate
the major sources of revenue, ;
primarily for the General Fund will |
continue to work independent of !
this system; although, summary
data will be entered (or interfaced)
to support the budget development
Process.

Budget Documents

Includes the Governor's Budget,
Salary and Wages Supplement,
May Revision Highlights, Budget
Highlights, etc.

Budget
Administration

Budget Administration and Monitoring

includes incorporating real-time
accounting information for budget
monitoring/reporting.

Appropriation
Accounting

Budget Control

Includes Allotment Accounting,
Budget Plans, and Budget
Preparation Support for

departments.
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Major Function

1"Sub Functions =

Appropriation
Accounting
{continued)

Budget Administration

Includes budget Executive Orders
and budget revisions process
among departments, DOF, and
SCO maintaining and
monitoring/reporting.

General Ledger
Accounting

General Ledger

Inciudes central/shared tables for
consistency (e.g., chart of
accounts, commodity and service
codes)

Receivables/
Collections

Revenue and Receipt Accounting

includes revenue and receipt
tracking.

Accounts Receivable

Excludes program-based
cashiering and cash receipting
functions.

Payables

Encumbrance Accounting

Begins with the Requisition Process
for internal control and identification
of “spend” information (i.e., what
are we buying for the state)

Accounts Payable

Includes payable tracking and
request for payment.

Office Revolving Fund

Includes office revolving fund
checks.

SCO Disbursements and Audits

Creation of an electronic or paper
warrant {includes internal controls,
edits, parameters, and validation
protocols} which will be used and
monitored by SCO Audits.

Procurement

Contracts

Includes functionality to establish,
manage, and administer
departmental contracts and the
state’s leveraged procurement
agreements.

Requisitions and Purchase Orders

Includes functionality to create
requisitions, create and manage
purchase documents, delivery and
receipt, and manage the state's
payment cards.

Vendor Management

includes requirements for
consistent departmental processing
and statewide process including a
single statewide vendor file.
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‘Major Function

{ Sub Functions -

Comments -

Procurement

{continued)

Solicitations and the solicitation process

includes utilizing best practices for
electronic Bids, Request for
Information or Request for
Proposals.

Notices of intent to award and contract
award

Includes award processes.

Solicitation advertisement and supplier
subscription service

Related to the solicitation
processes.

Commercially available electronic
catalogs and catalog ordering

Excludes customized electronic
catalogs.

Project Accounting

Project Repository

Provides a comprehensive data
store for project expenditures
across the state. Provides for multi-
year project budgets.

Capital Projects

Inciudes working in conjunction with
specialized project management
and engineering systems for
departments focused on capital
projects.

Project Reporting

Records and reports on project
financial activity as necessary to
meet federal, state, and
management needs.

Grant
Management

Grant Tracking

Tracks grants, whether the state is
a grantee or a grantor.

Grant Repository

Provides a comprehensive data
store for grant activity across the
state.

Cost Accounting

Labor Distribution

Includes distribution of personnel
and overhead costs across different
programs, projects, grants, and
other chart of account elements.
Labor distribution should be as
close to real time as possibie.

Indirect Costs

Includes a cost allocation and labor
distribution component, addressing
program, project, fund, unit, and
activity. Indirect costs should be as
close io real time as possible.
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Major Functi

Comments.

Cash
Management

Cash Tracking/Forecast

Track and forecast cash deposits,
disbursements, and cash balance;
maintain and monitor cash balance
of funds (STO); and borrow cash
from internal and external sources
(STO).

Bank Reconciliation

Includes the monitoring and
managing of the cash in depository
banks.

Deposits Includes providing the Front-End
Deposit System {(FEDS).
Chack Writing Includes a check writing system.

Bank Account /
Warrant
Reconciliation

Bank Reconciliation

Bank reconciliation between the
STO and third-party financial
institutions.

Banking Services

The STO acts as a bank and is
presented with state issued checks,
vouchers, and warrants by financial
institutions for redemption.

Other Bank Account / Warrant
Reconciliation

Will reconcile the agency checking
accounts (e.g., Office Revolving
Funds, trust accounts and other
cash/general cash accounts} which
are expected to remain. Includes
SCO warrant reconciliation.

Asset
Management

Basic Asset Management

Focusing on department and state-
level asset accounting
{Governmental Accounting
Standards Board 34 and 35). In
scope asset accounting includes
the description of assets (inciuding
works of art/treasures; tracking and
location of assets; useful life and
depreciation; impairments (CASB
42); and the ability to reconcile the
inventory to the control account.

Human Resources

Position Control and Salary
Administration

The payroll system administered by
SCO is the system of record
including al! transactions relaied to
this functionality. Data transfer from
the payroll system is used to
support budget and accounting
functionality requiring this
information.
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Major Function

Sub Functions -

Comments

Human Resources

(continued)

Labor Distribution data

State accounting requires labor
distribution to spread costs to other
funds and programs.

Role-based |dentity data

Single Time Sheet

Employee identification/
authentication and role-based
authority (for the FI$Cal Project
only).

. Includes Single Time Sheet for

state employees for both cost
accounting and leave accounting.

SCO Audits

Expenditure Audits

This is not a function of the system,
but a requirement by statute for all
expenditures to be audited before
paid. This audit function is defined
by a set of requirements and will
include standard processes and
audit tools to meet the
reguirements.

Security

Security Plans and Protocols

This is not a function but a
requirement to include security
pians and protocals to provide
sufficient level of protection and
integrity for the state’s critical
information, as well as Partner
Agencies and depariment business
needs.
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3.5.2.2 Out of Scope in Initial Effort

The following functionaiities are not in the scope of Stage 1 or Stage 2 of the FI$Cal
Project. However, since it is the intent of the state to standardize its administrative
software, the FI$Cal software may be used to include these functionalities in Stage 3 as

separate projects.

3.0 Proposed Project Change
Preferred Alternative

“Sub'Functions -

[ comments.

Asset DGS/Department Functions Functions whiere asset

Management management functionality is
desired beyond asset accounting,
identification and location.

Procurement Inventory Management Functions that track the

warehousing, utilization, and
restocking of inventory.

Human Resources

Human Resources

All functions with the exceptions
noted in the Initial Scope Efforts.
The payroll system administered by
SCO will be the source of data.

Revenue Revenue Forecasting Forecasting requiremenis

Forecasting performed by DOF for major
revenues using data which
originates from departments (e.g.,
FTB, BOE).

Payables Empioyee Expense Claims SCO has CalATERS in place which

all departments are mandated to
use by July 1, 2009. When
CalATERS must be upgraded, just
like the other A/R systems, this
software may be used for the future
replacement or upgrade of these
systems in separate but related
Stage 3 projects. There may be
depariments exempt from
CalATERS that may require this
functionality sooner as a separate
but related project.
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Major Function

Sub Functions"'f‘ s

Comments

Various

© Specialized Business Functionality
. Department Systems

Specific functionality, such as major
{very large and specialized)
Cashiering/Cash
Recelpting/Accounts Receivable, is
excluded. However, a key function
is to record revenue and cash and
reconcite to the cashiering
subsidiary sysiems. Accounts
Receivable must be part of this
system. It is a critical subsidiary o
the GL and a foundation of the
ERP. Very large, speciaity A/R
systems such as Department of
Public Health's Genetic Disgase
billing system or Franchise Tax
Board's ARCS (Accounts

. Receivable Collection System} are

not part of this project. Therefore,
the software selected will stipulate
that capabilities to support these
types of functions will be available
because the tool selected may be
used for the future replacement or
upgrade of these systems in
separate but related projects. There
are also very specialized
expenditure programs such as
Medi-Cal, in Home Supportive
Services, and Child Support that
have special custom programs to
meet their mandates. It is expected
that the standard functions of these
and other special expenditure
programs will be part of the FI$Cal
system such as payables,
disbursements and bank
recongiliation. In summary, while
some specialized systems will
reside outside of FI$Cal {for
exampie, to determine what
amounts should be apportioned to
local governments, what should be
paid to IHSS workers or doctors,
etc.) the outcome of these
computations will populate the
functions of FISCal in the Accounts
Receivable, Accounts Payable,
General Ledger.
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The first stage of the project will defer departments that have implemented or are in the
process of implementing an ERP system; however, these departments will be required
to provide data for receipts, accounting, disbursements, and year-end reporting. As
these department's ERP systems require upgrades or the department desires expanded
functionality, they will move to the FI$Cal system. A standard interface will be
developed for these departments to either exchange data or information through the
interface or to enter state-level information into the statewide ERP system as needed by
one of the Partner Agencies for this stage. Most departments have not developed the
budget portion of an ERP system and it is expected that they will utilize the FI$Cal
system for budget development. This interim process will remain in place until the full
transition to a statewide financial and administrative system is completed.

3.5.3 Assumptions
This alternative takes into account the following key assumptions:

» Enterprise Licensing: The proposed statewide ERP software will be a one time
purchase; however, the implementation and configuration of the system
components will be incrementally developed and installed. In terms of licensing,
the state will obtain and use an enterprise license that ensures only those
licensing costs applicable to a specific project phase or activity will be charged.
The state does not intend to pay for licenses until they are needed to ensure the
best pricing for the state and compliance with Control Section 11.10™.

s Completed Rollout: The objectives and improvements are predicated on a fully
implemented Fi$Cal financial management system.

e  Workforce Modernization: The state will be able to develop, recruit and retain a
workforce with the necessary skills, knowledge and experience o implement,
operate and maintain the selected system.

s Vendor Resources: The state will be able {o supplement existing management
and staff resources with vendor resources having equivalent or the necessary
skills, knowledge and experience throughout the duration of the project.

« Stakeholder Participation: The key stakeholders, including, but not limited to, the
Governor's Office, the Legislature, Partner Agencies and participating
departments will be involved in high-leve! ptanning, management and cversight
throughout the duration of the project. '

s Technology Capacity: The state's technology infrastructure wili be sufficient to
support an ERP software solution and related performance requirements. This
includes network bandwidth, processing capability, workstations. To the extent a
department requires an upgrade; they will be required to submit a separate
budget change proposal to request the necessary rescurces.

o Operational Commitment: Uniike custom-developed software, ERP suites are
packaged soiutions with a life cycle involving defect corrections, software
updates and new releases. The evaluation, testing, imptementation and training

' Control Section 11.10 is the Legislature’s means of being informed of statewide software licensing
agreements that have not been previously approved by the Legislature that obligate state funds in the
current or future years.
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around each of these iife cycle changes will require dedicated personnel,
equipment and infrastructure in a centralized support structure.

Partner Agency Collaboration: Partner Agencies will collaborate to resolve
technical, program and policy issues in order to develop a single, integrated
system that meets the needs of all users.

Phased implementation: Since the Preferred Alternative is implemented in
Waves, departments will be implemented in phases. For each single department,
this process will cover three (3) years. The aclivities to be carried out at each
depariment during this time period include:

o Year 1 - Departments will establish a baseline by documenting their
existing organization, staff roles and responsibilities, systems used, high-
level processes, current business costs, and mapping workflows.

o Year 2 — Departments will address differences between existing
procedures and the COTS solution, documenting changes in the
department procedures to conform to the standardized best-business
practices of the Preferred Alternative. Departments will also address data
conversion activities and other role based identification, authorities and
workflow. Department staff will be trained on the Preferred Alternative.
The system will be implemented at the end of this year.

o Year 3 — Departments will start using the system. The supporting staff
will be retained by the department to maintain workload and to provide
continuous training to the new users (stabilization). Additional procedures
may be developed and documented during this period. The department
will document the new administrative organization to compare against the
Year 1 baseline and report on the differences created by the project.

Additional Functions: Stage 3 projects may be identified at any point during
Stage 1 or Stage 2. These projects are expected to leverage the existing
functionality provided by the Preferred Alternative. For example, DGS may
choose to implement an asset management system that expands the Preferred
Alternative’s existing asset management and inventory functions. Stage 3
projects sponsored by the requesting department will develop a Feasibility Study
Report with separate project approval prior to implementation.

Bundled Procurement: The selection of the ERP software, supperting third-party
software and system integrator {and other subcontractors) will occur in a single,
bundied procurement.

3.5.4 Advantages / Disadvantages

3.5.4.1 Advantages:

Improved Financial Information Quality. Standardized and streamiined business
processes result in timely information, consistent financial data and reduced error
correction. The improved guality of financial information introduces greater
financial accountability and the opportunity for effective financial management.

Increased Business Process Efficiency: FISCal will establish standardized
accounting, budgeting and purchasing processes and procedures.
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Partner Agencies and departments shouid be able to more effectively focus on
program execution while meeting the fundamental financial management
business requirements of the state.

o Reduced Timing/Reconciliation Errors: The reduction in systems that provide the
same information, between Partner Agencies and departments will reduce
current timing and system reconciliation steps that result in inconsistent, out-of-
date or erroneous financial information. :

« Increase Transparency: FI$Cal will provide a better basis for decision making
and information sharing to the public and the state's business partners, including
the Legislature.

» Reduced Technology Costs (compared 1o other alternatives for the state): A
single, statewide enterprise financial management system addressing accounting,
budgeting and purchasing functions will avoid significant costs to the state from
multipie implementations of ERPs, other COTS or custom-developed software
applications to provide the same functionality. Savings in license fees and on-
going maintenance costs compared o those same costs for systems from
multiple vendors should be substantial.

o Reduced Staff Costs {compared to other alternatives presented). A single,
statewide development allows the state to access and pool the talents of
qualified staff from several state departments to define business practices and
how the system works, rather than reliance on departments to undertake
separate projects on their own. Similarly, once established, accounting, budget
and business services (purchasing) staff development and training throughout
the state will be based on consistent processes and tools rather than disparate
ones. For instance, lower training costs are required when state staff transfers
between departments.

» Reduced Interface Complexity: Consistent integration standards and protocels of
information and systems for the state results in fewer interfaces.

» Reduced Risk of Technology Failures: FI$Cal accelerates the replacement of
aging legacy systems that will fail at some point in the future due to lack of
supportable hardware, qualified resources or inability to support changes in
business requirements.

« Simplified Operations and Maintenance: Avoids conflicts with future software
versions and updates by utilizing a single business platform instead of multiple
platforms. In addition, FI$Cal uses a modern technology infrastructure and
phases out legacy infrastructure.

+« Comprehensive Approach: Business processes are standardized and
cocrdinated from an overall, consistent viewpoint rather than in a piecemeal
fashion.

3.5.4.2 Disadvantages:

¢ Limits Business Process Options: The selection of an ERP suite commits the
state to a standardized set of business processes. Although the software
supports some degree of tailoring to support the needs of each Partner Agency
and/or department, the core business processes are defined by the software
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design and cannot be changed without customization. The state cannot
cusiomize the source code of the software without iosing the benefits of COTS
and creating future problems in maintenance and cost.

¢ Introduces Greater System Complexity: ERP systems have a much greater level
of complexity compared to the state's legacy systems due to the broader set of
business functions and integrated nature of the modules. The increased
complexity expands the role of the suppori and maintenance organization, and
requires an increased level of skills and knowledge to administer.

« Introduces Significant Change: The rollout of FI$Cal will disrupt existing Partner
Agency and departmental processes, and generate changes that may produce
temporary uncertainty and stress for the impacted organizations and individuals.
It is envisioned that project management processes and crganizational change
management will reduce risk and resolve issues during the project lifecycle.

e Restricts Resources: The implementation of the system is a substantial
commitment of resources during the project time frame.

« Creates Vendor Dependence: Selection of this Preferred Alternative may force
the state to depend upon a single software vendor (or limited number of vendors)
and effectively adopt the vendor's business model, technology, and staff for a
long-term relationship.

3.5.5 Project Phasing

The project will be implemented in phases, using project stages and implementation
Waves. Stage 1 will include two waves to account for the complexities of transitioning
departments to the Preferred Alternative. Following Wave 1, the FI$Cal Project will
report to the Legislature on the success, lessons learned, and corrections incorporated
from Wave 1. Upon receiving the Legislature’s approval, implementation of the
Preferred Alternative will be continued through Stage 2. Projects identified as a part of
Stage 3 will be conducted under a separate procurement and require Feasibility Study
Reports on each proposed project.

3.5.5.1 Stage 1

« Stage 1 includes the implementation of the enterprise accounting, budgeting, and
procurement functions.

» Stage 1 is divided info two (2) waves. Wave 1 includes the statewide functions of
the Partner Agencies, plus departmental accounting, budgeting, and
procurement functions for four (4) selected departments and their five (5) ciient
departments. in Wave 2, the departmental accounting, budgeting, and
procurement functions of eleven (11) additional departments and their
six (6) client departments will be implemented.

* Some of the depariments included in Waves 1 and 2 provide accounting or
budgeting services for other client departments within their span of controi.
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Stage 1/Wave 1
Partner Agencies
Go Live July 2012

Department of Finance

Department of General Services

State Controller's Office

State Treasurer's Office

Stage 1/Wave 1:
Departments

Go Live July 2012

Board of Equalization

Department of Justice

Department of Parks and Recreation

San Joaquin River Conservancy

Baldwin Hills Conservancy

Coachella Valley Mountains Conservancy

Department of Social Services

Secretary for Ca Health and Human Services

State Council on Developmental Disabilities

Stage 1\Wave 2:
Departments

Go Live July 2013

Department of Technology Services

Department of Education

Office of the Secretary for Education

Department of Conservation

Department of Rehabilitation

Department of Mental Health

State Water Resources Control Board

Employment Development Department

California Workforce Investment Board

Secretary Labor and Workforce Development

Energy Resources Conservation and Development
Commission '

State Coastal Conservancy

San Diego River Conservancy

Delta Protection Commission

Native American Heritage Commission

State Lands Commission

State Teachers' Retirement System

3.5.5.2 Stage 2

« Roll-out to remaining state departments for accounting, budgeting, and
procurement will occur in Stage 2. See Appendix |: Stage 2 Departments.

* The deployment of Stage 2 will be accomplished through separate
procurement(s) for system integrator services and/or by state staff that have
been cross-trained through an active knowledge-transfer process during Stage 1.
These procurements will be conducted under a statewide Master Services
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Agreement administered by DGS. Stage 2 will use the state standard FI$Cal
system configuration that is adopted and deployed in Stage 1. Thus, Stage 2

represents ‘more of the same” in terms of “bringing” departments onto the FI$Cal

system, established auring Stage 1.

'STAGE AND WAVE -

DEPARTMENTS

Stag‘e 2/Wéve 3
Departments

Go Live July 2014

Air Resources Board

| Secretary for Environmental Protection

Commission on Peace Officer Standards and Training

DGS - Contracted Fiscal Services

Alfred E. Alguist Seismic Safety Commission

California Gambling Control Commission

California Law Revision Commission

California Medical Assistance Commission

California State Library

California Tahoe Conservancy

California Transportation Commission

California Victim Compensation and Government Claims
Board

Children and Families Commission

Commission on State Mandates

Commission on Teacher Credentialing

Commission on the Status of Women

Department of Finance

Education Audit Appeals Panel

Electricity Oversight Board

Emergency Medical Services Authority

Fair Employment and Housing Commission

Fair Political Practices Commission

Managed Risk Medical Insurance Board

Milton1 Marks "Little Hoover” Commission on CA State
Government Organization and Economy

Office of Administrative Law

Office of the Inspector General

San Gabriel and Lower Los Angeles Rivers & Mountains
Caonservancy

Sierra Nevada Conservancy

State Independent Living Council

State Public Defender

Department of Housing and Community Development

California Coastal Commission

California Conservation Corps

| California Integrated Waste Management Board
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STAGE AND WAVE

[ DEPARTMENTS

‘Stage 2/Wave 3;

Californiﬁa. Student Aid Commission

Departments

Department of Aging

(Continued)

Commission on Aging

Depariment of Alcohol and Drug Programs

Go Live July 2014

Departmant of Alcoholic Beverage Control

| Alcoholic Beverage Control Appeals Board

Department of Child Support Services

Department of Corporations

Department of Fair Employment and Housing

Department of Financial Institutions

Department of Managed Health Care

Department of Personnel Administration

Department of Pesticide Regulation

Department of Real Estate

Office of Real Estate Appraisers

Franchise Tax Board

Governor's Office

Military Department

Public Utilities Commission

San Francisco Bay Conservation and Development
Commission

Secretary of State

State Controller's Office

California Institute for Regenerative Medicine

California Senior Legislature

State Personnel Board

State Treasurer's Office

California Alternative Energy & Advanced Transportation
Financing Authority

California Debt and Investment Advisory Commission

California Debt Limit Allocation Committee

California Health Facilities Financing Authority

California Industrial Development Financing Advisory
Commission

California School Finance Authority

California Tax Credit Allocation Commitiee

Scholarshare Investment Board
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STAGE ANDWAVE

DEPARTNIENTS BY WAVE

Stage SWave 4:
Departments

Go Live July 2015

Agricultural Labor Relations Bbard

California Horse Racing Board

California Postsecondary Education Commission

Commission on Judicial Performance

Department of Bo‘éting and Walerways

"'ﬁ'é;;é'Ft_rﬁent of Community Services and Development

Department of Consumer Affairs

Boards

Bureaus, Programs, and Divisions

Board of Chiropractic Examiners

Board of Pilot Commissioners for the Bays of San Francisco,
San Pablo and Suisun

Department of Developmental Services

Department of Health Care Services

Department of the California Highway Patrol

Secretary for Business, Transportation and Housing

High-Speed Rail Authority

Department of Fish and Game

Wildlife Conservation Board

Office of Emergency Services

Office of Environmental Heailth Hazard Assessment

Office of Planning and Research

Office of Statewide Health Planning and Deveiopment

Office of Traffic Safety

Public Employment Relations Board
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Sfégé 2/VV avé 5
Departments

Go Live July 2016

Board of Governors of the California Community Colleges

California Housing Finance Agency

California Arts Council

California State Summer School for the Arts

California Science Center

Colorado River Board of California

Department of Food and Agricuiture

Department of Industrial Relations

Bepartment of insurance

Department of Public Health

Department of Toxic Substances Control

Dept of Forestry and Fire Protection

Secretary for Resources

Department of Veterans Affairs

Office of the Lieutenant Governor

3.5.5.3 Stage 3

» The state intends FI$Cal to be an integrated solution that includes business-
related functions beyond those listed in the Section 3.5.2 Scope; this additional
functionality will be part of Stage 3.

s The scope, approach, and timing for deploying Stage 3 have not been finalized;
however, Stage 3 does include Functional Areas and requirements for software
that will address anticipated functionality, such as inventory management and
employee expense claims.

» Stage 3 is qualitatively different than Stage 1 or Stage 2. It includes a set of
separate but related projects that leverage the software acquired in Stage 1, but
involves the implementation of expanded system functionality. Other Stage 3
Modules may be acquired beyond those acquired in Stage 1. With regard 1o
timeline, the implementation of Stage 3 will be scheduled after the
implementation of Wave 1 has been accepted by the state. Additionally, Stage 3
must be implemented with the collaboration of the FI$Cal Project.

3.5.6 Schedule

_Phase Deliverables.

initial Planning ¢« Convene Steering Commitiee
« Conduct procurement for chart of accounts
analysis and acquisition assistance

2006 {Completed Task -
No Change)

Chart of Accounts | * Analyze the existing Uniform Codes Manual
and Standards » Develop a strategy for statewide chart of
accounts and standards
Explore market alternatives
..Develop business requirements

and Requirements
Workshops

February 2006 — October
2006 (Completed Task —
No Change)
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Preferred Alternative

_ -_Proj_éct Phasés

: PhaseDéliv’efables

‘Proposed Schedule .

Special Project
Report

Reevaluate Project, goals, and statewide
approach
Review of report

August 2006 — November
2006 (Completed Task —
No Change)

Procurement

Develop Draft RFP

December 2006 — August
2007 (Compileled Draft
RFP)

Memorandum of_
Understanding
(MOU)

Complete MOU to provide the framework for
the partnership of DOF, SCO, STO and DGS
in compliance with Budget Bill language.

July 2007 - October 2007

Special Project

Deveiop SPR #2 at the direction of the

August 2007 —_Jénuary

statewide software and system integrator
services

Report #2 Legislature in compliance with Budget Bill 2008
language e
Procurement « Finalize RFP based on direction from the April 2008 — October
- Legislature. 2008
Procurement + Conduct business based procurement for October 2008 — October

2009

Special Project
Report #3

Complete SPR to report solution and updated
costs.

Review of SPR #3 by OTROS and LAC, and
other authorizations as required

November 2009 —
December 2009 (Develop
SPR #3)

January 2010 - February
2010

Impiementation:
Initiation, Planning
& Design

Project plan, schedule and resource
assignments

Business process analysis

Change management program development
Requirements specification and
decomposition

March 2010 — February
2011

Implementation:
Build

Site preparation and configuration

Solution build, configuration, customization
and instaliation

Configuration management and change
control

Testing and training plan development
Data conversion planning and execution
Interface development

Documentation development

March 2011 -
November 2011

Implementation:
Testing and User
Acceptance

Unit, integration, system and performance
testing

User acceptance testing

Change management program

December 2011 —
May 2012

Implementation:
Release and
Deploy Solution —
Partner Agencies
and selected
departments

implementation event schedule

Release management processes established
Change management program

Training — technical, administrator and user
Production deployed to DOF, SCO, 5TO,
DGS and selected departments

Evaluation Report after first department roll-
out.

Stage 1, Wave 1—April
2012 —June 2012
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Project Phases | Phase Deliverables - =~ = Proposed Schedule .
Legisiative Report {® Assess Deployment results July 2012 — October
« Prepare Legislative Report- 2012
+ [ egislative Commitment to Continue Project
implementation: + Implementation event and deployment Stage 1, Wave 2 — June
Release and schedule 2013
Deploy Ina » Change management program Stage 2, Wave 3 — June
Phased Approach |* Training —technical, administrator and user 2014
¢ Production deployed to departments and Stage 2, Wave 4 - June
agencies in a staggered process 2015
Stage 2, Wave 5 — June
2016
Project Closeout » Final system documentation June 2017
» Conduct an assessment of process
changes
e Maintenance and operations structure in
place

3.5.7 Budget Information (Assumptions)

Sufficient resources to implement this alternative witl be obtained through the
annual budget development process.

This alternative will develop an acceptable cost allocation medel that distributes
the cost of the Preferred Alternative to all fund sources, including federal funds.

Alternative financing methods are successfully employed.

Higher priority projects will not divert state resources from this Preferred
Alternative.

The estimating methodologies for determining Project cost have correctly
assessed the level of resources needed for the scope and schedule refiected for
this alternative.

The state's infrastructure is adequate to handie the Preferred Alternative.

Legacy systems will not require major modification and can be maintained using
existing resources until they are retired.

Legacy systems will be maintained throughout the Preferred Alternative to
reduce the risk involved with data conversion.
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3.5.8 Rationale for Selected Alternative

In contrast to the Preferred Alternative, the other alternatives consicered only mest

some of the project objectives. The foliowing table illustrates how each alternative either
meets or does not meet a particular project objective.

. -Preferred: | “Alternative 1. 1. Alternative 2. " ‘Alternative '3 | Alternative 4 | Alternative 5
" Alternative /|- F13Cal SPR | . :‘Budget- - |- Modified /| = Proofof | No'Statewide
" as approved .| . Information” %7 ‘Budget . concept . { .- Project.
Dec 2006 . 1" Information.” -0 T
i “system (BIS) 5 v
Goals/Objectives 1 .

v v Partially Partially

v v Partially Partially Partially

v v o Partialty

v v Partially

v v Partially

v v Partially

v v Partiaily

v v Partially

v Partially Partially

v v Partially

v v Partially Partially

v v v Partially

v v é Partially

v v v Partialty

v v

v
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The following table summarizes alternatives presented in this SPR across major parameters, including implementation time frame and cost.

.o Preferred Alternative: P : : S Alterpative, Alternative 5
Alternative FISCal Pioject: Statewide Fi¥Cal as ploposed December BIS as propo'ied {Budget BIS witl the ad_dition of state FI$Cal PioofofConcept No Statewide Project
Description adiministrative enterprise 2006, (Note dates are only Infonnation System). This isa agency accounting functionality
system for {inanciat revised to rellect the additional DOF centric budget systemn to addiess lessons leamed
manageinent and procurement. year of legislative activilies.} only that may or may not be an  during the discovery stage of
Sponsored by the Partnership of ERP. the BIS Project.

DOF, SCO, STO, and DGS.

Oolober 2008 .

Release REP ‘ Oclober 2008 ; idi 'Siual Projects

uly 2011 Varies with individual projects.

Time to ly 2012 July 2012

Deplayment

Time to project July 2017 - o - July- 2016 5 2014 ‘\.’r_arjés- ith individual projects.
completion . L EUTE S B LIS IR i o

Total Cost £1.6 Billion $1.3 Billion $137.9 Million $1.2 Billion $784.2 Miltion $6.2 Billion

Difference from < This is the. Preferred - " .. The schedule in this alterai : This""“w(')uld be 'a DOF; lead Reduce 1he Pref j' Tlns altertative:

proposed 7" 7 Alteniative: Itisa o su s too Aggressive and the & : : -Assuings that there is no

afternative -~ 7 @ “comprehensive system that schediile does notiriclude thi . cooriinated statewide

o : . - includes the Partner Agenm&s addmonal years. The Sie effo

-and departments; - ; Comm:ttee added i add ioha, State depanments and
~The first wave was red_uced yeat to this project tbat gontiol agencies would
‘sizeto 4 depanments, "A’ reflscted in the Preferied fequest néw systems as

“..% . reporting periad i¢ “Alterniative, The additiorial yea add proc : eachifdividual business
Definition:- S Leglsldtmc after reﬂects fecent lessons: leamed managéient to ﬂns systein.ata tHse Would demand (Le.,
Wave is defined as a , nnplementanon of Wave [ was ! lel: date bUt at the l‘! 'k of iy “DWR; DMV, PERS,
group of © ot radded to epsure the Legls[ature - Lottery; DGS, DTS,

depariments thui -
are implementing
ihe system
conclirreitly.

CDCR, Caltrans)
~Assumes that over the
xt:10 vears, most
departmenls would make

" ~had the oppoﬂumty to clearly

replace CALSTARS since
that i§ presented within
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Other Alternatives Considered

3.6 Other Alternatives Considered

In addition 1o the Preferred Atlternative presented in Section 3.5, the Budget Bill
Provisional language in Chapter 172, Statutes of 2007, Senate Bill 78,

Itemn 8860-002-0001 of Section 2.00 requested specific scenarios be considered as part
of this SPR.

Based on the Budget Bill language, the following alternatives or project scenarios are
presented in this seclion.

» Alternative 1 — FI$Cal SPR: This alternative is the original FI$Cal Project
approved by the Office of Technology, Review, Oversight and Security on
December 15, 2006. This alternative was not selected because of the impact of
its aggressive schedule and the number of departments included in the first
implementation wave.

» Alternative 2 — BIS FSR: This alternative is the original BIS Preject approved on
July 14, 2005. Early discovery in project planning phase determined that BIS
would not aperate as originally approved.

» Alternative 3 — Modified BIS: This alternative modifies the original BIS
implementation approach to make it operational. This alternative was rejected
because it did not meet the project objectives.

o Alternative 4 — Proof of Concept: This alternative implements the FI$Cal Project
with the Partner Agencies and a few selected departments. Based upon the
success of the proof of concept, the Project would seek approval to continue
implementation to the remaining departments. This alterative was not selected
because it extends the project schedule at least three years and adds significant
costs for a statewide implementation. This three year "break” in project activities
is due to compliance with state project initiation processes including (1) the pilot
project close out, and {2) a new project approval and procurement to deploy the
solution statewide.

« Alternative 5 — No Statewide Project: This alternative projects the outcome of not
implementing a statewide solution to address the state’s aging financial systems.

Because of the many similarities relalive to scope, schedule and implementation
approach of the alternatives, for readabiiity, this section describes the differences from
the Preferred Alterative. Full descriptions of each alternative are available in the
Appendix A of this report.

in all cases, the feasibility of each alternative was measured against the overall
objectives stated in Section 3.1.4 Project Objectives.
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3.6.1 Alternative 1 - FI$Cal SPR as approved December 2006

3.6.1.1 Description

This describes the Fi$Cal Project as approved by the Office of Technology Review,
Oversight, and Security on December 15, 2006 (the original FI$Cal SPR), and includes
adjustments for the schedule.

Although this alternative is similar to the Preferred Alternative there are a few distinct
differences. This alternative does not provide:

+ An extension of the schedule for the procurement and design phases previously
approved by the Steering Committee.

s A reduced number of departments included in the initial roll-out (Wave 1 and 2)
to address the risk concerns of the Legislature.

* A report to the Legislature on the success of the project prior to impiementing the
next planned roll-out (Wave 2).

» An earlier implementation of the DGS procurement solicitation functionality.

3.6.1.2 Scope

The scope of this alternative slightly differs from the Preferred Alternative. Stage 1
procurement functions do not inciude procurement solicitation tools such as:

e Solicitations and the solicitation process {such as utilizing best practices for
electronic Bids, Request for information or Request for Proposals).

« Notfices of intent to award and contract award.
o Solicitation advertisement and supplier subscription service.

e Commercially available electronic catalogs and catalog ordering (this would not
include customized electronic catalogs).

3.6.1.3 Assumptions
The assumptions for this alternative are the same as the Preferred Alternative.

3.6.1.4 Advantages / Disadvantages

3.6.1.4.1 Advantages
In addition to the advantages listed in the Preferred Alternative:

» The project would be completed a year early (2016).

3.6.1.4.2 Disadvantages
in addition fo the disadvantages listed in the Preferred Alternative:

e More deparlments are included in the first wave, thereby creating more risk to the
initial implementation.
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3.6.1.5 Project Phasing

As in the Preferred Alternative, the implementation has been divided into three distinct
stages to account for the complexities involved in implementing an enterprise accounting,
budgeting, and limited procurement system for the state.

3.6.1.5.1 Stage 1

Stage 1 includes the implementation of the enterprise accounting, budgeting, and limited
procurement functions. As a result, major activities of both DOF and SCO will be subject
{o Stage 1 and select activities of STO and DGS will be affected. Stage 1 is divided into
two waves. Wave 1 includes the statewide functions of the Partner Agencies, plus
departmental accounting, budgeting, and limited procurement functions for seven
selected departments and their six client departments. In Wave 2, the departmental
accounting, budgeting, and limited procurement functions of fifteen additional
departments and their client departments will be implemented.

C s |

&
-

3.6.1.5.2 Wave 1 Partner Agencies (Statewide Functions)

Department of Finance
State Controlier's Office
State Treasurer’s Office

Department of General Services

3.6.1.5.3 Wave 1 Departments (Departmental Functions)

Department of Justice

State Board of Equalization

Department of Parks and Recreation (Parks)'"
Department of Social Services (DSS)"
Employment Development Department (EDD)"™
Depariment of Technology Services

State Water Resources Control Board

3.6.1.5.4 Wave 2 Departments (Departmental Functions)

California Housing Finance Agency

Department of Rehabilitation

Franchise Tax Board

Department of General Services—Contracted Fiscal Services™
Department of Housing and Community Development

Department of the Caiifornia Highway Patrol (CHP)™

" Parks provides services to three commissions.

2 DSS provides services to Health and Human Services.

"* EDD provides services to Labor and Workforce Development Agency and one department.
¥ DGS-CFS provides services to 28 departments.
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» Energy Resources Conservation and Development Commission

o Department of Conservation

» State Teachers’ Retirement System
e State Lands Commission (SLC)"®

o State Coastal Conservancy (SCC)"’

+ Department of Education

+ Department of Developmental Services

« Commission on Peace Officer Standards and Training
o Department of Consumer Affairs (DCA)™

3.6.1.5.5 Stage 2

Roll-out to all remaining state departments for accounting, budgeting, and limited
procurement will occur in Stage 2.

3.6.1.5.6 Stage 3

There are no differences from the Preferred Alternative.

3.6.1.6 Schedule

The shaded areas of the schedule depict the change from the Preferred Alternative.

g e

Convene Steering Committee

Conduct procurement for chart of accounts
analysis and acquisition assistance

July 2005 — January
2006 (Completed Task -
No Change)

Chart of Accounts
and Standards
and Requirements
Workshops

Analyze the existing Uniform Codes Manual
Develop a strategy for statewide chart of
accounts and standards

Explore market alternatives

Develop business requirements

February 2006 — October
20086 (Completed Task ~
No Change)

Special Project
Report

Reevaluate Project, goals, and statewide
approach

Review of report

August 2006 — November
2006 {Completed Task —
No Change)

Progurement

Develop Draft RFP

December 2006 — August
2007 (Completed Draft
RFP)

Memorandum of
Understanding
(MOW)

Complete MOU to provide the framework for
the partnership of DOF, SCO, STO and DGS
in compliance with Budget Bill language

July 2007 - October 2007

5 cap provides services to Business, Transportation and Housing Agency.
e provides services to two (2) departments.
' SCC provides services to one (1) department.
" DCA provides services to two (2) departments — other boards identified as DCA programs.
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Ft$Cal SPR

Project Phases

| Phase Deliverables"

I .Propo_sed Schedule

Special Project

i« Develop SPR #2 at the direction of the

August 2007 — December

Report #2 Legislature in compliance with Budget Bilf 2007
language
Procurement « Finalize RFP based on direction from the April 2008 — October
Legislature. 2008
Procurement » Conduct business based procurement for September 2008 — April
statewide software and system integrator 2008
SEervICes ’ ’
Special Project + Complete SPR #3 {o report solution and May 2009 ~ June 2009
Report #3 updated costs. (Develop SPR#3) - -
_ June 2008 - July 2009.
« Review of SPR #3 by OTROS & LAD and S , _
- other authorizations as required _ o
Implementation: * Project plan, schedule and resource August 2009 — January -
Initiation, Planning assignments 2010 .
& Design s Business process analysis :
» Change management program development
» Reqguirements specification and
decomposition : -
Implementation: s  Site preparation and configuration Fébruary 2010~
Build ¢ Solution build, configuration, customization ‘September 2010 -
and installation G T
+ Configuration management and change
control
» Testing and training plan development
+ Data conversion ptanning and execution e
+ Interface development e
» Documeniation development L e T
implementation: » Unit, integration, system and performance “October 2010—
Testing and User testing ‘March 2011
Acceptance » User acceptance testing LEA e
» Change management program
Impiementation: ‘» Implementation event schedule - Stage 1, Wave 1—April -
Release and » Release management processes established

Deploy Solution— | »
Pariner Agencies .

Change management program
Training - technical, administrator and user

2011 —-June2011

Phased Approach | ®

Training — technical, administrator and user
Production deployed to depariments and
agencies in a staggered process

and selected + Production deployed to DOF, SCO, ST0,
departments DGS and selected departments
» Evaluation Report after first department roll-

- out. R I P R
Implementation: +» Implementation event and deployment Stage 1, Wave 2 = June
Release and schedule 2012 - S
Deploy In a + Change management program Stage 2, Wave 3 — June

2013 . o
‘Stage 2, Wave 4 — June
2014 _
'_ Stage 2, Wave 5 — June
2015. :
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Phase Deliverables. = = .

>roposed Schedule

Project Closeout

Final system documentation
Conduct an assessment of process
changes

Maintenance and operations structure in
place

Final Evaluation Report

June 2016 -

3.6.2.7 Budget Information (Assumptions)
There are no differences from the Preferred Alternative.
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3.6.2 Alternative 2 — Budget Information System (BIS)

1i 3.6.2.1 Description
This solution is presented solely as a required item in Senate Bill 78, Provision 1b of

T ltem 8860-002-0001 of the 2007 Budget Act {Chapter 172 of the Statutes of 2007). This
alternative was originally introduced with the Budget Information System (BIS) Feasibility

Study Report dated July 14, 2005. However, during requirements development, the
T Project determined this alternative would not work as criginally scoped because the
accounting functionality was not included. Accounting and budgeting functions are
closely related. Implementing statewide budgeting alone wouid not provide the

T functionality relative to providing statewide-integrated data. It wouid be very difficult to
produce data to reflect a holistic view of budgeted versus detailed actual expenditures
under the original project scope.

The alternative includes the statewide deployment of a COTS solution using either
appropriate modules of an ERP application or a stand-alone application (or multiple
applications). All relevant existing contro! agency and departmental systems used for
budget development and administration will be replaced. This alternative does not

b include the SCO, the STO and the DGS as Partner Agencies.

The BIS Project reflected the use of a single technelogy platform for budget
development and budget administration/management needs. This new platform would
support the budget needs of both the DOF and other departments. In addition, the

[1 platform would address the budget deliberation and other information needs of the

Ak Legislature,

T From a business process perspective, BIS focused on replacement of technology used
I for budget preparation and budget administration/management. A major focus was
leveraging technology to improve business processes (e.g., electronic workflow,

T distributed data entry) but not on a wholesale reengineering of the budget preparation
ik (or administration) process.

3.6.2.2 Scope

BIS includes budget-related business functions, specifically budget development and
budget administration. These functions are used both statewide (i.e., budgeting

T processes managed by DOF) and across the enterprise (i.e., budgeting processes

| managed at the department level.)

- BIS does not include any accounting functionality or purchasing functionality. Also, other
“budget systems” in place, such as SCO’s Fiscal system used for appropriation
monitoring, are excluded from the project scope.

The anticipated scope of budgeting functions includes the:
« Budget Development.

o Capital Qutlay.

» Forecasting Revenues/Receipts.

T » Position Management (using the SCO Payroll System as the system of record).
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BIS FSR

3.6.2.3 Assumptions
This alternative takes into account the following key assumptions:

[ ]

COTS Budgeting Solution Availability: There are COTS budgeting solutions
available that address the business requirements identified in the BIS FSR.
Selecting a COTS budgeting solution implies the baseline functionality will satisfy
the state’s requirements without significant customization. Baseline capabilities
are those available in the delivered software — “out of the box” features, functions
and options. It is assumed a minimal level of customization will be required to
meet the needs of statewide (DOF) activities and enterprise (standard
departmental) business processes.

Best Practices: The baseline business processes available in a COTS budgeting
solution are assumed to embody industry-accepted best practices that do not
require changes in transaction logic, processing algorithms or other modifications
for the state to use “as is”.

Effective Change Management: The rollout of a COTS budgeting solution and
adoption of best practices will result in changes 1o existing budget processes,
which will require significant and effective change management. It is assumed
the proposed project approach and vendor'(s) implementation methodology
sufficiently addresses this aspect of the project.

Stakeholder Participation: The key stakeholders, including, but not limited to, the
Governor's Office, the Legislature and participating departments wiil be involved

in high-level planning, management and oversight throughout the duration of the

project.

Project Scheduling: The project schedule will accommodate DOF and
department staff duties, and minimize impact to annual budget activities
(e.q., development of the Governor's Budget, development of May Revision)

Operational Commitment: Unlike custom-developed software, COTS software
applications are packaged solutions with a life cycle involving defect corrections,
software updates and new releases. The evaluation, testing, implementation and
training around each of these life cycle changes will require dedicated personnel,
equipment and infrastructure.

3.6.2.4 Advantages / Disadvantages

3.6.2.4.1 Advantages:

Improved Budget Information Quality: BIS will standardize and streamline budget
processes resulting in timelier budget information, more consistent (but not
standard) budget data and reduced error correction. The improved quality of
budget information will support better policy and decision making, and the limited
opportunity for more effective financial management.

Increased Business Process Efficiency: BIS will establish revised budget
processes and procedures. Control agencies and departments should be able to
more effectively focus on program execution while meeting the budget
development and budget administration requirements of the state.
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Reduced Timing/Reconciliation Errors: The reduction in systems that provide
budget information between DOF and the depariments will reduce current timing
and system reconciliation steps that result in inconsistent, out-of-date or
erroneous budget information.

Limited Project Scope/lmpact: A budget-only project approach reflected in BIS
would be less disruptive to departments than a full-scale ERP because generally
only their budget and accounting offices will be impacted by the implementation.
Other units will have minimal to no impact.

Reduces Risk of Technology Failures: BIS accelerates the replacement of aging
legacy systems used for budget development and administration. The systems
will fail at some point in the future due to lack of supportable hardware, qualified
resources, or inability 1o support changes in business requirements.

Reduced Cost (compared to other alternatives propesed): BIS would have a
lower cost than a full-scale ERP due to the limited scope of the project. However,
this alternative would end up as the most costly if other components were
implemented at a later date in a piecemeal fashion.

3.6.2.4.2 Disadvantages:

Original Objectives Unattainable: The major disadvantage with this alternative is
it will not work as originally anticipated. It was anticipated that this system couid
be the basis for and develop into a fully functional, statewide financial system.

Inconsistent with State CIO’s Strategic Plan: A budget-only implementation such
as BIS is not consistent with the CIO’s direction to implement enterprise
solutions."” A

Limited Overall Impact: BIS would not address other needs the state has for
improving accounting and purchasing business processes.

Introduces Significant Change to Budget Processes: The rollout of BIS will
disrupt existing DOF and departmental budget processes, and generate changes
that may produce temporary uncertainty and stress for the impacted
organizations and individuals.

Creates Vendor Dependence: BIS may force the state to depend upon a single
software vendor (or limited number of vendors) for budget development and
administration, and effectively adopt the vendor’s business model, technology,
and staff.

Perpetuates Known Probiems/lssues: BIS does not address core business
issues such as data redundancy, system reconciliation issues, inefficient
business processes and legacy technology constraints.

Increases Interface Complexity: Disparate standards and protocols of
information and systems for the state results in more interfaces needed between
the BIS and existing applications.

¥ California State Information Technology, Strategic Plan, Update to the 2005 Plan (November 2006).
Goal 2 — Implement common business applications and systems to improve efficiency and cost
effectiveness.
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¢ With a smaller procurement (i.e., only budget functionality initially} a smaller tier
company could potentially get the bid, implementing a solution that may not be
scalable statewide.

» The extended implementation time frame to eventually provide the same
business functions as the Preferred Alternative will mean that experienced staff
necessary will not be available (e.g., retired, change jobs).

s The extended implementation time frame to eventually provide the same
business functions as the Preferred Alternative will mean that there will be a
greater likelihood of system failure or maintenance issues.

3.6.2.5 Project Phasing

The original BIS provided for standard project implementation phases that included

initiation, procurement, implementation, testing, depicy, and close out.

3.6.2.6 Schedule

The originally approved BIS Project schedule is shown below. This SPR did not update
the project intervals to reflect current dates because of the flaw in the project scope.

However, this SPR includes a modified scope and schedule to make the BIS
implementation operational.

EHSIEEE
Project Initiation,
Planning & Design

Se D
Project plan, schedule and resource assignments
Business process analysis

Change management program development
Requirements specification and decompaosition

June 2008

Implementation

Site preparation and configuration

Solution build, configuration, customization and
installation

Configuration management and change control
processes

Testing and training plan development

Data conversion planning and execution
Interface development

Documentation development

May 2008 -
June 2009

Testing and User -
Acceptance

Unit, integration, system and performance testing
User acceptance testing
Change management program

Jan 2009 -
June 2009

Release and Deploy
Solution — DOF and
selected
departments

Implementation event schedule

Release management processes established
Change management program

Training — technical, administrator and user
Production deployed to DOF

March 2009 -
Aug 2009

Release and Deploy
Solution - Statewide

* ® 8 o | & & 8 o

Implementation event and deployment schedule
Change management program
Training — technical, administrator and user

Production deployed to departments and agencies in a

staggered process

Jan 2010 -
July 2011

Project Closeout

Final system documentation

Conduct an assessment of process changes
Maintenance and operations structure in place
PIER Report

Sept 2009 -
July 2012
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3.6.2.7 Budget Information (Assumptions)

» A BCP(s) will be approved to provide the necessary resources.
» Project funding will be available throughout the project lifecycle.
« Higher pricrity projects will not impact the schedule or resource requirements.

e Vendor resources (product and system integrator) will be utilized during
implementation and operations phases.
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3.6.3 Alternative 3 — Modified Budget Information System (BIS)

3.6.3.1 Description

This solution is presented as an alternative to continuing BIS as described in the FSR
dated July 14, 2005. This alternative reduces the scope of the FI$Cal Project, as
envisioned in the Preferred Alternative, by replacing it with a modified scope of the
original BIS Project, so that it addresses only budget development, budget
administration departmental accounting and limited procurement.

This modified approach to the BIS Project reflects the use of a single technology
platform for budget development, budget administration/management and departmental
accounting needs. This new platform would not only address the goals of BIS but would
expand the “footprint” of the system to include additional systems used for departmental
accounting (i.e., CALSTARS and other departmental systems that are not using
CALSTARS). Although the broader scope of the Project would cover more business
processes under a single platform, it still does not address all systems such as the State
Controller's Office (SCO) system to monitor appropriation balances. As a resuit, multipie
technology platforms wouid continue to be used for essentially the same purpose.

A modified BIS Project also enhances the opportunity for business process
improvements by adding departmental accounting processes to the BIS scope.
However, the expanded footprint only covers departmental accounting processes, which
limits the opportunity for making process revisions.

3.6.3.2 Scope

The modified BIS Project would include both budget-related business functions (i.e.,
budget development and budget administration) and departmental accounting functions.
This scope further extends on the original BIS concept by integrating the budget and
accounting functions departments need, while also supporting the centralized budgeting
responsibilities of the DOF.

This alternative does not include statewide accounting functions (i.e., accounting
processes managed by SCO and STO); it will replace departmental accounting systems
only.

The scope of accounting, budgeting and limited procurement functions includes the
following:

« Accounts Payable (excludes SCO Disbursement/Warrants/EFT payments).

e Accounts Receivable.

s Asset Accounting and Management.

» Bank/Warrant Reconciliation (for departments only, excludes SCO/STO).

* Bond Accounting.

+ (Cash Management.

s Cost Accounting/Cost Aliocation.

¢ Encumbrance Processing.
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General Ledger (for departmental accounting and budget administration only).
Grants.

Loans.

Vendor Management (excludes Vendor Master for SCO but includes it for DGS).
Budget Development.

Capital Outlay.

Forecasting Revenues/Receipts.

Position Management (payroll system administered by the SCO).

Contracts.

Procurement Card (P-Card).

Requisitions and Purchase Order.

3.6.3.3 Assumptions
The key assumptions do not deviate from the original BIS Project.

3.6.3.4 Advantages / Disadvantages

3.6.3.4.1 Advantages:

Partially Supports the CIO's Strategic Plan: The modified BIS departmental
accounting and budgeting implementation partially supports the ClO’s direction to
implement enterprise solutions.

Limited Project Scope/lmpact: Modified BIS would be less disruptive to
departments than a full-scale ERP because generally their accounting and
budget offices will be impacted by the implementation but other units will have
minimal to no impact.

Reduces Risk of Technology Failures: Maodified BIS accelerates the replacement
of aging legacy systems used for departmental accounting and budgeting. The
systems will fail at some point in the future due to lack of supportable hardware,
qualified resources or inability to support changes in business requirements.

Reduced Cost (compared to other alternatives): Modified BIS would have a
lower cost than a full-scale ERP due to the limited scope of the Project.

3.6.3.4.2 Disadvantages:

Limited Overall Impact: Modified BIS would not address other needs the state
has for improving statewide accounting and purchasing business processes.

introduces Significant Change to Departmental Accounting and Budgeting
Processes: The roliout of modified BIS will disrupt existing DOF and
departmental accounting and budget processes, and generate changes that may
produce uncertainty and stress for the impacted organizations and individuals.

Creates Vendor Dependence: Modified BIS may force the state to depend upon
a single software vendor (or limited number of vendors) for departmental

Page 61

[ —

—r— Y



Special Project Report 3.0 Proposed Project Change
Modified BIS

accounting and budgeting, and effectively adopt the vendor’s business model,
technology, and staff.

e Perpetuates Known Problems/issues: Modified BIS does not fully address core
business issues such as data redundancy, system reconciliation issues,
inefficient business processes and legacy technoliogy constraints.

s Succession Planning Not Addressed: This alternative does not include
succession planning.

» The extended implementation time frame may mean that experienced staff
necessary may not be available (e.g., retired, change jobs).

» The extended implementation time frame may mean that there will be a greater
likelihood of system failure or maintenance issues.

3.6.3.5 Project Phasing

This alternative will utilize a phased implementation that rolls out to departments in
waves.

3.6.3.6 Schedule
The shaded areas of the schedule depict the change from the Preferred Alternative.

Proj
Initial Planning « Convene Steering Committee July 2005 - January
s Conduct procurement for chart of accounts 2006 {Completed Task -
analysis and acquisition assistance No Change)
Chart of Accounts | ® Analyze the existing Uniform Codes Manual February 2006 — October
and Standards « Develop a strategy for statewide chart of 2008 {Completed Task ~
and Requirements accounts and standards No Change)
Workshops + Explore market alternatives
¢ Develop business requirements
Special Project » Reevaluate project, goals, and statewide August 2006 — November
Report approach 2006 (Completed Task —
» Review of report No Change)
Information » Update ITPP based on SPR 1; receive April 2007 - (Completed
Technology approval of ITPP from DGS Task — No Change)
Procurement Plan
Procurement « Develop Draft RFP December 2006 — August
2007 (Completed Draft
RFP)
Special Project » Develop SPR #2 at the direction of the August 2007 — December
Report #2 Legislature in compliance with Budget Bill 2007
language -
Procurement ¢ Finalize RFP based on direction from the April 2008 — October
Legislature 2008
Procurement + Conduct business based procurement for Octoher 2008 — Octaber
statewide software and system integrator 2009
services o

Page 62



-~ .

: '
i
=0

i
———

| m——

Special Project Report

3.0 Proposed Project Change

Modified BIS

Project Phases

F;hase Deliverables

Proposed Schedule

Special Project
Report #3

+ Complete report on solution and updated
costs based on actual winning bid.

» Review of report and other authorizations
required

November 2009 —
December 2008 (Develop
SPR #3)

January 2010 - February
2010

implementation;
Initiation, Planning
& Design

« Project plan, schedule and resource
assignments

e Business process analysis

+» Change management program development

+» Reguirements specification and

decomposition

March 2040 ~ February
2011

Impiementation;
Build

» Site preparation and configuration

+ Solution build, configuration, customization
and installation

« Configuration management and change

controi

Testing and training plan development

Data conversion planning and execution

Interface development

Documentation development

March 2011 -
November 2071

Implementation:

Unit, integration, system and performance

December 2011 —

Testing and User testing May 2012
Acceptance » User acceptance testing

Change management program
Implementation: + Implementation event schedule April 2012 -
Release and » Release management processes established | june 2012

Deploy Solution -
DOF and selected

« Change management program
s Training — iechnical, administrator and user

departments + Production deployed to DOF, and selected
departments
« Evaluation Report after first department roll-
out.
Implementation: » Implementation event and deployment Wave 1 - June 2012+
schedule Wave 2 ~ June 2013~ -

Release and
Deploy Ina
Phased Approach

« Change management program

« Training - technical, administrator and user

» Production depioyed to departments and
agencies in a staggered process

Wave 3 - June 2014 '

Project Closeout

+ Final system documentation

+ Conduct an assessment of process
changes

« Maintenance and operations siructure in
place

+ Final Evaluation Report

June..’?__015_
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3.6.3.7 Budget Information (Assumptions)
» A BCP(s) will be approved tc provide the necessary resources.

» Project funding wilt be available throughout the project lifecycle.

» Higher priority projects will not impact the schedule or resource requirements.
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3.6.4 Alternative 4 — Proof of Concept

3.6.4.1 Description

This alternative represents a limited deployment of the Preferred Alternative as a
proof of concept; therefore, the project descriptions are similar. The differences are:

+ At the end of Wave 1 deployment, the proof of concept ends. The Project reports
to the Legislature on the success of the project, lessens learned and changes to
be incorporated prior to receiving approval for future implementation.

s Approval for future implementation would require development of a new
Feasibility Study Report (FSR) for additional project approval and a subseguent
procurement phase.

3.6.4.2 Scope

The proof of concept includes accounting, budgeting and purchasing business functions
utilized both statewide (i.e., business processes managed by the Pariner Agencies) and
across the enterprise (i.e., business processes managed at the department level). The
FI$Cal business functions will be “rolled out” in a single proof of concept implementation
to the Partner Agencies and a limited number of departments.

3.6.4.3 Assumptions

In addition to the assumptions of the Preferred Alternative, this alternative includes the
following:

» The solution implemented by the Pariner Agencies and the selected departments
will be the statewide solution for future state financial system implementation.

+ The solution implemented by the Partner Agencies and the selected departments
will become permanent for those entities.

3.6.4.4 Advantages / Disadvantages

3.6.4.4.1 Advantages

In addition to the advantages described in the Preferred Alternative, this alternative
includes the following:

» Reduced /nitia/l Cost {compared to other alternatives presented): The proof of
concept would have a lower initial cost due to the limited scope and number of
participating departments but would be more costly in the long run.

3.6.4.4.2 Disadvantages
In addition 1o the disadvantages described in the Preferred Alternative, this alternative
inciudes the following:

» Repeat planning and procurement effort: The proof of concept would conclude.

If successful, project initiation, planning and the project procurement cycles
wouid have to be repeated. This would add an additional three years and
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significant cost to the project before the system could be deployed fo other
departments.

Project Team Continuity: The skilled project team developed with the proof-of-
concept could not be maintained while requesting the Project to be continued.

Legacy System Failure Risk: Creates an increased risk to the state's legacy
financial management environment by extending the overall schedule of the
Project. This will place critical operations of state departments at greater risk.

Requires Partner Agencies to operate in dual environments and to continue the
support and operation of the legacy systems for a time period longer than the
Preferred Alternative. This assumes that the Legislature will ultimatety approve a
second project to deploy the solution to the other state organizations.

Different Versions: Increases the likelihood the proof of concept departments
would be implemented differently than later waves to take advantage of
technology and creates the potential for separate support until funds are
identified to convert earlier adopters to the latest version.

Vendor and State Staff Turnover: With a planned interruption for approval of the
proof of concept and application to re-start the project, vendor staff and state
employee turnover is highly likely and continuity of service suffers.

Limited Overall Impact: The proof of concept would not provide as complete a
test of the required functionality of the system for statewide deployment as
proposed by the Preferred Alternative.

Additional FSR: Because this alternative would only allow for a pilot project,
another FSR would need to be prepared fo restart the rollout of the system.

Additional Procurement: Under current procurement processes, an additional
systems integrator procurement would be required, which could result in another
vendor being awarded the bid.

Personnel Availability: With the extended time frame, experienced staff
necessary to ensure the success and required functionality of the system may
not be available (e.g., retired, change jobs).

SME Availability: The state would not be able to secure the participation of
subject-matter experts from departments needed to design and develop the
system.

Project Funding: The Legislature may choose to not fund the Project after the
completion of the proof of concept. This would perpetuate the state’s
dependency on obsolete legacy systems that would continue to operate
alongside the implemented system.

3.6.4.5 Project Phasing

Project phasing replicates that of the Preferred Alternative. However, the proof of
concept ends with Wave 1.

Proof of concept — completed 2013.

Request Project Approval for statewide deployment — completed 2014.
Procurement Phase — completed 2016.

Development, reconfiguration and first wave implementation - completed 2018.
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« Complete four additional implementation waves, one each year until
completion 2022.

3.6.4.6 Schedule

The shaded areas of the schedule depict the change from the Preferred Alternative.

‘Project Phases -

Phase Deliverables’ "~ " ' "

| Proposed Schedule

Initial Planning

« Convene Steering Committee
= Conduct procurement for chart of accounts
analysis and acquisition assistance

July 2005 — January
2006 (Completed Task -
No Change)

Chart of Accounts
and Standards
and Reguirements
Workshops

» Analyze the existing Uniform Codes Manual

s Develop a strategy for statewide chart of
accounts and standards

s Explore market alternatives

s Develop business requirements

February 2006 — October
2006 (Completed Task —
No Change)

Special Project
Report

» Reevaluate project, goals, and statewide
approach
¢ Review of report

August 2006 — November
2006 (Completed Task —
No Change)

information
Technology
Procurement Plan

+ Update ITPP based on SPR 1, receive
approval of ITPP from DGS

April 2007 - (Completed
Task — No Change)

Procurement

» Develop Draft RFP

December 2006 — August
2007 {Completed Draft
RFP)

Memorandum of
Understanding
(MOU)

» Compiete MOU to provide the framework for
the partnership of DOF, SCO, STO and DGS
in compiiance with Budget Bill language.

July 2007 -- October
2007

Special Project

» Develop SPR #2 at the direction of the

August 2007 — December |

statewide software and system integrator
services

Report #2 Legislature in compliance with Budget Bill 2007
language

Procurement s Finzalize RFP based on direction from the April 2008 — October
Legislature 2008

Procurement + Conduct husiness based procurement for October 2008 — Octaber

2009

Special Project
Report #3

« Compiete report on solution and updated
costs based on actual winning bid.

» Review of report and other authorizations
required

November 2008 -
December 2008 {Develop
SPR #3)

January 2010 — February
2010

Implementation:
Initiation, Planning
& Design

» Project plan, schedule and resource
assignments

» Business process analysis

» Change management program development

» Requirements specification and
decomposition

March 2010 — February
2011
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‘Phase Deliverabies

4 | Proposed Schedule

Implementation:
Build

Site preparation and configuration
Solution build, configuration, customization
and installation

Configuration management and change
control

March 2011 -
November 2011

e Testing and training plan development

» Data conversion planning and execution

s Interface development

» Documentation development
Implementation: e Unit, integration, system and performance December 2011 —
Testing and User testing May 2012
Acceptance + User acceptance testing

Change management program

Implementation: + Implementation event schedule April 2012 =
Release and + Release management processes established | fine 2012 - -
Deploy Solution — | e Change management program et
DOF and selected | e Training — technical, administrator and user
departments » Production deployed to DOF, and selected

departments
Evaluation Report after first department roll-
out.

Implementation:

Release and
Depioy

Implementation event and deployment
schedule

Change management program

Training — technical, administrator and user
Production deployed to departments and
agencies in a slaggered process

Project Closeout

Final system documentation

Conduct an assessment of process
changes

Maintenance and operations structure in
place

Final Evaluation Report

“June 2013

Statewide Rollout

Schedule for this phase located in
Appendix A

3.6.4.7 Budget Information (Assumptions)

In addition to the budget assumptions in the Preferred Alfernative:

» The cost of the proposed project is based upon the assumption that the system is
designed, developed, and implemented between 2008 and 2013.

» Deployment of the system to the remaining departments, using the existing state
processes for information technology projects will begin in 2013 and be
completed in 2021.

e e
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3.6.5 Alternative 5 — No Statewide Project

3.6.5.1 Description

This alternative proposes the state will take no coordinated effort to implement a system
to support statewide business functions and control agencies and departments will
replace their legacy systems with applications (or application suites) which are specific
to their needs, such as ERP systems, other COTS systems and, possibly,
custom-developed software applications.

The replacement of legacy systems will occur as a result of three drivers. First, the
state’s legacy systems, while still supporting basic functions, are at risk of failure
because of age, loss of manufacturer support, or loss of key staff to maintain and use
them. These systems were largely developed between 1965 and 1975 and while many
of these systems provide reliable and dependable services, the state must acknowledge
that some have been neglected and fallen into disrepair. Increasingly, staff needed o
maintain these systems are retiring or leaving state service and manufacturer support for
both hardware and software is quickly evaporating.

Second, state departments will increasingly seek ways to capture the value of new
technologies to handle their business functions, better manage their resources, and
respond to demands for accountability and performance. Over time, departments will
come forward with requests to expand the performance of legacy systems or replace
these systems. Since the cost of bundling other administrative functions is marginal,
departments are likely 1o select a single solution that addresses core administrative
functions as well.

Third, while some accounting applications are regularly updated by the Department of
Technology Services, there are legacy systems that are not integrated with
functionalities such as budgets, procurement, account receivables, and asset
management. Because of the fack of integration, departments cannot obtain timely
expenditure information from the state’s legacy batch accounting processes. Centrally
posted expenditure dafa, including budget adjustments and revisions and DGS
administrative service charges, for example, are posted monthly. Departments, in their
pursuit of timely information, efficiency and integration will begin to seek alternatives that
provide this scope of functions and reguest the authority to obtain an integrated system.

Since the state will take no concerted action, departments will independently procure
systems that support their business actlivities. The number of systems that result will not
provide a single business platform on which the state conducts its core accounting,
budgeting, and procurement. To achieve integration, the state will need to rely on
bridges between systems — no partnered effort will be made to provide coordinated
management and control through the business platform.

Al the time they procure their systems, depariments, including control agencies, will
have the opticn to revise their business processes to leverage new capabilities within
these technologies. Business reengineering can improve and sireamline processes and
activities. In the absence of a single platform, any business reengineering will be carried
out independently by each department, limiting the overall value to the state in terms of
process efficiency and streamlining.
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Unlike the other alternatives, which explicitly recommend a transition to a shared
business piatform for one or more business functions, a choice to terminate FI$Cal
leaves that decision to each individual Control Agency and department. This specifically
contradicts the objectives as stated in the state’s strategic objective.

3.6.5.2 Scope

Terminating FI$Cal effectively transitions the project scope to the individual control
agencies and departments. Each organization will include tailored accounting,
budgeting and purchasing functions rather than standardized business processes.
However, the scope of business functions will be substantially similar to Ft$Cal.

3.6.5.3 Assumptions

« Required Critical System Replacements: The majority of the state’s financial
management systems will likely reach the end of their useful life in the next
10 years or less, necessitating replacement with either ERP systems, other
COTS systems or, possibly, custom-deveioped software applications. Each year,
more and more systems are reaching critical support issues due to deferred
maintenance of administrative systems, obsolescence, and retiring systems
expertise. Although some systems will continue {o technically function, they do
not provide the required range of business functionality departments need.
As a result, departments will begin to replace or update other legacy systems or
procure new technologies to address departmental needs.

« Sufficient Funding Capacity: The state will have the capacity to fund the multiple,
redundant individual system replacements during the next 10 years.

»  Workforce Modernization and Expansion: The state will be able to develop,
recruit and retain a workforce with the necessary skills, knowledge and
experience to implement, operate and maintain the multiple selected systems, for
each of the relevant ERP or other COTS systems.

* Vendor Resources: The state will be able to supplement existing management
and staff resources with vendor resources having equivalent or better skills,
knowledge and experience throughout the duration of each of the multiple
projects, for each of the relevant ERP or other COTS systems.

+ Technology Capacity: The state’s technology infrastructure will be sufficient to
support multiple ERP software solutions or other COTS systems. This includes
network bandwidth, hardware processing capability, and sc on.

e Operational Commitment. Unlike custom-developed software, ERP suites are
packaged solutions with a life cycle involving defect corrections, software
updates and new releases. The evaluation, testing, implementation and training
around each of these life cycle changes will require dedicated personnel,
equipment and infrastructure. There is the assumption that the state will be able
to recruit and retain this personnel for multiple projects, for each of the relevant
ERP or other COTS systems. These projects will be concurrent to a great extent.
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3.6.5.4 Advantages / Disadvantages

3.6.5.4.1 Advantages

Some Improvements to Partner Agency and Departmental Business Processes:
Since Partner Agencies and departments wil! craft the requirements for their
specific system replacements; the processes internal to each organization will be
improved. However, the improvements would be limited since departments
would still have to interface and exchange data with the external Pariner
Agencies — each of which could be on a different system.

Tailored Business Solutions: Distributes the responsibility for designing,
developing, and implementing financial systems to departments who can make
the decisions needed to address their specific business needs. In addition, this
approach avoids the need to “refresh” technology in the later implementation
phases, because each departmental implementation is timed to only meet that
department's needs.

Reduced Change Management Coordination: Less coordinated change
management is needed within a department than a statewide effort; although it
still represents a significant change that requires a continuing change
management program assuming each project sponsor changes existing business
processes.

Decreased Project Workforce Impact (compared to other alternatives presented):
Avoids the need for depariments to redirect key staff to a statewide effort and
backfilling the loss of subject matter experts with less experienced staff.
Departments would still have to redirect staff internally and in greater numbers

“without the statewide coordinated effort.

Lowers Risks Associated with Stakeholder “Buy-in": More "local” ownership of
each project because it is "their" project rather than something they are
mandated to do. This may increase the probability of stakeholder buy-in.
Independent projects result in more individual department responsibility and
possibly better levels of cooperation. In addition, this approach eliminates
potential jurisdictional issues between constitutional offices.

3.6.5.4.2 Disadvantages

Limited Modernization: The modernization and standardization of the state’s
financial management workforce will be limited, and will continue to vary by
department, which will continue the proliferation of new classifications, Since
each department operates differently with different systems, the modernization of
the workforce would be piecemeal.

Addressing Personnel Trends: Recruitment and retention would become a
departmental issue instead of a global statewide issue. Departments have a
core experiise in their programs; not in administrative systems. Financial
management systems have become more complex over time and require
specialized knowledge. Accounting and procurement bodies of knowledge are
also expanding. Efforts to address the issue will be fragmented and inconsistent.
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» Never Upgrade: The possibility some departments will not upgrade within the
next 10 years is possible and the same existing problems will compound in
severity.

» Organizational Retention: Because each department could make different
selections and choices with varying degree of success, organizational change
management could have no effect or increase complexity resulting in employees
migrating to other better run departments. New employees would not have an
incentive to stay.

« More Expensive: Independent efforts are more expensive than a coordinated
effort that takes advantage of economy of scale. Departments would be required
to staff all the functions of each project as well as acquire multiple software
ficenses without benefit of leveraging the purchases, resulting in repeated
developments of the same functionality throughout the state.

« Less Transparent: Allows entities the ability to interpret state rules inconsistently.

s Limited Overall Financial Information Quality: Departments will still have
individually tailored business processes: so the opportunity to improve
information timeliness, financial data consistency and error correction reduction
will be limited. It will be difficult or impossible to develop standardized processes
and ensure standard implementation on a statewide basis when multiple systems
are in place.

« Limits the Application of Best Practices: With departments pursuing their own
solutions, the state will be limited in adopting best business practices or
reengineering existing business processes to capture the value of new
technology. The complexity of timing the replacement of individual systems
makes reengineering the statewide process impossible without a statewide
project for coordination and standardization.

o Data Redundancy: Multiple systems will perpetuate existing issues with
redundant data and the inevitable data reconciliation and error correction
procedures required to keep data “in sync”.

» Increased Technology Costs: Deploying multiple systems during the same time
period will tax state resources and ultimately cost more for hardware, software,
vendor staffing, and state personnel than a single replacement effort.

« Increased Staffing Costs: Deploying multiple systems will utilize the same pool
of limited state subject matter experts, technical staff, and vendor resources
increasing the cost of retaining and/or procuring necessary project staff.

e Increased Interface Complexity: Deploying multiple systems will increase the
number of system interfaces, the volume of interfaced data and the overall
complexity of designing, developing, testing and maintaining system interfaces.

» Complicates Operations and Maintenance: Deploying multiple systems will
create numerous instances of ERP and other COTS software instailations. Due
to the additional complexity of ERP operation and maintenance, these multiple
deployments will require considerably more operational staff and maintenance
efforts than current legacy systems without the benefit of operational efficiencies
of a single system.
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» Lack of Coordinated Succession Planning: Each department responsible for
succession planning will have inconsistent quality and outcome. It will be very
difficult to align and modernize the financial management classification series
with each department operating differently.

+ Limited Departmental Resources: Depariments will lack the resources to
configure and implement new systems in a cost effective and efficient manner,
risking service continuity.

o Delay or Inability to Deliver Program Services: The departmental learning curve
for new systems may cause the delayed delivery of program services. In
addition, system configuration decisions and the integration approach with
external systems may delay or otherwise affect the ability to deliver program
services.

« Lack of Subject Matter Expertise: The state will fail to capitalize on the
institutional knowledge heid by key staff before they retire or leave the state
workforce.

» Lack Qualified Vendor Staff: Multiple procurements increase the risk that bidders,
in this competitive market, will be able to provide the needed resources to
complete all projects or the possibility that they will experience financial or
organizationa! instability that would keep them from meeting the terms of one or
more contract agreements.

e Lack of Available Funding: The state will lack the resources to fund the updating
or replacement of all systems needing to do sc, leaving some processes at risk
because the supporting systems were not replaced in time.

3.6.5.5 Project Phasing
No project is planned under this alternative, so no project phasing is provided.

3.6.5.6 Schedule
No project is planned under this alternative, so no project schedule is provided.

3.6.5.7 Budget Information

3.6.5.7.1 Partial List of the Existing Legacy Systems

Departments are expected to replace or upgrade legacy systems within 10 years based
on the problem statement discussed above.

Table 1 lists legacy systems used by the Partner Agencies to administer their statewide
functions and the replacement cycle of those known to be approaching obsolescence.

Table 1
Partner Agency 1 Legacy Statewide Adminiétrative Systems Estimated
: Replacement Cycle |

Department of « Legislative Information System All systems and
Finance +  Budget Decisions Support databases are

System/Planning Estimate designated for

(BUDDS/PE) replacement

+ Change Book
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Partner Agenﬁ:y

Légacy Statewide Administrative Systems |

Estimated
1 Replacement Cycle

Department of
Finance
{continued)

Budget Preparation System (BPS)
Fund Condition

Personnel Year

Fund Maintenance System
Organization Maintenance

Capital Outlay Project Tracking
System (COPTS)

Palicy Decision Support (PDS)

» Governor's Budget Presentation
System (GBPS)

» Revenue System (Schedule 10Rs)

State Controller's
Office™

e Accounting and Reporting Systems
(ARMS)
» SCO Fiscal System -
o Controt accounting
o Program accounting
o Disbursements
o Claims Audits
» GAAP Reporting System
» Legal-Budgetary Reporting System

|s Loan Accounting on behalf of former

Trade and Commerce Agency in

CALSTARS

Agency Treasury Trust System

investment Accounting System

Accounting Inquiry System

Legal-Budgetary Basis Reporting

Inquiry System

GAAP Reporting Inquiry System

» GAAP Capital Asset Reporting
System

+ Legal Basis Bonded Debt Accounting
and Reporting System

s Payroll Clearance System

¢ Local Agency investment Fund
Interest Distribution

+« School Building Aid Loans

o Public Works Bond Proceeds Funded
Projects

» Year-end Accrual Letters for PMIB

Loans

Lottery Offset Database

Agency Trust Database

Fund and Agency Database

Systems Index

L.oan Tracking

County Coding

Warrant Reconciliation

Components of ARMS,
including the Fiscal,
Ctlaims Audits, and the
Agency Treasury Trust
Systems that are
designated for
replacement within

5 years.

¢ Also provides accounting services for the California Scnior Legislature and the Institute of Regenerative

Medicine.

Page 74




11 m!

- 4
[N

[E———

[

e d

| SR—)

Special Project Report

3.0 Proposed Project Change

No Statewide Project

Partner Agency

Legacy Statewide Administrative Systems

Estimated T
Replacement Cycie

SCO (continued) .

Signature Card File

Department of .
General Services

Procurement Information Network
(PIN)

Business Information System (BIS)
State Contract and Procurement
Registration System {(SCPRS)
Transportation Management
Information System (TMIS)
Statewide Property Inventory (SPI)
Fieet Focus (Maximus)

Office of Legal Services Contracting
System

California State Contracis Register
(CSCR)

Fleet Asset Management System (FAMS)

PIN system, CSCR,
and SCPRS systems
designated for
replacement within

5 years or less. DGS
will implement
contracted interim
system until new
system is implemented.

State Treasurer's
Office

Electronic Deposit Form (EDF)
Front-End Deposit System (FEDS)
ltem Processing System (IPS)
Check Writing System (CWS)
Recon Plus for Windows

New Data Delivery Systems (NDDS)

CALSTARS for some statewide functions

All systems and
databases, except
NDDS, are designated
for replacement within
5 years. NDDS are
designated for
replacement within

10 years or less.

Table 2 provides a selected listing of legacy departmental systems and their estimated

replacement cycle.

Table 2

Department: . -

Legacy De;ﬁartmentai Systerﬁs

Estimated
Replacement Cycle

State Controller's .
Office

PACE {formerly Public Sector
Accounting Software)

HP Cpen View Asset Center (AC),
Service Center (SC), and Connect IT
Contracts Database

Budget and Procurement databases

PACE designated for
replacement within
5 years or less

Department of .
General Services

Facilities Management System
(MAXIMO)

Activity Based Management System
(ABMS)

Project Accounting and Leave (PAL)
Division of State Architect Project
Tracking (eTracker)

Case Management

Radio Maintenance Manual Billing
Vault

Internet Based Valley Oaks System
(iVOS)

Spars Printing and Reporting systems

System maintenance
will continue to be
required on all systems.
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Departm__ent' o Legacy Departmental Systems Ezgggzﬁenf Cycle
Department of » Accounting information System (AIS) Designated for
Justice + California Automated Position Roster immediate replacement
+ T AsseVIntelliTrack System
+ Vehicle Tracking Database
State Board of » ACPAC Designated for
Equalization *» NCR MP-RAS System immediate replacement
» BT-666
Department of » Purchase Order Log/Access DB Designated for
Technology » PeopleSoft Purchase Order and immediate replacement
Services Accounting
« PeopleSoft HR
s Bilacces
+ MICS-Cannery
+  Paradox
California Housing | *  In-house developed accounting Designated for
Finance Authority system (UNIX-based) replacement within
5 years. .
Department of » Client Invoicing System (CIS) Designated for
Rehabilitation + Client Encumbering System (CES) replacement within
e Client Accounting System (CAS) 5 years
+ Financial Management System (FMS)
« Adminisirative Claims System (ACS)
+ Business Enterprise Financial System
(BEF)
s Bank Check Matching System
{BCMS)
« Dashboard Management System
(RDMS)
+« Automated Travel Card (ATC)
¢ Property Records System (PRS)
Employment « Auto Claim Schedule Designated for
Development +« Cash Management Reporting (CMRS) replacement within
Department®’ s Cost Accounting (CAS) 5 years
s  Cost Accounting General Ledger
(CGL)
» Multiple GL (MLS)
¢ Cost Monitoring System (CMS)
e Encumbrance Tracking System (ETS)
132 CALSTARS o CALSTARS Many of the shadow
Departments® ¢ Shadow Systems: In a survey of a systems are being
(Administered by sample of departments conducted by proposed for
the Department of the California Performance Review replacement at a cost
Finance) over 1000 “shadow” systems of $2 to $5 miliion each.
supporting accounting, procurement, The scope of the
and budgets were identified. These FI$Cal Project includes
shadow systems have evolved the repfacement of

2] . . \ . .
Also provides accounting services for the California Career Resource Network.

22 . . N o .
% In this analysis, departments were considered to be separate entitics even though they may receive
administrative services from other departments.
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Department Legacy Departmental Systems Sztr;:giz::ent Cycle
because CALSTARS and other CALSTARS.

existing legacy systems do not meet
the departments’ administrative
needs. Extrapolating from these
survey results, the cost to the State of
maintaining and upgrading these
*shadow” systems and spreadsheets
is substantial.

3.6.5.7.2 Cost of No Statewide Project Alternative

The estimation of the cost for this alternative is based on the assumption that the current
legacy systems can not and should not be replaced with similar systems since that
would not take advantage of improvements in changing technology. State agencies and
departments should replace their legacy systems with applications {or application suites)
which are specific 1o their needs, such as ERP systems, other COTS systems and
custom developed software applications.

Independent efforts are more expensive than a coordinated effort that takes advantage
of economy of scale. Departments would be required to staff all the functicns of the
project as well as multiple software licenses without benefit of leveraging the purchase
and multiple repeated development of the same functionality.

The majority of the state’s financial management systems will reach the end of their
useful fife in the next 10 years or less, necessitating their replacement. Each year, more
and more systems are reaching critical support issues due to deferred maintenance of
administrative systems.

In the previous SPR, this alternative was estimated to cost from $3.4 billion to

$5.3 billion. An extensive review of the costs of this alternative by the department was
completed using adjusted methods derived from industry research and analogous
estimating methods.

The estimates are based upon three costing methods.

s The first method applies a per user cost based on an ERP study by the
Meta Group. This method resulted in a total cost of $6.3 bitlion.

« The second method applies a per user cost by size of entity based on the same
Meta Group Study. This method resulted in a total cost of $6.2 billion.

» The third method estimates the cost of replacing legacy systems using
comparable costs from systems recently implemented by state or local
governmental organizations. This method resulted in a total cost of $6.2 billion.

The average of these methods resulted in a cost of $6.2 billion to modernize and repiace
the state's existing systems when procured independently by agencies and departments.

3.6.5.7.3 Assumptions

» The cost of replacing legacy systems in departments is based upon the cost of
similar systems. Information was gathered from the recent implementation of
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ERP systems at California Department of Corrections and Rehabilitation, County
of Los Angeles, County of Marin, Department of Water Resources, Department
of Conservation, SCO, and others.

The Department of Corrections and Rehabilitation (CDCR) Business information
System is implementing a COTS ERP Solution that will be the foundation for the
integration of CDCR department-wide business information systems that will link
together the department’s entire business operations, including but not limited to;
accounting, budgeting, financing, human resources, procurement, contract,
facilities, and construction project management. Moreover, the system will build
interfaces to connect with other internal and external state agencies systems to
enable electronic data interchange. The system will have 6,855 users and is
estimated to cost $144,465,388. The system provides a good comparison for &
large, widely distributed network of users, but one which does not include grant
or federal funds accounting.

The County of Los Angeles’ eCAPS Phase 1, 2, and 3 replaces the County's
legacy financial systems with an ERP providing a full suite of financial
management tools, capital asset management, inveniory control and
procurement, limited time keeping, grants management, and human resources
management functions. Portions of Phase 2 are still being implemented. Phase
3 was to begin implementation in 2008 and conclude in 2012. Total cost of the
system, serving approximately 5,000 users, is estimated to be $187,037,187.
The system is a re-implementation of a prior existing financial management
system using the same software and operated by the County; therefore, the cost
is lower than the cost of a completely new system. Adjusting the cost for this fact,
the system could be used as a comparison for a large state department.

The County of Marin's Business Information System repiaced legacy financial
systems with an ERP providing budget control, accounts receivable, accounts
payabie, project administration, grant administration, fixed assets, purchasing,
general ledger, and inventory functions to manage work orders, projects, grants,
recruitment and employee self-service, and budgeting. Total cost of the system
is estimated at $15,879,000. Adjusted for the limited size and functionality, the
system provides a comparison for a small state department.

The Department of Water Resources’ ERP project, involving accounting, grants
management, project management, cost accounting, asset management and
work clearance management is a re-implementation of a prior existing system.
The system is used by less than 200 staff. Total costs of the system for the
reimplementation were estimated fo be $34,651,512. The original
implementation cost was over $68 milion.

The Department of Conservation’s Division of Recycling Integrated Infermation
System (DORIIS) provides comprehensive, integrated information to support the
Division of Recycling programs and services related to the administration of the
California Beverage Container and Litier Reduction Act. The system is a COTS
ERP providing financial management, customer relations management, case
management, and geographic information system functions to a widely
distributed organization, including state operations and private retailers. The cost
of the system is estimated at $22,729,410 and provides a fair comparison to
small state departments with a widely distributed service area.
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The SCO’s Human Resources Management System will provide a COTS human
resource management and payroll system to replace the existing state-level
systems. The project costs, estimated al $140 million, included separate
procurements for the Software, System Integrator, Business Case Benefits Study,
and Project Oversight. The system will provide self-service use for all state
employees. Therefore, the total number of users will approach 250,000 but only
for iimited functionality. The project is set to implement the final system in June
2009. Because of its specific functionality, the system does not provide a good
comparison for other system costs but can be used to determine the cost of a
single statewide module.

For the purposes of this analysis, existing statewide and departmental systems
were assumed to be replaced with ERP systems. Replacing legacy systems with
ERP systems makes it possible for departments o obtain the needed
management and administrative tools 1o operate at a level expected by the
Administration, the control agencies, the Legislature and the public.

ERP systems typically have a much greater level of complexity due to the
broader set of business functions supported and the integrated nature of the
modules. Therefore, an ERP system that might have supported only financiai
accounting business processes becomes a system designed to support other
business processes generating accounting events, such as asset management,
purchasing and budget development/control. The increased compiexity expands
the role of the support and maintenance organization, and requires an increased
ievel of skilis, knowiedge, and training in order to administer the ERP system.

ERP Systems have been traditionally viewed as modular functionality. The cost
of an ERP project is a factor of the number of functions, the number of
organizations, the geographic distribution of the organizations, and the number of
users,

Departments currently operating ERP systems for departmental functions or in
the process of procuring systems, including DGS, California State Lottery
Commission, Depariment of Corrections and Rehabilitation, Department of Motor
Vehicles, Department of Water Resources, the Depariment of Technology
Services and the Public Employees’ Retirement System will need to upgrade or
re-implement these systems in the future. A reimplementation of a large system
is estimated to cost $30 million to $40 million each.

In this analysis, CALSTARS was not replaced with a single ERP system to be
used by those departments now using CALSTARS. This solution is considered
in Alternative 3. Instead, existing CALSTARS agencies were evaluated to
determine the feasibility of transitioning to an independent ERP. Those deemed
to be too small, based upon number of staff, budget, or fund structure, were
grouped together in a shared services environment. The assumption was made
that the state would employ economies of scale to serve these departments
together and a cost was estimated based upon the combined staif and budget of
these departments. It was assumed that all other CALSTARS departments
would procure ERP systems independently because the coordinated efforts were
rejected.

It was assumed that departments currently receiving accounting services through
the DGS’s Contracted Fiscal Services (CFS) section would continue to receive
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services from a centralized service organization. The cost of replacing CFS was
based upon the combined staff and budget of these departments.
Based upon each depariment’s total budget, or combined budgets in the case of CFS or
small CALSTARS deparitments, state departments were divided into three groups.
« Large departments were those with budgets greater than $1 billion,

¢ Medium departments were those with budgets between $1 bilfion and
$200 million.

» Small departments were those with budgets less than $200 million.

Using this method, there are 15 large departments, 13 medium departments, and
32 small departments. This is consistent with the Meta Group Study methodology.
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4.0 Updated Project Management Plan

4.1 Project Manager Qualifications

The Project uses both an independent contracted project manager to partner with a state
project manager to provide the breadth of skills necessary for a project of this size. The
qualifications of this individual must include:

Knowledge of the public sector budgeting, accounting, and procurement
functions and the potential application of information fechnology to support those
functions.

Knowledge and experience in structured project management principles.

Operational experience in developing and impiementing project management
practices.

Familiarity with state procurement policies and procedures.
Extensive knowledge of state project approval procedures and criteria.

Practical experience in defining business requirements for large ERP software -
application development projects.

Experience in IT budgeting, planning, and coordination.

Knowledge of computer hardware, software, applications, and networks, with a
focus on current enterprise financial systems.

Knowledge of industry standards and best practices.

Strong communication and leadership skills and an ability to work with diverse
teams and communicate difficult and complex issues clearly and concisely both
orally and in writing.

Duties of the project manager include:

Plan, execute, and control activities necessary to support the implementation of a
statewide enterprise financial system.

Provide leadership to state staff assigned to manage the multidisciplinary project
teams including business process teams, technology teams, acquisition teams,
change management teams, project administration teams, and training teams.

Maintain and monitor the project plan and performance, including perfermance of
vendor teams such as the contract project manager, acquisition assistance
vendor, software vendor, and system integrator

Coordinate with the independent verification and validation {(IV&V) and
independent oversight consultants to address and incorporate findings and
recommendations.

Participate in the identification, quantification, and mitigation of information
technology project risks. Participate in quality planning, assurance, and control.

Direct the development of project documentation required by control agencies.
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4.2 Project Management Methodology

The Project uses a project management methodology based on Project Management
requirements outlined in the State Administrative Manual (SAM), the State Information
Management Manual (SIMM), and the Project Management Institute’s (PM!) Body of
Knowledge (PMBQOK).

4.3 Project Organization

Since the product and system integrator have not yet been selected, the final project
organization structure is still unknown; however, the following changes to the project
organization have been made to reflect the strategic directicn for a comprehensive
enterprise strategy and the relationship to the new FI$Cal Project.

4.3.1 Project Structure

This is an unusual project because of the collaboration of the Pariner Agencies. The
project will be led by a Project Director (Project Manager) that wilt apply structured
project management methodologies. The Project Director will also perform the duties of
the state project manager. The FI3Cal Project will be organized into four primary teams:

« A Technical Team will provide the infrastructure o support the project and
maintain the system.

« The Business Team will provide overall expertise for the various business areas
addressed by the project. This represents the largest of the four teams, because
the project is best represented as a business fransformation project effort; rather
than solely a technology project. The primary emphasis of the project will be to
change business processes to be more effective and efficient by adopting the
best practices inherent in the COTS. For this reason, the Business Team is a
key partner of the Change Management Team. '

» The Change Management Team will work to lead the state workforce through the
changes initiated by this system. The people are the most important part of this
project; the project is considered a critical element of succession planning and is
dedicated to preparing the Next Generation of state employees to manage the
finances of California.

« The Project Administration Team includes the Project Management Office (PMO),
project financial management and reporting, quality assurance, project
documentation, and project recruitment and retention.

In addition, the project inciudes four Pariner Business Executives to ensure the
necessary participation, rapid communication and coordination of business vision, goals,
objectives, policies and processes between the project and the project partners.

The system integrator's staff will be incorporated into the state teams identified above
and are therefore not separately reflected in the project organization chart. This
sfructure is necessary because of the intensive knowledge transfer program that will be
part of the project to support a transition of the primary system deployment activities
from the system integrator at early project stages to state staff in later project stages.
The system integrator's project manager will report fo the state's Project Director.
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The following organization chart illustrates the anticipated project structure:

Sroject Directorate

The Bureau of
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Oversignt Audits and Audit
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Governing Board - Project Executive

{— Administrative
; . T I L T Assistant 1|
Statewide

Govefnance Par\ner Business Aoministrative
Enterprise Executives —— Assistant ll

Leadership DOF, $CO, 10, DGS) Project Director

i l_"—l#‘

Deputy Project Director Deputy Project Direclor Deputy Project Director Deputy Project Director
Technology Business Administration Change Management
Enterprise Information )
Architecture |-— Secunly Functional Legal, Project Project ]
Services & Reguiatory, & Management Dacument System Training
Supoort Policy Changes Office Cortrol & Library
: Technology & i
Applications Quality
: Infrastructure
Senvices F——1 Services Requirements Department Procc;;?g;n t& Assurance L__| Communication &
Management Readiness Managemen! Eduucation
Departments R " s
Legacy Systems ecruitmen|
gTrr=1ynsi)t"mn B Process I Fé"?;‘fl 5& Retention 1 Workforce
Reengineering Hsines Transition
Services

4.3.2 Project Governance

Project Governance is represented by a Project Directorate, Project Sponsor, a Steering
Committee, a Project Executive, and a Project Director.

The project Steering Committee reflects the project’s primary financial business
functions and a partnership among the Partner Agencies and departments:

e Chair, Project Sponsor (Currently DOF).

« Two representatives from DOF (budgets and accounting).

+« Two representatives from DGS (procurement and asset management).

« Two representatives from SCO (accounting and disbursements/claim audits).
e One representative from STO (cash management).

» Three representatives from participating departments or agencies.
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4.3.3 Statewide Governance

As the state moves forward with the development of statewide enterprise activities, the
need for leadership and governance related to statewide (enterprise) level issues has
been established in the Enterprise Leadership Council (ELC). Through a charter of the
members, the ELC provides the forum and structure for stakeholders of the FI$Cal
Project as well as other enterprise projects in development by other state agencies.
Should the FI$Cal Project encounter issues than are broader that the project, the ELC
provides the forum for issue resolution.

The ELC is co-sponsored by the State Chief Information Officer (CIO), who has primary
responsibility for overall ELC management, support and coordination. The diagram on
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