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July 29, 2008
The Honorable Julia Patterson
Chair, King County Council

Room 1200 

C O U R T H O U S E

Dear Councilmember Patterson:

I am pleased to transmit to the King County Council the Detailed Implementation Plan (Plan) for the Accountable Business Transformation (ABT) Program, a motion to adopt the Plan, a supplemental appropriation ordinance to fund the implementation and an updated cost benefit analysis to support this transmittal.  The implementation of ABT will complete the King County – Metro merger and moves us from an effective regional government to an effective and efficient organization using contemporary, countywide business practices and an integrated finance, human resources and budget system.  The enclosed supplemental appropriation request of nearly $84 million will provide funding to migrate to countywide financial, human resource, payroll and budget business processes and systems with phased implementation activities occurring from October 2008 through 2012.  This request includes a 30 percent contingency.  

The ABT Program is the result of a comprehensive planning effort, including the cost benefit analyses that have been continuously updated and reviewed by the expert consultants and the Council Council Auditor throughout program planning.  From program inception in 2003, when council approved the motion to adopt the program’s vision and goals, to the Detailed Implementation Plan that is being submitted to council today, King County has built a strong foundation for implementation that is informed, deliberate and mitigates risk.  

As a result of this careful planning, the requested appropriation is within the range anticipated by the Office of Management and Budget. Moreover, despite the challenging fiscal environment in which the county finds itself currently, the implementation of the ABT Program is funded as a bonded capital project that will not impact county budgets until countywide benefits begin to be realized in 2012.  In 2012 the county will begin payment on bond debt used to finance the program.  Over the next three years and beyond, King County will increasingly realize financial and organizational benefits that will significantly enhance its effectiveness and efficiency.  

Our consultants for the Cost Benefits Analysis and the Detailed Implementation Plan from the Hackett Group and CIBER worked with the ABT Program staff and the Office of Management and Budget to identify project benefits to be 2.7 to 3.3 times greater than the total project investment.  Project investment is the sum of project cost and incremental costs of operating three enterprise systems.  The cost benefit summary is illustrated in the chart below:

	ABT

Initiative
	Project 

Costs
	Incremental Operating Costs
	15 YR Benefits
	Net Benefits
	NPV @ 7% Discount Rate

	Single Financial System
	$29.1 
	$17.3 
	$137.4 
	$91.0 
	$39.6 

	Single HCM System
	$30.7 
	$6.7 
	$134.6 
	$97.2 
	$44.8 

	Single Budget System
	$4.8 
	$2.0 
	$22.1 
	$15.3 
	$6.9 

	Totals w/o Contingency
	$64.6 
	$26.0 
	$294.1 
	$203.5 
	$91.3 

	30% Contingency
	$84.0 
	$26.0 
	$294.1 
	$184.1 
	$ 73.0 


The county is at an organizational cross-road.  The effectiveness of the county in terms of operation and management of county business—financial, human resource and budget—is on or above par with comparable organizations.  Although the county gets high marks in the outcomes of its processes, the processes themselves are labor intensive, time consuming and costly.  In short, the county can significantly improve its overall efficiency through implementing best business practices and processes and integrated systems. 
As long as the county operates using two financial systems and two HR systems, we will have significant problems with efficiency and will not be following best business practices for governments.  Currently, as a result of the King County – Metro merger, four separate systems perform the fundamental central financial and human resource functions for the county, but are not integrated and have inefficient interfaces.  County departments and separately elected organizations use different business processes and support multiple computing systems.  This results in poor integration, redundant data entry, time-wasting reconciliation, and high systems maintenance, staff support and upgrade costs.  Dedicated county employees continue to produce outstanding work and are effective in the delivery of services to our public but the complications of using two financial and hr systems and manual processes hampers their efficiency.   
King County is a regional government with a 2008 adopted budget of $4.9 billion.  It is responsible for the delivery of services to over 1.8 million people.  It must act now to improve the efficiencies of its operations so that the effectiveness of its services, projects and programs are not compromised.   We must complete the King County – Metro merger.

This transmittal concludes the ABT planning process and conforms to the clear direction provided by King County’s elected leadership.  The King County Council has specifically endorsed the framework upon which the ABT Program has been formed including adoption of the vision and goals by Motion 11729, the policy framework by Motion 12024, the charter by Motion 12364 and planning process by Motion 12581.  A chronology of the council’s legislative actions including the appropriations approved to complete comprehensive planning relating to the ABT program is provided as Attachment 1.  
Consistent with the adopted Vision and Goals, the ABT Program will implement integrated, efficient and fully effective financial, human resource and budget business processes that will allow the county to realize greater efficiencies in providing the level and quality of services to which the citizens of King County are entitled.  To accomplish this, the ABT Program segmented its body of work into five distinct stages:

1. Business Case (Motion 12364, October 9, 2006)

2. High Level Business Plan (HLBP) [Motion 12581, September 24, 2007]
3. High Level Business Design (HLBD) [approved by ABT Leadership Committee February 25, 2008]
4. Detailed Implementation Plan (referenced in the transmittal as the Plan) including a Costs/Benefits Analysis and Budget System Implementation Plan (subject of this transmittal)
5. System configuration and migration (subject to approval of the appropriation requested by this transmittal)
The Business Case stage provided detailed information about why King County must undertake this effort.  It concluded with the council’s approval of the ABT Program Charter on October 9, 2006.  The HLBP, adopted by council in September 2007 documents the scope, the process and the budget system requirements for the ABT Program.  The HLBD, approved by the ABT Leadership Committee on February 25, 2008, set forth the scope for transitioning King County business processes to industry best practices.
The Detailed Implementation Plan (Plan)
Execution of the Plan is the key milestone that will launch King County’s implementation of better business processes that improve county services.  The ABT Program moniker, Better Information for Better Government underscores this principle.  With the Plan, King County answers critical questions in advance of the migration (implementation) activities:  

· How will King County transition its financial and human resource information technology from existing, less efficient processes and systems to countywide business processes supported by fully integrated systems?  

· What benefits will King County realize relative to the costs of implementing ABT?  

· How will we ensure that King County employees understand and embrace systems integration transformation to ensure that the impacts on work performance are positive and significant? 
With these questions addressed in the Plan, King County is prepared to proceed with ABT implementation.  The enclosed supplemental appropriation request of $83,973,548 million will provide funding to migrate to countywide financial, human resource, payroll and budget business processes and systems with phased implementation activities taking place from October 2008 through 2012.  This request includes a 30 percent contingency.  Funding will cover software fit/gap analysis, detailed design, development and configuration, testing, training and full implementation.  It will also provide for ABT Program Management Office (PMO) staffing and on-going program level work that includes:  Communication, organization and business process change management, governance, issue management, program and project level reporting, quality assurance review and council oversight.

As the Executive Sponsor for ABT, I am pleased to report meeting key objectives for scope, schedule and budget that demonstrate the county’s readiness to move out of planning and into the ABT implementation:  

· Development of a clear and achievable ABT scope.  Scope was identified in HLBP, further analyzed in the HLBD and now finalized in this plan before you for action in this transmittal;

· Development of a comprehensive cost estimate for implementing and maintaining the ABT Program scope; 

· Development of an updated and verified cost/benefits analysis that identifies the benefits associated with the proposed ABT implementation scope; and

· Development of a realistic schedule to implement the recommended ABT scope.

The development of clear direction on scope, schedule, budget and cost/benefits was achieved with the expertise of two consulting groups.  CIBER, Inc. assisted in the development of the Plan and the cost/benefit update, and the Hackett Group conducted the cost benefit comparison study to inform the update.  The Plan details CIBER and ABT Program Team recommendations for advancing King County toward significantly streamlined and improved financial and human resource/payroll systems.  Key to the process of Plan development was county stakeholder participation, which engaged not only ABT management and consultants, but representatives from all county departments and separately elected organizations.  Additional, focused work programs were conducted with business managers from the Finance and Business Operations and Human Resources divisions of the Department of Executive Services and the Office of Information and Resource Management.  

The ABT Program analyses and recommendations detailed in the Plan establish the foundation for King County’s launch of the most current releases of target financial and human resources/payroll systems (Oracle EBS Financials v12.0 and PeopleSoft HCM v9.0).  Following implementation, these most current releases will provide the foundation from which the county can further enhance its business processes by implementing additional functionality as needed in the future.  

Functionality beyond that implemented by this appropriation request may be considered in the future.  The Detailed Implementation Plan describes a full functionality implementation.  The cost associated with this larger body of work is $109 million with a 30% contingency.  I am not recommending this larger scope or the larger appropriation request at this time.  Consideration of this additional work may be appropriate following the successful migration to the core functionality recommended by this transmittal.  

This last planning milestone resulted in many critically important deliverables that will guide the implementation/migration stage of the ABT Program.  The Plan document identifies the scope of the ABT Program and provides a point of reference for all ABT Program initiatives and end state deliverables.  Each of these deliverables is in the Plan appendix.  The Plan presents deliverables in the categories of Technology, Business Processes and People:

Technology Deliverables

· Technology Architecture Plan 

· Interface Systems Strategy Plan

· Modifications Strategy Plan

· Testing Strategy Plan

Business Process Deliverables
· Functional and Organizational Phasing Plan

· Fit/Gap Analysis Strategy Plan

· Business Process Redesign Strategy Plan

· Reporting Strategy Plan

· Data Management Plan

People Deliverables
· Organizational Change Management Plan

· Transition Period Strategy Plan

· Training Strategy Plan

Review and Approval

The documents included with this transmittal have been reviewed in accordance with the ABT Program Charter adopted by the Council by Motion 12364.  The ABT governance review of the Plan includes the following: 

ABT Operations and Change Management Committee is the first level of governance.  On June 16, 2008, this committee approved moving the Plan to the next level, the ABT Management Team.
ABT External Advisory Committee also met on June 16 for the purpose of providing external, expertise in the review of the Plan and supporting documents.  Consistent with the adopted charter, the five members of this body are experienced in the implementation of enterprise resource planning systems such as ABT and meet to review the ABT program documents and progress for reasonableness and to provide an external perspective to evaluate proposed business process change.  They found ABT well positioned to move out of planning into implementation but noted concern about the large scope of the program and the risk associated with migration to three major systems. 

ABT Management Team reviewed the Plan and supporting documents, the comments of the Operations and Change Management Committee, the External Advisory Committee and the Quality Assurance consultants and met with the Executive Sponsor to form an executive recommendation in advance of the Advisory and Leadership Committee meetings.

ABT Advisory Committee provides focused input from separately elected organizations in advance of the Leadership Committee meetings.  They met on July 18th and supported moving the Plan forward to the Leadership Committee.

ABT Leadership Committee comprised of elected officials from all county agencies met on July 23, 2008, for the purpose of approval of the ABT Plan for transmittal to the County Council.  At this meeting, members expressed concern about the amount of time to implement this large-scale project, the timing of the budget system implementation and the cost of the project.  Their concluding decision was to approve transmittal to the council of these documents with the requested appropriation.  

Executive Recommendation

As County Executive and the ABT Executive Sponsor, I find that we must move forward to implement ABT in a way that is logical, avoids risk and produces achievable benefits at a cost the county can bear.  Based on the recommendations of our key experts on the External Advisory Committee and our Quality Assurance consultants from Pacific Consulting Group, I am recommending a scope, schedule and budget that bring improvements to our financial, human resource (payroll) and budget processes as quickly as I think reasonable for a government the size and complexity of King County while minimizing the risks of an undertaking of this magnitude. 

My recommended approach, based on the expert advice noted above, will implement the core financial and human resource improvements and systems first and then bring on board a countywide budget process and system that uses the data from the financial and human resource systems.  I understand that this approach delays our near term use of a new budget system, but as the Executive Sponsor, I must focus on overall program success and the minimization of the risks of associated with sequencing of activities and system implementation.  I concur with the experts that this schedule reduces program risks by properly sequencing system implementation and gives us a solid approach to implementing ABT as planned and budgeted.

It’s important for large complex projects to look for ways to reduce risk. Parallel implementations of three systems: Finance, HR/Payroll and Budget add risk.   Separating the three and moving the Budget System implementation to occur after Finance and HR/Payroll are implemented clearly reduces project risk. I see this schedule as a prudent one that really makes sense.

Curt Pederson, CIO and Vice Provost

Information Services, Oregon State University

ABT External Advisory Committee Member

As the Executive Sponsor I am committed to focusing on overall program success.  I look forward to continuing to work on ABT in concert with all elected officials.  The highlights of my recommended schedule are as follows:

	Begin PeopleSoft Project
	Nov 2008

	Begin Oracle Project
	Jan 2009

	Complete Budget Business Process Review 
	Jun 2009

	Implement PeopleSoft as HR system of record
	Sep 2009

	Implement Oracle Financials countywide and Migrate

Group 1 of 3 MSA organizations to PeopleSoft
	Jan 2011

	Migrate Group 2 of 3 MSA organizations to PeopleSoft
	Jul 2011

	Migrate Group 3 of 3 MSA organizations to PeopleSoft
	Jan 2012

	Implement Cognos Capital and Operating Budget System
	Apr 2012

	Implement Budget Performance Management and Reporting
	Dec 2012


Conclusion

King County is well-positioned to take the next and final step in instituting ABT.  Employees have been kept apprised throughout the development of ABT, and as we reach the critical implementation phase, the Plan identifies training and materials that will ensure that each and every King County employee both understands the process of transition and is ready to reap the benefits once ABT is in place. 
The External Advisory Committee lauds ABT Program processes and deliverables to date and expresses full confidence in King County’s plan moving forward.  The Committee notes that the Implementation/Migration stage, on which we are ready to embark, follows logically from our work over the past three years, is comprehensive and thoughtful and is supported by cost estimates that are reasonable and sound.  In short, King County is poised to proceed successfully with ABT implementation.  

Thanks to the excellent work of our ABT Program Team, countywide Subject Matter Experts, Governance committees including External Advisory Committee, Quality Assurance consultants and Detailed Implementation Plan and Cost Benefit consultants, we are on solid ground moving forward with ABT.  The go forward decision is now before the council for your thoughtful consideration.  I want to thank you for the role you played in getting us to this critical milestone and look forward to the council’s consideration and approval of the Plan and the associated deliverables in this transmittal.  

If you have any questions, please contact Caroline Whalen, ABT Deputy Program Sponsor, at 206-296-3820, or Manny Ovena, ABT Program Manager, at 206-296-4057.

I certify that funds are available for this supplemental budget request.

Sincerely,

Ron Sims

King County Executive

Enclosures
cc:
King County Councilmembers



ATTN:  Ross Baker, Chief of Staff




  Saroja Reddy, Policy Staff Director




  Anne Noris, Clerk of the Council




  Frank Abe, Communications Director

         Bob Cowan, Director, Office of Management and Budget
David Martinez, Chief Information Officer, Office of Information Resource Management

James J. Buck, County Administrative Officer, Department of Executive Services, (DES)

Caroline Whalen, Deputy Program Sponsor, Accountable Business Transformation  

    (ABT), DES

Manny Ovena, Program Manager, ABT, DES

 Attachment 1:  Metropolitan King County Council actions relating to ABT 

July 2001

Information Technology Governance Process, Chief Information Office Position and Strategic Advisory Council, adopted by Ordinance 14155 by the Metropolitan King County Council.

June 16, 2003

Enterprise Financial, Human Resource and Budget Management: Vision and Goals Statement, adopted by Motion 11729.

October 4, 2004

ABT Program Policies, adopted by Motion 12024.

October 18, 2004

ABT Project Funding, $2,356,015 adopted by Ordinance 15083, Section 114.

September 29, 2006

ABT Project Funding, $3,209,785 (supplemental appropriation), adopted by Ordinance 15595 amending the 2006 Budget Ordinance, Ordinance 15333, sections 20 and 114. 

October 9, 2006

ABT Program Charter, adopted by Motion 12364.

September 24, 2007

High Level Business Plan, Budget System Requirements Document and Updated Cost-Benefit Assumptions for ABT Program, adopted by Motion 12581.

November 19, 2007

ABT Program Funding, $5,427,018, adopted by Ordinance 15975.
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