[image: KClogo_v_b_m2]

Metropolitan King County Council
Budget and Fiscal Management Committee



STAFF REPORT

	Agenda Items:
	6 and 7
	Name:
	Katherine Cortes
Jenny Giambattista

	Proposed No.:
	2015-0416
2015-0509
	Date:
	December 9, 2015



SUBJECT

Proposed Ordinance 2015-0416 would make a supplemental appropriation of $2.6M to the Business Resource Center to support pre-implementation activities (including a proof of concept with Oracle products) for an integrated Business Intelligence Analytics tool. This BI Analytics tool is expected to replace a financial reporting tool (Oracle Discoverer) that will no longer be supported, and to add additional analysis and reporting capabilities across the countywide finance, human resources, and budget systems.

Proposed Motion 2015-0509 would accept the report required pursuant to Ordinance 17941 Section 129, P11 as amended by Ordinance 18110, Section 60 which added a proviso P11. This report is intended to provide information necessary for evaluating the budget request transmitted in PO 2015-0416.

DES BRC Business Resource Center Reporting Project 
	Appropriation Request
	$2,650,578

	Prior Appropriations (Ordinance 18110, enacted September 25, 2015)
	$892,000

	Estimated Future Appropriation Request[footnoteRef:2]  [2:  This is a preliminary estimate. The department will refine this estimate prior to future appropriation requests.] 

	$11 million 

	Total Project Cost
	$15 million  (estimate)

	Fund Source for  prior and current requests 
	BRC fund balance 
(approx. 1/4 General Fund backed)



SUMMARY

PO 2015-0416 is the appropriation request for the second of three phases of a project to replace a financial reporting tool that is going out of support and to implement a new reporting product that will allow King County to conduct advanced analysis and generate reports from the County’s three primary business systems: Oracle EBS, PeopleSoft, and Hyperion.

In approving the first omnibus request for appropriation enacted in September 2015, Council included a proviso on the capital project budget requiring the Executive to transmit a report on the scope of the project and specific expected benefits. The proviso response was transmitted and is PM 2015-0509. The proviso was intended to provide the Council with information needed to evaluate additional appropriation requests for this project. Information from the proviso response was used in the analysis of PO 2015-0416.


BACKGROUND

In 2012, King County implemented the Accountable Business Transformation (ABT) Project to replace the County’s legacy financial, human resource/payroll, and budget systems with a modern system. As the name of the project suggests, the effort was aimed at transforming the way County conducts business, with an integrated enterprise system as the core of that effort. The three components of the system are:
· Oracle E-Business Suite (Oracle EBS) for financial and procurement operations;
· PeopleSoft Human Capital Management (PeopleSoft) for human resources, employee benefits and payroll operations; and 
· Hyperion for budgeting. 

The ABT project as planned was to include an integrated reporting tool that would allow analysis across all three systems. The integrated reporting tool was eliminated from the scope of the project due to schedule and budget issues. As a result, only the EBS system has reporting software, which is called Discoverer. The Discoverer tool will be incompatible with the County’s financial systems as early as 2017 and a direct replacement of Discoverer will not be offered by Oracle.  

Financial services staff throughout King County record financial transactions in Oracle EBS, and then use the reporting tool, Discoverer, to confirm the validity of data entered into EBS and to conduct a wide range of account and fund reconciliations – i.e., to identify errors or inconsistencies needed to establish accurate values at account and fund levels. 

What will happen if Discoverer is not replaced?

Executive staff report with the de-support of Discoverer by Oracle, there is a high risk for the County of standard EBS operational reports ceasing to work from 2017 onwards since Discoverer will not be current with EBS application updates and security provisions. Without the ability to generate reports from Discoverer, executive staff report there would be a significant impact on the county’s internal business operations.  For example, according to the FBOD director, if Discoverer is not replaced, FBOD would be unable to verify completeness and accuracy when creating the Comprehensive Annual Financial Report (CAFR), which is required by state law.  Accounting staff would not be able to run the reports to validate financial statements used to build the CAFR and to provide the documentation and explanations that are necessary for State Auditors as well King County’s public accountants. This could result in audit findings on the CAFR that may adversely impact the county’s bond ratings. The CAFR documentation is relied upon by the rating companies, which heavily influence the interest rate King County must pay. 

In addition, agencies would no longer have reports they rely on for managing their financials and identifying errors and problems. Agencies could see high level financial information with another tool, BI Publisher, but would not be able to see the detailed information that would identify where problems are or identify a variance between actual and budgeted expenditures. 

For these reasons, Council staff concur that the County should replace Discoverer. 

Prior funding 
In the first 2015-2016 omnibus budget supplemental[footnoteRef:3], the Business Resource Center (BRC) requested and Council approved a supplemental appropriation of $892,000 to support preliminary planning activities for implementing a new reporting tool.  This first phase was intended to examine the existing data and determine agency reporting needs.  [3:  Ordinance 18110, enacted September 25, 2015.] 


In approving the first omnibus request for appropriation, Council included a proviso on the capital project budget requiring the Executive to transmit by November 1, 2015 a report on the scope of the project and specific expected benefits. The proviso was intended to provide the Council with information needed to evaluate future anticipated appropriation requests. 

The proviso laid out requirements as follows:
For capital project 1126545, DES BRC Reporting Project, the executive shall transmit a report on the scope of the project and specific expected benefits and a motion accepting that report…. The report shall include, but not be limited to:
A. The scope of the complete BRC reporting project -  what will and will not be included;
B. Benefits of the project and how those benefits will be measured;
C. Whether there will be a Request for Proposals or an alternate approach to procurement and the analysis supporting that decision;
D. Ongoing operational costs and staffing requirements;
E. Preliminary listing of expected reports;
F. Number of expected users by system and department; and
G. Listing of side systems expected to be eliminated and those that will be kept.

The Executive requested an extension to transmit the report by November 20, 2015. The proviso response was received on November 20, 2015 (2015-0509) and information from the proviso was used in the analysis of PO 2015-0416.

ANALYSIS

Proposed Motion 2015-0509: The transmitted report meets the budget proviso requirements in that it provides the information requested by the proviso. The project information in the proviso was used in the analysis of 2015-0146, requesting $2.65 million for the second phase of the BI Analytics project. 

Proposed Ordinance 2015-0416: This appropriation request for $2.65 million is for the second of three phases of an effort to implement an industry standard reporting and analytics tool that can be used for Oracle EBS, PeopleSoft and Hyperion data. According to Executive staff, the project will provide for a user-friendly reporting solution for all three systems and provide for a solution that combines information from all three systems. 

Oracle is not offering a replacement of just Discoverer alone and is instead encouraging customers to purchase an analytic software tool called Oracle Business Intelligence Applications (OBIA) that combines data from across HR, budget and financial systems.[footnoteRef:4] In addition, executive staff assert that large businesses and institutions are moving away from financial-data-only reporting, and toward integrated business intelligence analytics (BI analytics) products like OBIA. According to executive staff’s market assessment, the leading vendors, consultants, and IT workforce supporting business systems are providing or supporting integrated BI analytics products and not offering financial-reporting-only products and services. The OBIA analytics tool pulls data out of the source systems into a separate data “warehouse,” enabling automated integration of data from the three systems. The creation of the data warehouse eliminates the drag or capacity issues on those source systems created by running reports on the data directly.  [4:  The proposed package for purchase also includes Oracle Business Intelligence Enterprise Edition (OBIEE), the user viewing (presentation) component; the package is sometimes referred to as OBIA/OBIEE or the Oracle BI product suite.] 


Executive staff completed a Request for Information (RFI) and determined that the OBIA Oracle solution is the only off-the-shelf reporting solution that will provide for the integration of Oracle’s financial, budget, and HR data.  Thus, the decision was made to pursue the OBIA solution. 

The Benefit Achievement Plan describes the anticipated benefits of the OBIA integrated BI analytics tool including a significant reduction in the manual effort now required to integrate data and better quality information for managers. However, the increased analytical capacity and other benefits come at a substantial financial cost.

Scope of Appropriation Request

A major focus[footnoteRef:5] of the current request is to prepare and improve (data remediation) the data in the county’s financial, budgeting and HR systems in advance of a new reporting tool so that a new OBIA reporting tool can produce reports using accurate data. Additionally, Executive staff assert that the remediation and data governance activities are essential to improve the accuracy and validity of the county’s financial and other enterprise system information, and that they can and should be conducted regardless of the decision on implementation of the reporting solution. [5:  Executive staff report 75 percent of the project budget will be for data remediation and governance activities. ] 


The proposed request will also fund a “proof of concept” of the Oracle BI product suite. There are no licensing, hardware, or Oracle support costs in this proposal because Oracle is offering its support and loaning the County hardware and software for the proof of concept at no charge. Executive staff report the following expectations for the proof of concept:

· Opportunity to try the software without committing to a purchase to determine and validate the fit/gap of the product with King County requirements and expected value/benefits to be delivered from the product.
· Inform the scope, schedule and budget of the implementation phase and help the team provide more accurate estimates.
· Educate and inform the team and business users on ease of use, for example how easily it can be configured; what does it take to create an ad hoc report; what are the steps and effort to create dashboards. 
· Provide hands-on experience for business managers, HRD and FBOD central services staff, BRC and KCIT staff and Agency customers accessing and using their data.

This appropriation request would fund the project from January 1, 2016 through December 31, 2016. Most of the project budget is for contractors hired as FTE equivalents. This planning phase would be funded using existing BRC fund balance. This phase of the project includes a contingency of only 10 percent (the lowest contingency rate) based on the Executive staff’s assessment that this phase of the project has a low level of risk. Executive staff will reevaluate the contingency amount for the next phase of the project prior to submitting a future appropriations request. 

The transmitted project documents estimates the final stage of this project will be $11 million for product selection, acquisition and implementation including training and communication. This estimate is subject to further refinements as the proof of concept is implemented. Funding this project would require new revenues, likely from BRC internal rates. The 2015-16 budgeted rate collection for the BRC is approximately $33 million, with 26 percent charged to General Fund agencies.

Alternatives for replacing Discoverer
While the proposed request is not for the implementation of the Oracle solution, it would put the County on a clear path towards implementation of the Oracle solution. Given the fiscal concerns facing the County, Council staffed asked the BRC staff whether there are less costly alternatives to providing the basic reporting functionality necessary for county business operations once Discoverer is no longer functional. 

Executive staff describe two possible alternatives to the current proposal that would preserve the essential functions (but not all functions currently provided by) Discoverer. These options would not provide HR or budget data reporting, or integration of data from those systems with financial data as is proposed in the budget request. 

The alternatives discussed below do not address the data remediation and business standardization work that is included in the scope of work for the Executive’s proposed solution. Funding the data remediation and business standardization efforts at the level currently proposed would require the alternatives described below to be increased by an additional $1.95 million. 

Estimates for these alternatives are preliminary, based on project team knowledge and information obtained during the current project’s Request for Information (RFI) process in early 2015.

1) Simple Replacement for Discoverer Reporting Tool. According to executive staff, there is one commonly used commercial product – Noetix – available for financial-only reporting out of EBS. This product would organize the data out of EBS. Another product, a “presentation tool” such as Tableau, is required to provide legible reports to the end-user and would need to be purchased separately.

Project staff estimate that the implementation of these two products would take approximately 75 weeks and cost $3.34 million (exclusive of contingency and hardware). Further, they estimate ongoing maintenance and support costs of approximately $754,000 annually.

Project staff emphasize that this solution would have major risks and non-financial costs relative to the executive’s proposed solution, including:
· Limited availability of human resources to support the Noetix product and potential future retirement or de-support, potentially putting the same replacement decision before King County in a few years
· Requires re-development of existing Discoverer reports (most of which are pre-built in the proposed Oracle BI product)
· Many Discoverer reports now used by agencies would not be available 
· Continued difficulty in accessing data and poor response time in running reports

2) Build custom reporting structure with purchased database and presentation components

The second alternative would be to custom-build the reporting structure to meet King County reporting needs out of EBS. This approach would involve purchasing a reporting database (such as Microsoft SQLSERVER or an Oracle product) that would consolidate data from EBS into a separate “warehouse,” and a presentation tool (as in alternative 1 above). This alternative would require hiring developers to build a custom reporting data structure product that integrates with these components. 

Project staff estimate that the implementation of this alternative, would take approximately 146 weeks and cost $6.03 million (exclusive of contingency and hardware). Further, they estimate ongoing maintenance and support costs of nearly $1.5 million annually, which is about $200,000 more than the proposed solution.

As with alternative 1, project staff emphasize that this solution would have major risks and non-financial costs, including:
· Reporting data structure development is specialized (technically complex), expensive, and requires extensive lead time
· Requires re-development of existing Discoverer reports (most of which are pre-built in the proposed Oracle BI product)
· Would require significant effort and lead time to maintain compatibility with EBS and PeopleSoft when they are upgraded
· Eight additional staff for maintenance, as compared to 4 as proposed.

The alternatives, as well as the Executive’s proposal[footnoteRef:6], are summarized below. [6:  While the proposed request is not for the implementation of the Oracle solution, it would put the County on a clear path towards implementation of the Oracle solution. Additionally, all of the business documents and fiscal estimates assume implementation of the Oracle solution. However, according to PSB the Executive has not made decisions about scope, timing, and cost for the next phase of the project.] 


	
	Executive Proposed Solution[footnoteRef:7] [7:  ibid] 

	Alternative 1: Simple Replacement
	Alternative 2: Custom Reporting with Purchased Database
	No Replacement

	Scope
	Industry standard reporting and analytics tool
	Reporting out of EBS financial only
	Reporting out of EBS financial only. (Additional scope could be added but not estimated)
	Agencies would no longer have access to the reports generated by Discoverer. 

	Pros
	Enable reporting across financial, HR and budgeting systems – an expansion in county reporting capabilities, uses off the shelf technology. Better quality data with less manual effort.
	Least up-front cost. Enables replacement of some financial reporting capabilities.
	Potential to expand to integrated reporting with future investments
	Defers investment

	Cons
	Highest up-front cost
	No integrated reporting, only some of current reporting functionality maintained, product is not an industry leader so risk of obsolescence and difficultly finding HR resources
	Technically very complex and risky and will not meet many of the agency reporting needs. Will be difficult to keep synched up with EBS upgrades 
	Many reports are essential to financial operations so resources would be needed to retrieve data out EBS. Significant increase in manual data manipulation. The County will be at risk of not meeting financial reporting requirements. 

	Estimated/Potential Implementation Cost
	$15M
	$3.3 million (plus contingency and hardware)
	$6 million (Plus contingency and hardware)
	Not estimated. 




This appropriation request for $2.65 million is for the second of three phases of an effort to implement an industry standard reporting and analytics tool that can be used for Oracle EBS, PeopleSoft and Hyperion data.

Benefit Achievement Plan. 
King County Code 4A.100.030 requires all technology projects to complete a Benefit Achievement Plan as part of the appropriation request. The purpose of the Benefit Achievement Plan (BAP) is to describe the benefits of a technology project and identify the measures which will be used to assess whether the benefits have been achieved. 

The primary benefit of the BI analytics product is that it will replace a tool that will no longer be compatible with EBS as early as 2017. Additionally, the Benefit Achievement Plan as transmitted identified other benefits of the project such as significant efficiencies by replacing the current manual processes and better quality data that can used to improve business operations. However, the BAP as transmitted did not include clear measures that could be used for assessing whether the benefits have been achieved. Furthermore, the BAP discussed time savings that would be achieved, but did not describe how the saved time would be used.

Subsequent to the transmittal, Council staff have worked with Executive staff to improve the BAP. However, additional work is needed. As discussed below, the Committee may wish to attach a proviso to this item requiring the completion of the Benefit Achievement Plan prior to the transmittal of future appropriation requests. 

Timing of this project
The Executive staff are requesting funding for this project before the end of the year for several reasons. First, it will allow BRC to retain the team of specialized consultants BRC has assembled for this project and thus continue on the current timelines in order for the project to be completed prior to Discoverer becoming incompatible with other business systems. Additionally, by funding the proof of concept by the end of the year, the BRC staff will have the feedback available from agency users at the time the appropriation request for implementation of the project is made by the Executive staff. 

Note: Due to the current approach to drafting supplemental appropriations to amend the budget, this ordinance would require a technical amendment prior to action by the full Council. Further, the ordinance would need to amend the due date of the report in the 2015-16 budget in order for the committee to pass the motion accepting the proviso report.

Staff intends to prepare these amendments only if the committee moves the item to full Council.



Options for Committee Consideration of PO 2015-0416

1) Approve as proposed. 

2) Approve and direct staff to draft a proviso requiring the transmittal of additional information concurrent with the transmittal of the next appropriation request for this project. This information shall include :

a) A revised benefit achievement plan which includes clear measures to assess whether the benefits of the project have been achieved. 
b) A report on user satisfaction with the Oracle product demonstrated during the proof of concept. The report should include responses from all agencies which participated in the demonstration. 
c) A report on the requirements of the final BI Analytics solution, identifying which requirements are included and which are not and the process by which requirements were deemed necessary.
d) A report on business standardization, data remediation, and data governance efforts, identifying the business standardization and data remediation that has occurred and what is remaining to complete. 

3) Do not approve and direct BRC to develop a proposal for Alternative 1 or 2 for Council consideration. The risks and drawbacks associated with Alternatives 1 and 2 are discussed in the above section. Additionally, Executive staff estimates that to develop a proposal for either Alternative 1 or 2 would require approximately three months and approximately $114,000 in staff resources each.

PM 2015-0519

The proviso response meets the intent of the proviso. Note that no funds are restricted pending the approval of this motion, so approval of the motion is not necessary from a budgetary perspective.

ATTACHMENTS

1. Proposed Ordinance 2015-0416 (and CIP attachment)
2. Transmittal Letter
3. Fiscal note
4. Financial plan
5. [bookmark: _GoBack]Proposed Motion 2015-0509 (and its attachment)

INVITED

1. Caroline Whalen, Director, Department of Executive Services
2. Dwight Dively, Director, Office of Performance, Strategy and Budget
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