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22 E. Mifflin St., Ste. 500
Madison, Wisconsin 53703

(608) 266-2818
STATE OF WISCONSIN Fax (608) 267-0410

. . . Leg.Audit.Info@legis.wisconsin.gov
Legislative Audit Bureau

Janice Mueller
State Auditor

April 17, 2007

Senator Jim Sullivan and

Representative Suzanne Jeskewitz, Co-chairpersons
Joint Legislative Audit Committee

State Capitol

Madison, Wisconsin 53702

Dear Senator Sullivan and Representative Jeskewitz:

We have completed a review of information technology (IT) projects that describes and provides
cost and funding information for 184 projects in 28 executive branch agencies. We identified

103 projects that were completed in the past two fiscal years at an estimated cost of $90.6 million,
and 81 projects that were ongoing at the start of fiscal year 2006-07 and are expected to cost
$201.1 million upon completion.

Individual projects with costs of $1.0 million or more represent 92.7 percent of the expected

costs of ongoing projects. These large projects are typically complex and entail a significant risk
of exceeding estimated costs and time lines. We note particular concerns with six ongoing projects
that are expected to cost a total of $122.7 million upon completion and have already experienced
difficulties.

In a detailed review of selected large, high-risk projects, we found evidence of inadequate
planning that increased costs and compromised timeliness. Estimated costs for one project to
customize software for administering the Unemployment Insurance program increased by

$18.7 million, and another project was suspended after $23.6 million had been spent. In addition,
sales and use tax software with a cost of at least $24.9 million is being replaced only five years
after implementation. Two statewide IT consolidation projects have experienced significant
delays and cost overruns. A third, intended to replace approximately 100 types of administrative
software and projected to cost at least $66.6 million upon completion, requires close monitoring.

The Department of Administration (DOA) has broad statutory authority to oversee and coordinate
state IT projects. However, its oversight has been inadequate. We include recommendations

to improve DOA’s collaboration with other agencies in identifying high-risk projects and
establishing planning standards, including quantifiable performance measures. We also include
recommendations to enhance legislative oversight of high-risk IT projects.

We appreciate the courtesy and cooperation extended to us by officials and staff of DOA and
other agencies. DOA’s response follows the appendices.

Respectfully submitted,
Ve i

Janice Mueller
State Auditor
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Report Highlights =

We identified and describe
184 IT projects that state
agencies have recently
begun or completed.

Most problems
occurred in planning for
complex, high-risk projects.

Oversight of high-risk
projects has been
inadequate.

Our report includes
recommendations to
improve project planning,
monitoring, and oversight.

Since the early 1990s, the State of Wisconsin has rapidly expanded
its use of information technology (IT) to collect, store, process, and
report information related to the programs and services it provides
and the management of its operations. State agencies use IT systems
when they establish eligibility for various public benefit programs,
register motor vehicles, issue licenses to drivers and others, collect
fees and payments, and manage administrative functions such as
accounting and budgeting for state operations. We identified 184 IT
projects completed in fiscal year (FY) 2004-05 and FY 2005-06 or
ongoing at the beginning of FY 2006-07. At completion, their costs
are currently expected to total $291.7 million.

Some state agencies have experienced widely reported difficulties in
completing complex and costly IT projects within budget and
according to schedule. To address the resulting concerns of
legislators and the public, and at the direction of the Joint Legislative
Audit Committee, we:

» estimated IT-related expenditures and staffing for
executive branch agencies in FY 2005-06;

* compiled an inventory that describes each of the
184 projects we identified and provides
information on their costs and timeliness;

* identified large, high-risk IT projects and
reviewed the development of 7 of these projects in
some detail; and
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= assessed the Department of Administration’s
(DOA’s) initiatives to consolidate certain IT
infrastructure and software, as well as structures
in place to ensure appropriate oversight by both
DOA and the Legislature.

Inventory

The IT projects we reviewed were undertaken by executive branch
agencies, with their own IT staffs or with the aid of contractors.
Statutes authorize DOA to ensure that these agencies develop and
use clear standards for project development and that they employ
sound project management practices. The legislative and judicial
branches of state government generally operate IT systems
independently from DOA, and statutes largely exempt the
University of Wisconsin (UW) System from its oversight.

Each of the 184 projects in our inventory required at least 1,000 hours
of effort. Many involved the customization or development of
software, including modifying existing programs. The final costs of
103 projects that were completed in FY 2004-05 and FY 2005-06 totaled
$90.6 million. The final costs of 81 projects that were ongoing at the
start of FY 2006-07 are expected to total $201.1 million.

Ten agencies are responsible for more than three-quarters of the
projects in our inventory. With 43 projects, the Department of
Workforce Development (DWD) is responsible for the largest
number of projects and the highest total costs: $88.9 million.

We identified 22 ongoing projects with costs of $1.0 million or more
as large, high-risk projects. The expected final costs of these projects
totaled $186.4 million as of February 2007, as shown in Figure 1.

Figure 1

Ongoing Projects

$186.4
Il Large, High-Risk Million

[ Other

59

$14.7
Million

Number Expected Final Costs
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We noted particular concerns with six ongoing projects that have
experienced difficulties and delays. The combined costs of these
projects are currently estimated to be $122.7 million at completion. A
seventh large, high-risk project—DWD'’s customization of software
for its Enhanced Automated Benefits and Legal Enterprise System
(EnABLES)—was suspended in February 2007, after five years of
effort. Only one of six planned components has been implemented,
at a cost of $23.6 million. DWD is currently re-evaluating the
project’s feasibility.

Review of Selected Projects

Difficulties with agencies’ software customization or development
projects typically involved:

* inadequate planning, including underestimating a
project’s complexity and failing to adequately
define its final functions;

* unanticipated costs; or
* delays in implementation.

For example, DWD did not clearly identify the functions to be
included in the State Unemployment Insurance Tax Enterprise
System (SUITES). That project is currently four years behind
schedule and $18.7 million over budget.

Similarly, a Department of Revenue (DOR) contractor
underestimated the complexity of adapting the sales and use tax
software component of DOR’s Integrated Tax System. Doing so
contributed to significant programming errors, which increased
costs by $5.7 million and compromised the accuracy of sales and use
tax distributions to counties and professional sports districts.

A separate letter report describes DOR'’s efforts to address the sales
and use tax distribution errors we identified in December 2005.
The sales and use tax software, which was implemented in
December 2002, is expected to be replaced in December 2007.

The Department of Transportation (DOT) initially estimated its
Registration and Titling System (RaTS) would cost $9.4 million.
When project plans were significantly revised, it did not adjust this
estimate. Further, DOT and a vendor underestimated the complexity
of the customer database conversion and had problems with service
delivery after the project was implemented.
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Two of three DOA projects that involve statewide consolidation of
IT resources have also been hindered by poor planning. DOA
originally planned to complete a statewide consolidation of server
hardware and software, which is dedicated to managing shared IT
resources, by May 2006. However, as of April 2007, DOA had not
fully consolidated servers for any agency, nor had it revised its
project plan or re-estimated the project’s costs.

Similarly, DOA originally planned to complete statewide e-mail
consolidation in June 2005. However, as of September 2006, only
four agencies were using new e-mail software. Furthermore,
expenditures exceeded the project’s expected five-year costs of
$2.6 million.

Early planning efforts have been effective for DOA’s third
consolidation project. The Integrated Business Information System
(IBIS) is intended to replace approximately 100 types of existing
administrative software. However, because DOA continues to
significantly revise the project’s expected costs and benefits, close
monitoring will be important.

Enhancing Oversight of
Large, High-Risk Projects

DOA has broad responsibility for monitoring and controlling the IT
projects of executive branch agencies. This responsibility includes
establishing performance measurements for evaluating progress.
However, since at least November 2003, DOA’s IT management
efforts have focused on its own troubled e-mail and server
consolidation projects.

As a result, DOA has not adequately collaborated with agencies to
identify and monitor large, high-risk projects. Our report includes
recommendations to assist state agencies and DOA in project
planning and management, and in better identifying and monitoring
large, high-risk projects.

The State’s master lease program has become a significant financing
tool for IT systems. Since its inception, executive branch agencies
have used the program to fund $294.5 million in IT costs. We
include a recommendation for the development of policies and
procedures to guide its use for this purpose. We also identify
options for increasing legislative oversight of large, high-risk
projects, including those within UW System.
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Recommendations

To enhance legislative monitoring, our report includes
recommendations that agencies responsible for the seven large,
high-risk projects we reviewed report to the Joint Legislative Audit
Committee by October 1, 2007, on:

M whether waiting times for Division of Motor Vehicles
services have declined since June 2006 (DOT, p. 34);

M the status of the conversion to new sales and use
tax software (DOR, p. 40);

M detailed plans, including cost information, for
implementing SUITES and maintaining or customizing
EnABLES or other software for administering unemployment
insurance systems (DWD, pp. 46 and 49);

M revised time lines and cost information for the server and
e-mail consolidation projects (DOA, pp. 57 and 62); and

M the status of the IBIS project, including costs to date,
estimated completion, and the status of efforts to
limit software customization (DOA, p. 66).

In addition, we include recommendations for DOA to report to the
Joint Legislative Audit Committee by October 1, 2007, on its
progress in:

M selecting, in collaboration with executive branch
agencies, a prescribed format for agencies” annual
strategic plans for IT and a methodology for
identifying high-risk projects (p. 69);

M establishing, in collaboration with executive branch
agencies and the IT Directors’ Council, planning
standards for large, high-risk projects (p. 71);

M enhancing project monitoring (p. 72); and

M establishing policies for the use and monitoring of the
State’s master lease program to fund IT systems costs (pp. 77-78).

Finally, we include recommendations for the Legislature to:
M consider reactivating the Joint Committee on Information
Policy and Technology and the IT Management Board

(p. 74); and
M consider requiring regular reports from UW System on

its plans, budget, and schedule for implementing new IT
systems for human resources and procurement (p. 81).






Expenditures and Staffing
Projects Reviewed

Introduction =

Government IT systems
include hardware and
software and have
become increasingly
complex.

DOA has oversight
responsibility, but
agencies have
considerable discretion in
planning and executing
IT projects.

Since the wide-scale introduction of personal computers in the
1990s, increasingly complex IT systems have been developed to
automate government services. IT systems include both hardware,
such as mainframe and personal computers and peripheral
equipment, and software that directs computer functions. Systems
software directs basic functions, such as printing documents or
saving electronic files. Applications software directs functions
related to the delivery of services, such as issuing a driver license or
establishing eligibility for government program benefits.

Except during the 2001-03 biennium, when there was a separate
Department of Electronic Government, DOA has been responsible for
ensuring that Wisconsin’s executive branch agencies make effective
and efficient use of the State’s IT assets. Because these agencies
finance many IT costs within their operating budgets, they have
assumed broad discretion in planning and executing individual
projects. The legislative and judicial branches generally operate IT
systems independently from DOA, and the UW System is largely
exempted from DOA oversight under s. 16.971, Wis. Stats.

Chapter 16, subchapter VII, Wis. Stats., provides DOA broad
authority to oversee and coordinate agency IT spending and
activities, including the power to:

* develop procedures for reviewing and approving
IT acquisitions that will ensure timely and cost-
effective purchases of IT goods and services;
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* review and approve those purchases;

* ensure that agencies develop clear standards for
IT systems development and employ good
management practices and cost-benefit
justifications;

» establish, in cooperation with agencies, statewide
policies and procedures for IT administration;

* develop procedures to ensure IT resource
planning and sharing among agencies;

» prescribe standards for data, application, and
business process integration; and

* prepare a biennial strategic plan that details the
use of IT to perform agency functions.

The Division of Enterprise Technology carries out DOA’s IT duties,
and the Division’s administrator is considered the State’s chief
information officer. DOA’s IT functions are primarily funded with
program revenues generated through fees that other state agencies
pay for IT-related services.

Expenditures and Staffing

As shown in Table 1, based on our review of the State’s accounting
records and interviews with agency staff, we estimate that executive
branch agencies spent $274.9 million on IT-related goods and
services in FY 2005-06. More than one-third of these expenditures
were for staff salaries and fringe benefits. In FY 2005-06, executive
branch agencies—as defined under ch. 15, Wis. Stats.—were
authorized 1,535.6 permanent full-time equivalent (FTE) positions
for the delivery of IT services, and agency officials estimate an
additional 80.2 limited-term employment (LTE) staff and 42.3 FTE
project staff also had IT-related duties. Agencies reported that in
FY 2006-07, the number of authorized IT staff was reduced to
1,393.5 FTE positions.
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Table 1
Estimated IT Expenditures in Executive Branch Agencies'
FY 2005-06

Estimated Percentage
Type Expenditures of Total

(in millions)
Salaries and Fringe Benefits $115.0 41.8%
Services 67.8 24.7
Equipment? 57.1 20.8
Off-the-Shelf Software 16.3 5.9
Agencies’ Overhead 13.1 4.8
Facilities 5.6 2.0
Total $274.9 100.0%

1 Excludes the legislative and judicial branches and UW System.

2 Payments for purchased, rented, or leased IT equipment, as well as
equipment maintenance and repair costs.

Payments for IT services, such as consulting or computer
programming, and for the purchase and maintenance of equipment
accounted for 45.5 percent of agencies” FY 2005-06 expenditures.
These payments included $11.9 million under the State’s master
lease program, a capital lease program created under

1991 Wisconsin Act 39 to finance the purchase of property or
services. Since 1996, agencies have routinely used the master lease
program to finance software customization or development projects.

Master lease funding requires formal approval from DOA, which
pays project vendors upon invoice and is reimbursed through
agencies’ operating budgets over periods of three to seven years.
Alternatively, agencies can request additional operating revenue to
fund large IT projects as part of the biennial budget process, or
through other funding requests submitted to the Legislature. Both
the master lease program and funding mechanisms that require
legislative approval are intended to limit agency discretion in
planning and executing large IT projects.
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The costs and time lines
of projects that involve
significant software
customization or
development can be
difficult to control.

We identified

184 projects that were
completed in the past
two fiscal years or that
were ongoing at the start
of FY 2006-07.

Our 2001 report on IT consultants (report 01-6) was prompted by
legislative concerns about the extent and cost of agencies” use of
private-sector consultants. Subsequent concerns about agencies’
difficulties in completing large IT projects within initial cost and
scheduling estimates have served to renew legislative interest in
IT projects and their oversight.

Projects Reviewed

Computer hardware and both systems and off-the-shelf software,
such as word processing programs, are relatively easy to purchase
because they are typically ready for use when sold. In contrast, some
applications software can be complex and costly for state agencies to
acquire because it must either be customized, which involves
additional programming, or developed specifically to meet complex
agency needs that must be accurately defined by program staff and
understood by state and contracted IT staff. The time required to
document these needs and secure financing can span one or more
years, during which available technology may change. Furthermore,
because computer programming is complex and expensive, it can be
difficult to control costs and time lines for projects that involve
significant software customization or development.

Given the large number and variety of IT projects undertaken within
all three branches of state government, it was impractical to identify
and assess all hardware and software purchases. Therefore, we
instead focused our review on:

the 28 state agencies listed in Table 2, which
includes all executive branch agencies as defined
under ch. 15, Wis. Stats., except for UW System,
which is largely exempted from DOA oversight,
and the UW Hospital and Clinics Board, which
operates independently;

» 184 projects that required a minimum of
1,000 hours of work by state or contracted IT staff
and involved significant software customization
or development, including modification of
existing software; and

* DOA'’s oversight of the IT projects included in
our review.
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Table 2

Executive Branch Agencies and IT Projects Reviewed

Number
Agency Abbreviation of Projects
Departments
Administration DOA 18
Agriculture, Trade and Consumer Protection DATCP 4
Commerce Commerce 1
Corrections DOC 7
Employee Trust Funds ETF 1
Financial Institutions DFI 16
Health and Family Services DHFS 10
Justice DOJ 4
Military Affairs Military Affairs 1
Natural Resources DNR 19
Public Instruction DPI 10
Regulation and Licensing DRL 1
Revenue DOR 13
Tourism Tourism 1
Transportation DOT 19
Veterans Affairs DVA 0
Workforce Development DWD 43
Independent Agencies
Educational Communications Board ECB 0
Elections Board Elections Board 2
Ethics Board Ethics Board 0
Higher Educational Aids Board HEAB 0
Historical Society Historical Society 0
Office of Commissioner of Insurance ocCl 8
Public Service Commission PSC 1
State of Wisconsin Investment Board SWIB 5
State Public Defender Board Public Defender 0
Wisconsin Employment Relations Commission WERC 0
Wisconsin Technical College System Board WTCSB 0
Total 184
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Each agency’s projects are named and described in the appendices,
which also provide summary data on funding sources, project costs,
and actual and projected completion dates. Appendix 1 summarizes
103 projects that were completed in FY 2004-05 or FY 2005-06.
Appendix 2 includes similar information for 81 projects that were
ongoing at the start of FY 2006-07. Appendix 3 summarizes the IT
activities of all 28 executive branch agencies during the period we
reviewed, and includes information reported by them on IT
expenditures and authorized staffing. Routine IT projects, such as
purchase of off-the-shelf software or software upgrades that
required no programming, purchases of computer hardware or
systems software, scheduled maintenance of existing software, and
Web page design are not included in this review. We also excluded
telecommunications projects.

It should be noted that we relied on agencies to provide us with
accurate project cost information, which is typically not accounted
for separately in the State’s accounting system. In some cases, cost
estimates were developed from the best available information.
Because many agencies do not have detailed time accounting
records, there were difficulties in estimating staffing costs, which
were not available for all agency projects.

We examined seven large, high-risk projects in some detail. Each of
these projects experienced difficulties related to planning,
unanticipated costs, or delays in implementation. Two have
nevertheless been completed, further work on one was suspended in
February 2007, and four are ongoing.



Project Costs and Funding
Large, High-Risk Projects

Cost and Timeliness Standards
Other Best Practices

Completed and Ongoing Projects =

Agencies reported final
costs of $90.6 million for
completed projects and
projected 3201.1 million
in costs to complete
ongoing projects.

Of the 184 IT projects we reviewed, 103 were completed between
July 1, 2004, and June 30, 2006. The rest were underway at the start
of the current fiscal year. We reviewed costs and funding for these
projects, focusing particularly on high-cost projects, which are
typically complex and therefore entail greater risk of exceeding
projected costs and time lines. We also measured completed projects
against cost and timeliness standards the United States Government
Accountability Office has used for federal IT projects and noted
agencies’ use of best practices for IT project planning and
management that we had identified in a 2001 report.

Project Costs and Funding

The 184 projects we reviewed were begun as recently as April 2006
and as long ago as June 1998. Upon completion, they are expected to
cost a total of $291.7 million. That amount includes final costs of
$90.6 million for 103 projects that were completed in FY 2004-05 or
FY 2005-06, and agency projections of $201.1 million in costs to
complete ongoing projects.

Final costs for completed projects are shown in Table 3. Ongoing
projects have not yet incurred all costs shown in the table. Through
September 2006, agencies had incurred costs totaling $132.2 million
for ongoing projects.

15
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Table 3

Overview of Agency IT Projects

Completed Projects' Ongoing Projects? Agency Totals

Number of Final Number of Projected Number of All
Agency Projects Costs? Projects Costs? Projects Costs’

(in millions) (in millions) (in millions)

DWD 26 $7.2 17 $ 81.7 43 $ 889
DHFS 7 36.9 3 37.1 10 74.0
DOT 14 24.9 5 1.5 19 26.4
Elections Board 0 0.0 2 24.5 2 24.5
DOR 9 11.3 4 10.4 13 21.7
DOC 4 0.6 3 15.1 7 15.7
DOA 8 2.2 10 5.4 18 7.6
DNR 9 0.7 10 6.5 19 7.2
ETF 0 0.0 1 6.4 1 6.4
DPI 4 1.6 6 43 10 5.9
Subtotal 81 85.4 61 192.9 142 278.3
Other Agencies 22 5.2 20 8.2 42 13.4
Total 103 $90.6 81 $201.1 184 $291.7

T Projects completed in FY 2004-05 or FY 2005-06.
2 Projects underway at the start of FY 2006-07.
3 Based on agency estimates through September 2006 for completed projects, and February 2007 for ongoing projects.

As shown in Table 4, projects are funded with both federal and state
revenues. For ongoing projects, agencies estimate that federal
revenues—including federal Unemployment Insurance program
taxes paid by Wisconsin employers and returned to the State—have
funded 58.9 percent of costs, while program revenues and general
purpose revenue (GPR) are each estimated to have funded
significantly less. Completed projects were more equally funded
from these three sources.
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Table 4

Funding Sources for Agency IT Projects

Completed Projects'

Ongoing Projects?

Final Incurred
Costs? Percentage Costs? Percentage
(in millions) (in millions)

Federal Revenues $32.5 35.9% $ 779 58.9%
Segregated Revenues 27.1 29.9 25.7 19.4
GPR 233 25.7 18.3 13.9
Program Revenues 7.7 8.5 10.3 7.8
Total $90.6 100.0% $132.2 100.0%

! Projects completed in FY 2004-05 or FY 2005-06.
2 Projects underway at the start of FY 2006-07.
3 Through September 2006. Agencies project final costs of $201.1 million upon completion.

We categorized projects
with costs of 51.0 million
or more as large,
high-risk projects.

Large, High-Risk Projects

DWD is responsible for both the largest number of projects—43, or
nearly one-quarter of those in our inventory—and the highest
project costs—$88.9 million, or nearly one-third of the total shown in
Table 3. DWD'’s costs were incurred primarily for two projects to
support the Unemployment Insurance program. Work on one of
these projects, the Enhanced Automated Benefits and Legal
Enterprise System (EnABLES), was suspended in February 2007
after $23.6 million in costs had been incurred. DWD is currently
re-evaluating that project’s feasibility. The Elections Board and the
Department of Employee Trust Funds (ETF) have a relatively small
number of projects, but each is large and represents significant costs.

High-cost projects are generally complex, and therefore entail
greater risk of exceeding their projected costs and time lines. As
shown in Table 5, 13 completed projects and 22 that were ongoing at
the start of FY 2006-07 had final or projected costs of $1.0 million or
more. Section 13.58(5)(b), Wis. Stats., provides for legislative
monitoring of such IT projects, and we used that amount as a
benchmark for large, high-risk projects.
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Table 5

Agency IT Projects Classified by Final or Projected Costs

Completed Ongoing All Percentage
Cost Projects’ Projects? Projects of Total
$250,000 or less 63 36 99 53.8%
$250,001 to $500,000 16 11 27 14.7
$500,001 to $999,999 11 12 23 12.5
$1.0 million or more 13 22 35 19.0
Total 103 81 184 100.0%

T Based on agency estimates of final costs for projects completed in FY 2004-05 or FY 2005-06.
2 Based on projected costs as of February 2007 for projects underway at the start of FY 2006-07.

Large, high-risk
projects accounted for
77.5 percent of all
completed project costs.

Some aspects of every complex IT project are unique to each
agency’s function. However, a number of characteristics are
common to agencies’ difficulties in developing large, high-risk
projects. For example, state IT projects must incorporate the ability
to respond quickly and efficiently to changes in both law and policy,
such as those governing voter registration and applications for
various licenses or identification cards. Agencies may also receive
and process data from many sources, including some whose
supporting technology differs from that of the project or is no longer
familiar to programmers. In addition, balancing ease of access with
data security is a particular concern when projects aim to automate
government services to the public, such as certain benefit programs
or functions such as tax and fee collections, which require
individuals to provide a social security number or other personal
information. Finally, advancements in available technology
supporting state agency systems may be made during the course of
project development, necessitating project budget and time line
modifications.

As shown in Table 6, the 13 large, high-risk projects completed in
FY 2004-05 or FY 2005-06 represented only 12.6 percent of all
completed projects, but they accounted for 77.5 percent of all costs.
The final cost of each completed large, high-risk project is shown in
Table 7. Project numbers can be used to locate descriptions in
Appendix 1.
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Table 6

Large, High-Risk Projects Completed in FY 2004-05 or FY 2005-06

Final Percentage
Project Costs Number Percentage Costs' of Total
(in millions)

$1.0 million or more 13 12.6% $70.2 77.5%
Less than $1.0 million 90 87.4 20.4 22.5
Total 103 100.0% $90.6 100.0%

! Based on agency estimates.

Table 7

Final Costs of Completed Large, High-Risk Projects

Project Final
Number!  Description Agency Costs?
(in millions)
33 Wisconsin Statewide Automated Child Welfare DHFS $24.0
Information System (WiSACWIS), Final Phase
69 Registration and Titling System (RaTS) DOT 18.8
31 Web-Based CARES Enhancement DHFS 6.7
55 Corporate Income and Franchise Tax System DOR 5.9
58 Excise Tax Reporting and Auditing System DOR 2.7
30 Web-Based CARES, Version 2.0 DHFS 2.4
60 Highway Patrol Arrest Redesign, Release 2 DOT 1.8
88 Child Support Certification System DWD 1.6
32 WIC Administration Software DHFS 1.5
9 Licensing and Regulation System DATCP 1.4
99 Investment Data System SWIB 1.2
35 Criminal Document Archive Imaging System DOJ 1.1
63 Driver License and ID Card Issuance, Release 2 DOT 1.1
Total $70.2

T Corresponds with project identification numbers included in Appendix 1.
2 Based on agency estimates.
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Large, high-risk projects
account for 92.7 percent
of projected costs for
ongoing projects.

Similarly, as shown in Table 8, 22 large, high-risk projects
represented only 27.2 percent of ongoing projects at the start of the
current fiscal year, but as of February 2007 they accounted for

92.7 percent of the costs that ongoing projects are expected to incur
by the time they are completed. As noted, agencies” methods for
accounting for and projecting costs are not uniform. Projected costs
for each project are shown in Table 9. Project numbers can be used
to locate descriptions in Appendix 2.

Table 8

Large, High-Risk Projects Ongoing at the Start of FY 2006-07

Projected Percentage
Project Costs Number Percentage Costs of Total
(in millions)’
$1.0 million or more 22 27.2% $186.4 92.7%
Less than $1.0 million 59 72.8 14.7 7.3
Total 81 100.0% $201.1 100.0%

T Based on agency estimates as of February 2007.

Cost projections have
increased for two
ongoing large,
high-risk projects.

One of the large, high-risk projects shown in Table 9, DOR’s

$6.5 million Income and Fiduciary Tax Software project, was
completed on time and within budget in November 2006. However,
as shown in Table 10, cost projections for two of what are now the
six largest ongoing projects have increased. Legislators and others
have expressed concern that final costs for these and other ongoing
projects may considerably exceed projections or that, like DWD’s
$23.6 million EnABLES project, some costly ongoing projects may
fall far short of expectations.
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Table 9

Projected Costs of Ongoing Large, High-Risk Projects

Project Projected
Number!  Description Agency Costs?

(in millions)

66 SUITES DWD $46.4
22 Medicaid Management Information System (MMIS) DHFS 323
59 EnABLES? DWD 23.6
72 Statewide Voter Registration System Elections Board 22.7
14 Integrated Corrections System, Phase 1a DOC 9.0
47 Income and Fiduciary Tax Software* DOR 6.5
16 Annuity Payment System ETF 6.4
15 Integrated Corrections System, Phase 2 DOC 5.9
25 Law Enforcement Records Management Software DOJ 3.8
10 Justice Information Sharing Software DOA 3.6
37 Student Data Management and Analysis System DPI 3.0
46 Integrated Property Assessment System, Phase 1 DOR 29
27 Air Permitting System DNR 2.7
54 Consolidated Case Management System DWD 2.7
24 Disease Surveillance System DHFS 2.6
61 Child Support Health Insurance Data Software DWD 2.4
36 Forestry Inventory System DNR 23
23 Vital Records Information System DHFS 2.2
71 Campaign Finance Information System Elections Board 1.8
62 Integrated Rehabilitation System 2 DWD 1.3
70 Document Management and Imaging System DWD 1.2
75 Fund Management Software ocl 1.1

Total $186.4

Corresponds with project identification numbers included in Appendix 2.
Based on agency estimates as of February 2007.

Suspended in February 2007.

Completed in November 2006.
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Table 10

Changes in Cost Projections for Large, High-Risk Projects
Ongoing at the Start of FY 2006-07'

Cost Projections Difference
Project
Number? Description Agency Initial Revised? Amount Percentage
(in millions) (in millions) (in millions)
66 SUITES DWD $ 277 $ 46.4 $18.7 67.5%
22 MMIS DHFS 323 323 0.0 0.0
72 Statewide Voter Registration System Elections 22.7 22.7 0.0 0.0
Board

14 Integrated Corrections System, Phase 1a DOC 9.0 9.0 0.0 0.0
16 Annuity Payment System ETF 6.0 6.4 0.4 6.7
15 Integrated Corrections System, Phase 2 DOC 5.9 5.9 0.0 0.0

Total $103.6 $122.7 $19.1 18.4%

" Includes the six largest ongoing projects as of February 2007.
2 Corresponds to project numbers include in Appendix 2.
3 As of February 2007, when cost projections had not yet been revised for four of the six projects.

Costs are likely to increase when projects require more effort than
anticipated. As shown in Table 11, we found:

SUITES, which is DWD’s project to develop
software used in administering the
Unemployment Insurance program, is expected
to require four years’ more effort than initially
projected.

The Annuity Payment System, which is the first
phase in creating the Department of Employee
Trust Funds’ (ETF’s) Benefit Payment System,
is estimated to require 16 months” more effort
than initially projected. ETF re-evaluated its
approach to developing software for the Benefit
Payment System after canceling two contracts
in January 2004 and spending a reported

$3.9 million.

The Medicaid Management Information System
project of DHEFS is expected to require 10 months’
more effort than initially projected.
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* The Statewide Voter Registration System that was
required, by federal law, to be implemented by
January 2006 has been delayed for at least two
additional years. That project is the responsibility
of the Elections Board, which contracted for its
development.

* Phase la of the Integrated Corrections System of
DOC has been delayed for just over one year, and
this delay is likely to affect completion of the
second phase, which nevertheless remains
scheduled by the agency for completion next year.

Table 11

Time Lines for Large, High-Risk Projects Ongoing at the Start of FY 2006-07

Projected Completion Dates

Project Start Initial As of
Number!  Description Agency Date Date February 2007
66 SUITES DWD 06/1998 02/2004 03/2008
16 Annuity Payment System ETF 02/2005 01/2006 05/2007
22 MMIS DHFS 01/2005 05/2007 03/2008
72 Statewide Voter Registration System Elections Board 04/2004 01/2006 02/2008
14 Integrated Corrections System, DOC 10/2003 06/2006 07/2007

Phase 1a
15 Integrated Corrections System, Phase 2  DOC 10/2003 05/2008 05/2008

' Corresponds to project numbers included in Appendix 2.

Cost and Timeliness Standards

Despite its statutory authority, DOA has not established
benchmarks for evaluating either the cost-effectiveness or the
timeliness of the IT projects for which it has oversight and
monitoring authority. As a result, agencies do not have a
standardized methodology for preparing an initial, detailed project
cost estimate that could be used to determine whether the project is
proceeding within a reasonable budget and if not, whether project
plan changes should occur. In the absence of a standardized
methodology, the reliability and reasonableness of agencies’ initial
cost estimates often vary widely based on the amount of specific
project information available when the estimate was derived.
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We applied federal cost
and timeliness standards
to the completed large,
high-risk projects
included in our inventory.

Only 6 of 13 completed
large, high-risk
projects were within
110.0 percent of initial
cost projections.

Given the lack of a state standard, we applied a standard developed
by the federal Office of Management and Budget, and used by the
United States Government Accountability Office to review federal IT
projects, to the 13 large, high-risk IT projects completed by
Wisconsin’s executive branch agencies in FY 2004-05 or FY 2005-06.
Under these standards, a project’s final cost and completion date
should be within 110.0 percent of initial projections.

As shown in Table 12, six large, high-risk projects did not exceed
initial cost projections by more than 10.0 percent. Those that did,
exceeded their budgets by a total of $14.0 million, or 61.4 percent. It
should be noted, however, that we could not verify actual cost
overruns for RaTS, DOT’s registration and titling system, because an
initial cost estimate was not revised when DOT changed the project
plan significantly. DOT’s Highway Patrol Arrest Redesign project is
classified as not meeting the standard because costs were never
projected.

We noted that on small projects, time delays often result from shifts
in agency priorities and staffing resources, and do not necessarily
result in increased costs. However, for large projects, delays can
occur as agencies respond to frequent changes in technology or
changes to the laws that govern state programs. Factors such as poor
planning or the need to correct programming errors also increase
project costs.

Of the 13 completed large, high-risk projects shown in Table 13,

8 met the timeliness standard because their completion dates were
within 110.0 percent of initial projections. A significant reason that
the remaining five projects were not completed in a timely manner
is that agencies underestimated the complexity of new technologies
and business requirements. For example, DOT’s RaTS project was
delayed because modifying an existing customer record database
proved to be more complex than anticipated, and additional time
was needed to complete the work. In contrast, an expansion of scope
delayed DOR’s Excise Tax Reporting and Auditing System project.
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Changes in Cost Projections for Large, High-Risk Projects
Completed in FY 2004-05 or FY 2005-06'

Table 12

Costs Difference
Project
Number? Description Agency Projected Final Amount Percentage
(in millions) (in millions) (in millions)
Met Cost Standard?®
9 Licensing and Regulation System DATCP $13 $14 $ 0.1 7.7%
33 WiSACWIS, Final Phase DHFS 22.6 24.0 1.4 6.2
929 Investment Data System SWIB 1.2 1.2 0 0.0
35 Criminal Document Archive Imaging System DOJ 1.1 1.1 0 0.0
32 WIC Administration Software DHEFS 1.7 1.5 0.2) (11.8)
30 Web-Based CARES, Version 2.0 DHFS 2.8 2.4 0.4) (14.3)
Subtotal 30.7 31.6 0.9 2.9
Did Not Meet Cost Standard?
69 RaTS* DOT 9.4 18.8 9.4 100.0
88 Child Support Certification System DWD 0.9 1.6 0.7 77.8
31 Web-Based CARES Enhancement DHFS 4.5 6.7 2.2 48.9
58 Excise Tax Reporting and Auditing System DOR 1.9 2.7 0.8 42.1
55 Corporate Income and Franchise Tax System DOR 5.1 5.9 0.8 15.7
63 Driver License and ID Card DOT 1.0 1.1 0.1 10.1
Issuance, Release 2
60 Highway Patrol Arrest Redesign, Release 2 DOT Not - - -
Reported
Subtotal 22.8 36.8 14.0 61.4
Total $53.5 $68.4 $14.9 27.9

T Based on agency estimates.

2 Corresponds with project identification numbers included in Appendix 1.

3 Standard developed by the federal Office of Management and Budget and used by the United States Government Accountability Office

that requires a project’s final cost and completion date to be within 110.0 percent of initial projections.

4 DOT did not revise its project cost estimate when it significantly changed the project plan.
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Table 13

Timeliness of Large, High-Risk Projects
Completed in FY 2004-05 or FY 2005-06

Estimated Actual
Project Completion Completion
Number!  Description Agency Date Date
Met Timeliness Standard?
33 WIiSACWIS, Final Phase DHFS 07/2004 07/2004
31 Web-Based CARES Enhancement DHFS 11/2005 12/2005
30 Web-Based CARES, Version 2.0 DHFS 06/2006 06/2006
88 Child Support Certification System DWD 11/2004 11/2004
63 Driver License and ID Card Issuance, Release 2 DOT 01/2006 01/2006
55 Corporate Income and Franchise Tax System DOR 12/2005 12/2005
32 WIC Administration Software DHFS 10/2005 10/2005
9 Licensing and Regulation System DATCP 12/2005 09/2005
Did Not Meet Timeliness Standard?
69 RaTS DOT 10/2003 12/2004
58 Excise Tax Reporting and Auditing System DOR 06/2003 11/2004
60 Highway Patrol Arrest Redesign, Release 2 DOT 10/2005 03/2006
99 Investment Data System SWIB 12/2005 06/2006
35 Criminal Document Archive Imaging System DOJ 10/2004 03/2005

! Corresponds with project identification numbers included in Appendix 1.
2 Standard developed by the federal Office of Management and Budget and used by the United States Government
Accountability Office that requires a project’s final cost and completion date to be within 110.0 percent of initial projections.

Other Best Practices

Our 2001 report on state agencies’ use of computer consultants
(report 01-6) identified a number of best practices for IT project
planning and management, such as involving end-users in defining
project requirements and including performance incentives and
penalties in vendor contracts.

While we did not systematically evaluate end-user involvement in
project planning, we noted that agencies had involved end-users in
planning for a number of completed projects. For example, for
DOT’s Highway Patrol Arrest Redesign project, business program
experts worked with IT staff to define project requirements,
approved a system prototype before programming began, tested the
system before it was implemented, and trained other program staff.



None of 19 contracts for
completed projects
included incentives, but
9 included penalties.
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Agencies have also involved the public in developing some public-
access software that supports social services, allows on-line payment
of taxes or fees, or provides agency or program information. For
example, DHFS conducted 15 focus groups with low-income
Wisconsin residents, 12 focus groups with service providers, and

12 focus groups with local agency representatives as part of its
efforts to develop software for public assistance programs, and it
encouraged feedback on software design from these groups.

Payments based on performance are another best practice for IT
management. We reviewed 19 IT vendor contracts to determine the
extent to which agencies included penalties to discourage
inadequate contractor performance or incentives to motivate
contractors to meet specific benchmarks. The Federal Acquisition
Regulation manual, which includes purchasing policies for federal
executive branch agencies, defines three types of contract incentives:

* cost incentives, which are paid if the contractor
maintains the project’s budget within a specified
range;

= delivery incentives, which are paid if the
contractor maintains the project’s schedule within
a specified range; and

» performance incentives, which are bonus
payments that are often linked to the technical
performance of an IT system.

None of the 19 contracts we reviewed included incentives. Nine of
the contracts included penalties, although they were rarely used.
For example:

= DHEFS included a penalty in a contract for software
development that would have assessed a fee of $3,000
for each day a particular milestone was not reached;

»= DHEFS also included a penalty in a contract for software
customization that would have assessed a daily fee of
$500 if the contractor missed a project milestone;

* DOA required a contractor to provide unpaid
support if the developed software did not perform
adequately when completed; and

* DPIlincluded a liquidated damages clause in
contracts for two separate software development
projects that would have resulted in a daily charge
of four times the total hourly rate if the projects
were not completed on time, which would have
been imposed until the projects were successfully
completed.
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The penalty in one contract was imposed when DOA required the
contractor on a software development project for giving district
attorneys electronic access to offender information to complete
tive months of follow-up work for the project at no cost to DOA.

In addition to incentives and penalties, contracts may include
holdback provisions, which typically allow an agency to withhold a
portion of the contracted amount until it determines the contractor
has met all requirements. Of the 19 contracts for completed projects,
4 included holdback provisions. For example:

* DHFS withheld 10.0 percent of the contracted
amount until the final phase of WiSACWIS was
completed to the agency’s satisfaction;

* DPI withheld 5.0 percent of the contracted
amount on two projects—the Wisconsin Student
Locator System and the Individual Student
Enrollment System—until the projects were
completed to the agency’s satisfaction; and

* a State of Wisconsin Investment Board contract
provided that SWIB would withhold 10.0 percent
of quarterly payments for its investment data
system project if milestones were not reached
on time.

DHEFS and DPI paid the withheld amounts at the end of the projects,
while SWIB reported that on at least one occasion, 10.0 percent of its
quarterly payments to the contractor were withheld because a
milestone was not reached on time.



Registration and Titling System
Sales and Use Tax Software
Unemployment Insurance Systems
Statewide DOA Initiatives

Reviews of Selected IT Projects =

We conducted detailed reviews of seven large, high-risk projects:

DOT’s development of RaTS, a registration
and titling system that was completed in
December 2004 as part of the agency’s broader
redesign of the Division of Motor Vehicles’

IT systems;

DOR’s customization of sales and use tax
software, which was completed in December 2002
as part of the agency’s broader development of its
Integrated Tax System;

DWD’s ongoing development of SUITES software
for use in collecting required wage information
and unemployment insurance tax contributions
from employers;

DWD'’s customization of EnABLES software to
generate benefit payments for temporarily
unemployed workers, which is being re-evaluated
following the suspension of further work in
February 2007; and

three statewide DOA projects—server
consolidation, e-mail consolidation, and IBIS—
that were included in an initiative by the
Governor to reduce the State’s costs for IT
staffing, hardware, and software.

29
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DOT'’s RaTS$ project
replaced 30-year-old
software used for
vehicle registration
and titling services.

For all seven projects, increased costs and compromised time lines
have been a concern.

Registration and Titling System

DOT’s Division of Motor Vehicles provides services such as vehicle
registration and titling, driver examination and licensing,
automobile dealer regulation and licensing, and services to motor
carrier operators and commercial driving schools. Its IT systems
have historically been organized according to whether they support
vehicle services or driver services. In 1987, when it began planning a
redesign of dated IT systems used for these purposes, DOT
considered four options:

* developing software in a joint effort with other
states;

* contracting with a vendor to develop software,
with assistance from DOT staff;

* developing software internally, with assistance
from contracted staff; and

* customizing commercially available software.

After determining that both commercially available software and a
joint effort with other states would require extensive customization
before they could be implemented, and that having a vendor take
the lead in software development would be too costly, DOT
proceeded by developing software internally, with assistance from
contractors. Division of Motor Vehicles staff were included in
system planning, development, and testing.

The broader redesign of the Division of Motor Vehicles’ IT systems
was divided into two parts. The first part focused on driver services.
It has been largely completed and was not a focus of our review. The
second part, the Registration and Titling System (RaTS), focused on
vehicle services. It was completed in December 2004 and replaced
30-year-old software. DOT officials believe it will:

* improve the agency’s efficiency in responding to
changes in state and federal law that affect motor
vehicle programs;

* improve customer service and records
management by allowing driver and vehicle
records to be associated, rather than organized
separately; and



RaTSs implementation
was delayed, and costs
and customer waiting
times increased.
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= reduce software maintenance costs, because the
technology adopted is understood by a large
number of programmers.

While implementation of RaTS was initially scheduled for

October 2003, it was delayed by more than one year, as shown in
Table 14. In addition, while available projections estimated software
development for vehicle services would cost approximately

$9.4 million, DOT spent at least twice that amount on RaTS. Costs
increased after DOT determined that its initial project plan would
not fully meet its needs, and some software functions that had been
planned for later phases of the project—such as verification of title
information using the Internet and automating the collection of
unpaid parking citations or forfeitures by law enforcement agencies
and the courts—were moved forward under a revised project plan.

Table 14

RaTS Time Line

Date DOT Action
May 2001 Began project planning; planned project completion for October 2003
June 2002 Finalized agreement with a software firm, Miosoft, to complete a critical conversion of DMV’s

customer database by October 2003

October 2003 Extended project time line to January 2004

November 2003 Extended project time line to June 2004

February 2004 Extended project time line to October 2004

March 2004 Amended Miosoft agreement extending database conversion to October 2004
August 2004 Extended project time line to November 2004

November 2004 Extended project time line to December 2004

December 2004 Implemented RaT$S

As shown in Table 15, since RaTS was implemented in

December 2004, the average waiting times for Division of Motor
Vehicle services—including registration and titling services
delivered both at customer service centers and by standard mail—
have increased considerably.
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Table 15

Average Waiting Times for Division of Motor Vehicles Services

Minutes to Serve Days to
80 Percent of Process and Mail
Customers at 90 Percent of
Quarter DMV Service Centers Mail-In Titles
January through March 2004 28 27
April through June 2004 33 32
July through September 2004 30 37
October through December 2004 32 21
RaTS Implementation
January through March 2005 45 64
April through June 2005 50 63
July through September 2005 47 81
October through December 2005 38 74
January through March 2006 38 63
April through June 2006 48 39

DOT attributes some delays in mail-in title service delivery to
staffing reductions, and some increases in service center waiting
times to changes in federal driver licensing requirements and
increased residency fraud prevention. Nevertheless, by
underestimating the complexity of the RaTS project, both DOT staff
who were responsible for its planning, development, and
implementation and some contractors also contributed to service
problems. For example, DOT and Miosoft, Inc., a Madison software
firm responsible for consolidating customer files, underestimated
the complexity of their respective tasks: DOT’s update of the
technology supporting 8.0 million electronic Division of Motor
Vehicle customer records, and Miosoft’s consolidation of these
records by customer name.

As a result of difficulties with these and other technical tasks, a
limited number of customer records either were not consolidated or
were inaccurate from December 2004 through January 2005. That, in
turn, affected the efforts of DOT staff who rely on system data to
determine whether vehicle registrations had been suspended or
revoked. Furthermore, the identification of programming
inaccuracies was delayed because DOT’s specialized testing
equipment was being used for other purposes. As a result, software
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problems and instability noted during final testing were not fully
resolved before implementation.

Finally, both an internal review by DOT and our interviews indicate
that training was inadequate for the DOT staff who use RaTS. Users
indicated to us that other workload pressures prevented them from
taking full advantage of the training offered before implementation,
and in April 2006, DOT found that staff were generally not satisfied
with their RaTS proficiency or with DOT’s training, support, or
communication of RaTS updates.

Table 16 summarizes DOT’s reported RaTS expenditures, which
were fully funded with segregated revenues, including $9.6 million
for salaries and fringe benefits for state staff working on the project
and the cost of providing computer resources for contracted staff,
and $9.3 million for software development consultants, including
$4.1 million paid to Canam Software Labs, Inc., the primary vendor
providing programming services for the RaTS project.

Table 16

RaTS Expenditures

Percentage

Amount of Total
Internal Costs
DOT IT Staffing Costs’ $ 6,125,400 32.5%
Computer Resources for Contracted Staff 3,455,000 18.3
Subtotal 9,580,400 50.8
Contractor Costs
Canam Software Labs, Inc. 4,136,400 21.9
Active Development Group, Inc. 980,800 5.2
Everware, Inc. 663,700 35
Miosoft Corp. 500,000 2.7
Contracts with Other Firms? 2,987,800 15.9
Subtotal 9,268,700 49.2
Total $18,849,100 100.0%

T Excludes staffing costs for IT supervisors and Division of Motor Vehicles staff, which were
not accounted for separately by DOT.
2 Includes 14 firms that each received less than $500,000 for RaTS development work.
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Sales and use tax
software is one
component of DOR’s
Integrated Tax System.

We note that these reported costs do not include any portion of the
$4.3 million or more in costs that DOT incurred from 1998 through
2001 in support of the broader redesign of Division of Motor
Vehicles IT systems, including the software that supports driver
services. DOT did not assign a specific portion of those costs to RaTS
development and did not specifically account for staffing costs
related to IT supervisors” work on the RaTS project or the efforts of
Division of Motor Vehicles staff who assisted in various phases of
development.

It should be noted that some increases in RaTS development costs
occurred because DOT was required to expand the system’s
functions to accommodate numerous changes in law that

were enacted during the course of software development. For
example, system modifications were required as a result of

2003 Wisconsin Act 71, which authorized a specialized license plate
for Purple Heart recipients, and again after 2003 Wisconsin Act 220
revised the period during which initial vehicle emission tests are
performed.

DOT believes that the most serious RaTS implementation issues
have been resolved, and it found in an April 2006 internal survey
that staff are generally satisfied with the system. DOT also indicated
the waiting times at its service centers are declining, although
whether they have returned to previous levels has not been
documented.

¥ Recommendation

We recommend the Department of Transportation report to the Joint
Legislative Audit Committee by October 1, 2007, on whether customer
waiting times for Division of Motor Vehicles services have declined since
June 2006.

Sales and Use Tax Software

In December 2002, DOR implemented sales and use tax software as
one component of its Integrated Tax System, which is intended to
replace 30 tax and revenue systems developed beginning in the
1960s. The Integrated Tax System is expected to coordinate the
administration, collection, and distribution processes for more than
30 different types of taxes.

DOR chose to develop the Integrated Tax System—including sales
and use tax software—to improve its ability to respond to changes in
tax law, which is subject to frequent modification. In the past, DOR
had difficulty updating some software, which was decades old.



DOR’s sales and use tax
software was adapted
and customized

by a vendor.
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DOR also expected the system to help staff better coordinate their
tax collection efforts, and thereby increase tax revenues. Finally,
DOR expected that the system would allow it to more efficiently
process and store tax data, resulting in improved services for
taxpayers and taxing districts.

DOR collects most sales and use taxes from businesses, although
some are paid directly by individuals who report certain out-of-
state, Internet, and catalogue purchases on their income tax returns.
DOR'’s sales and use tax software processes data and generates
monthly distributions of sales and use tax revenues to counties and
other taxing districts.

As a result of a 1997 request for proposals, DOR purchased sales and
use tax software from American Management Systems (AMS), Inc.,
an IT consulting firm later acquired by CGI Group, Inc., and
renamed CGI-AMS. Because CGI-AMS had originally developed
similar software for the Kansas Department of Revenue, DOR’s
initial contract with CGI-AMS required the vendor to customize the
software for use in Wisconsin. The contract also required CGI-AMS
to adapt its software for use with DOR’s systems software. DOR
contracted with an independent IT consultant to prepare and
monitor technical requirements for the project and assigned a full-
time DOR project manager to work with CGI-AMS.

As shown in Table 17, DOR spent at least $24.9 million to develop its
sales and use tax software. Of this amount, $18.6 million, or

74.7 percent, was funded with GPR, while the remainder was
funded with program revenues generated from administrative fees
DOR charges to taxing districts.

Table 17

Funding for Sales and Use Tax Software!
Through September 2006

Percentage
Source Amount of Total
(in millions)
GPR $18.6 74.7%
Program Revenues 6.3 253
Total $24.9 100.0%

! Excludes salary and fringe benefit costs for DOR staff.
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When it completed detailed project planning for sales and use tax
software development in November 2001, DOR estimated the
software would be implemented in October 2002 at a cost of

$19.2 million, excluding DOR staffing costs. However,
implementation was delayed until December 2002 because
additional time was needed to adapt and customize the software. In
February 2007, as a result of concerns about the software, DOR
amended an existing contract with a different vendor to replace it by
December 2007. The project time line is summarized in Table 18.

Table 18

Sales and Use Tax Software Time Line

Date DOR Action
April 2000 Used a 1997 request for proposals to contract for sales and use tax software development
June 2000 Contracted with CGI-AMS for purchase and customization of software
June 2001 CGI-AMS released a key subcontractor for performance failure
November 2001 Modified CGI-AMS contract to allow for additional customization;
planned project completion for October 2002, at a cost of $19.2 million
December 2002 Implemented software
October 2003 Entered an additional contract with CGI-AMS to resolve software problems
June 2004 Entered an additional contract with CGI-AMS to resolve software problems
November 2005 Entered a no-cost contract with CGI-AMS to resolve software problems
October 2006 Reported final resolution of software problems to the Joint Legislative Audit Committee
February 2007 Amended an existing contract with a different vendor to replace its sales and use tax

software by December 2007 at an estimated cost of $3.3 million

As shown in Table 19, of the $24.9 million DOR spent on sales and
use tax software development, $23.1 million, or 92.7 percent, was
paid to CGI-AMS. The remainder was paid primarily to other
contractors for assistance in converting data to a format that would
be compatible with the sales and use tax software.
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Table 19

Sales and Use Tax Software Expenditures

Through September 2006

Percentage

Amount of Total
Contractor Costs
CGI-AMS $23,104,900 92.7%
Other Contractors? 1,785,900 7.2
Subtotal 24,890,800 99.9
Internal Costs?
Equipment Maintenance 38,800 <0.1
Other Project Costs 3,000 <0.1
Equipment Purchases 1,200 <0.1
Subtotal 43,000 0.1
Total $24,933,800 100.0%

T Includes costs DOR incurred for resolving software problems after the December 2002
implementation of its sales and use tax software.

2 Primarily for assistance with data conversion supporting sales and use tax software.

3 Excludes salary and fringe benefit costs for DOR staff.

DOR’s reported sales and
use tax software
expenditures have been
understated.

Programming errors

were discovered after
implementation of the sales
and use tax software.

We note that the $24.9 million DOR reported spending for sales and
use tax software implementation understates its project costs. For
example, DOR spent at least $10.7 million for salaries, fringe
benefits, and overhead costs associated with DOR staff who worked
on the project. In addition, a portion of $10.0 million that DOR spent
from FY 1997-98 through September 2006 for Integrated Tax System
planning efforts, equipment, and administrative costs benefited
sales and use tax software development. However, DOR did not
account for these costs in a way that allowed a specific amount to be
assigned to each project. Finally, we note that reported expenditures
exclude an estimated $4.1 million in principal and interest that DOR
must pay for sales and use tax software under the State’s master
lease program, regardless of its anticipated December 2007
replacement with alternative software.

Following implementation in December 2002, DOR believed that its
sales and use tax software was functioning as intended. However, it
began discovering problems with the software throughout 2003 and
in early 2004. For example, in March 2004, DOR discovered that the
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software had erroneously excluded from distribution calculations
the taxes collected for vehicles that were purchased out of state but
registered in Wisconsin. As a result, although the software was
initially delivered within budget, DOR spent an additional

$5.7 million for the project when it paid CGI-AMS to resolve
significant programming errors that were discovered after the
software had been implemented.

CGI-AMS corrected programming errors from January 2003 through
October 2003 under its original contract with DOR. However,
because concerns about the software persisted, DOR entered into a
series of additional contracts from October 2003 through May 2005
that required CGI-AMS to resolve specific programming errors and
to provide its services at cost.

In a December 2005 letter report, we noted several inaccurate
payments to taxing districts because of processing errors involving
the sales and use tax software. Errors in the software that DOR had
identified but not yet corrected, and a new error we identified,
resulted in DOR having underpaid 33 taxing districts a total of
$1.8 million, and having overpaid 27 taxing districts a total of

$2.8 million. From November 2005 through September 2006,
CGI-AMS worked to resolve additional programming errors at no
cost to DOR under a subsequent agreement. In addition, and in
response to our recommendation, DOR provides monthly reports to
the Joint Legislative Audit Committee detailing additional work
performed on the sales and use tax software. In its October 2006
report, DOR indicated that CGI-AMS had completed testing to
ensure the software was functioning properly. Our analysis of
DOR’s efforts to address sales and use tax distribution errors is
included in an April 2007 letter report published with this review.

To better understand the reason for programming errors that caused
final project costs to significantly exceed estimates, we analyzed
DOR’s management of the software development process, and
specifically how it entered into and structured contracts with project
vendors.

We note that DOR took a number of positive steps in managing the
development of its sales and use tax software, including;:

* initially contracting with an independent IT
consultant to act on its behalf in preparing and
monitoring technical requirements for the project,
although it was unable to replace the consultant
when the individual could not continue in that
capacity as of January 2001;



A key subcontractor
failed to perform critical
work on the project.
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* attempting to limit project costs by customizing
purchased software, rather than having a vendor
develop software specifically for Wisconsin; and

» discontinuing its work with CGI-AMS in
June 2004 because of its dissatisfaction with sales
and use tax software development, and because
CGI-AMS increased its initial cost estimate for
individual income tax software—which at that
time, DOR intended to purchase from CGI-AMS as
the next component of the Integrated Tax System—
from $16.2 million to approximately $46 million.

Despite these positive steps, DOR experienced significant
difficulties. For example, a key CGI-AMS subcontractor failed to
perform critical work on the sales and use tax project, which
resulted in serious programming errors and added pressure for
CGI-AMS to complete the project as scheduled in order to process
2003 tax returns. To prepare its software for DOR, CGI-AMS was
required to complete two complex tasks: conversion of its software
for use with DOR'’s systems software, and customization of the
software to accommodate differences in Wisconsin and Kansas tax
law and business processes. Although CGI-AMS staff customized
the software to reflect Wisconsin tax law, it hired a subcontractor to
perform the critical conversion work.

However, in June 2001, CGI-AMS terminated its subcontract because
the subcontractor had failed to successfully convert the software.
CGI-AMS subsequently assumed direct responsibility for
completing the complex work. In November 2001, DOR amended its
contract with CGI-AMS to allow additional time to complete the
conversion, as well as the remaining customization necessary to
meet DOR’s business requirements. The delays caused by the
subcontractor’s failure:

* increased programming errors, because CGI-AMS
was compelled to complete complex work in a
short amount of time with staff who were
unfamiliar with the software;

* resulted in inadequate software testing, which
was needed to identify and resolve programming
errors; and

» provided insufficient opportunity for DOR staff to
receive the training necessary to assume
responsibility for maintaining the software when
CGI-AMS completed its work, which was further
hindered when CGI-AMS completed the software
development in Virginia rather than Madison, as
initially planned.
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We found no evidence of
DOR responding in a
timely manner to reports
that work was not
progressing as planned.

DOR plans to abandon
its sales and use

tax software in
December 2007.

DWD is customizing and
developing software

to support the
Unemployment Insurance
program.

Early reports from CGI-AMS suggested the subcontractor’s
conversion work was not progressing as planned, but we could find
no evidence these reports were acted upon in a timely manner. More
effective monitoring may have allowed DOR to identify concerns
with the feasibility and cost of the project sooner. Moreover, DOR
could have re-evaluated the costs and benefits of proceeding with
the project despite its concerns, and explored the availability of
emerging products that might better meet its needs for the
Integrated Tax System.

The complex conversion and customization of the existing sales and
use tax software also would have made modifications difficult. For
example, DOR officials estimated the cost of modifying the software
to accommodate the Streamlined Sales Tax Project included in
Senate Bill 40 to be at least $2.9 million.

In February 2007, DOR amended its contract with FAST Enterprises,
a software development firm that specializes in providing products
and services to revenue agencies, and from which DOR has
previously purchased off-the-shelf software for use with its
Integrated Tax System. Under the amendment, DOR plans to
abandon its sales and use tax software in December 2007 and pay
FAST $3.3 million to purchase and customize off-the-shelf FAST
software to replace it. The cost of the FAST software includes one
year of software maintenance, and DOR will pay $500,000 for
software maintenance and enhancements through May 2008 for all
of its FAST products, including sales and use tax software.

DOR has placed limits on the extent to which it has customized
other FAST software, such as the software used to administer
individual income taxes. Similar efforts to limit customization will
be important for the success of FAST sales and use tax software.
Moreover, DOR should ensure that its own staffing costs are
included in the total cost of FAST software implementation.

M Recommendation

We recommend the Department of Revenue report to the Joint
Legislative Audit Committee by October 1, 2007, on the status of
conversion to FAST sales and use tax software, and its plans to include
its own staffing costs when determining the software’s total cost.

Unemployment Insurance Systems

DWD administers the federal Unemployment Insurance program
that requires most employers to pay specific amounts into the
Unemployment Reserve Fund in support of unemployment benefits
earned by their employees. DWD is developing SUITES, the State
Unemployment Insurance Tax Enterprise System, to collect required
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wage information and tax contributions from employers. It is also
customizing software to generate benefit payments for temporarily
unemployed workers. However, further work on EnABLES, the
Enhanced Automated Benefits and Legal Enterprise System under
development for that purpose, was suspended in February 2007, and
DWD is re-evaluating the project’s feasibility.

DWD’s IT projects were intended to replace existing systems and
databases that are based on dated technology. Program officials
believed that software supported by new technology would be more
easily and cost-effectively modified in response to future changes in
unemployment insurance law. They also believed SUITES and
EnABLES would be easier for staff to use, and that the software
projects would allow DWD to improve service delivery to
employers and program applicants.

As shown in Table 20, DWD spent $63.9 million on the two projects
through September 2006: $42.2 million for SUITES, and $21.7 million
for EnABLES. Both projects have been funded primarily through
federal block grants, which are funded from federal taxes on
employers, and distributions under the Reed Act, which requires
distribution of excess unemployment taxes to the states. In addition,
$20.0 million was from administrative fees paid by Wisconsin
employers specifically to fund program automation improvements,
and $1.9 million was from interest and penalties assessed on those
who make late unemployment insurance tax payments.

Table 20
Funding for SUITES and EnABLES Expenditures’
(in millions)

Source SUITES EnABLES Total
Federal? $21.3 $20.7 $42.0
Employers

Administrative Fees 19.9 0.1 20.0
Interest and Penalties 1.0 0.9 1.9
Subtotal 20.9 1.0 21.9
Total $42.2 $21.7 $63.9

' Through September 2006.
2 Includes federal block grant funds, which return federal unemployment insurance taxes paid by
employers to states, and distributions under the federal Reed Act.
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DWD has significantly
revised its cost
projections for SUITES
and suspended work on
EnABLES in

February 2007.

DWD contracted with
Accenture, Inc., to
design, develop, and
implement SUITES.

DWD has significantly revised its cost estimates and time lines for
both SUITES and EnABLES. In June 2002, DWD estimated that
SUITES would cost $27.7 million—including costs already
incurred—and be completed in February 2004. However, as of
January 2007, DWD estimated the project would cost $46.4 million,
or $18.7 million more than planned, but it did not revise the project’s
estimated completion date of March 2008. DWD initially estimated
EnABLES would cost $24.0 million and be completed in June 2006.
However, work on the project was suspended in February 2007 after
DWD spent $23.6 million on it.

SUITES
Three consulting firms assisted DWD with planning SUITES:

= Arthur Andersen, LLP, an international
accounting firm that reviewed and documented
unemployment insurance tax processes and
conducted stakeholder analyses using focus
groups and surveys from April 1998 to
January 1999;

» (CSC Consulting, Inc., a technology consulting
firm currently headquartered in California, which
analyzed various options for replacing existing
tax and wage software from October 1999
through April 2000; and

* TRW, Inc,, a consulting firm acquired by
Northrop Grumman in 2002, with which DWD
contracted to prepare design specifications for the
software from November 2000 through
November 2001.

However, DWD’s primary contractor was Accenture, Inc., an
international consulting, technology services, and outsourcing firm.
DWD contracted with Accenture to complete SUITES design
specifications and develop and implement the software. The
contract required DWD staff to work closely with the vendor during
SUITES development and to complete a portion of development
work.
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As shown in Table 21, $23.4 million in SUITES development costs
through September 2006, or 55.5 percent, was DWD'’s internal costs,
including salaries and fringe benefits for its own IT staff and others
working on the project. In addition, DWD paid $18.8 million to
project consultants, including $14.3 million to Accenture and

$3.5 million to TRW.

Table 21

SUITES Expenditures
Through September 2006

Percentage

Amount of Total
Internal Costs
Staffing Costs! $19,968,100 47.3%
Supplies and Services 1,205,900 2.9
Rent 759,600 1.8
Equipment 642,600 1.5
Other? 836,400 2.0
Subtotal 23,412,600 55.5
Contractor Costs
Accenture 14,281,400 33.8
TRW 3,504,300 8.3
CSC Consulting 903,800 2.1
Arthur Andersen 102,500 0.3
Subtotal 18,792,000 44.5
Total $42,204,600 100.0%

! Includes $15.3 million for Bureau of Information Technology staffing and overhead costs
and $4.7 million for salaries and fringe benefits for Unemployment Insurance program staff.
2 Includes additional project supplies and services costs not charged to specific DWD organizational units.

DWD implemented the first of three SUITES components in
September 2004. As of February 2007, it expected to implement the
second in September 2007 and the third in March 2008. However,
since SUITES development began, DWD has revised project cost
estimates five times and extended the project time line on three
separate occasions, as shown in Table 22.
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Table 22

SUITES Time Line

Date DWD Action

May 1998 Began project planning

June 2002 Contracted with Accenture as principal vendor for SUITES implementation;
planned project completion for February 2004 at a cost of $27.7 million

June 2003 Extended project time line to May 2004; increased cost estimate to $29.5 million

August 2004 Extended project time line to June 2005; increased cost estimate to $35.5 million

January 2005 Extended project time line to March 2008

February 2005 Extended Accenture contract through September 2005

July 2005 Increased cost estimate to $41.6 million

August 2005 Released Accenture and assumed responsibility for remaining work

July 2006 Increased cost estimate to $44.3 million

January 2007 Increased cost estimate to $46.4 million

Project planning
deficiencies affected
SUITES development

costs.

We identified several project planning deficiencies that negatively
affected DWD’s ability to control SUITES costs. First, before the start
of SUITES development, DWD did not modify or simplify its
automated steps for collecting wage information and accounting for
unemployment insurance tax revenue. Modifying or streamlining
these business processes could have reduced the amount of complex
and costly programming required for SUITES development. DWD
paid Arthur Andersen $102,500 to document the existing business
processes, but did not determine whether they could be simplified.

Second, although it paid TRW $3.5 million under a $4.6 million
contract to complete detailed design specifications for SUITES
software, DWD was dissatisfied with the vendor’s progress. As a
result, when DWD conducted its request-for-proposals process and
contracted with Accenture for SUITES development, it lacked
detailed design specifications. Without these specifications, DWD
and Accenture had no basis for reasonably estimating the project’s
costs and time line.



The SUITES project is at
risk for continued delays
and cost increases.
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In addition, DWD staff indicated that Accenture underestimated the
complexity and volume of business processes that DWD sought to
be included in SUITES, and DWD and Accenture consistently
disagreed on the scope of SUITES development. For example:

= InJune 2003, DWD and Accenture executed a
contract amendment that expanded the project’s
scope and extended its time line from
February 2004 to May 2004, and that increased its
cost estimate by $1.8 million.

* In December 2003, DWD would not agree to
scope reductions when notified by Accenture that
the contract period was insufficient to complete
the project.

* In February 2005, one year after SUITES was
initially expected to have been implemented,
DWD extended the Accenture contract through
September 2005 but began gradually decreasing
Accenture’s involvement in the project.

* In August 2005, DWD assumed full responsibility
for the remaining SUITES development and
implementation.

Although DWD paid Accenture $14.3 million—or $2.4 million more
than the amount agreed upon for implementation—and received an
additional 26,000 hours of work from Accenture at no additional
cost, SUITES was not close to being implemented when DWD
assumed full responsibility for remaining work on the project in
August 2005.

Third, DWD did not adequately analyze the costs and benefits
associated with SUITES development. Although it paid CSC
Consulting $903,800 to analyze options and make a recommendation
for replacing existing tax and wage software, the usefulness of the
recommendation was limited because DWD had not adequately
examined its business processes for the Unemployment Insurance
program or determined what would be required of new software.
As a result, DWD’s ability to determine whether it was necessary
and cost-effective to develop software, rather than pursue a less
costly approach of purchase or customization of off-the-shelf
software, was hindered.

In January 2007, DWD increased projected costs for SUITES by
$2.0 million, to $46.4 million. We believe the SUITES project is at risk
for continued delays and cost increases. For example, DWD initially
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DWD had primary
responsibility for
customizing EnABLES, but
it contracted for
assistance.

contracted with Accenture for SUITES software development
because department officials did not believe DWD had adequate
staff resources or expertise to complete the work. They have since
indicated that DWD’s IT staff has gained the necessary expertise to
complete SUITES software development. However, a significant
amount of work on the project remains and DWD does not
anticipate fully implementing SUITES until March 2008. As a result,
DWD'’s cost estimate for remaining work may be understated.

¥ Recommendation

We recommend the Department of Workforce Development report to
the Joint Legislative Audit Committee by October 1, 2007 with:

= specific milestones necessary for completing SUITES
software development;

= methods for limiting further addition of functions not
required to meet Unemployment Insurance program
requirements in remaining SUITES development; and

= revised, detailed project cost and time line estimates.

EnABLES

EnABLES was initially intended to replace existing software that
processes unemployment insurance payments for workers and the
scheduling of legal proceedings and inquiries related to appeals,
hearings, and adjudication. Because of significant concerns about the
project’s scope, cost, and time line, DWD suspended further work in
February 2007, at which point it had implemented only one of six
planned components. DWD is currently re-evaluating the project’s
feasibility.

To implement EnABLES, DWD had been customizing software it
purchased from IBM, although the software was developed by
Cuaram Software, Ltd., a business and technology consulting firm in
Ireland. DWD had primary responsibility for customizing the
software but contracted with Tier Technologies, a national
consulting firm specializing in financial transaction processing, for
assistance.
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As shown in Table 23, $9.4 million of the $21.7 million DWD spent

on EnABLES through September 2006, or 43.4 percent, consisted of
payments to Tier Technologies. DWD spent an additional

$9.8 million for internal costs, including salaries and fringe benefits
for its staff.

Table 23

EnABLES Expenditures
Through September 2006

Percentage
Amount of Total

Contractor Costs
Tier Technologies $ 9,394,200 43.4%
IBM! 2,502,200 11.5
Subtotal 11,896,400 54.9
Internal Costs
Staffing Costs? 7,594,300 35.1
Equipment 809,600 3.7
Supplies and Services 476,700 2.2
Rent 317,800 1.5
Other? 564,100 2.6
Subtotal 9,762,500 45.1
Total $21,658,900 100.0%

! Cdram Software vendor.
2 Includes $4.9 million for Bureau of Information Technology staffing and overhead costs and
$2.7 million for salaries and fringe benefits for Unemployment Insurance program staff.
% Includes additional project supplies and services costs not charged to specific DWD organizational units.

Although DWD initially estimated the project would be completed
in June 2006, it extended the time line three times and made
significant revisions to project cost estimates since the software
customization began in July 2003. A project time line is shown in
Table 24.
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Table 24

EnABLES Time Line

Date DWD Action

June 2002 Began project planning

May 2003 Planned project completion for June 2006 at a cost of $24.0 million

July 2003 Finalized initial Tier Technologies contract to assist with customizing software
September 2003 Finalized contract with Ciiram for base software

March 2004 Extended project time line to December 2006

March 2005 Extended project time line to March 2007; increased cost estimate to $26.1 million
October 2005 Extended project time line to fall 2010

July 2006 Finalized new contract with Tier Technologies

February 2007 Suspended further work on the project pending re-evaluation

DWD did not adequately
plan for EnABLES.

DWD significantly
underestimated the
project’s complexity.

As with SUITES, we found that DWD did not adequately plan for
the EnABLES project. Business processes were not first reviewed to
determine whether modifications could be made, which may have
reduced the amount of complex and costly customization required,
and we noted three additional factors that had significant negative
effects on project costs.

First, when the Ctiram software was purchased, DWD officials
underestimated the complexity of the unique programming upon
which it is based and the time and expense required to customize it.
Agency officials note that it has taken DWD staff a minimum of
two years to become proficient in programming the software, and
they have expressed concerns about recruiting and retaining
qualified staff to work with the software in the future. Through
September 2006, DWD was unable to fill two project positions for
EnABLES with qualified candidates.

Moreover, given the specialized training required to work with the
software, DWD had difficulty obtaining competitive proposals for
assistance with customization. In November 2002, when it issued a
request for proposals for both software and customization, DWD
did not accept any customization proposals because it was not
satisfied that the vendors submitting them were qualified. In

May 2003, DWD used the statewide IT contract, which allows
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customization contributed
significantly to project
delays and increased costs.

DWD made ineffective
use of consultants on the
EnABLES project.
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agencies to obtain services from a list of vendors who have already
contracted with the State at a pre-negotiated hourly rate, to hire the
only firm it determined was qualified to assist with customization,
Tier Technologies. DWD also determined that Tier Technologies was
the only qualified firm to respond to a request for proposals it issued
in December 2005.

Second, although it opted to customize existing software to limit
project costs, the extent of DWD'’s customization—rather than
adjusting its business processes, when possible, to fit the software’s
functions—actually increased costs. In addition, because software
maintenance and other costs increase proportionately with
customization, higher future costs should also be anticipated.

Third, because DWD did not have detailed project specifications, its
contracts with Tier Technologies did not link payments with specific
deliverables. Instead, Tier Technologies consultants worked under
the general direction of DWD staff. As a result, although DWD paid
Tier Technologies $8.3 million from July 2003 through June 2006,
customization was still not close to being completed as of July 2006.
DWD issued a request for proposals and again contracted with Tier
Technologies through June 2009 to work under the general direction
of DWD staff, although this time at lower hourly rates and with a
reduced number of vendor staff.

In February 2007, despite having paid Tier Technologies an
additional $1.1 million under its new contract, DWD suspended its
work on EnABLES because the project’s scope, costs, and time line
had significantly exceeded projections. DWD’s contract with Tier
Technologies has not been terminated, but the vendor’s staff

were removed from the project in March 2007. DWD is currently
re-evaluating the feasibility of the EnABLES project, including
assessing which elements may be recovered or completed in the
future and determining how best to proceed with completing the
update of unemployment insurance systems.

¥ Recommendation

We recommend the Department of Workforce Development report to
the Joint Legislative Audit Committee by October 1, 2007, on its
progress in:

= completing a detailed assessment of the costs and benefits
of continuing to maintain or customize Ciram software for
use in EnABLES or other unemployment insurance systems;
and

* modifying or streamlining its business processes before
pursuing any further software development for
EnABLES or other unemployment insurance systems.
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DOA is currently
implementing three
projects aimed at
statewide consolidation
of IT resources.

Statewide DOA Initiatives

In March 2005, the Governor announced his Accountability,
Consolidation, and Efficiency (ACE) Initiative to pursue savings in
procurement, state facilities management, human resources, and IT.
For IT, the goal is to reduce costs for staffing, computer hardware,
and fees for software licensing and maintenance through
consolidation and improved management of the State’s IT resources.
The IT component of the ACE initiative includes:

» the Shared Information Services (SIS) initiative,
which is more typically referred to as server
consolidation and is intended to reduce the
number of servers the State owns and consolidate
servers for most executive branch agencies within
a centralized data center managed by DOA;

= e-mail consolidation, which is intended to allow
most executive branch agencies, which have
historically used a variety of e-mail software, to
have e-mail software in common; and

» IBIS, an integrated system that is expected to
replace most of the accounting, budgeting, human
resources, payroll, and procurement software of
executive branch agencies.

All three projects have been managed by DOA, but staff from other
agencies have provided assistance as needed. In addition, DOA
contracted with vendors for key aspects of the projects, including:

* Crowe Chizek and Company, LLC, a national
accounting and consulting firm, with which DOA
contracted for server consolidation planning and
implementation assistance;

= DLT Solutions, Inc., an authorized vendor with
which DOA initially contracted for Oracle e-mail
software and implementation services;

* Microsoft Corporation, with which DOA entered a
subsequent agreement related to e-mail consolidation;

» GSalvaggio, Teal & Associates, a national IT
consulting firm that analyzed the feasibility of
implementing integrated software for IBIS and
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facilitated meetings of DOA and agency staff to
standardize business processes and develop a
request for proposals for IBIS software; and

* Oracle Corporation, from which DOA purchased
the primary software for IBIS implementation.

As shown in Table 25, DOA spent $20.2 million on its server
consolidation efforts, $6.4 million on e-mail consolidation, and
$700,000 for preliminary work on IBIS through September 2006.

Table 25

IT Consolidation Project Expenditures
Through September 2006

Expenditures

(in millions)
Server Consolidation $20.2
E-mail Consolidation 6.4
IBIS 0.7
Total $27.3

DOA has experienced =~ DOA has experienced significant difficulties with two of the
significant difficulties  three projects:
with two of its three IT
consolidation projects. = Server consolidation was expected to be
completed by May 2006 but is not near
completion in April 2007.

* E-mail consolidation was expected to be
completed in June 2005, but only four agencies—
DOA, Tourism, Wisconsin Historical Society, and
DNR—were using the new software as of
September 2006, and the project has continued to
experience delays since that time.

In contrast, DOA’s initial planning and project management efforts
for IBIS appear to have been managed appropriately, and DOA has
taken steps to control costs for this project that were not taken with
the other two.
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In November 2004, DOA
estimated the State
owned 2,239 servers,
excluding those used
solely for e-mail.

Server Consolidation

Servers are computers or other devices specifically dedicated to
managing applications and other IT resources that are used by a
large number of individuals. Historically, most state agencies have
purchased and maintained servers independently. DOA has
provided servers for a limited number of small agencies, or for
particularly large applications when agency resources were
insufficient. In November 2004, DOA estimated that the State owned
2,239 servers, excluding servers dedicated solely to e-mail.

A Crowe Chizek report commissioned by DOA indicated that the
server consolidation initiative could lower the State’s costs by
reducing the number of its servers by as much as 20 percent,
although neither Crowe Chizek nor DOA identified a specific
number of servers to be eliminated from each agency. The number
of servers was also expected to be reduced by making better use of
existing server capacity or using fewer, larger servers, and by
increasing buying power and reducing maintenance costs through
centralized control of servers in a single DOA data center. In
addition to achieving cost savings, DOA officials believed that
server consolidation would allow agency IT departments to better
focus on projects related directly to agencies” programmatic
functions and would improve the functioning and security of state
IT resources by standardizing server management.

Server consolidation planning included 18 executive branch
agencies—14 departments and 4 independent agencies—and the
State Treasurer’s Office. Because of confidentiality or other concerns,
two departments and one independent agency—DO]J, DVA, and the
State Public Defender Board—were exempted by the Legislature
from consolidation, and a fourth, the Department of Military Affairs,
was excluded because of restrictions on the use of its federal
funding. Three independent agencies—the Elections Board, HEAB,
and the Wisconsin Employment Relations Commission—were
excluded because DOA already manages their servers under the
Small Agency Support Infrastructure initiative.

In April 2004, DOA entered into a $7.0 million contract with Crowe
Chizek to provide a number of services related to server
consolidation, including;:

» afeasibility assessment and cost-benefit analysis
for server consolidation, which included e-mail
consolidation;

* the development of recommended steps for
proceeding with server consolidation; and
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» technical assistance with implementing server
consolidation.

DOA’s vendor estimated  In November 2004, Crowe Chizek completed its cost-benefit
server consolidation  analysis, which indicated that server consolidation would result in
savings would be cost savings for the State of $15.6 million over five years, derived
primarily derived from 1 \51ily through the reduction of 35.0 FTE staff positions. In

staffing reductions.

addition, Crowe Chizek concluded the State would need fewer
servers in the future, and the use of certain server technology would
make eventual replacement of servers less expensive. Crowe
Chizek’s November 2004 analysis also included projected savings
from the consolidation of e-mail, which it estimated would reduce
staffing levels by an additional 8.0 FTE positions.

The server consolidation ~ The State’s chief information officer is responsible for implementing
project was not  server consolidation. While DOA reported in May 2004 it would
completed in May 2006, complete the project by May 2006, it did not do so, and Crowe
as planned.  Chizel’s consultants ceased work on the project in April 2006. DOA

continues to rely on its own staff and staff from other agencies to
complete the project. Table 26 provides a project time line.

Table 26

Server Consolidation Time Line

Date DOA Action

November 2003 Issued a request for proposals for server consolidation

April 2004 Entered into a contract with Crowe Chizek to identify and implement server
consolidation strategies

May 2004 Finalized initial server consolidation plan; estimated project completion date of
May 2006

August 2004 Agencies first raised concerns that the project time line was unrealistic

November 2004 Crowe Chizek released its cost-benefit analysis

August 2005 Signed agreement for data center construction to house consolidated servers

April 2006 DOA staff occupied new data center; Crowe Chizek staff ceased work on server
consolidation

May 2006 Initial estimated completion date for server consolidation

June 2006 Revised project time line; position reductions in state agencies became effective
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DOA reported spending
520.2 million on server
consolidation through
September 2006.

DOA has funded its server consolidation efforts with program
revenues it receives from charging agencies for printing, mail,
communication, and IT services. As shown in Table 27, DOA
reported spending $20.2 million for costs directly related to server
consolidation through September 2006, including $5.2 million paid
to Crowe Chizek.

Table 27

Server Consolidation Expenditures
Through September 2006

Percentage

Amount of Total
Contractor Costs
Crowe Chizek $ 5,165,000 25.6%
Internal Costs
IT Supplies and Services 6,055,200 29.9
Salary and Fringe Benefits! 5,509,700 27.3
Other Supplies and Services 3,475,500 17.2
Subtotal 15,040,400 74.4
Total $20,205,400 100.0%

" Includes costs for DOA staffing and interchange agreements for a limited number of
agency staff temporarily assigned to DOA.

DOA entered a

535.2 million, 17-year
lease for its new

data center.

We note that server consolidation costs will be higher than shown in
Table 27. For example, DOA has incurred additional costs for its
new data center, and at least a portion of these costs are attributable
to server consolidation.

Through September 2006, DOA had spent $8.3 million on the

56,900 square-foot data center located in Madison, including

$6.9 million paid to Lokre Data Center, LLC, from which it is leasing
the facility. According to its agreement with Lokre, DOA’s lease
payments will total $35.2 million over the term of the 17-year lease,
which expires in March 2023. The lease provides DOA the sole right
to purchase the facility at any time after the sixth year. While DOA
officials have stated that the plan to construct a new data center
preceded plans for server consolidation, at a minimum, server
consolidation necessitated a larger data center than otherwise would
have been required. DOA has not accounted for data center costs in
a way that allowed us to assign a specific amount to the server
consolidation project.



Other state agencies have
incurred significant
staffing costs to support
server consolidation.

DOA has yet to
adequately demonstrate
that projected server
consolidation savings
will occur.

Server consolidation may
take as many as five
additional years

to complete.
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In addition to data center costs, DOA has not accounted for staffing
costs incurred by executive branch agencies that have provided
temporary assistance to the project or have helped plan their
agencies’ needs in moving servers or applications. Although not all
agencies maintain detailed time accounting records for IT staff, the
estimated staffing costs of those that have done so are significant.
For example, DOT officials estimated $531,100 in staffing costs for
server consolidation activities, including e-mail consolidation, while
DWD officials estimated at least $439,900 in staffing costs for server
consolidation alone.

We identified a number of contributing factors to DOA’s
unsuccessful server consolidation effort. First, DOA did not
adequately demonstrate the need for server consolidation. It
indicated the primary purpose was to achieve savings, but DOA has
not demonstrated that savings will occur. Other state agencies” IT
directors have consistently asserted that Crowe Chizek’s
November 2004 analysis underestimated project costs and
overestimated project benefits. Some IT directors have also asserted
that server consolidation may result in a level of complexity that
requires more staff rather than fewer. In addition, IT directors
question whether the proposed server technology will allow certain
applications to be placed on the same server, as DOA planned.
Crowe Chizek did not address these issues.

Regardless of the reasonableness of Crowe Chizek’s initial cost
savings estimates, the State has not achieved cost savings in the time
period presented by Crowe Chizek because server consolidation has
experienced significant delays. The analysis assumed the State
would experience savings beginning in FY 2006-07. However,
through September 2006, DOA had not fully assumed server and
network support duties for any agency.

DOA has not formally revised its project time line, but other state
agencies’ IT directors have estimated that server consolidation may
take as many as five additional years to complete. Although such an
extended project time line will increase project costs and delay
possible savings, DOA has not recalculated the project’s costs and
benefits.

Second, DOA did not adequately account for the complexity of the
project. For example, it did not review technical details of agencies’
servers before proceeding with consolidation, as would be expected
for such a large project. In addition, during the same period it was
undertaking server consolidation, DOA expected to commit
significant staffing resources to completing two other major projects:
e-mail consolidation and data center planning. Agency IT directors
consistently questioned the reasonableness of DOA’s time line and
project plan, suggesting that DOA allow more time for the project
and consider a more incremental approach to implementation.
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DOA eliminated  Third, DOA inadequately planned for staffing the transfer of
96.05 FTE staff from hardware and software from agencies to DOA, which was a central
agencies before server and time-consuming task related to server consolidation. As shown
consolidation was  in Table 28, 2005 Wisconsin Act 25, the 2005-07 Biennial Budget Act,
implemented.  climinated 96.05 FTE positions from 20 agencies effective June 2006,
based on DOA’s plan to complete server consolidation by May 2006.
Although all of the position reductions were made, DOA had not
fully consolidated servers for any agency as of September 2006, and
agencies remained responsible for maintaining their own servers.

Table 28

FTE Positions Eliminated as a Result of Server Consolidation’

Number
Agency Eliminated
DHFS 21.55
DWD 15.41
DNR 12.00
DOC 8.80
DOT 6.95
DOR 6.30
DOA 5.00
DFI 3.46
DATCP 2.75
PSC 2.50
Commerce 2.45
ETF 1.65
ECB 1.52
odl 1.20
Tourism 0.90
DPI 0.88
Military Affairs? 0.85
DRL 0.83
Historical Society 0.75
State Treasurer 0.30
Total 96.05

! Because 52.0 FTE positions were created in DOA, the net effect of
server consolidation on state staffing levels was a reduction of 44.05 FTE staff.
2 Military Affairs did not participate in server consolidation but had its position
authority reduced under 2005 Wisconsin Act 25.




DOA has not reached an
agreement on payment
or forfeiture of

51.8 million remaining
under the server
consolidation contract.
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Finally, we noted that DOA did not provide agencies with complete
or timely information necessary to plan for consolidation. For
example, DOA did not provide technical specifications on how to
prepare for server consolidation to agencies until October 2006,
tive months after all consolidation was to have been completed.
Moreover, at that time, officials in the State Budget Office indicated
that options existed for agencies to retain server maintenance staff
despite server-related staffing reductions. However, DOA did not
formally communicate these options to agencies, and DOA could
not quantify the extent to which agencies are exercising these
options or using contractors to maintain their servers.

In April 2006, after DOA paid Crowe Chizek almost $5.2 million of
the $7.0 million it had agreed upon, DOA ceased work with the
vendor because it was dissatisfied with the vendor’s progress. DOA
and Crowe Chizek have not reached an agreement on payment or
forfeiture of the $1.8 million remaining under the server
consolidation contract. As a result of contract termination, DOA staff
assumed work that had previously been completed by Crowe
Chizek consultants. DOA’s increased reliance on its own and agency
IT staff will likely conflict with other IT projects and priorities and
may cause additional delays. DOA officials estimated that other
agencies’ IT staff will be required to spend up to 80 percent of their
time on server consolidation when it is being actively implemented.

Before Crowe Chizek’s departure, DOA had been planning to
consolidate servers for nine agencies simultaneously. With the loss
of participation by Crowe Chizek consultants, which had fluctuated
between 4 and 15 part-time consultants on site, DOA focused its
consolidation efforts on two agencies, DNR and DOC, for which
completion was initially planned for December 2006. However, as of
April 2007, DOA has not completed consolidation for either agency.
Such delays will negatively affect the time line for consolidation of
all servers.

While the Governor’s 2007-09 Biennial Budget Proposal includes
$4.8 million in program revenues for operating the new data center,
specific information on the expected completion date for server
consolidation is not included.

M Recommendation

We recommend the Department of Administration report to the Joint
Legislative Audit Committee by October 1, 2007, with:

= g revised time line for server consolidation; and
= a revised analysis of server consolidation to include

all implementation costs, as well as anticipated
revenues to be generated from agency charges.
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Agencies have
historically used a
variety of e-mail software.

DOA switched vendors
and software products
for e-mail consolidation
in February 2006.

E-mail Consolidation

Executive branch agencies have historically relied on a variety of
e-mail software packages from vendors such as IBM, Novell, and
Microsoft. DOA initiated the e-mail consolidation project at the
same time it initiated server consolidation in order to reduce the
number of servers supporting e-mail software and to improve
electronic communication among agencies. Although it is being
managed as a separate project, e-mail consolidation directly relates
to server consolidation because successful implementation will
consolidate e-mail servers. The positions eliminated from agencies
in 2005 Wisconsin Act 25, the Biennial Budget Act, and those
provided to DOA as part of server consolidation included e-mail
server staff. Agencies will continue to manage users” e-mail
accounts, however, and have retained some positions to fulfill this
responsibility.

In November 2004, Crowe Chizek included a five-year cost-benefit
analysis for e-mail consolidation within its broader analysis of the
costs and benefits of server consolidation. The consultants
concluded that after the first year, e-mail consolidation would save
the State $1.7 million annually over the next four years, or a total of
$6.8 million.

In August 2004, DOA contracted with DLT Solutions for the
implementation of Oracle e-mail software and software maintenance
for an additional four years, at a total cost of $2.6 million. This total
included $2.2 million for hardware and software licensing and
support, and $423,000 to be paid to DLT Solutions for consulting
services. It was expected that the project would be completed within
12 months of the contract’s execution. However, when DOA
implemented the Oracle software for its own staff in

November 2005, staff reported unstable performance, features not
working as planned, and problems coordinating calendars with
wireless devices. As a result, DOA canceled implementation of the
Oracle software in February 2006 and announced it would instead
proceed by implementing Microsoft software. Oracle subsequently
agreed to provide DOA $900,000 in credits to be used for license
payments related to other Oracle software used by the State, and
$376,900 in similar credits for technical support services.
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However, DLT Solutions was paid $1.3 million for its consulting
services, or about three times the contracted amount, despite the fact
it neither completed software implementation within one year nor
provided four years of support services, as required. In addition,
while the original contract required DLT Solutions to meet certain
milestones before receiving payments, DOA agreed through two
contract addenda signed in January and June 2005 to relax the
payment schedule so that DLT Solutions could be paid sooner.
Table 29 shows a time line of the e-mail consolidation project.

Table 29

E-mail Consolidation Time Line

Date DOA Action

August 2004 Signed contract with DLT Solutions, Inc., to implement Oracle e-mail software; projected costs of
$2.6 million over five years

November 2004 Estimated completion date of June 2005

January 2005 Amended DLT contract to advance payment schedule for consulting services

June 2005 Delayed Oracle implementation; amended DLT contract to further advance payment schedule for
consulting services

November 2005 Implemented Oracle software for DOA only; staff reported problems

February 2006 Canceled implementation of Oracle e-mail software

March 2006 Signed first work order with Microsoft for consulting services

August 2006 Reached agreement with Oracle to provide credit for future Oracle costs; signed second work
order with Microsoft

November 2006 Completed consolidation for five agencies in critical need (DOA, Tourism, Historical Society,

DNR, DOC)

DOA reported spending  As with its other IT projects, DOA is funding e-mail consolidation
56.4 million for e-mail  with program revenues it receives from agencies for printing, mail,
consolidation through communication, and IT services. As shown in Table 30, DOA

September 2006.

reported spending $6.4 million for e-mail consolidation through
September 2006, including $2.7 million paid to DLT Solutions and
$1.1 million paid to Hewlett Packard for hardware, software, and
maintenance.
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Table 30

E-mail Consolidation Expenditures’
Through September 2006

Percentage

Amount of Total
Contractor Costs
DLT Solutions, Inc.? $2,661,200 41.8%
Hewlett Packard 1,112,800 17.5
Oracle Corporation 151,900 2.4
Insight Public Sector 46,600 0.7
Subtotal 3,972,500 62.4
Internal Costs
IT Supplies and Services 1,137,900 17.9
Other Supplies and Services 783,000 12.3
Salary and Fringe Benefits 475,000 7.4
Subtotal 2,395,900 37.6
Total $6,368,400 100.0%

' Does not reflect DOA-negotiated credits of $900,000 for license fees and $376,900 for
technical support services.
2 Includes $1.3 million for software purchases and $1.3 million for consulting services.

E-mail consolidation expenditures reflected in the State’s accounting
system do not represent all project costs because they exclude the
time other agency staff have spent planning for e-mail consolidation
and providing assistance to DOA. For example, DWD estimates that
it incurred staffing costs of $103,400 related to e-mail consolidation.
However, because not all agencies have recorded staff time spent on
specific projects, we were unable to quantify the costs of
consolidation for agencies other than DOA.

We note concerns with the procurement processes DOA used for
e-mail consolidation. Section 16.75(6)(am), Wis. Stats., exempts DOA
from standard procurement procedures when making IT purchases,
yet DOA officials asserted that when expedited procurement
authority was used for the e-mail consolidation project, DOA was
required to accept the lowest bid that satisfied the project’s
requirements. They believe that as a result, DOA did not have the
same flexibility to choose a vendor had it used a standard request-
for-proposals process, and it was ultimately dissatisfied with the
vendor selected.



DOA did not heed
potential concerns in its
original vendor selection
for e-mail consolidation.
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Nevertheless, DOA did have the flexibility to determine whether
vendors could be considered responsible bidders, and it could have
used this flexibility to avoid selecting DLT Solutions for Oracle
implementation based on two potential concerns. First, it was not
clear that the bid submitted by DLT Solutions was reasonable. While
DLT Solutions proposed a five-year cost of $2.6 million to
implement and maintain the Oracle software, another vendor’s
five-year cost proposal to implement Microsoft was $9.4 million, and
Microsoft’s proposal to implement its own software was

$14.0 million. Second, the DLT Solutions proposal indicated that
Oracle’s share of the e-mail market was less than 5.0 percent, which
may have been insufficient to demonstrate that it met the needs of a
significant and varied customer base.

After canceling implementation of Oracle software, DOA chose to
switch to Microsoft e-mail software, at least in part under the terms
of existing licensing agreements. These agreements apply to state-
owned personal computers for which other Microsoft software
products are already licensed. DOA divided the implementation of
Microsoft software into two components:

* implementation of Microsoft e-mail software for
tive agencies—DOA, Tourism, the Wisconsin
Historical Society, DNR, and DOC—that
indicated they had a critical need for new e-mail;
and

* development of a long-term plan for using
Microsoft e-mail for the statewide e-mail system.

We note concerns with DOA’s procurement of Microsoft’s services.
While DOA relied to some extent on existing licensing agreements
to obtain the Microsoft e-mail software, it entered into an agreement
with Microsoft for consulting services for both immediate
implementation of the software for the five agencies and
development of its long-term plan. DOA and Microsoft entered into
an agreement in March 2006 for 1,560 hours of planning services by
a senior Microsoft consultant. Because Microsoft agreed to provide
these services at no cost to the State as a result of the selection of
Microsoft software, DOA IT staff did not request procurement
authority before obtaining the services. However, Microsoft project
documents indicate that DOA continued to obtain consulting
services from Microsoft after DOA had exhausted the allotted hours
of no-cost services prior to July 2006.
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DOA entered a

51.3 million contract
with Microsoft for
consulting services
related to e-mail
consolidation.

IBIS is expected to
replace approximately
100 types of existing
administrative software
in use by agencies.

In July 2006, DOA’s Division of Enterprise Technology requested
authority from the DOA Bureau of Procurement to contract with
Microsoft and entered into a contract with Microsoft effective
September 1, 2006, for an estimated 5,880 hours of service at a cost of
$1.3 million. An addendum to the contract prepared by Microsoft
indicates that the consulting hours for which DOA would be
charged included services provided before the contract’s effective
date. Although DOA obtained services from Microsoft in excess of
the 1,560 hours allotted at no cost without having a contract in place
to do so, a lack of documentation prevented us from determining
the specific number of hours worked or the cost of the services.

The changes to the e-mail consolidation project have not produced
immediate savings. A specific time line for project completion and
the extent to which DOA will be required to pay for additional
e-mail software licenses are unknown.

¥ Recommendation

We recommend the Department of Administration report to the Joint
Legislative Audit Committee by October 1, 2007, on the status of e-mail
consolidation, including costs to date and the estimated completion
date of the project.

Integrated Business Information System

The third major consolidation project underway is IBIS. This system
is intended to replace approximately 100 types of existing
administrative software used by executive branch agencies for
accounting, budgeting, human resources, payroll, and procurement
functions. While all executive branch agencies will eventually use
IBIS software, the extent of each agency’s use will vary based on its
administrative processes. DOA anticipates the project will save
money by reducing the number of administrative software packages
to be maintained and the need for future development of such
software. In addition, DOA believes it can decrease staffing and
supply costs by increasing efficiency, including reducing duplicate
data entries and the use of paper forms.

In October 2004, DOA hired Salvaggio, Teal & Associates to analyze
the feasibility of implementing this software. In addition, the firm
facilitated meetings of DOA and other agencies’ staff with expertise
in administrative areas such as accounting and human resources, in
order to standardize business processes and develop a request for
proposals through which DOA would select the primary software
for IBIS implementation.
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In May 2006, DOA In March 2005, Salvaggio, Teal & Associates recommended that the
entered into a contract  State consider proceeding with statewide implementation of
for the software it administrative software and estimated its cost to be $135.3 million.
intends to use as the 1, \1,y 2006, DOA finalized a contract with Oracle to purchase

basis for IBIS.

PeopleSoft Enterprise Solution software for IBIS. An independent
consultant also reviewed the vendor selection process and reported
that DOA had effectively planned and managed the request-for-
proposals process. Table 31 shows a project time line.

Table 31
IBIS Time Line
Date DOA Action
October 2004 Contracted with Salvaggio, Teal & Associates to conduct a feasibility study
March 2005 Feasibility study recommended consideration of IBIS software; estimated costs of
$135.3 million over 10 years
August 2005 Contracted with Salvaggio, Teal & Associates for assistance in documenting agencies’
business processes and developing a request for proposals
October 2005 Issued a request for proposals for off-the-shelf software
March 2006 Released an independent evaluation of the vendor-selection process
May 2006 Finalized contract with Oracle for software purchase and related services
September 2006 Issued request for bids to establish a list of qualified vendors to deliver software

services

DOA intends to use the = DOA intends to finance the full costs of IBIS using the State’s master
State’s master lease  lease program, which it will repay using revenues from charges that
program to finance the  participating agencies will be assessed. The Governor has proposed
full costs of IBIS. ¢\ ding of $19.7 million for IBIS in his 2007-09 Biennial Budget

Proposal.

As of September 2006, As shown in Table 32, DOA had already spent $709,000 on the IBIS
DOA had financed  project as of September 2006, excluding the costs of staff in other
83.8 million of IBIS costs  agencies who provided their expertise during system planning.

through the master
lease program.

These staffing costs have not been accounted for separately by the
other agencies or DOA. The total shown in Table 32 also excludes
$3.8 million—the cost of the off-the-shelf Oracle /PeopleSoft
software and related support services—financed through the State’s
master lease program.
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Table 32

IBIS Expenditures’
Through September 2006

Type Amount
Contractor Services

Salvaggio, Teal & Associates $288,600
Internal Costs

Salary and Fringe Benefits 364,800
Other Supplies and Services 47,900
Software and IT Services 7,700
Subtotal 420,400
Total $709,000

! Excludes DOA’s FY 2004-05 staffing costs, for which DOA did not
account until the following year, and other agencies’ staffing costs,
for which neither DOA nor the other agencies have accounted.

DOA has taken positive
steps to manage IBIS in
the project’s early stages.

The IBIS project is in its early stages, but we note several positive
steps taken by DOA to plan it effectively and control its costs. First,
DOA officials have implemented a process intended to limit
customization of the Oracle/PeopleSoft software by developing
standardized practices that all agencies will be required to follow. In
addition, DOA has implemented a formal resolution process that
must be followed if an agency insists on a specific software function
that would require customization.

Second, in addition to evaluating vendors” written responses to the
request for proposals, the evaluation team also required vendors to
deliver software demonstrations to state staff with expertise in
accounting, budgeting, human resources, payroll, and procurement.
Requiring vendors to demonstrate their software and soliciting
detailed feedback from these staff will increase the likelihood that
the selected software will meet agency needs.

Third, DOA has identified specific indicators it intends to use to
monitor project progress. For example, it plans to recalculate project
costs and savings at specific milestones, which will be important in
evaluating whether interim project adjustments are necessary. In
addition, DOA is accounting for time spent by other agencies’ staff
on the customization and implementation of IBIS software, which
will help it more accurately calculate project costs.



In early 2007, DOA
estimated that IBIS
would cost at least

5$66.6 million.

Savings estimates were
initially $513.8 million
over ten years, but

are now between
535.4 million and
590.9 million.

DOA will face significant
concerns during IBIS
implementation.
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Despite these steps, we identified a number of concerns. For
example, given the scope of the project, DOA has had difficulty
estimating its potential costs and benefits. As a result, DOA’s cost
estimates have varied widely, and projected savings have steadily
and significantly declined. In early 2007, DOA reported the cost of
IBIS would depend upon the mix of state IT staff and consultants
used to implement the project. For example, DOA estimated that
between FY 2005-06 and FY 2010-11, IBIS implementation could cost:

= $66.6 million if DOA establishes a statewide
contract from which it selects individual
contractors to provide specific services;

= $71.5 million if it hires two contractors to serve as
project managers and additional contractors to
provide specific services; or

*  $116.3 million if it contracts with a single vendor
to provide a team to manage and implement the
entire project.

Similarly, estimates of potential savings resulting from IBIS
implementation have varied widely. In March 2005, Salvaggio, Teal
& Associates estimated the State could realize potential savings of
$513.8 million over ten years. However, DOA estimated in

March 2006 that IBIS implementation could result in savings of
$300.1 million over ten years, and its December 2006 estimate of
potential savings declined still further. DOA now estimates that
savings over ten years could range from $35.4 million to

$90.9 million, depending on the extent of its use of consultants for
IBIS implementation and the number of staff reductions that may
occur as a result of IBIS implementation.

Other concerns include:

» expected pressure to customize IBIS software to
meet particular agencies’ requests, which could
significantly increase the project’s cost and time
line, as well as the risk of project failure;

* the potential for problems with agencies’ existing
administrative software if software maintenance
or modifications are delayed in anticipation of
IBIS implementation; and

* the need for significant coordination if DOA
uses multiple vendors to assist with IBIS
implementation, and for adequate monitoring by
staff with the required technical expertise.
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¥ Recommendation

We recommend the Department of Administration report to the Joint
Legislative Audit Committee by October 1, 2007, on the status of IBIS
implementation, including costs to date, the project’s estimated
completion date, and the status of its effort to limit agency
customization of the software.



Identifying and Planning for Large, High-Risk Projects
Improving Project Specifications and Standards
Monitoring and Evaluating Progress

Legislative Oversight

Improving Project Oversight =

Given the complexity of IT projects and rapidly changing
technology, state agencies will likely continue to experience
difficulties completing large, high-risk projects. However, the
likelihood of projects significantly exceeding cost estimates or failing
to perform required functions could be reduced if DOA more
effectively exercised its statutory responsibilities to provide
oversight by:

* systematically reviewing agencies” annual
strategic plans for IT projects;

* ensuring that clear project development standards
are in place; and

* developing methods for monitoring, controlling,
and evaluating the progress of IT projects.

We have also identified options for the Legislature to consider for
enhancing monitoring of large, high-risk projects and improving
oversight of the IT projects of UW System, which is exempted by
statutes from DOA oversight.

67
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DOA has not established
methods for identifying
or understanding large,

high-risk projects.

Identifying and Planning for
Large, High-Risk Projects

Section 16.976, Wis. Stats., requires DOA to review and approve
agencies’ annual strategic plans for IT. Those plans are required to
identify all IT projects in the coming year that will be funded
through agency operating budgets, as well as those that require
additional revenue. However, we found that several projects have
been excluded from agencies’ strategic plans. For example, DNR
excluded two ongoing projects—the Air Permitting System
Improvement Initiative and the Wisconsin Forestry Inventory Recon
System—from its FY 2006-07 strategic plan, and OCI excluded the
ongoing Injured Patients and Families Compensation Fund project
from its strategic plan. Each of these projects is expected to cost

$1.0 million or more. Furthermore, because DOA has not prescribed
a format for the plans, as also required by statutes, it has not
received comparable or consistently detailed information from all
agencies. As a result, DOA has had difficulty:

* developing a thorough, consistent understanding
of agencies’ IT development plans;

* identifying large, high-risk projects; and

* assisting agencies in managing the significant
challenges that complex IT projects can present.

To improve its oversight, DOA should establish methods for
identifying large, high-risk projects. For example, the federal Office
of Management and Budget has developed four criteria to identify
projects in federal agencies that are in need of strong oversight:

* projects undertaken by an agency that has not
consistently demonstrated the ability to manage
complex projects;

* projects with exceptionally high costs;

* projects that are related to an agency’s essential
mission or function; and

» projects in which delay or failure would
negatively affect the agency’s essential mission or
function.

Some states have also taken steps to establish criteria for identifying
high-risk IT projects. For example, the State of Virginia calculates a
risk score for all software development projects, based on criteria
similar to those used by the Office of Management and Budget, and
identifies projects that require monitoring based on their risk scores.



Statutes require DOA to
ensure that agencies
develop and use clear
standards for project
development.
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¥ Recommendation

We recommend the Department of Administration, in collaboration with
executive branch agencies:

= prescribe a standardized format for agencies’ annual
strategic plans for IT and require inclusion of all
ongoing or planned projects;

= develop a methodology for identifying large,
high-risk IT projects; and

= report to the Joint Legislative Audit Committee by
October 1, 2007, on its progress in selecting both a
format and a methodology.

Improving Project Specifications
and Standards

Although agencies have had primary responsibility for preparing IT
project plans, DOA is required by s. 16.971(2)(j), Wis. Stats., to
ensure that executive branch agencies have adopted clear project
development standards. Most agencies have some planning
processes in place, but plans have not been effective for large, high-
risk projects because they do not include:

» clear project specifications detailing the functions
required or sought;

» realistic cost estimates and time lines that
adequately reflect planned work and are
regularly updated to reflect necessary changes;
and

* accurate estimates of project complexity.

DOA’s ability to assist agencies in preparing more effective project
plans for large, high-risk projects has been negatively affected by its
own problems in planning and controlling project costs, most
notably for its server and e-mail consolidation projects. Its credibility
with some agencies has also been compromised because from

March 2004 to December 2005, DOA spent at least $832,800 and
required significant effort from other agencies to establish an IT
asset inventory that has been neither fully completed nor
maintained.



70 = = = = IMPROVING PROJECT OVERSIGHT

DOA’s focus on server
and e-mail consolidation
projects has hindered

IT planning efforts.

DOA has not worked with
agencies to ensure the
adequacy of project
planning standards.

DOA'’s focus on server and e-mail consolidation since

November 2003 has also hindered its ability to collaborate with
other agencies in planning large IT projects. Given limited resources
and significant other IT responsibilities, it is important for DOA to
carefully prioritize IT work and focus on those agency projects that
are at greatest risk of failure.

While DOA may not currently be well-positioned to provide direct
project planning support, it could offer indirect support by
collaborating with other agencies to develop planning standards.
DOA has not actively done so in the past, but the IT Directors’
Council, an independent advisory group that consists of IT
managers representing each agency, is currently doing so. While
improving and standardizing project planning will not eliminate all
difficulties, it may improve the reliability and consistency of initial
cost estimates and project time lines.

A particular concern in project planning has been the extent to
which agencies customize or develop software. Off-the-shelf
software that is sold as a finished and commercially tested product
can be readily implemented if it meets project needs, and more
readily maintained because the vendor employs staff to make
upgrades, resolve problems, and address users’ questions or
concerns. In contrast, both the initial and the ongoing costs of
software that is customized or developed to unique specifications
are difficult to control: additional programming increases short-term
costs, while the difficulties inherent in maintaining specialized
software increase costs in the long-term.

Because off-the-shelf software may not include all functions needed
to fulfill program requirements, some customization may be needed,
or there may be no options other than new software development.
However, to better control costs, agencies” project planning could
seek to limit both practices by:

* reviewing business processes to ensure that only
software functions necessary to meet the essential
program requirements are developed; and

* routinely determining whether off-the-shelf
software that will meet the agency’s needs is
available or under development.

Industry best practices suggest that agencies involve users in the
development of project specifications to ensure that finished systems
projects meet the needs of those who will use them. However, a
rigorous process is necessary both to ensure that functions sought by
program staff are truly necessary to meet essential program
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requirements, rather than costly enhancements that will minimally
improve performance, and to ensure that IT managers and technical
staff, who best understand the cost and complexity of delivering
various functions, fully understand and take into account the needs
of end users so that productivity is not hampered.

DWD'’s experience with SUITES and EnABLES suggests some
agency efforts to limit software development or customization have
been inadequate. On these projects, program staff sought increased
customization, which DWD and its contractors worked to deliver
without DWD fully recognizing the short- and long-term costs.
Some agencies have established procedures to limit customization.
For example, DOA has implemented a formal process to limit
customization of the Oracle/PeopleSoft software for its IBIS project.
In addition, for its Wisconsin Income Processing and Audit System
(WINPAS) project, DOR limited customization of off-the-shelf
software by forming a team of management and staff that met every
two weeks to approve or reject requests for customization.
Considering these factors, we believe agency leaders must establish
an active presence in the planning process for large, high-risk
projects.

M Recommendation

We recommend the Department of Administration, in collaboration with
executive branch agencies and the IT Directors’ Council, establish
planning standards for large, high-risk projects and report to the Joint
Legislative Audit Committee by October 1, 2007, on progress in
developing standards that require:

= g consistent, formal, documented review of business
processes that allows an assessment of the
adequacy of available off-the-shelf software and
measures the costs and benefits of software
customization before development is initiated;

= complete project specifications before software
customization or development is initiated;

»  project costs and time lines that are documented as
part of the planning process, linked to specific
deliverables, and updated when changes to the
project plan occur; and

= adequate review of complex deliverables, such as
database conversions or programming changes
required for software to function within an agency’s
current operating system.
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DOA has not established
monitoring criteria or
quantifiable methods for
measuring project
progress.

Monitoring and Evaluating Progress

Although it is required by s. 16.977, Wis. Stats., to develop methods
for monitoring, controlling, and evaluating progress on IT projects,
including performance measurements, DOA has neither established
criteria to identify the projects most in need of monitoring nor
established quantifiable measures for use in evaluating progress
toward well-defined project goals. Consequently, DOA’s
oversight—particularly of large, high-risk projects—has not been
effective.

As noted, the federal Office of Management and Budget has
developed monitoring and performance criteria for federal IT
projects. They include establishing clear project expectations and
accurate scheduling estimates, and maintaining both project costs
and project schedules within 110.0 percent of those estimates. DOA
should consider these standards when establishing its own.

We also believe DOA should give more consideration to how it can
best identify and help agencies experiencing difficulties with large,
high-risk projects. Options could include developing a specialized
response team, but routine monitoring may also help agencies avoid
situations in which significant expenditures and delays are incurred
before a project is canceled.

¥ Recommendation

We recommend the Department of Administration report to the Joint
Legislative Audit Committee by October 1, 2007, on its progress in
developing a plan to enhance IT project monitoring by:

= establishing standardized, quantifiable project
performance measures for large, high-risk projects;

» implementing policies and procedures for routine
monitoring of these projects;

= developing a formal process for modifying project
specifications when doing so is necessary because of
changes in program requirements; and

= developing methods for recovering or discontinuing
projects that are failing to meet established
performance measures.



Legislative oversight has
occurred primarily during
the biennial budget
process or through the
Joint Commiittee on
Finance.
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Legislative Oversight

Historically, legislative involvement in the IT projects of executive
branch agencies has primarily occurred during the biennial budget
process. For example, funding for DOR’s Integrated Tax System was
approved in 1997 Wisconsin Act 27, the 1997-99 Biennial Budget Act.
Given that project’s size and complexity, the Legislature also
required DOR to provide status reports to the Joint Committee on
Finance in FY 1997-98 and FY 2000-01. In June 1998 and July 2000
meetings held under s. 13.10, Wis. Stats., the Committee
unanimously approved releasing project funds.

However, two other legislative oversight mechanisms have been
established in statutes but are not in use at this time:

* The Joint Committee on Information Policy and
Technology was created by 1991 Wisconsin Act 317
and is authorized, with the concurrence of the Joint
Committee on Finance, to require semiannual
reports from DOA on IT projects with anticipated
total costs of $1.0 million or more, including
estimated and actual completion dates, budgeted
and actual expenditures, and difficulties or delays
encountered by agencies. The Joint Committee on
Information Policy and Technology has been
inactive since the 2003-04 legislative session.

* The IT Management Board was created by
2001 Wisconsin Act 16, the 2001-03 Biennial
Budget Act, and is authorized to advise DOA in
the management of the State’s IT assets and
monitor progress on IT activities undertaken by
DOA or executive branch agencies. Its
membership includes the co-chairs of the Joint
Committee on Information Policy and Technology
and the Governor, who serves as chair, or their
designees. The IT Management Board was
inactive during the 2005-06 legislative session and
remains inactive.

Other state’s legislatures receive information about IT projects and
provide some level of monitoring and oversight. However, the
extent of legislative involvement varies widely. For example:

= The Kansas Joint Committee on Information
Technology may annually review budgets for all
IT projects that cost $250,000 or more; review cost
overruns that exceed 10.0 percent of budget or
$1.0 million, whichever is less; and advise
legislative committees on funding for IT projects.
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* The Arizona Information Technology
Authorization Committee includes legislators and
representatives of state agencies, local and federal
government, and the private sector. It may review
and approve all proposed IT projects for which
total costs to the State of Arizona exceed
$1.0 million, periodically review ongoing IT
projects, and suspend funding if it determines a
state IT project is at risk of failing.

* The Florida Technology Review Workgroup, a
legislative service agency, is authorized to
provide direct oversight of high-cost, high-risk, or
complex IT projects identified by the Florida
Legislature in its budget bill. It may also analyze
and make recommendations regarding agency
funding requests for IT projects, including
assessing the accuracy of estimated costs, need,
and ability to successfully implement the project.

We cannot conclude that increased oversight by the Wisconsin
Legislature would have prevented or reduced the severity of recent
project failures detailed in this report. However, given the scope of
recent problems, it may be appropriate to revisit the level of
oversight and public accountability that would be available if the
Joint Committee on Information Policy and Technology and the

IT Management Board were provided regularly scheduled reports
on major systems under development, or on those systems
experiencing cost overruns or significant delays.

M Recommendation

We recommend the Legislature consider reactivating the Joint
Committee on Information Policy and Technology and the IT
Management Board to enhance oversight of large, high-risk
executive branch projects.



Widespread use of the
master lease program to
finance software projects

began in March 1996.

Since the master lease
program’s inception,
executive branch
agencies have used it to
finance $294.5 million
in IT costs.
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Master Lease Program

Formal requests for master lease financing, including those for IT
projects, are approved by three DOA offices: the Capital Finance
Office, the State Budget Office, and the Secretary’s Office. DOA
agrees to pay project vendors upon invoice and agencies make
semiannual payments from their operating budgets to reimburse
DOA'’s debt service costs, generally over a period from three to
seven years.

Few, if any, requests for master lease financing of IT projects are
denied, because DOA staff meet with agency officials and make an
initial determination about whether projects are appropriate for
master lease funding before agencies submit the required detailed
written request. DOA IT, capital finance, and budget staff then
review projects further to determine whether they comply with
technical master lease requirements and whether they can be funded
within agencies’ operating budgets.

The first IT project financed under the master lease program was
DOA'’s purchase of mainframe computer equipment, which began in
September 1992. Beginning in January 1993, DOA used the master
lease program to finance development of WiSMART, the State’s
accounting software. However, widespread use of the master lease
program to finance software projects did not occur until March 1996,
when DOT used it to finance a portion of the redesign of the
Division of Motor Vehicles” computer systems, including RaTS
development.

Since the master lease program’s inception in 1992, executive branch
agencies have used it to finance $294.5 million in IT equipment and
systems costs, as shown in Table 33. Five agencies represent

91.0 percent of all master lease program activity.
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Table 33

IT Costs Financed under the State’s Master Lease Program
Through September 2006

Total Percentage

Costs of Costs
Agency Equipment! Systems? Financed Financed
DOA3 $140,113,100 $ 15,158,400 $155,271,500 52.7%
DHFS 2,332,700 38,101,600 40,434,400 13.7
DOR 12,199,200 28,022,800 40,222,000 13.7
DOT 3,187,400 16,965,400 20,152,800 6.8
DNR 10,313,500 1,870,600 12,184,000 4.1
DOC 2,286,800 6,067,300 8,354,100 2.8
DOJ 5,760,200 - 5,760,200 2.0
DWD 4,904,500 - 4,904,500 1.7
DFI 2,855,000 - 2,855,000 1.0
DPI 2,229,300 - 2,229,300 0.8
SWIB 1,000,000 - 1,000,000 0.3
Commerce 413,300 - 413,300 0.1
PSC 372,500 - 372,500 0.1
OCl 236,100 - 236,100 0.1
Tourism 68,800 - 68,800 <0.1
DATCP 43,500 - 43,500 <0.1
WTCSB 38,300 - 38,300 <0.1
Total $188,354,200 $106,186,100 $294,540,300 100.0%

' Includes personal computers, servers, and other hardware, as well as off-the-shelf software.

2 Includes projects that were primarily for software customization or development but that also may have
included some equipment purchases.

3 DOA’s IT equipment costs include $51.4 million it spent for BadgerNet implementation.

DOA has not developed  As shown in Table 34, the master lease program has financed
formal policies and 19 separate systems projects, including 11 projects for which six
procedures for ﬁna:.icing agencies owe $27.4 million in principal. However, because DOA has

IT systems projects. ¢ developed formal policies and procedures for financing IT
systems projects under the master lease program, and no formal
reporting requirements currently exist, it is difficult to determine
which projects have been financed, the amounts approved for
financing and repaid to date, and which vendors have received
payments. This information is maintained separately by DOA’s
Capital Finance Office, the Division of Enterprise Technology, and
agencies that are managing projects financed under the master lease
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program. A complete list of IT projects financed under the master
lease program is included as Appendix 4.

Given both the number and the costs of large software
customization or development projects financed under the master
lease program, and the program’s importance to agencies in need of
a capital financing mechanism for large IT projects, we believe it is
important for DOA to establish clear guidelines governing program
use, to improve monitoring and increase the likelihood that financed
projects will be successfully completed.

Table 34

Systems Projects Financed under the Master Lease Program

Projects Debt Service Costs Debt Service Costs Principal

Agency Financed Repaid in Full Repaid in Part Owed’

DOR 5 1 4 $11,611,600
DHFS 3 0 3 6,307,000
DOT 2 1 1 3,865,300
DOA 6 5 1 3,825,000
DOC 1 0 1 1,808,600
DNR 2 1 1 4,500
Total 19 8 11 $27,422,000

' Through September 2006.

¥ Recommendation

We recommend the Department of Administration report to the Joint
Legislative Audit Committee by October 1, 2007, on its progress in:

= establishing policies and procedures for use of the
master lease program to finance IT system costs, as
well as for monitoring IT systems projects financed
under the program; and

= creating an annual report on IT systems projects financed
under the program that, at a minimum, includes:

o the amount of financing approved during the
previous fiscal year;
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UW System canceled
APBS in July 2006, after
spending at least

528.4 million.

The inability of

UW institutions to
standardize business
processes contributed
significantly to APBS
implementation
difficulties.

o specific projects for which financing has been
approved, and amounts approved;

o principal and interest paid by agencies on
projects for which debt is outstanding, compared
to total financing originally approved; and

o projects for which all debt has been repaid
during the previous fiscal year.

UW System Projects

UW System was excluded from our review, which focused on
enhancing DOA’s oversight of executive branch agencies” IT
projects. UW System is largely exempt from such oversight under

s. 16.971, Wis. Stats. However, legislative oversight of UW System is
authorized in s. 13.58(5)(b)(3), Wis. Stats. Therefore, to address
legislative concerns about UW System’s management of one large IT
project, we reviewed its unsuccessful efforts to replace software for
managing human resources.

In June 1999, UW System completed a study to determine best
practices for replacing its human resources system, which was
expensive to maintain and no longer met the needs of individual
institutions. A request for proposals was issued in January 2000, and
Lawson Software, Inc., an international software and

consulting firm, was selected to provide software for the new
Appointment, Payroll, and Benefits System (APBS).

As shown in Table 35, UW System had estimated that APBS would
be implemented in January 2005 at a cost of $19.7 million. Instead,
the project was canceled in July 2006, after at least $28.4 million had
been spent. However, this amount excludes significant staffing costs
incurred by individual UW institutions, for which neither the
institutions nor UW System has separately accounted.

A UW System best practices study had recommended several
important steps for ensuring the project’s success, including
modifying institutions” business processes before developing the
new system, purchasing off-the-shelf software, and limiting
customization. However, UW institutions could not agree on
modified and standardized business processes, and the Lawson
software was customized to such an extent that it resembled the
system that was being replaced.
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Table 35

APBS Development Time Line

Date UW System Action

June 1999 Completed a study outlining best practices for APBS software implementation and determined it
would proceed with the project

January 2000 Issued a request for proposals for the purchase of software for APBS

May 2001 Signed contract with Lawson Software, Inc., for software purchase and consulting services

July 2002 Estimated the APBS project would be completed in January 2005, at a cost of $19.7 million

May 2003 Released internal assessment identifying initial problems with APBS functions

November 2004 Released external assessment identifying significant problems with APBS

January 2005 APBS did not meet testing criteria

February 2005 Report commissioned by UW System estimated the total cost to implement APBS to be between
$55.6 million and $62.6 million; placed APBS project on hold, but retained some project consultants

September 2005 Completed assessment estimating additional costs of between $4.9 million and $6.3 million to resolve
APBS deficiencies for UW-Madison alone

October 2005 Completed assessment to determine if implementation of Oracle/PeopleSoft software would be a
viable alternative to continuing APBS project

July 2006 Canceled APBS implementation after spending at least $28.4 million on the project;

signed licensing and service agreement for Oracle/PeopleSoft human resources and procurement
software

Two project management consultants commissioned by UW System
identified several additional difficulties with the project:

* the project plan was incomplete;
* the budget was not linked with the project plan;

* the project manager did not have adequate
experience;

* communication among project managers and
UW System leadership was inadequate; and

* human resources and payroll and benefits experts
were placed in project positions that required IT
expertise.
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UW System has not
findlized its plans to
modify and standardize
UW institutions’
business processes.

The Legislature could
require additional
reporting to improve
coordination of the UW
System and IBIS projects.

By the time UW System released the first external review of APBS in
November 2004, it had already spent an estimated $20.2 million, or
2.5 percent more than its original cost estimate, although the project
was not close to being completed. A February 2005 review estimated
the final cost to implement APBS could exceed $60.0 million.

At that time, UW System suspended work on the APBS project, and
the UW System President, in consultation with the chancellors,
commissioned a study to determine whether Oracle /PeopleSoft
software could be a viable alternative. Implementation of APBS was
canceled in July 2006, and UW System announced it would proceed
with the purchase and implementation of Oracle/PeopleSoft
software to support both its human resources and procurement
functions. UW System currently uses Oracle software products for
its financial and student data systems.

We note that UW System has not finalized its plans to modify

and standardize UW institutions” business processes, which

will be an important step in limiting the customization of the
Oracle/PeopleSoft software and avoiding the significant difficulties
experienced with the APBS project. In addition, because DOA has
purchased and is customizing Oracle/PeopleSoft for use with IBIS,
it will be important for DOA and UW System to coordinate the two
projects to ensure that the resulting systems are capable of
producing consistent management information on staffing,
procurement, and expenditures that can be readily coordinated,
analyzed, or compared.

In March 2007, an internal UW System audit report recommended
providing the Board of Regents with an inventory of IT projects under
development, as well as regular status reports on these projects. In
light of the significant costs, complexity, and importance of both the
UW System project and DOA’s IBIS project, additional legislative
oversight may also be appropriate. Section 13.58(5)(b)(3), Wis. Stats.,
authorizes the Joi