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Executive Summary
The Oregon Department of Forestry (ODF) utilizes an in-house developed procurement management/purchase order system called the Forestry Order System (FOS) which was written in PowerBuilder (version 6.5).  The current system functions as an accounts payable system, which allows purchases to be entered for payment, but does not have the capability to track purchases from requisition to receipt of goods and/or services.  It also does not integrate with the current Oregon Procurement Information Network (ORPIN) which is the statewide system used for contract reporting and managing.  Additionally, the program has not been enhanced over time, causing the Agency to experience challenges in the areas of system operability (process, data and reporting), security, integration, and support and maintenance.  As the application continues to age, ODF is concerned about the ongoing operability of the program given that the system has gone beyond its lifecycle expectancy.  Because the current system was written in a programing language that is no longer mainstream in the technical world and ODF IT staff are not skilled in using PowerBuilder, ODF struggles with making enhancements.  The one major change that has been made to the system in the last few years has been an upgrade of PowerBuilder to version 12.0.  This was done by a contracted firm so that the system could be used with Windows 7.  No additional enhancements or changes were made to the program.  

As part of the 2013-2015 budget submission process, the Department prepared a proposal for a new Procurement/Settlement system.  We were informed that DAS would be rolling out a new system (ORPIN 2.0) to replace the current ORPIN system which would have enhanced procurement features along with integrated settlement processes.  ODF withdrew its POP for the 2013-2015 biennium and began to work with DAS and other agencies to design, purchase and implement ORPIN 2.0.  Long after the time we would have been able to include a new POP for the 2013-2015 budget cycle this project was cancelled, which left ODF with its outdated payment system that does not give us the controls nor integration we need from a procurement system.

As part of the 2015-17 budget submission process, the Department submitted POP #180 which was included in the Governor’s Recommended Budget.  The 2015 Legislature directed the Agency to do additional groundwork, then come forward with a funding request during the 2016 Legislative Session.  The work directed by the Legislature included assignment of a project manager and development of a detailed business case and foundational project management documents. The Agency was also directed to acquire the services of a quality management services contractor to conduct an initial risk assessment and quality control review of the business case and foundational project management documents.
ODF’s procurement process, which includes FOS and ORPIN, is a partially manual, partially automated group of systems and processes that do not meet the needs of the Agency for internal controls, reporting, contract development and management, nor document storage and retrieval.  Many of the controls built into FOS have since become unusable due to changes in the business practices of the Agency, the state and business in general.  We have developed workarounds for the security controls and approvals that we need, but these involve many hours of additional work and time-consuming duplication of efforts.  The FOS system is sometimes unavailable in the more remote areas of the state, which creates frustration for offices that need to enter payments.  

ODF has launched a project to review its existing procurement process with the long-range goal of replacing its myriad of current procurement and payment systems with one integrated commercial solution.  ODF is working with LFO, the Office of the State CIO, Strategic Technology Officers (STOs) and a number of other state agencies in collaboration to look at a system that could meet all of our needs.  This project has become known as the ORBUYS Project.  The other agencies involved in this shared service solution include the Secretary of State, Department of Human Services/Oregon Health Authority, Education, Administrative Services, Consumer and Business Services, Judicial, Revenue, and Fish and Wildlife.  

We have begun the requirements process, which is the determination of the Agency business processes and rules, and the system requirements that support these processes and rules.  This includes the building of a Request for Proposal (RFP) that will bring in the best systems available to be compared and contrasted, coming up with the system that provides best practices and meets the needs of all agencies and the state as a whole.  Forestry would then implement this selected solution before the end of the current biennium.  
The Agency has hired a quality management services contractor to conduct a risk assessment and other related project reviews.  With this business case, the Agency is asking for Stage Gate II approval.   Once the funds are approved and received, ODF will start work developing a detailed implementation plan for Stage Gate III approval.  The funds, if approved, will be used for the project implementation after a vendor contract is executed as expected in September 2016.

The proposed investments in the Forestry Procurement System (FPS) project are aligned with achieving Agency strategic and operating goals.  The majority of the investment’s benefits are “soft” in nature, including significant risk reduction in areas of stabilization of the technical environment, data loss prevention, and elimination of redundant data and processes, but there is also a hard cost that will be eliminated due to the implementation of the new system.  These hard cost savings are outlined in the table on page 14 below.  Bottom line projection is that the new process would save approximately $317,000 per year.  The payback of the investment of $1,817,800 would take about 6 years.  
This project is anticipated to be funded in part by General Fund with matching funds from the programs of the Agency. 
The business case clearly outlines what is known today in terms of the risks, impacts, costs and benefits of both the base case (or the “as is” current state) and the alternate (or proposed) case.  Given the benefits of the project, including the reduction of risks, the expansion of controls, and the increase in efficiency and effectiveness in the procurement processes, ODF recommends moving forward with the Commercial-off-the-shelf (COTS) solution as outlined in this business case. 

Purpose and Background

Purpose

This business case is being proposed to acquire a fully functional procurement-to-payment (P2P) system that will allow for all business rules and controls to be in place for the Department of Forestry (ODF) to manage its procurements from start to finish.  The system will have the proper controls in place to help manage the risks associated with a contracts, procurements and payables system.  It will replace the current Forestry Order System (FOS) and the ancillary spreadsheets and databases used to track contracts and make payments to vendors.
Background

In the 2003-2005 biennium, the Agency conducted a comprehensive review of the Agency’s core operational processes and supporting business systems (collectively known as the Forestry Business Improvement Initiative or FBII), in order to identify areas of critical need, and to establish priorities for both short-term and long-term improvements.  As part of that effort, the Agency’s Procurement and Payment processes were identified as being in the top 5 processes in need of improvement.  
Due to limited investment in technology infrastructure and positions, most of the Agency’s core business processes and systems date back to the 1960’s and 1970’s, with little budgetary investment in improvements. As a result of this lack of funding over time, most of the Agency’s business solutions have been developed in outdated technologies which no longer leverage advancements in institutional knowledge, corporate data, and changes in technology and information technology infrastructure.  To support the operational needs of the business, a myriad of Microsoft Access and Excel adjunct systems have been compiled to support successful completion of data capture and reporting needs. However, all of these systems compile data in a programmatic, rather than global, entire Agency perspective.  This results in duplication of effort, and an inability to leverage corporate data across the Agency.  As a result, current Agency business processes remain steeped in manual methods, which are inefficient, redundant, and do not generate effective or timely information to support decision making by upper management as well as field managers.
In the 2011-2013 biennium, the Agency re-prioritized its remaining areas of business and system needs, and the Procurement and Payment processes and systems remained as a critical need for the Agency.

In the 2013-2015 biennium, the Agency developed a POP to be submitted to the Legislature, but the Department of Administrative Services rolled out a project to replace ORPIN (Oregon Purchasing Information Network).  It was to be known as ORPIN 2.0.  It included a settlements process that would replace ODF’s Procurement and Payment processes and systems.  We withdrew this POP per instructions from DAS.  Then the ORPIN 2.0 project was scrapped a short while later, and we were left with the ill-suited and antiquated Forestry Order System (FOS).  

As part of the 2015-17 budget submission process the Department submitted POP #180 which was included in the Governor’s Recommended Budget.  The 2015 Legislature directed the Agency to do additional groundwork, then come forward with a funding request during the 2016 Legislative Session.  The groundwork directed by the Legislature included assignment of a project manager and development of a detailed business case and foundational project management documents. The Agency was also directed to acquire the services of a quality management services contractor to conduct an initial risk assessment and quality control review of the business case and foundational project management documents.

The Agency’s current accounts payable system utilizes an antiquated program that was built in a legacy version of PowerBuilder.  Because the program has not been kept up-to-date several challenges have been created for the Agency, which include the following:

· The system only allows a purchase to be entered for payment, and does not have a process in place to manage the purchasing process from requisition to receipt of goods and/or services.  
· The Agency must maintain data in two separate systems, one for contract preparation and management and one for the payment for goods and services.  These two systems are not integrated and a large amount of data must be entered twice.  
· As DAS has delegated the areas of contracting, purchasing and payroll processes to agencies over time, the Agency’s procurement-related workload, and the complexity of that work, has increased, and the existing legacy system cannot accommodate these demands.
· The ever increasing mandates from DAS relating to the use of purchasing cards, and the associated processes and training to facilitate the use of those cards, has had to be addressed through manual workarounds because the current system is not flexible enough to accommodate these changing business processes.
· ORPIN has the potential to improve and coordinate the state's contracting processes, but the requirements for registration and OMWESB considerations have complicated and increased the number of procurement processes and the existing system is not able to integrate and maximize use of the ORPIN system.
· The current system is more of a payment, rather than procurement, system and the Agency is not able to strategically plan procurements on an Agency level, which generates audit and cost containment concerns.   

· Because of the fragmentation described above, the current system does not have and is unable to accommodate the internal controls necessary to achieve a safe level of risk in our procurements.

· The current system is fragile, and unable to be enhanced to meet current or future Agency needs.  

· PowerBuilder is technology that cannot be supported internally by Agency staff.  The Agency relies on contracted resources to maintain the system, and it has become increasingly more difficult to find consistent and reliable contracted resources to maintain the system.  Consequently, there is concern that the Agency may not be able to support the application at all in the near future and there is a risk of a catastrophic failure at any time.
· ODF’s Purchase Order Program was run on PowerBuilder version 6.5.  This version would not have functioned optimally on a Windows 7 platform, which the Agency migrated to in fiscal year 2012-2013.  Since ODF did not have the PowerBuilder expertise in-house to make the modifications necessary to upgrade the program to the latest version, we contracted to have it upgraded to version 12.0.  This has stabilized the program but has not enhanced it or created any new functionality, as we still do not have nor do we plan on having resident experts with this programming knowledge.  As such, it is very expensive to have any upgrades done to the system.

The current ODF procurement process is summarized – at a high-level – below:

· Field staff decide to purchase a good or a service.  

· If the item being purchased is not on a contract or the value of the purchase is greater than $5,000, the field staff need to work with the procurement office to develop a contract for the purchase.  

· As part of this procurement activity, purchases over $5,000 must be posted to the ORPIN system and the actual purchase process completed after this competitive process has been completed.

· For purchase less than $5,000 or items that are to be acquired under contract, field staff contact the selected vendor and purchase the items.

· Purchase officers review all Purchase Orders for less than $5,000 after the local procurement activity has been completed.

· If the item is on contract or is below $5,000 or is an emergency fire purchase, the Field staff contact the vendor and purchase the item.

· Field staff log onto the FOS program and enter a purchase order to match the invoice they have received from a vendor.

· A physical, written approval signature is required on the purchase document.  

· Upon completion of all purchasing activity, field staff forward the purchase documents with the associated invoice(s) and packing slips to the central office.

· Complete packages of purchase documents are forwarded to the Accounts Payable (A/P) staff for payment processing.  The A/P staff verify the approval signature on the purchase document and confirm that the ordered items have been received.  They look online to make sure that the correct coding for the items have been entered and that the invoice matches the amounts entered on the PO.  

· When the system was built, some additional features were built into it for online approvals of items like capital purchases, federal funds expenditures, fire-related expenditures, travel meals expenditures, expendable property, etc.  Over the years most of these approvals have become obsolete or broken because of changes to the coding structure within SFMA for objects, projects and programs.  The related approval criteria are not able to be updated within the FOS system.  This is due to not having staff that are trained to make these updates.   So when these broken approvals are required, they are checked off by A/P staff.  This creates more unneeded process steps.  

· Where the appropriate approval signatures are missing, the A/P staff contact the staff person responsible for the purchasing activity to correct the missing information.  The delays inherent in having A/P staff intervene manually in this and other ways delay payment for the purchased items.

· All purchase documents are reviewed by A/P staff and they are then transformed into a voucher document within the system.  These voucher documents are then reviewed by the A/P Coordinator who releases them into a batch which is uploaded via FTP to the SFMS server for remittance.

· The paper documents, which include the PO, the voucher, the invoice and any other back-up documentation, are then put together and filed in a cabinet where they are kept for 6 years to meet archive rules.  
Problem or Opportunity Definition

Current Agency business processes are steeped in manual and traditional methods that are inefficient and redundant when considering current operational requirement and priorities.  The current processes and systems date back to the 1990s with little improvement (due to budget constraints) over time.  As a result of this lack of funding over time, many business solutions have been developed from a programmatic, rather than global, entire Agency perspective.  This creates duplication of effort and often an inability to leverage institutional knowledge, corporate data, and changes in information technology and infrastructure. Because of this situation, there is duplication of information that, in addition to being inefficient, can restrict information required to support decision making by upper management as well as field managers.

Currently the Agency has an antiquated program that allows a purchase to be entered for payment, but has no systems in place to manage the purchasing process from requisition to receipt of goods and/or services.  The current accounts payable program is written in a programming language that is not supported by the IT staff, and as the application ages it is more difficult for contractors to maintain it, let alone enhance it to meet the current or future needs.
Business processes and needs have significantly changed over the last twenty years.  Some of the relevant changes that have affected the way that ODF does business are:
· Complexity and an increased workload as a result of significant decentralization from DAS to agencies in the areas of procurement, contracting, purchasing and payroll processes, and the ever increasing mandates from DAS relating to internal training requirements in these areas, e.g., increased use of purchasing cards and mandated processes and training to facilitate that use, and OMWESB considerations have complicated and increased the procurement timelines.

· We currently process over 250,000 financial transactions per year (not including payroll).  The need for improved internal controls has challenged our current business systems, and without modernization and system improvements, we cannot achieve the appropriate or desired level of control and service delivery.
· The need for transparency and reporting of transactions to legislative and other rulemaking bodies has increased over the last few years.  ODF has not been able to completely meet these requirements in a cost effective, efficient manner due to the archaic methods of storage we have for our documents.  The costs have been substantial to comb through the different programs and databases as well as paper copies of documents to put the correct pieces together for these types of requests. 
· Many vendors are able to send invoices electronically.  We are not able to accept these into the system.  We must print out the invoices and store them with a paper copy of the purchase order and voucher.  At present we have approximately 650 cubic feet of stored files for the last three years.  We do not have the space to keep any more than that in our facility and have to store the rest in a warehouse on our property or send them to Secretary Of State Archives at a cost over $5,000 per year.  This also adds to the difficulty and delay in reporting and using the data as we have to request the paper copies for any documents we need.   
Alternatives Analysis 

Overview

This proposed investment will overhaul how ODF processes and manages contracts and procurements, and makes payments to vendors who have supplied goods and services.  It will allow personnel to enter and view procurements from requisition to payment.  It will interface with the current statewide systems that the Agency must use, ORPIN and SFMS.  It will allow reporting on each step and all details of procurements throughout the entire process.  It will have the proper controls in place to assure ourselves of the effectiveness and efficiency of procurement activities, as well as the reliability of our financial reporting and compliance with applicable laws and regulations.    This proposed investment is based on the work currently being done by the ORBUYS project.  Forestry is one of the eight agencies that is participating in this project to procure an end-to-end procurement system.  

Alternatives Identification

There are two alternatives we will be looking at for this exercise:   

1. Business as usual – continue with the systems we have in place.

2. Commercial Off-the-Shelf (COTS) 

Each of these will be evaluated below.

Alternatives Analysis

Business as Usual

In the base case, ODF would continue operating as usual, and the information systems would not change. 

Assumptions 

The following assumptions have been made in conjunction with this “business as usual” base case.  Each has been assigned a high, medium, or low sensitivity factor which indicates the probability to which the assumption would cause the project to fail, or incur delays, if the assumption turned out not to be true.
	ID#
	Assumption
	Sensitivity Factor

	
	
	High
	Medium
	Low

	1
	The current FOS system will continue to operate and remain functional over time
	X
	
	

	2
	ODF will be able to operate at the same capacity used for estimating the “business as usual” base case model if subject to budget reductions
	
	X
	

	3
	ODF will need to respond to information requests quicker, and with greater level of detail in the future without the ability to add additional capacity
	X
	
	

	3
	It is too cost-prohibitive to update the existing system
	X
	
	

	4
	It is not cost-effective to maintain the system
	
	X
	


Risks

The following is a list of the risks that may be encountered, as well as their relative probability (P), and perceived impact (I) on a high-medium-low rating scheme.  As the project is still in the planning phase, a full detail of the risks and associated mitigation plans has not yet been developed.
	ID#
	Risk Description
	Probability
	Impact

	Business Risks

	1
	Ongoing manual workarounds that have the potential to increase the risk of error
	High
	High

	2
	Continuation of inefficient business processes, data duplication and an unstable system environment
	High
	High

	3
	System limitations limit the ability to change workflow processes, and the result is an inability to respond to changing business requirements
	High
	Medium

	4
	System failure would impact the operations of the Agency, not allowing for the payment of needed goods and services
	High
	High

	5
	Business analysis and reporting capabilities remain difficult and time consuming
	High
	High

	6
	Reduced staff productivity
	High
	High


Cost

The costs of maintaining the “business as usual” base case model is the continued cost of the work-arounds and controls that have been put in place that increase the workload and decrease the effectiveness and efficiency of the users of the system.  We would continue to maintain the files of hardcopies of the purchase documents.  We would continue to incur costs for storage of files with the SOS Archives Division.  

	CURRENT STATE (BASE CASE) SCENARIO COSTS

	FY 2016 through FY 2019
	
	Project and Implementation
	
	Operations, Maintenance, Ongoing Support
	
	Total
	
	%

	$ in 1,000's
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Personal Services
	Salaries & Benefits
	
	$0.0 
	
	$5,708.6 
	
	$5,708.6 
	
	96.9%

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	 
	
	

	Services & Supplies & Capital Outlay
	State Data Center
	
	$0.0 
	
	$60.0 
	
	$60.0 
	
	1.0%

	
	Software
	
	$0.0 
	
	$60.0 
	
	$60.0 
	
	1.0%

	
	Hardware
	
	$0.0 
	
	$0.0 
	
	$0.0 
	
	0.0%

	
	SOS Archives costs
	
	$0.0 
	
	$20.0 
	
	$20.0 
	
	0.3%

	
	QA Services 
	
	$0.0 
	
	$0.0 
	
	$0.0 
	
	0.0%

	
	IT Professional Services
	
	$0.0 
	
	$40.0 
	
	$40.0 
	
	0.7%

	
	
	
	
	
	
	
	 
	
	

	
	Total 
	
	$0.0 
	
	$5,888.6 
	
	$5,888.6 
	
	

	
	%
	
	0.0%
	
	100.0%
	
	
	
	100.0%


Commercial Off-the-Shelf (COTS)
In the second alternative, ODF would purchase a software product (COTS) that would be housed on SDC servers and maintained by ODF IT that meets the needs of the Agency for the procurement process. 


Assumptions 

The following assumptions have been made in conjunction with this case.  Each has been assigned a high, medium, or low sensitivity factor which indicates the probability to which the assumption would cause the project to fail, or incur delays, if the assumption turned out not to be true. 

	ID#
	Assumption
	Sensitivity Factor

	
	
	High
	Medium
	Low

	1
	ODF will need to respond to information requests quicker, and with greater level of detail in the future
	
	
	X

	2
	ODF does not have the in-house expertise and time to develop a new system with existing staff
	
	
	X

	3
	Changes to current business process will be evident from the requirements of the software chosen
	X
	
	

	4
	Some systems and data may not be able to interface “seamlessly” or “automatically” without human intervention
	
	X
	

	5
	Information Technology staff may need to learn new skill sets
	
	
	X

	6
	Administrative overhead for maintaining a new system will be reduced for program staff, and should remain the same or could increase somewhat for IT staff
	X
	
	

	7
	Fire season may hamper personnel resources
	
	X
	

	8
	Cost of operations will be decreased
	
	
	X

	9
	System licensing costs will remain static, and system maintenance costs will shift from external to internal – thereby increasing the required level of internal IT resources 
	
	
	X

	10
	Vendors may not be able to meet all project needs
	
	X
	

	11
	Vendor resources may change
	
	X
	

	12
	Involvement of both Field and Program staff is required through all phases of the project for success
	X
	
	

	13
	Executive sponsorship is needed for successful completion
	X
	
	



Risks

The following is a list of the risks that may be encountered, as well as their relative probability (P), and perceived impact (I) on a high-medium-low rating scheme.  As the project is still in the planning phase, a full detail of the risks and associated mitigation plans has not yet been developed.

	ID#
	Risk Description
	Probability
	Impact

	Business Risks

	1
	Resistance to business process changes
	Medium
	Medium

	2
	Limited training resources
	Low
	Medium

	3
	Limited ability to integrate processes & procedures across business units
	Low
	High

	Organizational Risks

	4
	Lack of resource availability, including budget and staff
	Medium
	High

	5
	Lack of expertise and time for IT staff
	Medium
	Medium

	6
	Lack of executive & staff support for proposed changes
	Low
	High

	7
	ODF unable to manage a projects of this size & complexity
	Low
	Medium

	8
	ODF unable to oversee and manage COTS vendor staff
	Low
	Medium

	9
	ODF doesn’t have enough time to complete the project
	Low
	Medium

	Technical Risks

	10
	Agency-wide integration may not be feasible
	High
	Medium

	11
	Data Migration not feasible
	High
	Medium



Cost

The costs for the purchase, implementation and ongoing operations, maintenance and support for the system through the 2017-2019 biennium is laid out in the table below:

	PROPOSAL SCENARIO FOR COTS

	FY 2016 through FY 2019
	
	Project and Implementation
	
	Operations, Maintenance, Ongoing Support
	
	Total
	
	%

	$ in 1,000's
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Personal Services
	Salaries & Benefits
	
	$567.0 
	
	$4,027.4 
	
	$4,594.4 
	
	67.3%

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Services & Supplies & Capital Outlay
	State Data Center
	
	$0.0 
	
	$30.0 
	
	$30.0 
	
	0.4%

	
	Software
	
	$287.2 
	
	$30.0 
	
	$317.2 
	
	4.6%

	
	Hardware
	
	$0.0 
	
	$0.0 
	
	$0.0 
	
	0.0%

	
	License
	
	$690.0 
	
	$900.0 
	
	$1,590.0 
	
	23.3%

	
	SOS Archives costs
	
	$0.0 
	
	$0.0 
	
	$0.0 
	
	0.0%

	
	QA Services 
	
	$115.0 
	
	$0.0 
	
	$115.0 
	
	1.7%

	
	IT Professional Services
	
	$158.7 
	
	$20.0 
	
	$178.7 
	
	2.6%

	
	
	
	
	
	
	
	
	
	

	
	Total 
	
	$1,817.9 
	
	$5,007.4 
	
	$6,825.3 
	
	

	
	%
	
	26.6%
	
	73.4%
	
	
	
	100.0%


Benefits Analysis

The following table depicts the overall business benefits of the Base Case and Proposed Investment.  Applying financial metrics and attempting to quantify the perceived benefits would produce metrics of marginal validity.  As a result, the following business benefits are instead rated on a “high, medium or low” value scale.  Note that the benefits are the same or directly support the strategic goals previously identified.

	BUSINESS BENEFITS
	
	

	ID #
	Benefit Description
	Base Case
	COTS Case

	1
	Supports critical information requirements
	Low
	High

	2
	Improves access to information
	Low
	High

	3
	Reduces risk and exposure to the ODF
	Low
	High

	4
	Supports internal audit controls
	Low
	High

	5
	Achieves policy objectives
	Medium
	High

	6
	Supports Legislative or regulatory compliance
	Low
	High

	7
	Accommodates customer needs
	Low
	High

	8
	Procurements processed faster
	Low
	High

	9
	Has significant public relations value
	Low
	High

	10
	Supplies information effectively
	Low
	High

	11
	Information requests processes faster - enhanced customer satisfaction and improved public  perception
	Low
	High

	12
	Supports field operations
	Medium
	High

	13
	Improves efficiency
	Low
	High

	14
	Eliminates duplication and redundant data entry
	No Value
	High

	15
	Utilizes staff effectively
	Low
	High

	16
	Streamlines processes
	No Value
	High

	17
	Supports multiple function areas
	Low
	High

	18
	Provides standardized, well defined & accessible information
	Medium
	High

	19
	Guarantees accountability
	Low
	High

	20
	Considers future information needs & reporting requirements
	Low
	High

	21
	Technology allows for expandability, adaptability
	Low
	High

	22
	Supports Agency technology vision
	Low
	High

	23
	Stabilizes the IT environment
	Low
	High

	24
	Improves system performance and reliability
	Low
	High

	25
	Supports data back-up and recovery
	Medium
	High

	26
	Supports shared services environment
	Low
	High

	27
	Provides new or improved service
	N/A
	High

	28 
	Security compliance with DAS requirements & best practices
	Low
	High


Conclusions and Recommendations

Conclusions

The true value associated with this project comes in the form of business benefits that are not easily quantifiable.   Overall this project is rooted in providing a modern, integrated information system that will provide a better customer experience and improve customer service and access to information.  It provides ODF with an integrated procurement and payment system that will allow all data and processes to be housed in one system. It will also benefit ODF by providing an Agency information system that minimizes data redundancy.  In addition it provides the following benefits:

a. The project demonstrates positive business benefits.  Overall, this business case demonstrates a high value to ODF in terms of improving operational effectiveness and efficiency  through items such as:  1) improved access, availability, accuracy and timeliness of information, some of which is not currently or easily available to stakeholders or management; 2) improved human capital investment through the strengthening and expanding the capabilities of staff; 3) improved operational performance due to greater integration among inputs and outputs; and 4) improved accountability through the improved collection and reporting of operational data.  

b. This project is advantageous from a cost perspective. The savings of time and materials associated with replacing the current system is projected to be about $337,000 per year or $674,000 per biennium.  Looking at this against the cost of the project, the return on investment would be about 6 years.  The table below shows the costs for the first year of operations after implementation contrasted to the same year in the current state.
	CURRENT STATE (BASE CASE) SCENARIO COSTS
	
	CURRENT STATE (BASE CASE) SCENARIO COSTS

	FY 2018
	
	
	Operations, Maintenance, Ongoing Support
	
	%
	
	FY 2018
	
	
	Operations, Maintenance, Ongoing Support
	
	%

	$ in 1,000's
	
	
	
	
	
	
	$ in 1,000's
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	 
	
	
	
	
	
	
	 

	Personal Services
	Salaries & Benefits
	
	$1,427.2 
	
	96.0%
	
	Personal Services
	Salaries & Benefits
	
	$700.0 
	
	60.9%

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Services & Supplies & Capital Outlay
	State Data Center
	
	$15.0 
	
	1.0%
	
	Services & Supplies & Capital Outlay
	State Data Center
	
	$0.0 
	
	0.0%

	
	Software
	
	$15.0 
	
	1.0%
	
	
	Software
	
	$0.0 
	
	0.0%

	
	Hardware
	
	$0.0 
	
	0.0%
	
	
	Hardware
	
	$0.0 
	
	0.0%

	
	SOS Archives costs
	
	$20.0 
	
	1.3%
	
	
	SOS Archives costs
	
	$0.0 
	
	0.0%

	
	License
	
	$0.0 
	
	0.0%
	
	
	License
	
	$450.0 
	
	39.1%

	
	QA Services 
	
	$0.0 
	
	0.0%
	
	
	QA Services 
	
	$0.0 
	
	0.0%

	
	IT Professional Services
	
	$10.0 
	
	0.7%
	
	
	IT Professional Services
	
	$0.0 
	
	0.0%

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Total 
	
	$1,487.2 
	
	
	
	
	Total 
	
	$1,150.0 
	
	


c.   This project is advantageous from a risk reduction perspective.  Due to the system age, instability and security measures, ODF stands to gain significantly from mitigating these very high business risks.  Without attention, these risks could result in system failure or data loss, which would cost the Agency significantly in terms of recovery efforts.

d. This project is advantageous from a security perspective.  Undertaking this project allows ODF to come into compliance with prior Secretary of State Audit notes that show deficient levels of user and system security for the FOS system.  This business case allows ODF to improve logical access controls for ODF’s procurement and payment processes, and thereby protect the database from unauthorized user access, which ultimately reduces vulnerability to comprises in data integrity and/or data loss.  This also allows the institution of data encryption as necessary.

Recommendations

ODF recommends implementing the proposed investment, which documents, optimizes and re-engineers current business practices, and ultimately implements a new technical solution for capturing, storing, tracking and reporting information related to the procurement of and payment for Agency goods and services.  

As discussed earlier, ODF has determined that buying a commercial-off-the-shelf product will best meet the Agency’s needs and minimize project risk.
Consequences of Failure to Act

Continuing with the Business as Usual alternative results in the perpetuation of an inefficient, ineffective and cumbersome system that will end up costing us money, time and resources.  We would continue to be unable to get good information that we need to be able to properly manage our purchasing function and report about it to DAS and the Legislature.  We would not have the data necessary to build the efficient contracts we need to do the work that the Agency excels at.  To continue with this system will cost us good people who get frustrated with not having the proper tools in place to do their jobs.  Finally, in this era of shrinking government agency budgets, we have an obligation to the people of Oregon to find efficiencies in our business processes.  The upfront investment in this project meets the desire to find longer term cost savings, increase process efficiencies and provide improved customer service.

Appendices and References

Exhibit A:  Risks & Contingencies

The following risks and contingencies have been identified for the Proposed Investment.

	ID #
	Risk Description
	Likelihood
	Contingency

	Business & Organizational Risks

	1
	ODF business staff may have resistance to, or feelings of uncertainty about, business process changes
	High
	Frequent communications and including staff in the requirements gathering, planning, design reviews and testing.

	2
	Agency-wide integration may not be feasible
	Medium
	Work closely with business partners to create a design that meets all needs.

	3
	Training resources will be a concern
	High
	Plan the training in segments, so that attendance is only necessary in the areas of each person’s business needs.  Offer more than one training session for the segments; provide choices to meet each person’s location and schedule.

	4
	ODF’s content experts will need to accurately document, design and test requirements
	
	Factor this into the timeline and project plan.

	5
	Migration of historical data to a new system may not be completely possible and data may be lost
	Medium
	

	6
	Elimination of manual processes could potentially displace existing staff resources
	High
	This can be mitigated by planning for the addition of potential business process change opportunities.

	7
	Processes may differ from the Districts and Salem office and they may not agree to a ‘unified’ business solution
	High
	Review design options, discuss technical possibilities, prioritize requirement importance and weight by the level of development resources needed.  Discuss and re-prioritize and develop group consensus.

	8
	ODF may not have the skill sets to manage a project of this size and scope
	High
	These skill sets will need to be acquired by hiring limited duration positions or training existing employees (if feasible).

	Technical Risks

	9
	ODF may not have enough resources to finish the project
	
	Plan, document and communicate during the RFP process and monitor closely.

	10
	ODF’s existing technical resources may not be available
	High
	Include time to train or acquire a contractor into the project timeline.

	11
	ODF may not have the required technical expertise
	High
	Develop technical skill sets via training or working side by side with contractors.

	12
	Certain system interfaces may not be possible due to system age and/or ODF’s lack of technical expertise
	Low
	Explore hiring another or more experienced technical support person to generate the interface file to other systems.

	13
	ODF may need to procure additional hardware
	Low
	Project cost will need to include any Contractor and solution costs, once known. 

	14
	Service level agreements may need to be established if in-house support is not provided
	Medium
	Include into overall project costs, once a vendor and solution is determined.

	15
	ODF’s in house IT resources are limited and may need to learn new skill sets.
	High
	If in-house IT staff is to maintain the new system, training will be planned and will include side-by-side shadowing with consultants/vendors.

	16
	If the new system/solution is maintained in-house, expertise will need to allow for future business process changes that may require system changes
	High
	This should be identified during the RFP and design activities.  If additional resources are needed this will need to be factored into the budget.

	17
	If contracted, Contractor roles will need to be clearly identified, documented, agreed to, and monitored.
	High
	This will be documented in the RFP and Statement of Work.
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