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MINUTES OF THE SENATE COMMITTEE ON WAYS AND MEANS.

The meeting was called to order by Senator August "Gus" Bogina, Chairperson,
at 11:07 a.m. on January 27, 1992 in Room 123-S of the Capitol.

All members were present except:
Senator Salisbury, who was excused
Conferees appearing before the committee:
Jean Turner, Director of Division of Information System and

Communications (DISC)
Secretary James Cobler, Department of Administration

The Chairman noted that the Department of Corrections had requested the
introduction of two bill drafts:

1 RS 1966 -- An Act concerning the state surplus property program;
relating to assessments by the director of the Kansas correctional
industries

1 RS 2219 -- An Act concerning support of patients at certain state

institutions; relating to inmates in the custody of the secretary

of corrections
Senator Harder moved and Senator Gaines seconded that bill drafts 1 RS 1966
and 1 RS 2219 be introduced. The motion carried on a voice vote.

A document from Legislative Research regarding state aid to local units of
government, Attachment 1, was distributed to members.

Secretary of Administration, James Cobler, introduced the director of
Division of Information Systems and Communications (DISC), Jean Turner, who
briefly reviewed Attachment 2 .. Secretary Cobler then distributed and
reviewed Attachment 3. The Secretary stated that he had asked for an opinion
from Attorney General Robert Stephan to insure that his decision to procure
an upgraded system was in compliance with his authority as Secretary of
Administration as specified by the 1991 Legislature. Upon request, he noted
that he would provide a copy of this documentation to committee members.

Senator Winter noted that his recollection of the directive from the Senate
Ways and Means Committee during the 1991 legislative session had been that
the department was not to purchase a new computer. He added that, at the
department's request, the Committee had provided a "pinhole" in the proviso
that would allow for repair. Secretary Cobler stated that he recalled
testifying that he would have to find used parts with which to repair the
computer. In answer to a question, the Secretary stated that he had not
called any legislator prior to deciding to purchase a $3.1 million computer.

Senator Winter noted that two firms had offered proposals in 1990 to update
the KFIS system at significantly less cost than the new computer. In answer
to a question, the Secretary stated that he reached a decision to purchase
a new system without consulting with either firm which made proposals to
upgrade KFIS because those proposals were not viable. Chairman Bogina
expressed concern that although $2.4 million of the KFIS project is financed
and will not be paid until 1996, the KFIS project has been shelved.

Senator Winter noted he had requested that legislative staff find a report
that he and Senator Michael Johnston had submitted in 1984 on computer
acquisition. He stated that the decision was made in 1984 and reaffirmed
every year since not to upgrade UNISYS. Therefore, the decision to procure
a new UNISYS computer in October was a rejection of decisions made by prior
administrations and current legislative directive. Senator Winter requested
that additional hearings be conducted on this subject with those persons who
participated in the decision-making as conferees.

In answer to a question, Sec. Cobler stated that he was aware of legislative
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interest in computer acquisition.

Secretary Cobler distributed a report, Attachment 4, prepared by the prior
DISC director and staff before the software was purchased. He noted that it
is a preliminary analysis comparing a number of packages within the then
existing KIPPS systenm.

Questions were asked about any litigation that might be filed against Peat-
Marwick and Main. The Secretary said that the Attorney General has been
reviewing this subject, but errors were made in the contract. He stated that
two $50,000 payments are currently being withheld.

The Chairman adjourned the meeting at 12:14 p.m.
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MEMORANDUM

Kansas Legislative Research Department

Room 545-N — Statehouse
Topeka, Kansas 66612-1586
(913) 296-3181

January 27, 1992 (Revised)

STATE AID TO LOCAL UNITS OF GOVERNMENT

Fiscal Years 1989-1993

Detailed data on state aid to local units of government are presented in the table
attached to this memo. Federal grants are not included. The table shows actual aid in FYs 1989-1991,
the estimates for FY 1992 contained in the Governor’s Budget Report to the 1992 Legislature (except
actual aid is shown for a few programs), and the Governor’s proposals for FY 1993 based on the
"current resources" budget. However, the text of this memo includes data on the enhanced budget for
school aid (based on a large amount of new revenue from expansion of the sales tax base, acceleration
of certain tax payments, and video lottery, and on a reduction of the targeted ending balance in the
General Fund).

The first part of the table deals with aid from the State General Fund (SGF) and the
second part with aid paid from numerous other state funds. For certain programs, one must look at
both parts in order to know the total amount of aid for those programs and the extent to which aid
has been shifted between the SGF and other funds.

State Aid From General Fund

State aid from the SGF increased by $66.8 million or 6.1 percent in FY 1991, but is
estimated to decrease by $7.0 million or 0.6 percent in FY 1992. For FY 1993, aid would increase by
$15.0 million or 1.3 percent under the current resources budget, and would increase by $232.0 million
or 20.0 percent under the Governor’s recommended school finance plan.

In relation to total expenditures from the SGF, state aid accounted for 46.4 percent in
FY 1989, 45.9 percent in FY 1990, 46.8 percent in FY 1991, an estimated 46.5 percent in FY 1992, and
46.6 percent in FY 1993 under the current resources budget and 50.8 percent with the Governor’s
school finance recommendations.

Not quite 90 percent of all aid from the SGF is for the numerous education programs
in all five years covered by the table. In these years, school districts consistently receive about 93
percent of the aid for education.

However, it should be noted that, while most of the state’s contribution to KPERS-School
is on behalf of school districts, community colleges and vocational schools also benefit from the
contribution. Similarly, aid for local property tax reduction is shown as a lump sum immediately below
the education programs. Most of that money is ultimately distributed to counties, cities, townships,
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and special districts, but community colleges and Washburn University also share in the Local Ad
Valorem Tax Reduction Fund.

Concentrating on the Governor’s proposals for FY 1993, the table shows that under the
current resources budget general state aid to school districts would increase by $372.2 million or 70.6
percent. However, it will be noted that a number of separate school aid programs would be
eliminated, e.g., income tax rebate, transportation aid, and special education aid. Money which would
have been used for those and a few other programs is instead folded into general aid under the new
school finance formula advocated by the Governor.* Total aid to school districts in FY 1993 is only
$0.9 million, or 0.1 percent, more than the revised estimate for FY 1992 under the current resources
budget. (There would be a slight decrease in such aid if one ignores the $1.0 million increase in the
state’s contribution, as the "employer," to KPERS-School.)

Another $217 million is recommended for general aid if the Governor’s proposed
revenue measures and reduction in the SGF balance are adopted by the Legislature. On this basis,
total aid to school districts from the SGF would increase by nearly $218 million, or 22.8 percent. The
additional $217 million is designed to reduce the proposed statewide property tax for school operations
from about 60 mills to 45 mills.

As to other education aids, a 4 percent increase is recommended for both community
colleges and Washburn University basic operations. Vocational education postsecondary aid would
increase by $8.4 million, but the categorical aid program for area vocational schools, costing an
estimated $7.9 million in FY 1992, would be eliminated as a consequence of the proposal to weight
vocational students under the new public school finance formula.

Aid for all education programs would rise by $3.5 million, or 0.3 percent, under the
current resources budget, and by $220.5 million, or 21.5 percent, if the Governor’s SGF resources
enhancements are adopted.

Noneducation aid from the SGF in FY 1993 is recommended at $145.1 million. That
amount would be an increase from FY 1992 of $11.5 million or 8.6 percent.

The largest category of noneducation aid is for community mental health and retardation
and the associated community assistance grants, totaling $42.4 million which is an increase of 14.3
percent. SGF transfers to the Local Ad Valorem Tax Reduction Fund, the County-City Revenue
Sharing Fund, and the City-County Highway Fund are estimated at $40.5 million (up 5.0 percent),
$31.2 million (up 6.8 percent), and $11.1 million (up 13.1 percent), respectively. Community
corrections aid is recommended at $10.3 million, an increase of 17.7 percent. Aid for local public
health programs is budgeted at $6.0 million, up 4.5 percent. The Governor recommends $1.5 million
in FY 1993 to reimburse counties for the cost of conducting the presidential primary in 1992.

State Aid From Other Funds

Aid from funds other than the SGF in FY 1993 totals $687.8 million, an increase of
$549.8 million or 398.3 percent, under the current resources budget. Such aid includes new revenue

*The amount "folded in" is approximately the sum of the estimates or recommendations for FY
1992. No one can say what the comparable amount would be for FY 1993 because the Governor’s
budget does not convey that data. But for the income tax rebate at least, which is a demand transfer
or entitlement from the SGF, the estimated increase from FY 1992 to FY 1993 is $17.7 million based
on current law and the latest consensus estimate.
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from statewide property tax levies for school districts estimated at $507.64 million for operations and
$32.63 million for capital improvements. Revenue in FY 1993 from the levy for operations would be
reduced by $217.0 million if the Governor’s proposals for enhancing SGF resources are adopted to
help finance the recommended public school finance plan.

State aid to local units for road and street purposes totals $111.2 million. In addition,
the City-County Highway Fund receives an amount equal to motor carrier property taxes first
deposited in the SGF, but that transfer is counted as aid from the SGF. Most of the money credited
to the City-County Highway Fund comes from its share of motor fuels taxes which were raised, in
stages, by the 1989 Legislature, thus accounting for the large increases in distributions from that fund
in FYs 1990-1993.

Next in rank for FY 1993 are distributions to counties and cities of their shares of the
10 percent excise tax on liquor by the drink (estimated by the Research Department at $12.0 million)
and to counties and school districts from 7 percent of severance tax revenue (estimated by the
Research Department at $5.75 million).

Aid to counties from the Economic Development Initiatives Fund (EDIF) for property
reappraisal maintenance is budgeted at $3.0 million, the same as for FYs 1991 and 1992. Other aid
from the EDIF is $2.0 million for three education programs and $0.4 million for strategic planning
grants by the Department of Commerce.

Aid from the Water Plan Fund in FY 1993 totals $4.6 million for several agricul-
tural/natural resources programs.

Apparently due to an oversight, the Governor’s budget does not show any aid to local
units in FYs 1992 and 1993 from the 3.5 percent tax imposed in 1991 on the rental or lease of motor
vehicles. K.S.A. 1991 Supp. 79-5117(c) provides that all revenue from this tax shall be distributed to
local units on November 30 and June 30 of each fiscal year ($235,000 was distributed in November

1991).

Total State Aid

Aid from the SGF and other funds in FY 1993 totals $1.863 billion. That would be an
increase over FY 1992 of $564.8 million, or 43.5 percent. Total aid from all funds is the same under
both the current resources budget and the Governor’s SGF resources-enhanced budget. That is, if the
latter is adopted $217 million would be added to SGF aid and the same amount subtracted from aid
from other funds. :

Total state aid in FY 1993 is 29.0 percent of the recommended budget (all funds) in
contrast to 23.6 percent for FY 1992 and 25.5 percent for FY 1991.

92-0060/RWR
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From State General Fund

General State Aid
Income Tax Rebate
Transportation Aid
) Subtotal, SDEA

Ft. Leavenworth USD
KPERS-School
Special Education
Deaf-Blind-Hand. Child
Adult Basic Ed.
Food Service
Bilingual Ed.
In-Service Training
Sexuality/AIDS
Building Based Ed.
At Risk/Innovative
Parent Education

Subtotal, USDs
Voc. Ed.-Postsecondary
Voc. Ed.-Area Schools
Voc. Ed.-Capital Outlay
Community Colleges
Adult Basic Ed. (CCs)
Washburn University
Public TV (Washburn)
Libraries

Total, Education

Local Prop. Tax Reduction
County-City Revenue Sharing
Community Corrections
Community Conservation Camps
Emergency Med. Services
Soil Conservation Dists.
Watershed Construction
Small Lakes Program
Local Public Health
Aging Department Programs
Community Mental Health
Community Mental Retard.
Community Ass’t. Grants
Arts Program Grants
Emerg. Preparedness
Co. Reappraisal Aid
Motor Carrier Tax to CCHF
Pres. Primary

Total, Other Programs

Total, State General Fund

STATE AID TO LOCAL UNITS OF GOVERNMENT

In Thousands
Increase
Est. Gov. Rec. FY 1992-FY 1993
FY 1989 FY 1990 FY 1991 FY 1992* FY 1993+ Amount Percent
$ 480382 § 539,066 546,304 526977 $ 899,187 § 372,210 70.6%
152,053 167,274 191,904 204,267 0 (204,267)  (100.0)
42,446 44,489 46,386 44,550 0 (44,550)  (100.0)
683,881 750,829 785,094 775,794 899,187 123393 159
1,002 1,455 1,525 1,608 0 (1,608)  (100.0)
37,115 41,037 46,812 48,473 49,509 1,036 2.1
101,259 113,643 125,562 121,275 0 (121,275)  (100.0)
85 79 75 99 0 (99) (100.0)
63 74 134 187 273 8 460
2,385 2385 2,336 2375 2,400 25 11
545 599 590 545 0 (545)  (100.0)
874 916 929 990 0 (990)  (100.0)
1,500 1,497 1,474 0 0 - -
20 20 0 0 0 - -
0 2,250 1,424 1,386 1,250 (136)  (9.8)
0 0 982 990 2,000 1,010 1020
828,729 914,784 966,937 953,722 954,619 897 0.1
12,326 14,215 13,754 13,617 22,024 8,407 617
7,389 7,758 8,004 7,924 0 (7,924)  (100.0)
1,000 1,000 0 0 0 - -
35,612 42,034 43972 43,597 45341 1,744 40
57 107 183 293 426 133 454
4,574 5873 5,992 5,932 6,170 238 40
131 148 132 121 121 0 0
1,524 1,938 1,902 1,817 1,817 0 0
891,342 987,857 1,040,876 1,027,023 1,030,518 3,495 03
33,576 35326 37,164 38,576 @ 40,487 1,911 50
25,628 26,601 28351 29,166 @ 31,153 @ 1,987 68
6,785 8,230 9,889 8,749 10,301 1,552 17.7
0 0 590 1,213 1,204 9 (07
154 164 118 99 80 (19) (192
766 765 359 0 400 400 -
779 1,135 1,496 1,656 0 (1,656)  (100.0)
0 0 1,679 844 0 (844)  (100.0)
2872 3,738 4,388 5724 5,980 256 45
382 529 375 295 386 91 308
9,620 10,211 10,033 10,033 10,033 0 0
5,781 6,063 5,964 5,964 5,964 0 0
7,014 9,828 16,656 21,088 26,405 5317 252
100 121 73 100 110 10 10.0
56 0 0 286 0 (286)  (100.0)
7,000 0 0 0 0 - -
10,551 ° 10,198 ® 9,052 ® 9768 @® 17050 ® 1,282 131
- — — — 1,500 1,500 —
111,064 112,909 126,687 133,561 145,053 11,492 8.6
1,002,406 1,100,766 1,167,563 1,160,584 1,175,571 14,987 13



Increase
Est. Gov. Rec. FY 1992-FY 1993
FY 1989 FY 1990 FY 1991 FY 1992* FY 1993* Amount Percent
From Other Funds
Driver Safety Funds 3 1415 § 1,413 1392 1,460 1,660 200 13.7
Co. Mineral Prod. Tax Fund —

USDs Share 2,647 2,964 3243 3,168 2,874 ¢ (294) 9.3)
Oper. Prop. Tax Aid - - - - 507,640 507,640 -
Capital Prop. Tax Aid - - - - 32,628 32,628 -

- Econ. Dev. Initiatives Fund

At Risk/Innovative 0 0 1,000 1,000 0 (1,000) (100.0)

Voc. Ed.-AVS Cap. Outlay 0 0 600 1,000 1,000 0 0

Voc. Ed. — Postsecondary 0 0 0 500 500 0 0

Tech. Grants — CCs/AVS 0 0 0 500 300 0 0

Subtotal, Education 4,062 4377 6,235 7,628 546,802 539,174 7,068.4
Local Alcoholic Liquor Fund 8,753 9,740 10,436 11,300 ¢ 12,000 ¢ 700 62
Sand Royalty Fund 26 7 83 75 78 3 4.0
Bingo Enf. Fund 256 264 276 265 265 0 0
State High. Fund—City Maint. Payments 1,351 1,750 2,160 2,240 2,240 0 0
City-Co. High. Fund and Co.

Equal. and Adj. Fund 68,059 84,075 94,069 101,620 € 109,000 ¢ 7,380 73
Elderly/Hand. Trans. 0 118 399 562 449 (113)  (20.1)
Firefighters’ Relief Fund 3322 3,478 3,678 3,828 3,985 157 4.1
Co. Mineral Prod. Tax Fund—Cos. Share 2,647 2,964 3244 3,168 ¢ 2875 (293) (92
Co. Treas. Licensing Fee Fund 78 82 88 88 91 3 34
Div. of Vehicles Oper. Fund 2,056 0 0 0 0 0 0
Co. Reappraisal Fund 8,000 5,500 0 0 0 0 0
Econ. Dev. Initiatives Fund

Co. Reappraisal Aid 0 0 3,000 3,000 3,000 0 0

Main St. Assn’t Grants 6 24 7 0 0 0 0

Infrastructure Loans ' 1,739 532 454 99 139 40 404

Strategic Plan. Grants 0 0 400 400 400 0 0

Arts Program Grants 0 44 60 0 0 0 0

Small Lakes Program 0 451 0 0 0 0 0
Con. Stor. Water Supply Fund

Small Lakes Program 795 850 0 0 0 0 0
Water Plan Fund

Small Lakes Program 0 158 221 1,131 1,069 (62) (5.5)

Environmental Grants 0 574 1,268 1,670 1,670 0 0

Watershed Construction 0 358 0 0 1,512 1,512 -

Soil Con. Dists. Aid 0 0 400 750 350 (400)  (53.3)
Local Racing Admissions

Tax Fund 6 14 4 0 0 0 0
Oil Overcharge-Noxious Weed Fund 40 35 23 20 17 (3) @150
County Drug Tax Fund 0 27 95 50 60 10 20.0
Heritage Trust Fund-Local Gov’'t Grants 0 0 0 151 156 5 33
Waste Tire Fund 0 0 0 0 1,670 1,670 -
Rental Motor Vehicle Excise Tax Fund 0 0 0 no est. no est. - -

Total, Other Funds 101,196 115,492 126,000 138,045 687,828 549,783 3983
TOTAL, STATE AID $ 1,103,602 § 1,216,258 $1,294,163 $1,298,629 $1,863,399 $564,770 43.5%
* Data in these columns are primarily from the Governor’s Budget ¢) Does not include transfer from the General Fund of motor carrier

Report to the 1992 Legislature. For FY 1993, the figures are from property taxes to the City-County Highway Fund.

the current resources budget. d) From revolving fund set up to receive loan repayments.

a) Actual. e) Legislative Research Department estimate.

b) This transfer from the State General Fund to the City-County
Highway Fund should be added to the aid from the latter shown on
page 2 of this table.
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PERFORMANCE AUDIT REPORT

EXAMINING PROBLEMS IMPLEMENTING THE
KANSAS FINANCIAL INFORMATION SYSTEMS
(KFIS)

OBTAINING AUDIT INFORMATION

This audit was conducted by Allan Foster, Senior Auditor, and Cindy Denton,
and Tom Vittitow, Auditors, of the Division's staff. If you need any additional infor-
mation about the audit's findings, please contact Mr. Foster at the Division's office.
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EXAMINING PROBLEMS IMPLEMENTING
THE KANSAS FINANCIAL INFORMATION SYSTEMS
(KFIS) :

Summary of Legislative Post Audit's Findings

What factors contributed to the State's inability to complete the
Kansas Financial Information Systems on time and on budget? The
most important factor was that the Department of Administration did not conduct a
needs analysis before it purchased the software programs. This lack of planning led
to most of the project's problems. Other significant factors were: the changes that
were needed or requested in the new programs were more than the Department or the
consultant had anticipated; the Department overestimated the expertise and availability
of State employees assigned to the project; the Department underestimated the
processing costs of the new accounting system; and the contract was periodically
revised, adding expense and relieving the consultant from responsibility for
supplying a completed product.

Was it to the State's advantage to use the procurement
negotiating process for this project? The procurement negotiating process is
designed to give agencies flexibility in contracting for technical products and services.
The State did not benefit from using this process in this case because the Department
failed to follow the basic requirements of the process. Most significantly, the
Department did not prepare specifications for the project because it had not clearly
identified what it wanted the system to do.

What options does the Department have for implementing the
Kansas Financial Information Systems project? The Department can either
complete the new personnel/payroll system or correct the problems with the current
system. Before deciding, the Department must first determine whether the new
system will meet its needs and must consider the cost implications of the various
options. The decision about completing the purchasing system should be based on
the operating costs of the system and how close it is to being completed.

How can the State help minimize recurring problems in the
development of its major computer systems? Problems can be minimized by
following basic management practices such as proper planning, strong project
management, and the commitment of sufficient resources throughout the project. The
State needs a central agency, probably the Division of Information Systems and
Communications, to take responsibility for ensuring that such practices are followed.

This report includes several recommendation for improving the development
practices for large computer systems. We would be happy to discuss these
recommendations or any other items in the report with any legislative committees,
individual legislators, or other State officials.

a

Barbara J. Hint
Legislative Post Auditor



Examining Problems Implementing the
Kansas Financial Information Systems (KFIS)

In fiscal year 1988, the Department of Administration decided to purchase
automated purchasing software. It later contracted with Peat Marwick and Main to
provide four individual but integrated software systems for the State’s accounting,
personnel/payroll, and purchasing systems. At least until mid-fiscal year 1990, the
Department thought the new systems could be installed without an increase in appro-
priations. It planned to use existing staff and the moneys appropriated to pay for the
Unisys computer (that obligation was being paid off). Department officials later ad-
mitted that these assumptions were unrealistic.

Currently, the new accounting system is the only one of the four systems to be
running, and its operating costs are much higher than expected. In testimony to the
House Committee on Computers, Communication, and Technology, the Acting Sec-
retary of Administration said the prognosis for completing the other systems’ did not
look good, and would be much more costly than expected.

Legislative concerns were raised at the time that there was no central manage-
ment of the computer systems’ development, especially by the Department’s Division
of Information Systems and Communications. Our office also has pointed out in pre-
vious performance audits that State agencies continue to experience very similar
problems in developing major computer systems. This audit addresses the following
questions:

1. What factors contributed to the State’s inability to complete the Kansas

Financial Information Systems on time and on budget?

2. Was it to the State’s advantage to use the procurement negotiating process
for this project?

3. What options does the Department have for implementing the Kansas Fi-
nancial Information Systems project?

4. How can the State help minimize recurring problems in the development
of its major computer systems?

To answer these questions we reviewed the files of the Kansas Financial Infor-
mation Systems project and interviewed many people who were involved in its man-
agement, such as the Department project manager, the members of a Department
“steering committee” who helped make major project decisions, project managers
from the two consulting firms that worked on the project, and some of the lower-
level managers. We also surveyed most of the State employees who worked on the
project, and surveyed a sample of users of the new accounting system in a variety of
agencies. In addition, we reviewed the laws and policies concerning the purchase of
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computer systems and checked the Department’s compliance with these policies in
the purchase of this system.

To determine ways to help minimize problems with computer development we
surveyed and interviewed State employees who have experience in managing such
projects, interviewed computer officials in surrounding states, and other people in-
volved in computer systems development. We also reviewed the laws and policies
concerning the role in the Division of Information Services and Communication. In
conducting this audit, we followed all applicable government auditing standards set
forth by the U.S. General Accounting Office.

In general, we found that there were many factors contributing to the inability
to complete the Kansas Financial Information Systems. Some of those were that the
Department did not adequately plan for the project, the software the Department pur-
chased required many more modifications than expected, the Department signifi-
cantly overestimated the availability and expertise of its staff, and the Department re-
lieved the contractor of its responsibility for providing a completed product. Using
the procurement negotiating process for this project was not to the State's advantage
because the Department of Administration did not follow some of the basic require-
ments of the process.

We found that the Department has several options for completing the Kansas
Financial Information Systems. The recent decision to upgrade the Unisys computer
will not solve the problems with the current personnel/payroll system. To address the
problems with the system, the Department could continue to patch the current system,
rewrite its current system, or complete the new system. However, whatever decision
is made needs to be made solely on a thorough analysis of the Department's needs and
the cost implications of the available options. The decision about completing the pur-
chasing system should be based on the Department's needs for the system and deter-
mination of how close the new system is to being completed. The State can help
minimize recurring computer systems development problems by following some ba-
sic management steps to improve the planning and management of those systems. In
addition, an entity of State government, probably the Division of Information Serv-
ices and Communications, should take a stronger role in monitoring systems develop-
ment.



Background of the
Kansas Financial Information Systems Project

In 1987 and 1988, the Kansas Legislature appropriated $372,000 to the Depart-
ment of Administration to buy an automated purchasing system. The Department
wanted a system that would do such things as track Statewide purchasing data, auto-
mate vendor information, and identify purchases State agencies made under their
delegated purchasing authority.

At the time, the Department also was considering replacing its accounting and
personnel/payroll systems. These two systems had been operating on the Depart-
ment’s Unisys mainframe computer since 1979 and 1981, respectively, and were con-
sidered to be antiquated. Department officials indicated that the accounting system
lacked the basic design capabilities needed to meet present-day accounting standards,
that changes had become increasingly complex to make, and that the system could not
produce financial reports. The personnel/payroll system was poorly designed and
poorly documented. It required constant attention by computer programmers, was
unreliable, and could not produce the management reports the Department wanted. In
fiscal year 1989, the Division of Personnel Services had received legislative approval
to spend $350,000 for a new personnel software package.

In addition, the Department was considering eliminating its Unisys computer.
The Unisys computer was old, needed frequent maintenance, and had not been up-
graded for a number of years. In addition, it was not compatible with the Depart-
ment’s IBM mainframe computer, and the Department needed separate staff to write
and maintain programs for both computers. The Unisys computer would be paid off
in December 1991, and according to Department officials, the Department ultimately
planned to have all the State’s central processing activities handled on the IBM-com-
patible computer, eliminating the Unisys computer altogether.

In April 1988, the Division of Purchases Requested Proposals for an
Automated Purchasing System

During 1987 and 1988, the Division evaluated its computing needs, reviewed
software packages, and visited other states that had already automated their purchas-
ing activities. The Division developed specifications for the automated purchasing
system it wanted, and issued a request for proposals in April 1988. The purchasing
system was to be operated on the Department’s IBM computer.

With the approval of then Secretary of Administration Ed Flentje, a procure-
ment negotiating committee was appointed to evaluate the proposals and select the
vendor with the most advantageous proposal for the State. That committee comprised
the Directors of Purchases, Information Systems and Communications, and Accounts
and Reports.



While the request for proposals was out, several prospective bidders notified
the State that buying individual software packages was ill-advised and substantially
more expensive than buying a set of packages designed to be integrated with one an-
other. Vendors also suggested that, for the sake of efficiency, the integrated systems
should all be run on the same computer.

The Department’s Procurement Negotiating Committee
Decided to Acquire a Fully Integrated
Accounting, Personnel/Payroll, and Purchasing System

Within three weeks after the initial request for proposals for an automated pur-
chasing system was sent out, the Department’s procurement negotiating committee
decided the Department should acquire an integrated financial information system, to
be operated on its IBM mainframe computer. That system would include new pur-
chasing, accounting, and personnel/payroll systems.

According to Department officials, the objectives of an integrated Kansas Fi-
nancial Information Systems project were as follows:

*minimize the need for the inefficient programming that had to occur between the Unisys and
IBM-compatible computers

*make the Department’s central processing software easier to maintain (because it would be well
documented and fully supported by the vendor)

-give the Department access to new software releases, which could help it meet both its long-
term and short-term needs.

emake the data in the computer easier to access

-address future user needs (these enhancements could include cost allocations, labor distribu-
tion, benefits administration, and on-line requisitioning)

*reduce the number of people who would have to handle each transaction

The procurement negotiating committee amended the outstanding request
for proposals to include the new integrated systems. Committee members decided
not to develop a new request for proposals with specifications for the integrated sys-
tem. Instead, a one-page addendum requesting proposals on an integrated purchasing,
accounting, and personnel/payroll system was added to the initial request for propos-
als, and was sent to potential bidders.

The Firm of Peat Marwick and Main Was Chosen
For the Project

Four consulting firms submitted proposals for the integrated system. Peat Mar-
wick and Main was the only firm given final consideration. Its proposal included
four packaged software systems: three developed by Peat Marwick and Main, and a
personnel/payroll software package developed by Integrated Systems, Inc. Peat Mar-
wick and Main had successfully integrated this personnel/payroll package with its
software before.



Department officials said that Peat Marwick and Main was selected for several
reasons: it appeared to the officials that the firm’s software was superior, the firm
had much greater expertise in developing and installing software, and it had experi-
ence with successfully developing similar systems in 10 other states. None of the
other vendors had developed software for a state government.

The Kansas Financial Information Systems (KFIS), as proposed, would
include four fully integrated systems. The four systems the Department purchased
from Peat Marwick and Main are described briefly below:

Statewide Accounting and Reporting System (STARS). This system was designed to replace and
update the State’s existing central accounting system (CASK). Among other things, it
would expand the number of object codes available for reporting financial transactions, pro-
vide for project accounting, and accommodate electronic funds transfers.

Fixed Asset Accounting Control System (FAACS). This system would automate the State’s manual
fixed asset control system. It was designed to work with the new accounting system
(STARS) to bring the State into compliance with generally accepted accounting principles.
It would provide for a listing of the items and cost of the State’s inventory. The State’s lack
of compliance with generally accepted accounting principles has been viewed as a negative
factor by firms that rate State-issued bonds.

Kansas Automated Human Resource System (KAHRS). This system was designed to replace the
State’s existing personnel and payroll system (KIPPS). It was expected to give the State a
reliable system for handling payroll, and would allow the State to provide for dependent-
care calculations and generate personnel resource cost projections and management reports.

Advanced Purchasing and Inventory Control System (ADPICS). This system would be the State’s
first automated purchasing System, replacing a manual one. It was envisioned that this sys-
tem would reduce the amount of time required to make a purchase, allow the Division to be
more Tesponsive to agency needs, and maintain more detailed information about State agen-
cies’ purchases to obtain better pricing from vendors.

The flow chart on the following page shows the interaction of the four individ-
ual systems.

The proposal specified that Peat Marwick and Main and the Department
would share responsibilities for implementing the system. The firm would do a
detailed analysis of the system requirements and would modify and install its soft-
ware packages, and Integrated Systems would install its personnel/payroll package.
Peat Marwick and Main would specifically be responsible for changes or additions to
the new software, and would provide overall project management support and inte-
gration activities for all four software packages.

The Department would provide a project manager, four programmers, nine
staff from functional areas such as the payroll, personnel, and accounts and reports,
and an unspecified number of people to complete the project documentation and con-
duct training. The Department also would be responsible for writing the programs to
connect the new systems to the State’s existing system.



KFIS
KANSAS FINANCIAL INFORMATION SYSTEMS
This diagram shows the four individual systems of the Kansas Financial Information Systems and how they were intended

to interact. The arrows show the flow of information between each system and its products. Information can be freely
shared between systems, which eliminates the need to enter information more than once.
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The Department intended to pay for the new system with the “savings”
generated by paying off and subsequently eliminating the Unisys computer. The
Department signed a contract with Peat Marwick and Main in November 1988 for
$3.7 million. Department officials projected the entire project could be funded within
existing appropriations. The reason: by phasing out the Unisys, the money spent on
hardware and maintenance could be spent on the new system. If the level of appro-
priation remained constant, the “savings” generated over the next five years would
cover the cost of the new systems. These projections are depicted in the accompany-
ing chart.

Funding Expected to Be Available for
Kansas Financial Information Systems
Fiscal Years 1989 - 1993

$3,500,000

3,000,000
2,500,000
2,000,000
1,500,000

1,000,000

500,000

0

1989 1990 1991 1992 1993

Funds that were expected to become available for the implementation and operation
of the Kansas Financial Information Systems as the Unisys computer was phased
out and paid off. The Unisys computer was to be paid off December 31, 1991.

Ongoing central computing costs of operating the Unisys computer and existing
IBM programs.

In September 1988, the Department developed a scenario for implementing a new integrated
financial information system without increasing annual appropriations for central management
systems operations. This scenario was based on the new system reducing and finally eliminating
the need for the Unisys computer and its associated costs.

Because Department officials knew the costs of the new systems incurred in
the early years of the project would be greater than the savings generated in those
years, they planned to finance a portion of those costs and pay them off with the sav-
ings generated in the later years.



Although the Major Systems Were Expected To Be Completed
In 1989, 1990, and 1991, Those Deadlines
Were Extended a Number of Times

The original contract the Department of Administration signed with Peat Mar-
wick and Main in November 1988 specified completion dates for each computer soft-
ware system. Those completion dates were later revised through a number of contract
amendments. The following table shows the original and revised completion dates.

Original Revised Due Dates, With

Scheduie Dates of Revision as of:
Computer November July August May August
System 1988 1989 1989 1990 1990
Payroll/Personnel ~ July 1989 Oct. 1990  Feb. 1991  no change Mar. 1991
Accounting July 1990 Feb. 1990 nochange April 1990 (a) In operation
Purchasing July 1991 nochange nochange nochange no change
Fixed Assets June 1992 July 1991  unspecified (b) — —

(a) This change was made retroactively. The accounting system was completed and put into
operation in April 1990.

(b)To help pay for other work, the Department had the consultant transfer the hours allocated
to the fixed asset system to the accounting system.

As the table shows, the original schedule called for the personnel/payroll sys-
tem to be completed within about eight months, or by July 1989. According to the
project manager, it was important to complete this system first so the Department
could eliminate the old personnel/payroll system (KIPPS) on the Unisys computer the

largest system operating on that computer. When the personnel/payroll system was’

no longer being operated on the Unisys computer, the Department had considered
contracting with a vendor to operate the remaining programs until the new systems
were completed. Funding for the project depended on eliminating the Unisys com-
puter as soon as possible.

The new personnel/payroll system was not the first to be completed, as the
Department had planned. Instead, the new accounting system was put into opera-
tion in April 1990, on the IBM mainframe computer. According to the project man-
ager, after the accounting system was completed, the Department and firm refocused
their efforts on the new personnel/payroll system, but by September 1990 it became
clear that this system could not be completed by February 1991, as planned. Accord-
ing to then-Secretary of Administration Shelby Smith, delays after that date would
add almost $150,000 a month to the Department’s costs, because the Department
would have to continue operating the Unisys computer beyond that time.

In September 1990, Peat Marwick and Main sent a letter to the Department’s
project manager stating that it would begin to transfer responsibilities for the person-
nel/payroll system to the State. The reason the officials gave for their decision was
that the Department had failed to solve long-standing problems with the project. It
indicated that the firm’s remaining involvement with the project would be limited to
completing the purchasing system and finalizing the accounting system.



Work on the Project Was Halted in
Late November 1990, Primarily Because
of Significant Cost Overruns

In October 1990, the project man-
ager instructed the consultants to prepare
to close the project down because the De-
partment could not commit the money and
people needed to complete it. In a No-
vember 1990 memorandum to the Director
of the Budget, the Secretary noted that the
costs for the project had escalated signifi-
cantly. He indicated that system implem-
entation and data processing cost estimates
exceeded projected budgets for fiscal year
1991 by $1.7 million, and for fiscal year
1992 by $3.6 million.

Work on the project subsequently
was halted on November 30, 1990.

When the Secretary of Admini-
stration shut the project down, three of
the four integrated computer systems
had not yet been completed. At that
time, only the accounting system was
complete. Department employees familiar
with the purchasing system also told us
that system was 85 percent complete.
They also said that the fixed asset system
had not yet been started, but that they
planned to implement it in conjunction

Users Are Generally Satisfied
With the New Accounting System (STARS)

We sent surveys to 192 State personnel
who use the new accounting system to assess
their satisfaction with that system. We re-
ceived 137 completed surveys for a response
rate of 71.4 percent. Generally, the employ-
ees who responded were happy with the new
accounting system, how it works, the informa-
tion it provides, and the assistance provided to
the users. Based on the survey responses we
received, the system appears to provide the in-
formation users need, when it is needed, and
in the form It is needed, and the system was
generally rated easy to use.

Over 30 percent of the respondents rated
the system’s response time as fast, and slightly
more than half rated it as average. Over 80
percent of the respondents said the forms were
well designed or very well designed, while
slightly less than 70 percent of them rated the
system reports as well designed. Of the 88 re-
spondents who had used the previous system,
about 45 percent indicated the new system
was an improvement over the old system, and
another 30 percent said the two systems were
about the same. About half the respondents
indicated the training they received was good,
and another one-third rated the training as av-
erage.

When asked what they lked best about
the system, the most common responses were
about the information the system provided and
flexability of the system. When asked what
they liked least about the system, the most
common comments were about the system's
response time, its inflexability, and its reports
and forms.

with the accounting system. The project director estimated it would take only about
400 hours to complete this system. At the time this audit was being completed, that
work had not been started.

To determine the status of the personnel/payroll system, the Department con-
tracted with Price Waterhouse in January 1991. That firm’s report, completed in
March 1991, concluded that the required modifications to the new personnel/payroll
system were only about 38 percent complete. (The project manager estimated the
personnel section was 85 percent complete and the payroll section was 50 percent
complete.) '

In January 1991, the Department also requested information from the Unisys
Corporation on options for updating the State’s Unisys computer.

-1



To-date, the Department has spent significantly more than the amount
originally estimated for the Kansas Financial Information Systems project. The
Department’s original contract with Peat Marwick and Main was for $3.7 million. As
of the end of fiscal year 1991, however, the Department had spent a total of $5.1 mil-
lion in contracted costs for this project. In addition, the Department has paid a great
deal for staff time devoted to the project (more than 32,000 hours) and computer
processing time. We were unable to determine the extent of those additional costs at-
tributable specifically to this project.

Because approximately $2.4 million of the cost of Kansas Financial Informa-
tion Systems was financed, the Department will be paying for the project until fiscal
year 1996. Financing costs will add approximately $526,000 to the cost of the proj-
ect. At the end of fiscal year 1991, the Department owed about $2.5 million on the
aborted project.

Costs for operating the State’s personnel/payroll system also increased sig-
nificantly because, in October 1991, the Secretary of Administration declared an
emergency with the existing payroll system and ordered a new Unisys computer.
Because the new personnel/payroll system was never completed, the Department was
unable to phase out the Unisys computer as planned. Therefore, the Department is
still operating both the IBM-compatible and the Unisys computers.

In appropriating moneys for the Department’s central management systems op-
erations for fiscal year 1992, the Legislature specified that no expenditures could be
made to upgrade the Unisys processing center unless the Secretary of Administration
determined that a disastrous failure of the Unisys processing center was imminent and
would likely result if such expenditures were not made in a timely fashion.

On October 15, 1991, the Secretary declared such an emergency and requested
the Director of the Division of Information Systems and Communications to take the
steps necessary to upgrade the Unisys system to prevent a likely disruption of the
Statewide payroll process.

The Department subsequently entered into an agreement with Unisys in early
November 1991 to replace and upgrade the State’s Unisys mainframe computer. Ac-
cording to a Department official, total direct costs for the new system, including fi-
nancing charges, will be about $3.1 million. The table on the following page breaks
these figures down, by type of cost.

Department officials told us they thought the total cost of replacing and up-
grading the Unisys computer would be offset over the five-year period by a number
of other cost savings. The new Unisys computer is much smaller than the old one.
As a result, Department officials said, they would be able to consolidate the Depart-
ment’s two computer centers into one space. The savings they cited included savings
in rental costs for floor space, in fewer personnel to operate the systems, and in the
elimination of lease and maintenance costs for the old system. The Department esti-
mates that these offsetting costs will come to about $3.5 million over five years.
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Costs Associated With
Upgrading The Unisys Computer

New computer hardware to replace the existing hardware $1,830,792
New operating software 761,250
Professional services (Unisys personnel have contracted to make

programming changes to the existing personnel/payroll

system’s software to make it compatible with the new

operating system software. This contract is for time and

materials only; if the modifications take longer

than estimated, the charges will be greater.) 164,640
Subtotal $2,756,682
Less credits and trade-in allowances 646,902

Total cost to be financed $2,109,780

Total financing charges (financed by the Unisys Corporation 437,146
over a five-year period)

Maintenance (over a five-year period) 509.160

Total costs, including interest charges $3,056,086

We did not attempt to verify the dollar amount of savings claimed by the De-
partment’s staff. However, it is important to note that the Department had expected
to realize such cost savings anyway when it integrated its central processing functions
and eliminated the Unisys computer. Thus, the cost of upgrading and replacing the
Unisys computer must be viewed as additional costs the State will incur because of
the Department’s inability to implement the Kansas Financial Information Systems
project. If the project had been implemented as planned, there would have been no
need to have a second computer.

11.



What Factors Contributed to the State’s Inability
To Complete the Kansas Financial Information Systems
On Time and On Budget?

The Department’s experiences with the development of the Kansas Financial
Information System were aired before the Legislature in early 1991. In a January
1991 presentation to the Senate Ways and Means Committee, former Secretary of
Administration Shelby Smith described the delays and cost-overruns the project had
experienced. He cited the following primary contributing factors: programming staff
lacked the needed technical skills; too many modifications were made, especially in
the personnel/payroll system; and the lines of authority and communication were not
adequately defined. The former Secretary acknowledged that Department officials
were naive to think a project of this magnitude could be completed within the short
timeframes originally planned.

In February 1991, then-Acting Secretary of Administration Art Griggs also tes-
tified about these delays and cost-overruns before the House Committee on Comput-
ers, Communication and Technology. He cited the following additional factors: cost
projections were based on a schedule the Department had been unable to meet, com-
puter processing requirements to operate the software were beyond original cost esti-
mates, and a number of erroneous assumptions were made in assessing the project at
its outset.

To help assess the factors that may have contributed to the System’s delays,
overruns, and failures, we reviewed the files of the Kansas Financial Information Sys-
tems project and interviewed many people who were involved in its management, in-
cluding project managers, members of a Department steering committee, and a num-
ber of other administrators. We also surveyed most of the State employees who
worked on the project.

Many of our findings paralleled the comments made by the former Department
Secretaries. In general, we found that the underlying factors contributing to the par-
tial completion of the project and its cost overruns were as follows:

the Department did not adequately plan for the project, including failing to
identify its computer needs in advance

othe software the Department purchased may have required significant modifi-
cations, and the Department was unable to manage the major disagreements
that arose because of these modifications

«the Department did not manage its staff resources well; it significantly overesti-
mated the availability and expertise of State employees who would be assigned
to the project

the Department relieved the contractor of its responsibility for providing a
completed product

«the Department significantly underestimated the processing costs for the ac-
counting system when it came on-line

12.



These and other findings are discussed in more detail in the sections that fol-
low.

The Department of Administration
Did Not Adequately Plan for the Project

Initial planning is an essential step in developing or purchasing computer soft-
ware. Because computer software is so complex, a “system design methodology” is
generally used to systematically organize the process of acquiring or developing it.
Under a methodology adopted by the State for computer systems (called SDM-70),
the first important step is a “system requirements definition.” (We reviewed a num-
ber of other methodologies; all have this same first step, although they may use
slightly different terms.)

This step includes a thorough analysis of the agency’s present operations, the
reports it currently uses, and its work processes, as well as an assessment of the users’
problems, objectives, and requirements for the proposed system. (In many cases,
agencies may hire a consultant to perform this step.) The process of clearly defining
the agency’s needs is required before buying “packaged” software that has already
been developed.

The Department did not analyze its computer needs before acquiring the
packaged software programs. When the Department’s procurement negotiating
committee decided to expand the initial request for an automated purchasing system
to include a fully integrated accounting, personnel/payroll, and purchasing system, it
decided not to conduct an analysis of the Department’s or its users’ needs before so-
liciting bids for that new system.

The procurement negotiating committee comprised the Directors of Purchases,
Information Systems and Communications, and Accounts and Reports. Committee
members stated that they made this decision because they wanted vendors to propose
software solutions that did not necessarily replicate existing accounting and payroll
methods and procedures, in hopes of finding more cost-effective means of accom-
plishing those tasks. The former Director of Accounts and Reports told us that he
cautioned the committee against acquiring a system without analyzing the Depart-
ment’s needs first.

Further, committee members said, vendors’ products were already developed
and would not change according to published specifications. They also said that by
requesting pricing and documentation of available products, the Department was able
to investigate each system thoroughly and to determine the one that best met its
needs. Although officials initially defended their decision, they later acknowledged it
had been a mistake not to analyze and define their needs before acquiring the system
software.

It appeared to us that the Department’s decision not to conduct what may have
been a time-consuming needs analysis also may have been influenced by the fact that
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the Unisys computer was about to be paid off, and Department officials had wanted to
eliminate that computer and operate all the State’s central processing functions on the
IBM computer. Whatever the reason, the Department’s actions went against all the
available literature regarding the acquisition or development of complex computer
software.

Of the 68 State employees we surveyed who had worked on this project, about
one-fourth of the 33 employees who responded noted that there had not been enough
analysis of the Department’s needs done up-front. This was the second most common
problem reported by the respondents.

The Department’s failure to identify its computer needs in advance had
serious implications for the remainder of the planning process. Because the De-
partment did not clearly define what the agency needed, or what it wanted the com-
puter software to be able to do, it either did not or was not able to do the following:

*The Department did not prepare detailed specifications for its request for pro-
posals. The Division of Purchases’ own procurement negotiating policies re-
quire that these specifications be prepared, and call this step one of the most
critical steps in the process.

*The Department was unable to adequately evaluate vendors’ proposals to see
how well their software fit the agency’s needs. Department officials told us
they evaluated the proposals against each other. However, without knowing
what their needs were, they had a limited basis for making an adequate evalu-
ation. As a result, the Department bought major computer software packages
and signed a contract for $3.7 million without knowing whether that software
required significant changes or could be successfully adapted to the agency’s
needs.

*The Department did not write a contract that clearly specified what it expected
the vendor to provide. Again, without knowing what the Department’s needs
were, or how well the software it purchased would fit those needs, once identi-
fied, Department officials had a limited basis for contractually specifying what
Peat Marwick and Main should provide. As a result, the Department may have
little recourse against the firm for any failures to complete the project.

*The Department had no way of knowing how much work State employees
would be required to do, if their skills matched those needed on the project, or
how much time they would have to spend. This step was critical because De-
partment officials expected many of these employees to work on the project
along with all their other duties. If this project took significantly more of their
time than anticipated, other important functions could suffer.

Although the Department’s top administrators were involved in planning this

project, they apparently did not recognize the potential problems that could be caused
by the decisions they made in this early stage of the project.

14.
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Once the Project Got Started, The Changes That Were Needed or
Requested in the New Software Programs Were Significantly More Than
Department Officials or The Vendor Had Anticipated

Without having clearly defined its needs in advance, the Department had no
basis for knowing how extensive the modifications or enhancements might be. How-

ever, then Secretary of Administration
Shelby Smith has said he assumed the
“off-the-shelf” programs would meet most
the Department’s essential needs, that the
Department would change its business
practices whenever possible to avoid un-
necessary changes to the software, and that
there would be a willingness among the
Department staff to accept change.

In January 1989, Peat Marwick and
Main began an assessment of the modifi-
cations needed to make the personnel/pay-
roll software fit the Department’s needs.
Similar work on the accounting package
started soon thereafter. This assessment
was a joint effort between Peat Marwick
and Main and the Department. Project
teams consisting of three employees from
the firm and up to seven Department em-
ployees were formed for each system.

An initial list of modifications for
the different systems was not completed
until May 1989. At that time, the project
teams had identified an estimated 25,000
hours worth of modifications they thought
were needed. This figure apparently was
much larger than Peat Marwick and Main
or the Department had anticipated. We
identified at least two reasons why.

The consultants discovered that
many legislative mandates regarding
payroll in Kansas were more complex
than in other states. During this process,
Peat Marwick and Main staff apparently
determined that many of the State’s pay-
roll practices were required by statute.
These would include requirements for
tracking funding by position rather than

Staff Comments About Problems With
Kansas Financial Information Systems
Project

We sent surveys to 68 State employees
who had worked on the Kansas Financial Infor-
mation Systems project. We received 33 com-
pleted surveys from these employees for a re-
turn rate of 48.5 percent. One of the questions
we asked the project employees was what
problems they observed. Following are some
of their comments:

— It was evident from the beginning that
the personnel/payroll system was not adequate
for the division's needs and that medifications
to it would not bring it to adequacy.

— The major problems were a lack of
leadership and inability to make decisions,
poor project management from the consultants,
and lack of technical expertise and knowledge
of the “as-delivered” system.

- There was little interest on the part of
the State to manage the contract specifica-
tions.

— People called to work on the project
toward the end had no idea what was going on.
Communication between DISC people, Payroll
people, Personnel people and the contractor
was terrible. There was no teamwork.

— The team concept did not work very
well between State staff and the consultants.
Rotation of consultant staff interrupted the con-
tinuity of the project.

— The plan itself was flawed. We were
attempting to use a new data base manage-
ment system, and a new application language
with no experience in either, and we were
going to use them on the largest, most compli-
cated system we had.

— The project was run by upper manage-
ment personnel who were not dedicated to the
project and who had no understanding of
KIPPS and the desired results.

— We were expecting experienced con-
sultants to lead us through all phases of the
project. Instead, we got consultants who were
not familiar with the software.

— It became apparent that we were work-
ing for Peat Marwick instead of Peat Marwick
working for the State.

15.
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employee and verifying that agencies have sufficient funds before paychecks can be
issued. Although the firm apparently did not expect to have to modify its software
program in such areas, those modifications became necessary.

More importantly, Department staff identified many more modifications
to the purchased software programs than project management thought were
necessary. This was particularly true for the personnel/payroll system. The Depart-
ment’s project manager and the Peat Marwick and Main management staff told us
they thought the payroll staff within the Division of Accounts and Reports wanted to
modify the software to make the system “look like” the existing personnel/payroll
system (KIPPS). Some disagreements appeared to be minor. An example that was
cited: the payroll staff wanted to modify the software to change the term “sex” to
“gender,” because that was the way it was on the old personnel/payroll system
(KIPPS) forms.

However, other disagreements were more substantive. For example, the payroll
staff wanted to modify the way in which the new system handled certain types of pay-
roll adjustments. When payroll mistakes were made and payroll records needed to be
adjusted, the Department’s practice had been to record those adjustments in the
month in which the mistake was made. The new system recorded those adjustments in
the month in which the adjustment was made. Peat Marwick and Main’s staff ob-
jected to the change because they thought the Department’s practice violated Internal
Revenue Service regulations.

Because it was clear there would be delays implementing the personnel/
payroll system, the Department decided to complete the accounting system first.
By May 1989, it had become obvious that the initial July 1989 deadline for the new
personnel/payroll system could not be met. As a result, the Department’s steering
committee decided not to try to complete the personnel/payroll system first, as
planned, but instead to complete the new accounting system first. Department offi-
cials told us they made this decision because they “wanted to have a success and
show some real progress.”

This decision had broad implications for the project’s financing, because that
funding depended on the new personnel/payroll system being completed first and in-
stalled on the IBM computer, and the Unisys computer being eliminated.

Disagreements over the modifications needed in the new systems’ software
continued throughout the project. Between May and July 1989, a team made up of
Department and Peat Marwick and Main staff examined all the suggested modifica-
tions and identified those they thought were unnecessary or could be delayed until af-
ter the system was completed. In July 1989, a list of modifications supposedly was
agreed to. This list comprised 99 modifications requiring an estimated 10,800 hours
to complete. Some of the major modifications included adding a program to garnish
wages (1,000 hours), modifying the way employer contributions were accounted for
(420 hours), and modifying the payroll history report (480 hours).
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Even after the “final” list of modifications had been agreed to, however, De-
partment employees continued to disagree on the types of changes needed to make
the system operate effectively. Staff in the payroll section of the Division of Ac-
counts and Reports apparently continued to find problems with the payroll require-
ments. They suggested new modifications, and wanted some of the modifications
that had already been agreed upon to be done differently.

The former Secretary of Administration, most division directors we inter-
viewed, and the Peat Marwick and Main project managers told us they thought the
payroll staff—and especially the Director of Accounts and Reports—were uncoopera-

Federal Agencies Also Have Their Problems With
Developing Large Computer Systems

We reviewed a report by the U.S. General Ac-
counting Office that dealt with the Department of
the Treasury’s efforts to develop a payroll/person-
nel computer system. In 1984, in an attempt to
improve and consolidate the Treasury and IRS
payroll and personnel systems, the two agencies
adopted a modified version of an Air Force per-
sonnel system. That effort went smoothly. How-
ever, adding a payroll system to it proved diffi-
cult.

1984: Treasury awarded a $1.2 million contract
to Price Waterhouse to modify a Department of
the Army payroll system to be integrated with
its personnel system.

1985: In September, Treasury awarded a follow-
on, $3.4 million, fixed-price contract to Arthur
Young to develop and implement the modified
Army system. By October, Treasury deter-
mined that the Price Waterhouse design was in-
complete and inconsistent with Treasury’s re-
quirements. Treasury worked on completing
the Price Waterhouse design.

1986: In January, Arthur Young and Company
notified Treasury that the conceptual design
was still deficient, and requested an additional
$247,000 to correct the design. In August,
Treasury agreed to modify the contract and in-
creased the contract price to $3.7 million. In
September, Arthur Young and Company deliv-
ered the physical design as its first product. A
month later, Treasury notified Arthur Young
and Company that the physical design was not
acceptable because it did not provide for com-
plete and accurate payroll processing. Treasury
also informed the company that several other
contract tasks were behind schedule.  Arthur
Young and Company replied that schedule slip-
page was the result of additional work required

to correct the deficient logical design provided
at the beginning of the contract. In December,
Arthur Young requested an additional $1.5 mil-
lion.

1987: In January, Treasury rejected the requested
increase. In August, Arthur Young made a fi-
nal proposal to complete the project for S14
million. In October, Treasury rejected the pro-
posal because of its high price and Arthur
Young and Company’s failure to make timely
and cost-effective progress on the existing con-
tract. Treasury deleted a significant portion of
the original requirements, and requested Arthur
Young and Company to submit a proposal to
complete the only remaining contract require-
ment—the physical design. Arthur Young and
Company threatened to cease performance un-
der the contract if Treasury did not commit to
an increase in the contract price. In December,
Treasury terminated the contract with Arthur
Young and Company for default based on al-
leged failure to perform under the terms of the
contract, and unacceptable deliverables.

1988: In April, a Treasury task force recom-
mended that Treasury convert its payroll and
personnel processing to the Department of Ag-
riculture’s National Finance Center [NFC]. In
July, the Deputy Secretary of the Treasury au-
thorized Treasury to convert its payroll and per-
sonnel processing to NFC. That same month,
Treasury changed the Arthur Young contract
termination from default to convenience of the
government. The final negotiated contract
price was $4.6 million.

As this summary shows, the federal govern-
ment is also plagued by disagreements with con-
tractors, costly mistakes, and unacceptable end
products.
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tive, even to the point of trying to “sabotage” the new personnel/payroll system. In a
memo to the former Secretary, the firm’s project manager complained that the payroll
staff were quick to complain about the system, but offered no solutions. In contrast,
he said, personnel staff were enthusiastic and took the initiative to find solutions.

We interviewed payroll staff who were involved in developing the project and
the former Director of Accounts and Reports (the current Secretary of Administra-
tion) to determine why they thought so many changes were necessary. They said they
saw the new payroll software as a step backwards in usability, and thought it was a
very poor fit with the Department’s needs. For example, the chief of the payroll sec-
tion told us the new software was not as automated as the existing payroll system, and
would require a significant increase in the amount of manual work the payroll staff
would have to perform. The former Director of Accounts and Reports said he
thought the software fit only about 20 percent of the Department’s needs. Both said
they were not trying to be uncooperative, but were trying to point out legitimate prob-
lems with the new software.

Payroll staff also complained that they did not know enough about the software
to propose solutions. The project manager arranged for a consultant to provide a two-
week training session to familiarize the payroll staff with the software. However, the
consultant stopped the training after three days, complaining to the project manager
that the payroll staff were hostile and abusive.

Disagreements and in-fighting like this continued throughout the development
of the system, and contributed significantly to delays in the project’s progress. Many
disagreements were still unresolved when the project was terminated in November
1990.

On a number of organizational levels, the Department did not effectively
deal with these disagreements and modification requests. At the project team
level, the personnel/payroll system was essentially leaderless. The Secretary had as-
signed one person to be the project team leader for both the accounting and personnel/
payroll system project teams. However, this individual spent the majority of his time
managing the accounting project team, and told us he had little time to devote to the
personnel/payroll system. The project manager told us he recognized this problem
early on in the project, and asked the Director of Accounts and Reports to assign a
separate project team leader for the personnel/payroll system. However, he said, this
assignment was not made until August 1990, or very late in the project, and then only
after the Secretary of Administration intervened.

At the project manager’s level, the manager ended up with no real control over
the actions of the division directors. Organizationally, these directors were supposed
to report directly to the project manager. In practice, however, they ended up report-
ing directly to the Secretary of Administration, and bypassing the project manager.
As a result, the project manager’s authority to effectively deal with problems and
make decisions was significantly undermined. The project manager may have con-
tributed to this situation by informing the directors in an early memo that he would be
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responsible for managing the day-to-day work of the project and for reporting to the
steering committee (which comprised the division directors) on the status of the proj-

ect. The memo specified that the steering committee had the final responsibility for
the project. :

Finally, at the top level of the organization the Secretary of Administration ulti-
mately was responsible for ensuring that the division-level infighting was brought to a
halt, that the validity of the payroll staff’s concerns was assessed, that final decisions
were made about modifications to the new personnel/payroll system, and that the
project got back on track.

The project manager and the Secretary made a number of attempts to settle
these disagreements, but apparently was unable to stop the infighting among his divi-
sion directors. In addition, we saw no indication that the Secretary or the project
manager ever considered whether the payroll staff’s concerns about the inadequacies
in the new personnel/payroll system software may be valid. One risk of making such
a determination at this stage of the project was that the Department would discover it
had acquired personnel/payroll software that did not meet its legitimate needs. The
Secretary’s ability to make a final decision as to which modifications would and
would not be made was hampered by the Department’s failure to identify its needs
before purchasing the software programs. Nevertheless, the issues were never re-
solved.

The Department Significantly Overestimated the
Expertise and Availability of State Employees
Who Were Assigned to the Project

As part of its initial contract with Peat, Marwick and Main, the Department
agreed to provide a number of staff to work on the Kansas Financial Information Sys-
tems project. The Department did not estimate the number of hours State employees
would spend on the project, because without clearly defining its needs in advance, it
had no basis for knowing the amount of work that would be required, or the skills that
would be needed. About one fourth of the project employees who responded to our
survey said the Department did not commit enough resources to the project.

Nonetheless, State employees did spend a significant amount of time on the
project. Staff from the Division of Accounts and Reports and programmers from the
Division of Information Systems and Communications who were assigned to work on
the accounting and personnel/payroll systems recorded a total of about 32,000 hours
on the project, or the equivalent of more than 15 staff years. Staff who worked on the
purchasing system did not record their hours.

A number of staff did not have the expertise or experience needed to effec-
tively carry out the role assigned to them on the project. We noted three major
areas of concern. First, the Department selected a project manager who had no expe-
rience managing a major Computer systems development project, especially one that
involved acquiring and implementing major computer software programs, and that
cut across all divisions within a major State agency.
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Second, almost immediately after the project started, it became obvious the
Department could not meet its obligation to help program the modifications to the
personnel/payroll or accounting systems. Department staff did not know the CSP lan-
guage and methodology needed to program the personnel/payroll system, and the Peat
Marwick and Main consultants familiar with this system were unavailable. The ac-
counting software package was written in the COBOL language, but the program-
ming staff assigned to the project were not all proficient in that language.

Third, some personnel assigned to the project teams for the accounting and per-
sonnel/payroll systems were new employees. Project team members had to have in-
depth knowledge of how the Department worked to be able to effectively identify the
changes that needed to be made, either in the software or the Department’s practices.
New employees, no matter how bright, were at a severe disadvantage in this effort.

There were also continual complaints about the availability of staff
throughout the project. Part of the problem may have been that the Department had
assumed many employees could work on the project part-time while still carrying out
their other full-time duties. Another problem was that the project manager had no au-
thority to assign needed staff to the project, or to transfer staff from one system to an-
other, as needed. Each division director supplied the staff to work on that division’s
particular system.

The consulting firm and the project manager asked that three additional staff
from the Division of Accounts and Reports be assigned to assist the understaffed pay-
roll team, but those employees were not provided. Peat Marwick and Main officials
also complained to the Secretary of Administration that the Division of Information
Systems and Communications had been uncooperative in assigning staff for the proj-
ect. According to those officials, the Division apparently reassigned other duties to
some programmers who initially were assigned full-time to the project. They also re-
ported that the Division repeatedly stalled the project director’s attempt to obtain the
necessary programming staff.

Because it could not meet the project’s staffing needs, the Department con-
tracted with another firm to provide programming services, at a total cost of
$1.8 million. In August 1989, the Department signed a contract with Business Infor-
mation Technology, Inc., to provide the experienced programming staff the State
could not provide for the personnel/payroll system. The cost of the contract was
about $1 million for 9,000 hours of technical support. By the time the project was
shut down, the Department had contracted with this firm to provide a total of about
16,000 hours of computer programming services for a total cost of $1.8 million.

The Contract Was Periodically Revised Because of the Problems
Experienced with this Project, and the Department Ultimately
Relieved the Firm of Any Responsibility for Completing the Project

The Department amended its contract with Peat Marwick and Main on numer-
ous occasions, generally to provide for additional consulting time and to increase the
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firm’s compensation for modifications and enhancements to the accounting system.
These amendments cost the State an additional $934,814. These changes are shown
in the accompanying chart.

As the chart shows, the first amendment to the Peat Marwick and Main con-
tract increased the firm’s compensation because additional consulting time was
needed. More importantly, however, the first amendment to the contract let Peat
Marwick and Main “off the hook” for completing the project.

Chronological Listing of the Contracts and Their Amendments

Dates Peat Marwick and Main Business Information Technology
Cost Purpose Cost Purpose
November 1988 begin the development

Contract 33,688,500 of KFIS

limit scope, accommodate
July 1989 the use of a subcontractor,
Amendment (a) $460,359 add consulting time

August 1989 program the personnel/
Contract $1,035,090 payroll system

develop involuntary
December 1989 deductions application

Amendment $92,750 for accounting system

March 1990 add consulting time
Amendment $4,500 for accounting system

add consulting time -
May 1990 State could not staff
Amendment  $263,350 accounting system

June 1990 develop check sorting

Amendment $76,880 function for acct. system

August 1990 ' add consulting time for
Contract $780,000 personnel/payroll system
November 1990 project ended - reconcile

Amendment $36,975 consultant fees

November 1990 project ended - reconcile
Amendment ($408,333)(b)  consultant fees

$4,623,314 $1,406,757

Total Contract Cost for Both Consultants = $6,030,071
(a) This amendment includes a $260,000 reduction in consulting costs to accommodate the use of a
subcontractor.

(b) Calculation of this amount includes 1,000 hours worked by Peat Marwick and Main as a sub-
contractor to Business Information Technology.
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An industry official we interviewed told us a software system contract should
always specify completed products rather than “time and materials,” to ensure that the
buyer gets the finished product it wants. When we reviewed the Department’s initial
contract with Peat Marwick and Main, it was not clear whether the contract was for a
specified product or for time and materials. Although it appeared to specify certain
products that had to be completed, it also specified the hours the firm would work on
the project. That first contract did not tie payment to either hours or products, and
there was no penalty for non-performance.

However, the first contract amendment clearly changed the agreement to a con-
tract for a specified number of hours worked, rather than a completed project. By
making this change, the Department may have eliminated the State’s recourse against
the firm for not completing the project.

The Department Significantly Underestimated the
Ongoing Processing Costs for the New Accounting System

Only one system—the new accounting system (STARS)—has been put into
operation. Early estimates of processing costs for that system were about $40,000 per
month. For the month after it began operation, however, the processing bill was
about $150,000.

Department officials attempted to isolate the reasons for these higher- than-an-
ticipated costs. They reported that system users were printing out more reports than
needed, that computer file sizes were too large, and that not enough space had been
allocated on the hardware to efficiently run the system’s programs.

The Department also reported it has taken a number of actions to correct these
problems. For example, programs were modified to allow them to run faster, unused
space was eliminated from the computer files, and unneeded data were purged from
the system. In addition, the newly acquired IBM-compatable mainframe computer
has increased the system’s operating speed.

For fiscal year 1991, the processing charges for the new accounting system
were $1.4 million, or an average of about $120,000 a month. For the first six months
of fiscal year 1992, these processing charges have averaged about $72,000 a month.
The initial processing costs have been reduced by more than half, but still signifi-
cantly exceed the early estimates.
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Was it to the State’s Advantage to Use the
Procurement Negotiating Process for This Project?

The negotiated procurement process is allowed by law to give State agencies
the flexibility to evaluate the relative abilities of vendors, including their technical or
professional expertise. It is not a totally unstructured process; certain requirements
are built-in to ensure that agencies request what they need, and receive what they re-
quested.

Using the procurement negotiating process for this project was not to the
State’s advantage because the Department of Administration did not follow the basic
requirements called for to make that process work well. We were unable to evaluate
whether that process would have been to the State’s advantage if the Department had
followed those requirements. Only two of five neighboring states we contacted al-
lowed their state agencies to use a procurement negotiating process. These findings
are discussed in more detail in the sections that follow.

The Procurement Negotiating Process Is Designed to Give
State Agencies Flexibility in Contracting for
Highly Technical Products and Services

K.S.A. 75-37,102 allows the chief administrative officer of a State agency to
request that a procurement negotiating committee be formed to obtain services or
technical products for the State. This law provides an alternative to procuring prod-
ucts through the competitive sealed-bid process, in which a contract is awarded to the
lowest bidder. It gives agencies the opportunity to meet with and evaluate the vendor
and its product in a variety of areas. This process was originally authorized in 1987
for the highly technical and fast-changing area of computers and telecommunications.

Under the procurement negotiating process, a request for sealed proposals is
prepared and published, and the agency may hold a pre-proposal conference for the
interested vendors to ask questions about the request. After the proposals are re-
ceived, the agency evaluates them and holds further discussions with those vendors
whose proposals look most promising. These vendors then are asked to submit their
best and final offers. The offers are evaluated and final negotiations are entered into
with one or more vendors. The contract is awarded to the vendor with the most ad-
vantageous proposal for the State.

In situations where agencies must evaluate the relative abilities of vendors to
provide certain products or perform certain tasks, including their degree of technical
or professional experience, the procurement negotiating process can provide needed
flexibility. The successful firm and terms and conditions of the contract are not
made public until after the contract is awarded. This approach helps ensure that com-
petitive pressure is maintained throughout the process.
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Certain requirements are built into the negotiating process to ensure that
agencies request what they need, and receive what they requested. The Division
of Purchases’ Policy and Procedure Manual specifies the procedures an agency must
follow during the negotiated procurement process. Those requirements include the
following:

srequests for proposals should contain a statement of the work being required of a prospective
contractor. This statement of work forces the agency to identify what it needs, and the ele-
ments of the statement become part of the contract to ensure that the needed product is ob-
tained. (This statement is similar to the detailed specifications developed for a competitive-bid
process.) The manual states, “The preparation of the specifications or statement of work is one
of the most critical steps...It is [in] essence a contract, and sets forth minimum requirements.”

*agencies must develop a new request for proposals if an amendment to a previously issued re-
quest would significantly modify the nature of the original.

*the procurement negotiating committee must evaluate the proposals. This evaluation is de-
signed to determine which proposed product or task will best serve the agency’s needs. An ex-
tensive review, verification, and analysis of each proposal must be performed before entering
into serious discussions.

The State Did Not Benefit by Using the Procurement Negotiating
Process for This Project, Not Because of the Process Per Se, but
Because the Department Did Not Follow Some Basic Requirements

The Department did not follow several of its own requirements. For example,
it did not prepare a statement of work (specifications) for the integrated financial in-
formation systems, primarily because it had not clearly identified its own needs. Of
the four vendors who initially submitted proposals for the system, two complained
about the Department’s failure to issue specifications.

In addition, the Department did not issue a new request for proposals when it
significantly changed the purpose of the initial request for an automated purchasing
system.

The procurement negotiating committee, consisting of three division directors
within the Department, did evaluate the software proposals on such things as system
design, maintenance support, and vendor performance. However, the committee was
unable to evaluate the software on how well it fit the Department’s needs, again be-
cause the Department had not analyzed those needs.

Department officials told us that the procurement negotiating process gave
them the opportunity to learn about each vendor’s product, and what that product
could do. They said the State did not necessarily get a better price by using the nego-
tiation process, but it might have gotten a better understanding of what it was receiv-
ing. This latter comment appears to be contrary to the Department’s actual experi-
ence with the software modifications for this project.

Had the Department followed the requirements set out for the procurement ne-
gotiating process, we might have been in a position to assess whether that process ap-
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peared to be appropriate for acquiring computer systems. As it was, we did not have
sufficient evidence to draw any conclusions.

We found that two of five neighboring states allow their state agencies to
use a procurement negotiating process to obtain computer equipment or soft-
ware. We surveyed officials in the four surrounding states and Iowa. Three of the
five states—Colorado, Iowa, and Missouri—did not allow State agencies to use nego-
tiated procurements at all. Officials in Oklahoma said they did not usually allow ne-
gotiation, but occasionally made exceptions. Nebraska, which has a policy similar to
Kansas’ policy, was the only State that allowed negotiated contracts for computer
hardware and software, as long as bids were taken.
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What Options Does the Department Have for Implementing
the Kansas Financial Information Systems Project?

We found that the most critical decision facing the Department was what to do
with the personnel/payroll system. The current system has longstanding problems
that will not be solved by upgrading the Unisys computer. Before deciding whether
to complete the new system or correct the problems with the current one, the Depart-
ment must consider such things as whether the new system will actually meet the De-
partment's needs and the cost implications of the various options. The decision about
completing the purchasing system should be based on the Department's needs for the
system and a determination of how close the system is to being completed.

The Most Critical Decision Facing the Department and Legislature
In This Area Is What To Do With the Personnel/Payroll System

The Department of Administration has spent more than $5 million in con-
tracted costs, and has invested more than 32,000 hours of State employees’ time, ac-
quiring and modifying software systems for the Kansas Financial Information Sys-
tems project. Yet most of that project has not been completed. The State still does
not have a new personnel/payroll system, an automated purchasing system, or a fixed
asset system, three major elements of the project.

In its March 1991 report, Price Waterhouse concluded that the old personnel/
payroll system (KIPPS) needed to be replaced or enhanced because of increasing
maintenance costs, the lack of readily accessible information for users, limited func-
tions, poor documentation of the system’s operating software, a substantial amount
of data redundancy with the State’s other central processing systems, and an overall
lack of integration with those systems.

In addition, according to the Secretary of Administration the recent decision to
replace and upgrade the Unisys computer was based on his conclusion that the exist-
ing personnel/payroll system was subject to imminent failure. He added that no major
revisions are planned for the current payroll/personnel system, although he said the
Department would do whatever was necessary to keep the system operating properly.

Replacing and upgrading the Unisys computer apparently will do nothing
to solve the problems inherent in the current personnel/payroll system software
(KIPPS). The current personnel/payroll system is considered to be very “fragile” and
dangerous to modify. But as new laws or requirements have been put into effect over
the years, the existing system has had to be repeatedly “patched” to accomplish those
tasks.

Department officials told us that replacing and upgrading the Unisys computer
will ensure that that computer’s operating systems and hardware are stabilized, and
that the State will receive technical support from Unisys that is no longer provided on
the old computer system. The Secretary of Administration also said that these im-

26.



provements would give the State time to make an informed decision about the Kansas
Financial Information Systems. But Department officials readily acknowledge that
the new acquisition will not address the problems inherent in the existing personnel/
payroll software.

Because of the importance of the personnel/payroll system to the State’s cen-
tral operations, and because of the apparent problems in the existing personnel/payroll
system, something must be done to address the State’s long-term personnel/payroll
needs.

Most upper-level Department staff involved with the project supported the
idea of completing the system, but they pointed out certain actions or policy deci-
sions that need to be made first. We interviewed the members of the project steer-
ing committee to obtain their views as to how the State should proceed. As noted ear-
lier, these members were the former Directors of Accounts and Reports, Purchases,
Personnel Services, and Information Systems and Communications, and the former
Secretary of Administration.

In general, most officials told us they thought the State should continue imple-
menting the Kansas Financial Information Systems project. However, the current
Secretary of Administration (the former Director of Accounts and Reports) said he
thought a complete needs analysis of the Department’s personnel and payroll func-
tions should be completed first, before a decision was made. In addition, two offi-
cials pointed out the need for certain policy decisions to be settled before proceeding
any further. They cited two areas:

« whether to include the Regents’ institutions in the personnel/payroll system
(they are now excluded)

» whether to operate two separate mainframe computers, where one does not
back-up the other in case of failure

These were emotionally charged issues that had disrupted earlier efforts on the
project, and apparently had never been decided.

If the decision is made to complete a new personnel/payroll system, the
Department must first determine whether the purchased software is suitable for
the State’s needs, and the most cost-effective approach for implementing the sys-
tem. The Price Waterhouse report recommended that, if this option were chosen, the
Department’s system requirements should be redefined and the State should evaluate
alternatives before deciding on a specific software. The State could then decide
whether to continue with the development of the new Kansas Automated Human Re-
source System (KAHRS).

Under this option, the State could either do the work with existing employees,
or contract out the work. State employees may have an intimate knowledge of the
personnel/payroll function, but the Department does not have employees with the
necessary programming skills. Current staff would have to be trained, or new em-
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ployees would have to be hired. A consuitant may be able to complete the job more
quickly than State employees, without the up-front need to hire new employees.

A more detailed cost-benefit analysis than the Price Waterhouse report would
be needed to determine which approach would be most cost-effective. However, two
firms submitted proposals in late 1990 to complete the payroll/personnel system for
the Department. These firms indicated that completing the system would take about
one year, and that the State’s contract costs would be between $600,000 and $1 mil-
lion, depending on the number of State personnel assigned to the project. These costs
likely would be higher now because of the length of time that has passed since the
project was shut down.

Correcting the problems with the old personnel/payroll system (KIPPS)
may be difficult. The Department could continue to patch the old system to keep it
going. However, given the system’s age and the apparent extent of its problems, the
Department would run the risk of the system not functioning. We were unable to as-
sess the extent of this risk. Also, the old system would not include some of the ad-
vantages of the new system, such as the ability to track applicants for each position,
or to generate personnel resource cost projections.

Instead of continually patching the existing personnel/payroll system, the De-
partment could rewrite it. As with a new system, before doing so the Department
would need to conduct a thorough analysis of its needs to ensure that any newly writ-
ten software program addressed those needs. One benefit of rewriting the existing
personnel/payroll system is that Department staff are already familiar with it.- A po-
tential drawback: the initial development of the existing personnel/payroll system
(KIPPS) was a multi-year project that required a significant investment of time and
resources. There is no reason to think the development of a new system would be
much less demanding.

Addressing the State’s personnel/payroll system needs will have serious
economic implications. The Department will not be able to accurately estimate the
cost of modifying and installing a new or rewritten personnel/payroll system until af-
ter it fully analyzes the State’s personnel and payroll needs. Such an undertaking is
likely to be complex and costly. Because the new personnel/payroll system was not
installed as originally planned, the Department was unable to eliminate the Unisys
computer. Hence, the Department will not have the cost savings generated by elimi-
nating the Unisys computer to finance that project.

In addition, there are potential long-term cost implications for the State, de-
pending on the method chosen to address the State’s software needs. If the Depart-
ment completes the new personnel/payroll system (or decides to acquire another soft-
ware package that is a better “fit”), that system presumably would be operated on the
IBM mainframe computer, eliminating the need for the Unisys computer. However,
if the existing personnel/payroll system is rewritten for the Unisys computer or
patched, the Department would continue to operate both the Unisys and IBM comput-
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ers. Apparently, this would necessitate having to continue to maintain separate staffs
for both computers.

The Secretary of Administration told us his decision to replace and upgrade the
Unisys computer would not influence the ultimate decision about whether to com-
plete the new personnel/payroll system. Keeping the perceived politics of the IBM-
versus-Unisys debate out of this decision will be critical to its ultimate success. In
our opinion, the ultimate decision should be based solely on an independent analysis
of the Department’s personnel and payroll needs, and on the most cost-effective way
to meet those needs.

The Decision About Completing the Automated Purchasing System
Should Be Based on the State’s Needs for Such a System and on a
Consideration of How Close That System Is to Being Complete

Earlier audits completed by this office have pointed to the need for an auto-
mated purchasing system in Kansas. An automated purchasing system would pro-
vide for automated selection of vendors, comparisons of bids to historical costs, the
tracking and assessment of vendor performance, and the ability to track items that
agencies buy in sufficient quantity to attract volume discounts. The Legislature ap-
parently agreed to the need for an automated purchasing system when it appropriated
about $372,000 to acquire a new system.

Most people we interviewed who were knowledgeable about the new pur-
chasing system thought it should be completed. The Division of Purchases had
prepared a detailed analysis of its needs for an automated purchasing system before it
initially went out for bids on such a system. According to the former Director of Pur-
chases, his staff had evaluated most of the available purchasing software programs
against the Division’s needs. Although the former Director and the project manager
told us the purchasing system in the Peat Marwick and Main package (ADPICS)
would not have been their first choice, they both said it was adequate to meet their
needs.

According to the project manager, the purchasing system the State bought was
about 85 percent completed when the project was shut down in November 1990. He
estimated that it would take about 1,500 hours to complete. According to the man-
ager, there were few problems in this system’s development, it was just a matter of
finishing the work that had been started.

Finally, we would point out that the new purchasing system would be inte-
grated with the State’s new accounting system (STARS). This was one of the initial
vendor arguments for acquiring new, integrated financial information systems in the
first place.

Before the new automated purchasing system is completed, the Depart-
ment must determine whether its operating costs will be excessive as Department
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officials have suggested. In November 1990 correspondence with the Director of the
Budget, former Secretary of Administration Shelby Smith included an analysis of
projected data processing costs. That analysis showed the projected annual process-
ing costs for the automated purchasing system to be $600,000 a year by fiscal year
1993. Secretary Smith and, later, Acting Secretary Art Griggs, both cited these high
data processing costs for the purchasing system as one of the factors considered in
shutting down the Kansas Financial Information System project. The Department had
already experienced significantly higher-than-expected processing costs when the
new accounting system came on-line.

By objectively evaluating that system, the Department will have a basis for

knowing whether its processing costs will, in fact, be high, the reasons for those high
costs, and the remedies available, if any, for making that system operate more effi-
ciently and serve the State’s needs on a cost-effective basis. If such an evaluation
showed that the automated purchasing system the Department purchased cannot be
operated on a cost-effective basis, the Department would again have to consider
going out for bids to obtain a software program that would meet its needs and could
be integrated with the State’s new accounting system (STARS).

Conclusion

There is an apparent need in this State both for a new or revised per-
sonnel/payroll system and for an automated purchasing system. However,
before any decision can be made about completing the Kansas Financial In-
formation Systems, fixing existing software programs, or acquiring new
ones, the Department must conduct the thorough planning and analysis that it
failed to do at the project’s start.
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How Can the State Help Minimize Recurring Problems in the
Development of Its Major Computer Systems?

The State has invested millions of dollars over the years in developing or ac-
quiring major computer systems, often for systems that are completed only after
lengthy delays or cost-overruns, or that are never completed at all. Our audits have
shown that State agencies share many common problems in developing major com-
puter systems. Kansas is not alone in this area; other states and federal agencies have
experienced similar problems as well. Computer systems are not developed in a static
environment; needs change, employees come and go, and time and cost estimates
must change with them. However, there are steps that agencies can and should take
to help minimize the recurring problems that can be avoided. These include proper
planning, strong project management, and the commitment of sufficient resources
throughout the project.

In addition, the State needs a central agency to take the responsibility for ensur-
ing that the management practices described in this audit are followed in the develop-
ment of large computer systems in Kansas. The most logical agency is the Depart-
ment of Administration’s Division of Information Systems and Communications.

Our Audits Have Shown That Several State Agencies
Have Experienced Similar Problems In Developing or Acquiring
Major Computer Systems

Since 1987, Legislative Post Audit has completed five audits examining vari-
ous aspects of State agencies’ acquisition or development of major computer systems.
These audits are as follows:

1987 (Department of Revenue)
Problems Implementing the Kansas Business Integrated Tax System

1989 (Department of Revenue)
Reviewing the Department of Revenue’s New Computer Systems:
Vehicle Information Processing System and Computer Assisted Mass
Appraisal

1990 (Department of Social and Rehabilitation Services)
Comprehensive Automated Eligibility and Child Support Enforcement
System

1992 (Department of Administration)
Examining Problems Implementing the Kansas Financial Information
Systems
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Although some of these computer systems were plagued with more serious

problems than others, in most cases there were significant cost overruns and delays in
implementation. These audits have identified a number of common weaknesses asso-
ciated with the ways State agencies develop and acquire major computer systems. In
general, we have found that State agencies:

do not adequately plan or manage their computer projects

prepare unclear and often unenforceable contracts that do not hold contrac-
tors responsible for providing completed systems

consistently underestimate how much work will be involved in the project

underestimate costs, often leaving out normal costs that someone should be
able to help them identify

do not assign a high-enough priority to developing and completing their com-
puter systems

assign people with other full-time jobs to carry out important tasks

consistently overestimate how much of a project can be handled by in-house
staff

move on to new project phases before fixing the problems identified in previ-
ous phases

underestimate how much computer capacity will be needed to operate a sys-
tem once it 1s developed and running

lack the knowledge and ability to realistically assess the adequacy of consult-
ants’ work

pay outside consulting firms or vendors for poor work
often must use their own staff resources to “fix” systems that operate ineffi-

ciently because such problems are not discovered until after consultants have
been paid.

We surveyed officials in the four surrounding states and Iowa to determine

whether they experienced similar problems with computer systems development. We
also reviewed reports by the U.S. General Accounting Office related to the problems
federal agencies had experienced in acquiring and developing computer systems. The
problems noted by the other states and the Federal government were similar to the
ones Kansas has experienced.
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Surrounding States Report Having
Systems Problems Similar to Kansas

We surveyed agency officials in the surrounding states and lowa, who were responsible for
overseeing the development of state computer systems. Officials from all five states said that
they had experienced problems with the development of computer systems that were similar to
those experienced with the Kansas Financial Information Systems project. The following are
some of their comments:

Colorado: Officials reported that they were installing a statewide accounting system. Several of
that system’s modules will not be in place when the project is finished including the purchasing,
budgeting, and inventory components. Officials said the development of the system from ofi-the-
shelf software will not be fully functional because the project was not well managed. An outside
consultant was hired to develop the request for proposal for the system. The consultant noted
everything the users wanted the system to do, and led the users to believe that all those things
could and would be done. As a result the users’ expectations for the system were unreasonably
high. The official also said that a project manager was hired who did not have a strong technical
background, which resulted in some portions of the project using more than their share of the
budget. He indicated that a problem resulting from the reduced functionality of the finished sys-
tem was that savings from consolidating the purchasing, budgeting, and inventory medules were
to have partially financed the project.

lowa: Officials reported that his agency they were installing a detailed criminal-incident-based re-
porting system. The major problem with implementing the system has been that the system re-
quirements have changed. As a result, getting the system up and running is falling behind sched-
ule. This official said the main problems with implementing large computer systems stem from
poor project definition, changes made after implementation has begun, and mandated deadlines
set without regard to the scheduling needs of the project. He said that the development methodol-
ogy used in his state is characterized by heavy user involvement in systems development, and
frequent checkpoints where administrators must sign off on the progress to date.

Oklahoma: Officials reported that they were developing an integrated central system, incorporat-
ing modules for payroll, purchasing, personnel, central accounting, and budgeting. The system
was written in-house. Because the system took so long to develop, changes in personnel, state
and federal laws, and agency procedures had to be dealt with as they occurred. Officials said that
they instituted improved project management practices, including using development teams, strict
separation of programmers and production staff, and a new systems development methodology.
The new methodology is characterized by a lot of user involvement in the development process,
and several checkpoints where users must approve the work as it proceeds. Oklahoma officials
recommended getting software from ancther state or buying packaged software instead of trying
to write it in-house.

Most Problems the State Has Experienced
With the Development of Large Computer Systems
Could Be Avoided by More Stringent Controls

Some agencies in State government have sizable computer operations and staff
possessing the background and knowledge that would allow them to deal effectively
with vendors offering products and services to the State. Other agencies, because of

their size, often do not have staff with these same skills at their disposal. To gain.

control over the development of large State computer systems, central controls need
to be established to ensure that a sound systems development methodology is estab-
lished and strictly followed in the acquisition of all computer programs and systems.
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Staff Comments About What Could Be
Done Differently to Avoid Problems in
the Future

We sent surveys to 68 State employees
who had worked on the Kansas Financial Infor-
mation Systems project. We received 33 com-
pleted surveys from these employees for a re-
turn rate of 48.5 percent. One of the questions
asked was what the State could do differently
to aveid problems with computer development
in the future. Some of their comments are
shown below.

— The State could appoint a project
leader with expertise and experience in new
systems development.

— There should be thorough research
and planning before undertaking a project such
as the Kansas Financial Information Systems.

— The State needs to realistically assess
in-house staff expertise, experience, and
availability to work on the project. Top man-
agement needs to motivate everyone on the
merits and importance of the project, as well as
the necessity to accept change.

— The State needs to ensure that compe-
tent managers and project leaders are in
charge. Staff who are expected to develop and
maintain the systems need to be fully trained.

— “Ready-made” software packages
should not be assumed to be the answer to all
things; neither are consultants. Decision mak-
ers should listen to State personnel’s input be-
fore decisions are made.

— A thorough analysis of the functions
and data needs of the system should be com-
pleted before the bid specifications are written.

— We must have a clearer definition of
the goal and scope of the project, and must
have commitment from management from all
levels for all the resources the project needs.
We needed more agency involvement and
more involvement from actual end users. We
seemed to be constructing a system for the
ease of use of the programmers not the end
users.

— Become knowledgeable about the ac-
tual capabilities of the software package and
define system requirements before making any
software purchasing decisions. Clearly define
the scope of the project. Devote adequate re-
sources to the project. Achieve widespread
management support for the goals and objec-
tives of the project before the work begins.

There is a widespread perception
that the Division of Information Systems
and Communications (DISC) has always
had the responsibility for monitoring com-
puter systems development. The Division
has not assumed this role. Under State
law, the Division is required to prepare all
specifications for bids for acquisition of
data processing equipment and programs.
It has never been required by State law or
regulation to monitor the projects to com-
pletion. Hence, once specifications are
drafted, the Division has not been respon-
sible for monitoring projects to ensure
their successful completion.

There are a number of things that
State agencies need to do to ensure the ul-
timate success of computer projects. For
example, top level management in an
agency acquiring a new computer system
needs to demonstrate full support and
commitment to the project so that other
staff working on the project understand the
importance of its successful completion.
Agency management needs to select or
hire a manager for the project that is
skilled and experienced in implementing
the type of computer system being con-
templated, and provide that manager with
the authority and resources to complete
the project on schedule. In turn, that man-
ager needs to be held accountable for
timely completion of the project. Users of
the system need to be consulted during all
phases of the development to ensure that
needs are being met and that those users
will be satisfied with the new system being
implemented. Specific management steps
will be listed in the recommendations.

There is also a need for a central
agency to control and monitor the plan-

ning and implementation of computer systems. It would make sense for the Division
of Information Systems and Communication to assume this role. Failure to properly
plan and monitor the implementation of computer projects has generally led to
enormous cost overruns and significant delays if not outright failure of projects. Al-
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though the time commitment and cost of properly planning a project is significant, the
cost of not doing these things can be enormous. The following recommendations
should help minimize State agencies recurring problems in developing major com-

puter systems.

Conclusion

Most of the problems the State has experienced with computer systems
development have not been technical problems but basic management prob-
lems. Having someone in State government that is responsible for monitor-
ing the application of some basic management practices can help minimize
these problems. However, each agency must ensure that the people manag-
ing and working on these projects have the experience, skills, and training
that they need to do the work. Computer development projects deserve
higher priority than they have received.

Recommendations

1. To ensure that computer systems are thoroughly planned and effi-
ciently developed, the Department of Administration should develop writ-
ten policies and procedures to ensure that:

a. Once an agency makes the decision to acquire or develop a major
computer system, the agency conducts a thorough analysis to define its
computer needs (the needs to be met by the computer system). If this step
is contracted out, employees of the agency should be significantly in-
volved in the process. Users must be made an integral part of this process
as well.

b. Once this needs analysis is completed, the State agency should use the
information provided to specify the tasks and products involved in the de-
sign and implementation of the system. This process includes developing
specifications for the request for proposals, and should be available to ven-
dors for their review before developing their proposals.

c. Once this needs analysis is completed, the State agency should use the
information provided to evaluate and estimate the resources it will need to
carry out the project. Those resources include both costs and personnel.

d. The choice of a vendor should be made based on a comparison of the
vendors’ products with the needs identified in the requirements definition.
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c.

Contracts with vendors provide:

— for the use of an adequate computer development management sys-
tern.

— for specific products at each phase of the development of a system.
Payment should be based on State acceptance of completed products.
Each product should have a specific price attached to it and the State
should only pay for completed products.

— that if Department staff are used in the project, their numbers and
duties are clearly specified so that the vendor cannot blame its failure to
perform contractual obligations on State staff.

— for a realistic penalty for non-performance by the vendor.

To ensure that all State agencies follow the written procedures it has
developed, the Department of Administration should designate a person or
agency to be responsible for monitoring agencies’ compliance with those
procedures.

The Secretary of Administration should periodically determine that the
person or agency responsible for enforcing procedures related to computer
systems development is adequately fulfilling that role.
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APPENDIX A

Agency Response

On January 14, 1992, we provided copies of the draft audit report to the Secre-
tary of Administration. His response is included as this Appendix.
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STATE OF KANSAS

DEPARTMENT OF ADMINISTRATION
State Capitol
Room 263-E
Topeka 66612-1572
(913) 296-3011

JamEs R. COBLER, Secretary JjoaN FINNEY, Governor
January 22, 1992

Barbara Hinton

Legislator Post Auditor
800 Jackson, Suite 1200
Topeka, KS 66612-2212

JAN 7

Dear Ms. Hinton:

We have completed our review of the Legislative Post Audit report, Examining
Problems Implementing the Kansas Financial Information Systems (KFIS). Your auditors did
an excellent job presenting the history of the project and summarizing the basic steps that
need to be followed to implement large automated systems. In response to your
recommendations, I have asked Jean Turner, DISC Director, to prepare policies and procedures
to guide state agencies in designing systems. I have also directed the Division of Purchases
to develop administrative procedures to insure all negotiated procurements follow state
regulations.

DISC will develop policies and procedures which clearly state the standards for
preparingrequirements definition and formonitoring the progressofdevelopment effortsbased
on preestablished project milestones and deliverables. These policies and standards will be
available for legislative review within six weeks. I have also asked DISC to base these
standards on control objectives promulgated by the EDP Auditors Foundation and the U. S.
General Accounting Office (GAO). Finally, I have asked DISC to prepare an implementation
plan for monitoring the work of agencies and consultants involved in system develop projects.
Although DISC does not have direct authority to withhold appropriated funds or shut down
development projects, DISC can play a key role in documenting agency compliance with
standards and state policies. In this regard, I want DISC to prepare audit reports for review
by top level agency officials. These reports will summarize compliance with development
standards and policies. The reports will also document project costs and budgets as
established by agency fiscal officers and information systems managers. This work will be
done by the DISC Bureau of Information Resource Management. [ have asked DISC to absorb
the cost through reassignment of personnel.

I have also directed the Division of Purchases to develop a training program on how

to prepare information technology bid specifications. The training program will include
detailed instructions on how to establish project milestones, how to specify discrete
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Barbara Hinton
January 22, 1992
Page 2

deliverables, and how to develop penalties for failure of vendors to honor contractual
provisions for large system development projects. All agencies must attend the training in
advance of contracting for large system development projects. Again, I have asked Purchases
to absorb the cost of this work.

As we move forward on these initiatives I will keep the legislature informed about the
status of projects and successes we realize from a proactive approach to solving the problems
identified by the auditors in their report. This Administration is committed to re ducing waste
and inefficiency in Kansas government. Therefore, we will make every effort to cost-effectively
solve the KFIS project problems we inherited and avoid making the mistakes associated with
the failure of the KFIS project during the justification, planning and implementation of future
statewide automation development projects.

The report contains some statements regarding my performance with which I disagree very
strongly. Because I realize it is impracticable for Legislative Post Audit to include the full
story from each person’s perspective, I will resist the temptation to discuss these items point
by point.

During our review of the report we took note of the statement on page 11 that the
upgrade of the UNISYS system "...must be viewed as additional costs the State will incur
because ofthe Department's inability to implement the Kansas Financial Information Systems
project.” The audit report implies the entire upgrade cost is "additional," but fails to Tecognize
that there is also a cost to process payroll/personnel had KFIS been implemented in the IBM
compatible environment. In our view, any "additional cost" is the difference between the cost
to process on the UNISYS system (KFIS not implemented) compared to the cost to process on
the IBM compatible system (KFIS implemented).

One must keep in mind that when the decision was made to upgrade the Unisys computer,
I was faced with maintaining the existing obsolete hardware and software or trade the costs
of doing so for an upgrade which would replace both the obsolete hardware and software.
In addition, I was under the time pressure of running a system which without notice could fail
and cause a significantly late payroll. What was done was a cost swap. We traded money
which would have been paid for maintenance of an old system for a system upgrade. It was
the only practical way of stabilizing this computer environment in a short period of time within
the appropriations available.

Once again, I wish to complement your staff on the audit report. Please be assured
your recommendations will be implemented immediately.

Sincerely,

James R. Cobler
Secretary of Administration
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MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE

Introduction

I wish to thank you for the opportunity to testify regarding
the recent decision to upgrade the UNISYS data center. As you
know, over the past several years the state attempted to reprogram
its accounting, purchasing, fixed assets and payroll/personnel
systems. This initiative, called KFIS, was only partially
successful. The accounting system was reprogrammed and it now
operates on the DISC Amdahl computer. However, the payroll/
personnel, purchasing, and fixed asset systems were not
successfully developed. In my presentation I will focus on the
consequences of not successfully migrating the old payroll/
personnel system (KIPPS) from the UNISYS to the Amdahl processing
environment.

Equipment failure and maintenance problems

Payroll/personnel processing is a critical state application.
If the state missed a payroll, the consequences could be
devastating. When I became the Secretary of Administration I asked
DISC to provide me information regarding the amount of maintenance
required to support the UNISYS system. When I reviewed the
maintenance reports, I immediately noticed a large number of calls
to the vendor to repair and maintain equipment used to process the
payroll. Based on this information I asked for a report that
showed the age of the equipment and system software used by DISC.
I discovered that key pieces of equipment were old and that the
system software had not been upgraded to current release levels.
This helped me better understand why maintenance calls were so
frequent. As you might expect, I became very concerned about the
risk of missing payrolls because of equipment or system software
failures.

During the last session, we advised the legislature that the
computer equipment and system software were so old that the vendor
could not and would not guarantee maintenance. 1In the computer
jargon, the products were not supported. That means the
manufacturer was no longer making repair parts or making new units
for major portions of the computer. Further, asking their software
support people to help us was a little like asking an attorney what
the law was in some old prior year. It took some research before
they could begin to try to solve the problem.

I was interested to see if other professionals working with
the system had documented their thoughts about these problems.
A search of the correspondence regarding this issue revealed the
following items. A copy of Mr. Merryman's memo is submitted as
attachment A. '
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First, on January 29, 1991, Jerry Merryman wrote a memo to Jean
Turner regarding the Unisys hardware. The memo refers to a disk
drive failure which threatened the payroll system. The memo
indicates a disk drive had failed on a Thursday night. It further
states that two payroll files had not been recovered as of the
following Monday afternoon. The memo goes on to state that the
situation was finally successfully resolved. The memo goes on to
state there had been three other similar disk drive problems in the
preceding weeks. The memo concludes with the following statement
which I quote. "You've heard statements that there could be
difficulties with payroll due to equipment failures and software
problems on the Unisys. We have them now. We were just lucky this
time." Close quote. I ask but one question. Should we as state
officials rely on luck to get the payrecll for over 50,000 state
employees processed?

Just so we will not think this is merely the opinion of a single
person, Mr. Virgil Basgall stated in a sworn affidavit and I quote
"Tt would be impossible to meet the schedules if the malfunction
were to occur during the peak payroll processing cycles." Close
quote. Also, at that time, Mr. Basgall's statement included the
following "The department of Administration is trying desperately
to replace the KIPPS system before one of the three resources--
manpower, hardware and software fails us and prevents us from
providing the State of Kansas with accurate and timely payroll
processing." Close quote.

Attached you will find a bar graph which shows the failures and
maintenance calls by month. Please see attachment B. I would
encourage you to look at that graph carefully. You will note in
April, parts were replaced 16 times or roughly every other day. We
are truly fortunate that we have not have a "fatal" failure which
would have cause a missed pay day.

I found myself impaled on the horns of a dilemma. If I did
nothing and a machine or system software failure were to occur, a
payroll would certainly be several days late. On the other hand if
I upgraded the machine, I would probably be criticized by certain
members of the legislature.

Please bear with me while I walk through a potential failure.
Suppose we had a failure that caused the February 1, 1992 payroll
to be about a week late. Over 50,000 state employees and their
families would be very unpleasantly affected. There would be large
unhappy groups gathering in front of the Statehouse to demand an
explanation. I would be called upon to explain the unexplainable
in front of a very excited group. Now while I am confident the
Legislators who have ask me to wait until the machine failed before
acting would have been bravely at my side. I am further confident
they would have said, in an election year, wait part of the
responsibility is mine. But no amount of explanation would really

help.
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, Then undoubtedly, I would have faced legislative committees
who would ask why any reasonable person could not have foreseen the
problem coming. Some would have asked isn't it your responsibility
to process the payroll timely? These legislators would have and
should have pointed to the information I have shared with you today
and demanded an explanation. Especially, legislators would have
said, you could have corrected this problem and saved taxpayer
dollars in the process. Mr. Cobler, what possible explanation
could you have? Again I am confident the legislators who urged me
to wait for a failure would have come to my aid. However, the
problem would have already occurred. I ask you if this were to
occur, consider what position you would have taken.

In my judgment we were at a crisis point. We simply could not
risk the timely processing of payroll on such a "rocky" foundation.
If I am to explain anything to anyone, I would rather explain a
sound business decision. Neither I, nor you, would like to try to
explain a failure of that magnitude to over 50,000 state employees
and their families.

KIPPS application concerns and risks

In addition to my concerns about the risk of equipment and
system software failure, I am also concerned about the KIPPS
application itself. The KIPPS application was written by state
employees in the early 1980's. It has been modified numerous times
over the years and I was advised by Department staff that the
application is somewhat fragile. As computer programs are amended
through patches and changes, the program code becomes harder and
harder to understand and manage. This occurs because over the
years many different employees work on the code and the
documentation of how they change the code becomes confusing as more
and more changes are made. When I looked at this problem in light
of my concerns about hardware failure, I became even more concerned
about the risk of missing payrolls. I realized that if the
Department could provide a safe processing environment for KIPPS,
a large part of my concern would be mitigated.

Time required to redesign payroll and personnel

Next I thought about how long it might take to successfully
rewrite KIPPS to run in either an Open Systems or IBM compatible
environment. I reasoned that if we started today it would likely
take four to five years to complete the effort. 1In FY92 we would
need to thoroughly review payroll statutes and to determine policy
decisions that would need to be made on payroll needs and
requirements. Naturally, I would want to involve key users in
these discussions. These users include the Board of Regents and
other executive branch agencies in addition to the Legislative,  and
Judicial branches. In FY93 we would need to develop a very
complete requirements definition, prepare options to meet
requirements and review with appropriate Legislative committees.
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Also, we would prepare contract documents specifying discrete
deliverables, project milestones, and penalty provisions for
systems analysis and programming work. In FY94 we could begin the
actual systems analysis work, and in FY95 we could start and finish
the programming. Finally, we could arrange to convert the systenm,
train users, and finish the rewrite of regulations and statues
based on the requirements definition.

I reason that it would take four to five years to redesign,
program, and implement the payroll/personnel application. Thus, I
felt that if we continued with old UNISYS equipment during this
period, the probability of a missed payroll would be very high.
Clearly, the older UNISYS system hardware and system software would
not carry us for an additional five years.

My view was reinforced by advice I received from the various
divisions within the Department. The recent Legislative Post Audit
report also appears to support my reasoning. They found that the
state attempted to convert the systems too quickly and did an
inadequate job of involving users and developing requirements
definitions. I want to assure you, the Department will not make
these mlstakes while I am Secretary.

Future approach to computer issues

I feel I must take a moment here to speak about my opinion for
a long term solution to a problem that has been plaguing our State
for about 10 years. All of you have been pulled one way and then
another by both sides on a very complicated problem. Any time you
have a proposed solution which demands that you rule out a major
segment of an industry you will have conflict.

Today we have the option to specify software solutions which
can be run on virtually every hardware vendors equipment. They no
longer have to be "HARDWARE SPECIFIC". What is more important, our
software investments do not have to be lost because a decision is
made to change hardware vendors. While some effort is required to
move a system from one vendor to another, we are talking about a
few days of effort. The solution is to require the use of non-
proprietary software and strictly adhere to existing standards.
The operating system developed by AT&T has now been adopted by
virtually every manufacturer of computers. In addition, there are
several non-proprietary data bases which can be run by virtually
every equipment manufacturer. Standards for communications and
other computer disciplines have been set by committees of software
users such as POSIX (Portable Operating Systems Interface for
Computer Environments) which controls the standards for the
operating system at the present time. The Federal Government is
now requiring the open systems approach and I believe we should as
well.



.The different manufacturers' machines involved in the open
systems can "talk" to one another. In fact, programs can be moved
from machine to machine easier than it is now done in the many
machines involved in the IBM compatible line.

While I realize that it is not practical for the entire
legislature to become expert in such a time consuming matter, I do
believe it is important for the legislature to play an active role
in setting the state's policy for computers. I strongly support
making the nine member Task Force on Computers which was
established by the LCC a permanent committee which could meet as
required to accomplish this task.

Savings from upgrading data center

Now I will return to the primary issue of my presentation. To
stabilize the hardware and software environment, and to provide the
required time to study the solution, I asked DISC to enter into
negotiations with UNISYS to see if an upgrade was possible within
our existing appropriations. DISC with the cooperation of UNISYS
negotiated an upgrade that was in fact cheaper than the cost to
operate the old UNISYS data center. The upgrade allows us to save
a substantial amount of money in maintenance costs, reduce the
amount of space required to house the data center because of the
small size of the new machine, and consolidate our operations
staff. Over a five year period, we will save between $250,000 and
$350,000 by upgrading the system. This savings is net of the
computer acquisition cost. Since it would likely take us four to
five years to rewrite the payroll/personnel system and the cost of
the upgraded data center would be less than the cost today, I felt
compelled to act.

On October 15, 1991, I authorized DISC to sign contracts to
procure the upgraded system. We expect the system will be fully
operational within the next two months. In fact the conversion
project is ahead of schedule. At the present time, UNISYS
technicians, DISC staff, and key users are testing the new system.
Before you, marked as attachment C, is a one page overview of the
cost to operate the upgraded data center (sources of increased
costs) and the cost that go away because of the upgrade (sources of
decreased costs). As you can see from the handout, given the most
pessimistic view, the upgrade will save the state over $260,000.

Conclusion

I have given you as complete a picture as I can in the limited
time available. It is my desire that you would be able to
understand what we have done and why. I sincerely hope that even
if you don't agree completely with our approach, you can see that
we have acted in good faith, and have a good solution to the
problem. :
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Conclusion

I have given you as complete a picture as I can in the limited
time available. It is my desire that you would be able to
understand what we have done and why. I sincerely hope that even
if you don't agree completely with our approach, you can see that
we have acted in good faith, and have a good solution to the
problem.

Today, we have modern equipment to protect our payroll/
personnel application, and we have time to thoroughly study our
payroll and personnel needs. The Governor's budget recommends a
$150,000 appropriation for a needs and requirements analysis. I
encourage you to fund the study and allow us to address the need to
update the computer programs used to process a very important
statewide payroll application.

In closing, I wish to thank you for the opportunity to
testify. May I answer any questions?

1N



STATE OF KANsAS

Attachment
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DEPARTMENT OF ADMINISTRATION Sacrstap
State Capitol tary of Adminis:ratlcn
Room 263-E

Topeka 66612-1572
(913) 296-3011

Office of the Secretary Joan Finney, Governor
MEMORANDUM
To: Jean Turner, Special Assistant

From: Jerry Merryman, KFIS Project Manager%
Date: January 29, 1991

Subject: Unisys Hardware

On Friday I called to let you know about the current situation with the
Unisys system. Thursday night, there had been a disk drive failure and the
system was down until 3:15 p.m. Friday. Numerous payroll programs were in
the jobstream that evening. As of Monday afternoon, programmers were still
unable to locate two payroll files. But fortunately, they were able to recreate files
necessary to complete the main payroll jobs. Later, the files were successfully
recovered from a backup. Warrants had been written prior to the drive failure.

There have been three other similar disk drive problems in the preceding
weeks. In addition, the payroll backup/recovery procedure did not work as it
should have and a problem has developed with the printer link to Accounts &
Reports. This could be just an unfortunate string of events, but there are
concerns that the system is not as reliable as it ought to be. DISC is reviewing all
of these areas very closely. You've heard statements that there could be
difficulties with payroll due to equipment failures and software problems on the
Unisys. We have them now. We were just lucky this time.

JM:1h

cc:  Arthur Griggs  Russell Getter
Sherry Brown
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UNISYS 2200/421 Contract

Attachment C

UNISYS 2200 Sources for Increased and Decreased Costs (5 year perspective)

Hardware Purchase $1,536,042
System Software 60 Month License 812,130
Hardware 60 Month Maintenance 568,229
System Software 60 Month Maintenance 46,429
Labor to Migrate 198.753
Total Contract $3,161,583
Additional Costs to Implement Migration
Tapes and Racks $97,059
Electrical upgrade 5,700
New Training 6,600
Console Furniture 500
Disconnect, Move, Relocate Labor 5,000
Power Units £2.860
Total Additional Costs $120,719

ourc f Decreased C
UNISYS Data Center Operations

Reduced Floor Space Rent $762,109
Consolidation of Operations 510.120
Total Data Center Reductions $1,272,229
UNISYS 1100-74 System
1100-74 System Software Lease $672,834
DCP 40 System Software Lease 106,425
1100-74 System Software Maintenance 117,360
DCP 40 System Software Maintenance 53,400
Hardware Maintenance 1.324.320

This page does not reflect an annual savings in electricgl.costs in
the amount of $107,000. This savings would be in the utility budget
of the Buildings and Grounds section.
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TI'F FOLLOHIt® TABLT OUTLINES MANY OF TMC FEATURES AYAILADLE ON EACH or
TiIr SEYIH HUNAN RESOURCE SOFIWARE PACHAGES WHICH WE WMAVE FUALUATED, AS MELL AS
COUPARING VHOSE FEATURES TO WHAT 1S CURREMTLY AYAILABLE IW KIPPS. THIS
ANALYSIS IS BASED oM A HIGH-LEVEL OVERVIEY OF EACH PACKAGE, AND SHOULD BE
LABELED PRELIHINARY o

10 A FEATURE MHAS N® ENTRY, THEN THERE MAS NOT ENOUG! INFORHAT ION
FOR US 1O EVALUATE THAT FEATURE MITHIN THE PACHAGE.
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' . * *BATCH + #PAYROLL IS® OF FILE * * BAYCH .
. + - b * * * STARTED # PROCESS * * *
t#‘#t“t#t#*#*t*ttttttt#‘t#tt#ttt*#ttt*t#nt‘tt*#tttt#Jtt#t*ttt#**#***##*##*tt####t“t*tt#t*t#t*t#*“tttt“#t#
MULTIPLE. OASDHI % YES * NO * NO 4 NO * NO * NO * NO * NO *
RATES AND HAXINUNS * * * ¥ * * * * *
o * * » * * * * *
* * * ] * * * * *
: s ™ . + * * * * *
#tt##“t*t#t#tt‘tt*t‘tl**‘ttt*‘t‘ttttt*#tttttt*###ttttt##ttt#t*#tt##tt#tt*ttt##t#ttttt‘tt#tt#ttt#*tttttttt#tt
HULTIPLE M2°S. s YES * NO * NO ¥ NO * NO * NO * NO * YES - *
FOR SPECIFIC » * » * * - » % BY CORP »
EMPLOYEES * * * r ] * * * » -
» * * # * * * * =
* * » * * * * *
tttt‘t‘#*t‘*###*ttt#t‘tt#ttttttt##tt#t#ttt*"t#t*‘#‘t#tttt'#t*#***#t#t*tt#t##t#t*tt#tt‘ttt#ttt#t*#tttt#*t##tt
RECOMP ILING IS * KO * NO * * * * * YES * NO *
NECESSARY FOR L ] - » » * * * FOR * ™
YABLE CliANGBES * * * » * * * ANY FILE * *
» * * * * * * CHANGES * *
] * * ¥ * : * * * *
ti‘t##‘tt«#ttt##*t##tt“#tt##t‘ttt!t#t#!t'###ttt*ttt*ttttt‘t*t##**t#*t*ttt##t*tttt#ttt‘t‘t#ttt##tt#*#tttttttt
FULL LABOR * NO * YES * YES ¥ * SOME * YES * MAYBE + YES *
DISTRIBUYION SYSTENS * * + * *« MOULD sus=* BY * *
- * * s * * FOR * JOB * »
* * * 3 * & POSTITION * REPORTS » -
» * * » * * DATA * * *

##*###‘t?#**#*#*##*"#“

**#t‘ttt“.t“*“"“tttt“‘**“*“**t*

‘**‘#*‘##*‘**“#‘t‘t****“t“‘t‘*‘t#*“*****t#
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ERGESREED SR E S REREK SREPEEEEBS EIBBUBEEEN ACOEPRBERE BBHEBB SRS s raEEEsE SEPEEREEES SEESSEEBER o T T 1 214
DIRECT DEPOSIT % NO » LIMITED * YES % DOLLAR = ONE BANK * YES s LINITED = LIHITED »
WITH MULTIPLE * * * » *AND ACCT * * ALL TO * *
BANKS ACCOUNTS * * * » * DNLY % DOLLARS # ONE * *
USING DOLLAR ANDZOR® * * 3 * * % ACCOUNT =* *
PERCENTAGE * "% L4 L ] » * * * *
tw##tt#t*##t#ttttt*#t*#ttt#t*‘tt*#‘v*ttttt*t#t*ttttttt#t#*tt#*###tt##t#ttttttt‘tttttt##‘tt.‘tt‘.t#‘#tt*tt‘t**
MARRANT INVEMTORY @» NO % NO * KO * * NO * NO * NO * YES *
HATHTAINED BY * * * * * * > * *
SYSTEHM * * * * * * . * * : *
* * . * * * * * * *
» » % » * . * * * *
#*t##t#t###t*t*##*t*t#tt*t*####*##tt**t.#tt#&###***t***##**#*t**#*#****t*#tt#tt#tttttt‘Ot#tttt#‘tttttt#**#“#
TIME REPORTIHNG * YES * YES » YES * * YES * YES * NO * YES *
BY EXCEPTIOK AND * » ' * BY * * * * * *
POSTTIVE * * * PAY GROUP® * . * * * *
* * * CONTROLS » * * * * *
: - - % » * * * * * *
t:vtt*:t*tt:ttt*tttttttt*v*tttttttit*ttttt*ttt*vtt::t:tttt#t#tt#t**ttt#ttttt‘tttttttt*tattttttttyst*ttt**tttt
TIME SHEETS SYSTEM®' YES * YES * YES * * YES * NO * NO * YES *
GENERATED L4 * » » * * » * *
* * % » * * * * *
* * * » * * * - »
. * - % $ * * * * * *
t*tttt‘t##**##0ttt*tt#tt**ttt#ttt#ttt‘t$tt*tt#*ttttttt#t#t‘t*tttttt*tt#tt#tt**tttttttttttt‘t‘ttt*t#t#t#*tt#tt
SEPARATE UARRANTS # NO * YES % YES ¥ * NO * NO * MAYBE » HAYBE *
FOR SPECIFIC L I * » + * * s BY * »
TYPES OF PAY UITH * * » * * * SELECIED » >
SEPARATE TAXZDED * * » % b4 * * F1ELDS * »
CALCULATION o - * * * * » * * *
c*notttttvattttt*t*tt#t»tvtttt:tta#t#*tttn*tvttv:t#;th*tt*t*tttttcttcvtt;tttttvttttttttttttt*tttta:tttt*tttt
EHPLOYEES PAID % YES * NO * SOME > * MAYBE * NO- * NO * YES *
IN 12 PAYHENTIS ¢ » * * * Tk * * 9712 »
LORKING 9 IEXPENSE® * * * * * * 10712 *
ACCRUAL, ETC) * * ® » * * * * EYC *
* - * * » * * * * »
z::vt:.#»‘:t:ttt*tttt#t#ttttt»ssttt:t:tot:wtt;*:*tttc*ttv‘vatt*t**#*tt*tt’tti*:t***st*:atttttttstt*ctttttttt:
TAXABLE REMUNERAR— 4 NON-TAX * YES * YES * * NO * NO * NO * NO L
TJION AND NOHN-TAX * OHLY * 7 * * * » * * *
REHUNERATIOH » * * » * . * * * »
L 3 » o * B * * » »

. » ® » » * * * *

tt'ttt“ttt‘t#ttt#tt‘ttt#‘tttt‘t*vt&ttt$tttt*tttt#ttttt#tttt#v*ttt***t*t#*###ttt*#*#ttttttttttt#tt#ttttt#t‘#‘
‘OATLY,MONTHLY, * YES * MAYBE * 1 . [ * YES - * NO * NO * MAYBE *
VEEKLY TIHE IJHPUT - £ » ] *WOULD NEED* * * *
: * » * » *HODIFTICA- * » - *
L 4 » * - » TION * * * »
» » » * *® » * *
SESSEERRE R KR KB K REXEE

*» ¥ t‘#‘*#tt#*‘t*t‘ttt##‘t*‘*#*“t*““*.t“tt ‘t#t‘t#*‘lt#t##.‘#t'#*#*#***#“##t##t*“t#t#
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‘#t##v#*###*###t*t*t #i‘#t*tttt ' TTiI I 2L R ttv*t#t#t# SEBESD G EF T3 132233 13 ***####t## SEEEEEREEE ek kEXEEEE
EARNINGS THAT ¥ !ES * WOULD * WOULD * *WOULD x NO * NO +» WILL *
ARE KOH-TAX DURING - # #REQUIRE sREQUIRE ] SREQUIRE * ] & REQUIRE *
THE YEAR BUT REPORT® *HASS *HASS L *HASS - * * & HASS *
ON M2 AS TAXABLE » *CHANGE AT *CHANGE AT *CHANGE AT * * & CHANGE AT=
. » 'sYEAR END *YEAR END # % YEAR END * * & YEAR END *
‘ttt***t#t*###*##ttt###‘##t##t##**#tt.t#t‘tt*t*t*ti‘tt#**t*#tt##t##*#*#*#t***#*##t'ttt**#t‘t#t‘**#**###tt##tt
CALCULATE MWAGES * YES s YES * YES » * YES * NO * * YES »
suUB JLCT TO UORKERS * L 4 * » * * » * *
coMp INSURANCE * * * * * * * , * *
* * * * * N * * *
- * . o» * * * * * * *
*#ttt#tt#ttvtt#tttttt#‘tt#tttt t*ttt#ttt‘ttt#t#tt#*ttttt#*#tt*t##*t#*t#t#‘ttt*tttttttttt‘t###ttt‘t#t#t#t*tttt
PROCESS UORKERS % YES * YES - * YES - * * NO * NO * * HAYBE *
COHP INSURANCE B s SET UP * SET UP ASH * * » * *
ADJUSTHENTS * # AS AN *AN EARNING® * * * * *
* * EXCEPTION*OR DEDUCT * * * . * * *
. » .o * * " * - * * * »
‘tttt#*t*t#*tttt*tt*ttt###tttttt#“##ttttttttt‘ttttttt#t**#ttt**t*tt#t*ttttt*ttt#tttt*tttttt##tttt#tt#tttt#tt
CALCULATE * YES % YES * YES * * MAYBE * * * *
EARNED INCOME ' R ] * * » * * * » *
PAYHERTS * * * * * * * * »
* * * » * * » * .
o * * * * * * * * »
tt‘#t#tttt#v**ttttttt*ttttt#itt‘#*t’ttt#ttt#tttt*t*tt‘*#*tt‘tt**#t**#t*tt*tttttt##‘tttt#tttt#ttttttttttt#ttt#
CALCULATE ALL * YES * YES s YES ¥ HO « NO - ALL * NO : & NO * YES L 4
EHPLOYER FAID - * * * , % DATA *USER CODE = ) * * *
BENEFITS » * * % ENTERED * * i * *
* » * 4+ BUT NOT * * * * *
» . * » * USED * * * * *
t#‘*ttt#*#*##tttt#t*t*‘tt##t*##tt**tttttttttt*tt***t*t####tt#ttt#*#t#t#*#t#ttttt*#tt###ttt‘ttttttttttgttttttt
DEDUCTIONS < YVES * YES * YES * MAYBE * YES * NO * NO * NO »
EXEHPT FROH FED » * * % THRU * * * * *
TAXES BUT NOTY FROM = * * » CONTROLS * * * * .
STATE TAXES * * * s * * * » * *
. » - . * * * » * *
.‘tttttttt&tttttttt#t#tt##*‘ttt*tt#t*tt‘#tt*#‘*‘tt#t#‘ttt#‘##ttt*#tttttt#‘tt*ttt#*ttt‘tttt##ttt#"t*tt*‘##ttt
MULTIPLE RETIRE * YES » SET uP #» SET UpP - * NO & MAYBE * * »
COHPAKIES * *AS DIFF #AS DIFF » * »* . *SET UP AS *
* *DEDUCIIONStDEDUCT]ONS* * * - * «DIFF DED *
E * » * * * » * *
* * » * - * L 3 * L
“t‘t“ttt$*‘t‘**“t##“###t#**tt#‘ttt#tttt‘#t#ttttttt*t‘t#‘##‘t*tt##tt#*#ttt#‘ttitt#t#tt‘tt#t#tttttt*t‘#.‘t*
PRINTY SAUVINGS % YES- * NO + NO % NO * NO * NO * NO * NO L 4
BOKDS * » - » * ’ * * ™ »
4 » » » L J * » * *
* * - * * . > » *
» . o» » . * * . * E 4 *
tt*t#**#t#tt*#*##tt#t#t##‘tt#‘tttt#ttttt#*t*

##t“‘t‘##**‘*‘*'"#t‘t"‘***t

8**.##‘#'tw#####tt*#“**##*‘#“t“‘
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S48 8 AR B RSBEVABEEE SosREREIS BISERNEINS SERERABERE SREEFONS NS AEsEREREE EEEEREEEEE sEssEEEEhE EEREREERE
- EXCLUSION s YES * NO * 7 ] * NO * * * FOR *
ALLOMANCE SYSTEM * * * » * * * s TIAA/JCREF=s
MAINTAINED * * * » * * » « ONLY x®
» * » * * * * * *
) »* . ‘. * * * - P - o
*t*t‘#tt*tt‘tt#*##ttt#tt#*tt#t#tttﬁtt#tttt‘tttt#tt*t#t‘t*t‘ttt#**##ttt#**t##*#**tttt*#‘tt**t#*tt#t#tt‘tt#t#t#
HANDLE MULTIPLE * YES # SOME * YES * * YES » SOME * NO * *
EXEMPTIONS FROM * * * » * * » * TAX FLAGBS®*
NORMAL DEDUCTIONS * * * * * ) * EMPLOYEE * * ? *
(FED TX.UCI.ETC.) L J * * » * * CONTROL * * *
» : * * * * * TRANS * * *
ttt#ttt‘#ttttt#v*t#tt.#t**tt*t*tt#t##t#t##tt#tt#t*tt*tt##ttt##t#####t*#t#*tttt*#*#tt*#‘t#t#t#tttt‘ttttt##tttt
REMITYANCE AND -9 YES $ . SOME’ + SOME » * NO & REPORT * * *
RECONCILATION FOR * » » » * ) +« MRITER * - *
EACH DEDUCTION * * * » * * . * *
INCLUDING ADJUST— # * * * * * » * *
MENTS : * » * » * * » ] *
#ttttt#*#tt***t*#tttt‘#t#tttttttttﬁ##t#*t‘tttttt#tttttt‘#t#ttt#*##t*tt*#t#ttt#‘ttt‘t#t*ttttt#tttt#tttttttttt#
REPORTS ARE BASED s YES % NO * NO » * NO * NO #* NO * YES *
ON A USER DEFINED ~ % * * * * * * * »
PERIOD. OF TIME L » » * * * . * * *
¢ INCLUDE HULTIPLE * * * * * * * - *
pAY FREQUENCIES) * . » * o * » * ' * *
t‘tt0#t#ttt#‘**tt“tt#ttt*t.*tt*ttt#t#t'ttttt##t*‘t*ttt***t‘**#*#*t*###ttt*t*ttttttt*tttt#tttttttt“tttttt##t
FUNDING INFORMA- % YES » YES * EMPLOYEE » * FMPLOYEE #* LABOR * LABOR + POSITION *
TION AT EWPLOYVEE * » * » * *« SYSTEN % SYSTEHM * *
OR POSITION LEVEL, * * * * <L TMITED TO* b 4 - * *
* » * * * 3 ONLY * * * *
. * . » . . * ' * : * » -
t#tt:ttttt.vt‘tt;tttyt.tt¢tt*t¢ttt*at:totst‘t:ttt*to:tttttattttt*z**tt*tatttc#ttttttttrtttt‘c:tttt*:zttttt';t
GEHERATE THIRD . » YES * NO *REPORT * * REPORT & REPORT * REPORY » REPORT *
PARTY DATA AS ' * * *WRITER * % WRITER * UWRITER * WRITER * WRITER *
REQUESTED * * * 3 : * * * * *
» * * » * » . s *
- * * * » * * * * *
tttttt#tt*tt#t#‘##ttt*‘t*t*t‘ttt#t#t#t*t#t#ttt#tttt*t‘#t#*#‘ttt*#t#ttttt#t*t##ttttt#t*“#ttt##ttttt‘t#t##*#**
PHONETIC NAME * YES » ALPHA - * * NO * NO * NO * ALPHA *
SEARCH * * * » * * * * *
* » * * * * * * »
* * * * * * * * *
* _ * * . * * * * » *
ttatt.:ttotvt:t*ttttt:tttvttttttt‘tttttQttttt‘tttttotttttt‘tttttt:cvttt*ttt:ttttttttttt«wtttttttt*#tt:tttt»tt
CAFETERIA STYLE * NO s NO % NO # BY POINT *= NO * NO $ NO * NO *
BENEFITS * » » % SYSTENM * * * » *
» . * » » - ¥ * * »
* * * * * * [ ] » *
» .o » » * * ° * 3 »
#t#t####t#tt*t#.‘#t#t‘###t*tttttt*tttt

“.Ot#‘tttt#'tt‘#t*‘#“‘t“#'.“#“t#“"'t#“.““"##t*t‘t*‘tt##“‘**
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PP eI T I I L L2 LAl dd S EEER RS BREEXIRISD SEsRASRESE RERERIESEE soeebkhEs FEAEEEEEEE S5 EESSSR BREREEREREE
SYSTEM GENERATED' % NO % YES - * YES - * * YES % NO % SOME * NO *
BENEFITS STATE- » * WouLdD & WOouLD * * * * REPORT * *
MENT * * HAVE T0O = HAVE T0 * * * * MRITER » *
* * MODIFY & MODIFY » * * * * *
) . » L 4 * * * * » * *
E3 2 2 X perT Yt I L 24 ##t‘#‘t#t##t#‘#t SESE S EESSE T3 322322 224 112322 2] preTs 22222 20 ttttttt#tt‘ttttttt‘tttttttttt#tt#
ONL INE FUNDING s YES - * NO * SOME * & NO s MANUAL * NO *» MAYBE *
ADJUSTMENTS FOR. * . ‘ * * L 2 * * s » *
WARRANTS ALREADY % Y * * » * * * * *
ISSUED * * * * * * * * *
. . B » » * * » * *
3tttttttttttttt#tttt‘ttttttttt't#t#ttt*'tttt#t##tt#ttttttt#‘#ttttt#ttttt##tt#‘t#t‘tt#tt‘tt‘t#t#‘#‘t*tt‘tttt#t
CALCULATE PAY A_}t_YES - * NO % NO % NO * NO * YES * NO * YES *
ON-LINE FOR » * - * * * * » *
INQUIRY PURPOSES * * - T * - » * *
* * L 4 * * * * * *
. * » » * . * * : * * *
‘tt‘t#ﬁt#t#tttt#*t*tt*##*ttt#t‘ttt*ttttttttt*t#tttttt*t*tttt***‘*#tt*t#ttt#ttttt##ttt#ttt*#ttttt#tttt*ttt##t#
PAYROLL * YES % NO % NO * YES * YES - * AUTO TBL * NO * YES »
CALENDAR » » » # ON PAY SNOULD NEED* HAY NOT % * *
. . * » * GROUP *HODIFICA— * BE * » *
* » » * LEVEL * TION * USABLE * * *
» o »* PO * * B * *
ttttttttt#t#t#*t*tt#*t#tt#t#t#tt#tttttt‘t*ttt#ttt##tt#t#t*

sERE¥ ‘#t‘t#t*tt”*#

#."t##*##.t‘#*‘t#**t“.' 2222 2 1/
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‘#“t##ttt*‘**#ttt#t!*tt#t‘tttt##*#t#t#t“tt#ttt‘t#t#‘t‘*tt‘*#*##**t#t###t#*#t‘ttt#ttttttt”*tttttt‘_*"“
ON-LINE UPDATE -4 YES s YES « YES * YES * YES - *= NO + NO * SOHE -  *
oF FILES * EDITS » * * *BUT NOT & SHADOM + SHADODE * TABLE *
* MITH « TABLE . * *FOR TIHNE #* FILES + FILES # EDITS *

¢ CURRENT = EDITS * N *RPT OR * * ™ *

, s DATA I * » _ *ADJUSTMENT S » * *
*3.**#“t#t##‘##t#t#t“t‘*t#*#tt#t‘t####t‘tttt*tt#‘#‘%*‘t#t*t*‘*t*##*t*‘#*#t##t‘#‘#tt#t#0#0"‘““#‘*#*ttt#‘*
VSAM SUPPORTED + NO * YES * YES * YES * YES * SOME * SOME s YES *
9 * » - * % * * »

= , * * * * * SHADOM # SHADON * *

» - » » * *« FILE ¢« FILE * *

g - . J $ - » * * *  J *
#‘t*tttt#t#t‘t‘”t!‘t*.t‘ttt#“tt‘#*t#‘.#‘."t#t‘”tt#‘ttt‘ttt‘tt*#‘t.ttt‘##tttt*tt##t‘ttm“‘#*#tt‘*t#t‘
DATA BASE ' s YES * YES * YES * YES * YES * BRAYBE * NO * YES *
SUPPORTED % HAPPER » o ‘% IDMS * * KITH * * *
‘$ » » » * . * NEM E 3 E *

» B ‘ * * * & SYSTEM - * * *

» - ' * » * * > ¥ *
#*’tttt##t‘###‘t#t#t##‘t”###ttt#‘*tt##tttt##t#tttttt#tt‘t.#tt#tt#*##t‘*“t#ttttt#####tttt“wt.#tttt###.#
DATA DICTIONARY + YES - % NO * NO % YES * YES & MAYBE % NO * YES *
SUPPORTED % NOT ] * ] * * * » *
% ACCESSED » . * * * » MNEREEE * *

- * * * * * & DEFF » *

: ' E R R * * * o » *
tttttt‘t#t‘tt**”##tt#‘*##t##‘#tt#ﬁt#t*tt‘#‘*t‘*#t“t‘”tt‘t#ttt*‘#ttt#ttt‘t##tt#t#tt#‘t‘t“mt#tttt##t#tt
SCREEN GENERATOR & MAPPER = BUY * YES * YES * YES * MAYBE * YES . % YES *
. s SEPARATE * * * * NITH = ® * .

* * SYSTEM . - * * * NEM » . » *

» » »* . * & SYSTEM , * * »*

* ) * » : L ] * . * * * *

E 2 J “‘ttt#t#‘#"tt#tt tt#tt*ttt*‘#tt##tt*t‘ttt Pe13122 322 T3 3222 34 #t*#*#t#*ttt#‘tttt#tt#tttttt“”ﬂ#‘ PP 1332222 24
ON-L INE HELP s LINITED = LINITED = YES » « LIMITED #* YES » LINITER * YES *
RE » » * * » » » *

* ERROR % ERROR * VERY * * ERROR » VERY » & VERY *

& HESSAGES * MESSAGES * G0OD * » HESSAGES * 600D » : » 600D *

. . * * » * » - * SUPPORT =
*#“t”t‘t‘#**‘”tt#t‘ttt*##‘#tttt#t##t#tt*‘#tt#*#t####‘tt*t#t*tt##t*t#tt*#t#ttt#tt‘#t#ttt”m‘###”#***‘*
REPORT WRITER s MAPPER s BUY * YES s YES * YES &« NEM SYS * VES * YES *
* ‘% SEPARATE * s ADS/ONLIN® * HAS - * BATCH *

* ' s SYSTEM » » CULPRIT * ASAP * ENGLISH ¥ VERY * »

» * » % BATCH * & ReMe * POOR » LINITED =

» » L 4 * * » * * CONTROL *

% ““.t.*l’t.‘.t‘t'tt##t*"*‘#‘lt““#t*t'“"tt".#t‘tttt#t‘#t.'*ttt*t*‘tt‘##t*#ttt*tt#tttm#ttttt‘t“tt'
SYSTEM FIT . * 99.9999% * 603 * 50% * NOI * 60% * NOT * 30% * 65% *
» ' » » ¢ ENDUGH ¥ ¢ » ENOUGH * . *

» * . » INFO * * INFO - * LINMITED =

* s [ » * * * ¢ REPORIS =«

. » | . » 302 > * 50% - » *

eSS SRS FEEBEEREREE SRS EEEESERSESESER RIS *t*#t..t#t“#tttt#*#***t#‘*.#tttt##t#tttitttttmwt SESSESERRES
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tt"tt‘#‘ttt?tt*ﬁt##.*tt*t‘ttl*t#ttt#t#t't#t‘ttt‘t#ttt#t**t“l‘ttt###O#t“tttttt#ttt#t‘ttttttttttttttttttttt.

MJOB,CONTROL i % YES 7 * NO * NO % NO * NO * NO * NO & NO *

£ SYSTEM GENERATED 4 * THRU & » . » * ' * * . *

) * NAPPER ; * MANY * * * * * * »

» & CONTROL ® * * * * * *

» « # CARDS » * . > * 4 » *

.oott¢o;tttv¢tt¢st¢tottts*tyttttttott‘t‘ts-.t.ttboo‘ttttttttvtttt*t¢:t¢;¢tttt;ttttctttvob:tttttttttot¢tt‘tttv

; MORE THAN ONE y* YES ¢ & NO * NO $ NO «NO ¢ % NO * NO * NO *

U .. PAYROLL ALLONED A # * » » * * * ¥ *

" 70 RUN AT ONE TIRE »\F * * . * . . * .

L L * $ * 2 » * *

. * - : * * * * ™ »

to:tt*ttt:*tttttttttttttc:tttttttcttttttttt:***‘ttttttt*ctttttttt:ctt**tttt:ttt*ttt:ttttttt;ttttttttt:ccatttt

MENUS FOR SCREENS YES s NO * NO & PRIMARY * YES * SOME * NO * SOME »

- : * * # AND » * » » *

* HENU * * #SECONDARY * & DISPLAY * * *

% CONTROLED¥ » * . s OF AVAIL ® * *

. * . * . * * % SCREENS * * »

#‘tttt#t#*#ttttt#tttt#t#t#‘t#‘t*#*#ttt#ttt‘ttttt*ttttttttttt*ttt*t##tt#tt#t#tttttttttt#‘tttttttt#t#ttttt#t#t#

DOCUMENTATION ¢ Ao EXCL * A. POOR * A. POOR % A. ABOVE #* A. ABOVE * Re SAT % Ao POOR * As EXCL *

FOR EVALUATION . ¢ B. EXCL * Be POOR % B. PGOR % Be SATY # B. ABOVE * B« ABOVE * 8. POOR #* Be SAT *

Ae READABLITY © % Ce SAT % Co POOR ® Ceo POOR # Co. SAT - * Ce SAT * Co SAT % C. POOR % Ce SAT *

Be USEAGE * » * B * * * * *

C. COVERAGE L * » L * * * : * *

#"ttt#t#t#“t‘#t“#'*‘t####t"t#t‘t#t*.ttt#tt#tt*tt###‘#'#t#tttt#tt#t#t**tt#ttttt‘tt#t‘tttttt‘#‘ttttttt#t#t‘

PC SUPPORT % KO * NO * YES * YES * NO * NO * NO * NO *

L » ® SOME % MORKING * . * » »

] » s AVAILABLEs ON IT * * % * »

® * % SOME IN * * * * - *

. ' .. - + DEVELOP * . "% * »

'tttt‘#t*tttt#ﬂt‘t#t't‘t‘*t*‘tt‘##ﬁ#‘t‘.tttt*ttt#ttt#tt‘#t‘#tt#tt##*ttttttft####*t‘ttttttt###tttttttt#t#t‘ttt

. EDITING BASED UPON . YES s TABLES * NO » YES * ON-LINE <& ON-LINE * NO * DATA DICT*

g’ PREVIOUS/CURRENT E 2 s ONLY ¥ * TABLES * SOME A SOME » * DEFIRED =

DATA ¥ 3 * » s § USER * * * * MITH *

* * > * EDITS * * * * SOME *

. . . . - - » * » * * * * »

‘tttt#‘##t#t#t##tttt‘t‘tt#‘ttt“t‘###ttttttttttttt#‘“#“‘Ott‘##t*tt#t‘##ttt#*t##ttt#t*‘tt‘ttt‘tttt#t#*““tt

, COMPLETE AUDIT oy YES * YES & CHANGED * SOME J * NO * NO * NO WHO *

. TRATIL~ MHO,MHEN =~ % » # TJO ONLY = * * TRANS * * *

WHAT v ‘ » * » * & REPORTS * * »

» ‘s » » * * » » *

» »* ™ * * . * * *

ttf#t“ttt‘#?tttt#tt‘t‘t#ﬁtptt‘t‘ttttttt*'t*t#t‘t“.“‘t*t‘t‘.'#“#*#tty*"#tt‘tt#tttt"t.#ttt‘t‘t‘*ttt#“‘.‘

PHONETIC 4 s YES ¥ * ALPHA + NO INFO » YES * NO - * NO * NO & ALPHA *

NAME 5 . » SAVAIL s NOT TRUE * * . * * *

SEARCH » » NAME * % PHONETIC # s MAX - * »

* * 25 CHAR * » - * NAME * & 9 CHAR *

, * * LINIT * * ALIAS * * 27 CHAR * »* *

PYT: i1 122222 X #‘t‘tt#t#.“#t#t‘t##‘#t#tt#t“##‘#*#t##‘###t#ttt.t#ttt‘t#t'.t“t‘t#
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OVERTIME CAN BE PAID TO ANY EMPLOYEE - SYSTEM DOES NOT STOP OVERTIME PAYMENT

BUT DDES GIVE A WARNING
gNLY 90 DEDUCTIONSIEIRNINGSIBENEFITS - JH1S IS NOT ENOUGH

ZIP CODE IS ONLY S CHARACTERS '
BEGINNING AND ENDING WARRANT NUMBER MUST BE ENTERED UPON CHECK MWRITE
GANIZATION - FICA PAID INTO 2 DIFFERENT

YTD DOLLAR AMOUNTS ARE KEPT BY OR
AGENCIES WQULD NOT UPDATE EACH OTHER - POSSIBLE OVERPAY FICA TAXES
N0 DOCUHMENTATION FOR APPLICANT OR POSITION CONTROL OR ON-LINE SYSTEM

SYSTEM DOES NOT HAVE ENOUGH REQUIRED FIELDS
DOCUMENTATION HAD VERY LITTLE FUNDING INFORMATION

COMPLETE EDITING NILL HAVE T0 BE ADDED

"#‘**#t“#‘t.‘t“‘#""O“#t““*‘#tt‘*t!t*t**t#*#t##t##tt

CULLINET

Ao
Be
C.
D.

MAYBE ONLY ABLE TO PROCESS 20 DEDUCTION TYPES PER PAY GROUP IN ONE CYCLE
DOCUMENTATION HAD VERY LITTLE EMPLOYEE LEVEL INFORMATION
NO DOCUMENTATION FOR PAYROLL PROCESS OR APPLICANT

PAY GROUP TABLE INCLUDE

le DEFINES ALL INCLUDED EMPLOYEES PAY FREQUENCY
2. PAY CYCLE DATES

3. NUMBER OF HOURS IN CYCLE

8. TIMNE REPORTING REQUIREHENTS
JOB APPOINTHENTS DO NOT HAVE ENOUGH DATA TO SERVE AS POSITION CONTROLS

£.
F. BACK DATED SALARY TRANS CAN NOT GO PAST LAST PAYDATE
6. CAN ONLY BE °®ACTIVE® IN ONE PAY GROUP AT A TIME
ttt#‘ttttttttttt#tt#‘tttttt##ttt#ttttt#ttttt#tttttttt##ttttttt‘tt*ttttt#*tttt*t#
IsT *
Ao APPLICANT FULL NAME IS LIWITED 50 30 CHARACVERS.
B. APPLICANT CAN ONLY BE ON 10 EMPLOYMENT LISTS AND CAN ONLY APPLY FOR: s

Ce APPLICANT HODULE - HWOULD

5 CLASSES .
NEED MODIFICATIONS §SCORING, SCHEDULING,

CHANGING FIELD SIZES,  CHANGING REPORTS, CHANGING NUHBER OF RECORDS

STORED FROM FIXED TO INFINITE, ETC.)
YIME REPORVING ERRORS IN BATCH HAVE 10 BE CORRECTED BY CENTRAL PAYROLL

D.
tAGENCY RECEIVES PAPER ERROR LISTING)
£« ONLY 3 LINES OF FUNDING PER EMPLOYEE
F. BACKDATED TRANSACTIONS ARE NOT ALLONKED i
6« COMPLETE EDITING WOULD HAYE TO BE WRITTEN
D PROCESS AGAINST)

Le TIME RECORDS USES & SHADOWM

He ADJUSTHENTS TO PREVIOUS PAY PERIODS ONLY UPDATE AN

THE DATA BASE WHEN PAYROLL GENERATION IS EXECUTED
ucI GROSS IS UPDATED BEFORE WARRANTS ARE CALCULATED/PRINTED

Jeo PAYROLL HISTORY IS OFF—LINEZINQUIRY IS PAPER ONLY /

EPARATE FILE FROM DATA BASEI‘UPDATED DATILY
FILE/ UPDATING DOES NOY OCCUR UNTIL PAYROLL

GENERATION 1S EXECUTED / TIME RECORDS THEN. DELETED

» WORK HISTORY IS IN A S

L/*w/?
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=20

- GENERAL INFonuArIon - PR
MHATERIALS RECEIVED. 1IN SOME "CASES
SE THE DOCUMENTATION. .~

*

. BENERAL INFORMATION IS BASED ON THE

HUCH. GENERAL INFORMATION BECAU
o7 GIVE US GENERAL INFORMATION. THIS ‘IS

¢ NOT A REFLECTION OF THE FIT T0 OUR CURRENT SYSTEM. e

‘4 ‘THERE MAY NOT BE .
+ RECEIVED FROW THE VENDOR ‘DOES N

R . .
gtqittoctiqctttttttdit
© AL POSITION NUHBERSutJHITED'IO 6 CHRARACTERS
B. NAME LIMITED 10 :25 CHARACTERS AND ONE FIELD
€. CHECK NUMBER LIWITED TO & CHARACTERS
D. NGO BACK DATED TRANSACTIONS ‘
E. CODE NUMBERS USED 'ON: SCREEN & REPORTS FOR PAYS AND DEDUCTIONS
| F.- COMPLEX CONTROL .*CARDS® NEEDED FOR ALL BATCH PROGRAMS o
" Ge ONLY ONE BATCH. PROGRAM CAN UTILIZE DATA BASE AT A TIME (NO REAL-TIME EITHER)
. »‘t’ﬁ#tt#*ttttttﬂt}#Qt’,‘#ﬁﬁt#ttt#t‘ttttttttt##ttt‘#t‘!t t‘tt.tttt##t#t#ttt_{##ttt#tt
TN P . . ’ P
© Ae NAME MATCH LINITED TO 9 CHARACTERS
B« FUNDING IS ENCUMBERED ON A YEARLY BASIS
. Ce ONLY ONE CYCLE CAN RUN AT ANY ONE TIME
" De ONLY ONE 'EXTRA P AYROLL CYCLE PER PAY PERIOD g
£+ 'NO UPDATE OF FILES WHILE PAYROLL CYCLES ARE RUNNING S

Fe CURRENT TINE RECORDS PURGED AT PAYCALC TIHE ‘ :
6e EXTENSIVE PROGRAM CHECKING OF FILES TO MAKE SURE THAT THE PROPER SEQUENCE

-.;. IS _KEPT AND THAT ' THE' PROPER FILES ARE USED C
H. POSITIONS AND APPOINTHENTS HMAVE TO BE RE-CREATED EVERY FISCAL YEAR
.« ONLINE IS RECOMMENDED FOR SHALL VOLUNE - R

t§#§qt#tottoaoto#ttnttt;tcitwa::ttt:tvttttttt;t‘iiiitttttt

_[t‘§tttttttttt#t‘tttttiq:ittttt:tt"tttsottttttttttoottttttt*tat*tttt;kff&ttttt:t'
' _CYBORE R - ) R
A. REPORT WRITER BEINE REMRITTEN INTO *ENGLISH® LANGUAGE Don
' CURRENTLY NOT VERY USEFUL AND 1S INCLUDED INTO THE MASTER DATA FILES
- 'Be CURRENT SCREEN MAYBE HARD TO USE - LOT OF KEVING V0 CHANGE FUNCTIONS
- '+ ERRRORS ARE DISPLAYED IN REVERSE VIDEG AND CURRENT DATA IS DISPLAYED
o .+ % ENTRY AND CURRENT DATA ARE IN SEPARATE FIELDS ST
€. FIELDS ARE IDENTIFIED BY 3 NUHBER DIG1TS,s MAY N
7" FOR FULL DATA BASE.. - L
. De PAYCALC BASED UPON COMPANY CONTROL CARDS WITH OVERRIDE AT EMPLOYEE, LEVEL
“ Eo NAME LIMITED T0 27. CHARACTERS AND IS IN ONE FIELD R
. Fe HAS CHECK NESSAGES AT COMPANY LEVEL :
* % TAPES LIMITED TO CARD. OR PRINT IMAGES -
He FUNDING SPLITS BASED UPON LABOR ACCOUNTS - NO POSITION RECORDS

1. ALL UPDATING DONE . IN BATCH MODE — USES sHADOW FILES
© J. NG POSITION CONTROL" CURRENTLY T
XK. HAS ONLY 3 BATCH PROGRAHS = ALL OTHER BATCH PROCESS ARE DONE THRU REPORT

MRITERS. L
1. EDIT 2. PAYCALC AND UPDATE 3. REPORT WRIT

07 HAVE ENOUGH FIELDS

ER BUILDS AND REPORT
DATA SELECT R
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_GENESYS
A. DOCUMENTATION ¥
8. ONLINE OPERATOR
ONLY ONE OPERA

C. BOOKS STATE *IT¥
. OF LARGE NunB

OULD BE MARD

 MUST OPEN AN
70R PER BATCH
1s OFTEN MOR

Y0 ‘HAVE SEPARATE MASTER F1

#UE MOULD HAVE TO HAVE SEPARATE MASTER FILES®
et ALL REPORTS ARE PER MASTER FILE %%

De JOB LABOR ACCOUNTING MUST BE

‘ THE NEXT ONE CAN STARY

E. APPLICANT RECORDS ARE IN THE
RECORDS. USER DEFINES CONTR

Fe SYSTEH IS A BATCH SYS

6. THE REPORT WRITER IS *TRANSA

“‘,' . r
“‘*#"“*“3*3“"‘* x5 ¥

T0 USE

D CLOSE BATCH FILES FOR
JRANSACTION FILE

E ECONGHICAL AND EFFICI

ER OF PAY GROUPS AND VARYING PAY FRE

LES FOR EACH PAY FREQUE

CLEARED EACH FISCAL YE

SAME MASTER FILES AS T
oLS TO0 DEFINE APPLICANT

TEM WITH TRANSACTION UPDATES

CIION'»CONTROLLED - VER

— e = T

T b i it dd

DATA ENTRY
ENT FOR USERS i

QUENCIES
NCY*

AR BEFORE

HE EHPLOYEE
RECORDS

Y LIMITED



