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Key Points of Report

An Audit Report on the Integrated Statewide Administrative
System at Selected Agencies

January 2001

Overall Conclusion

According to agency 2000-2001 biennial operating plans, approximately 24 agencies will
be using the Integrated Statewide Administrative System (ISAS)/PeopleSoft software by
fiscal year 2003, with cumulative implementation costs in excess of $160 million. To
varying degrees, the ISAS projects at the Department of Housing and Community Affairs
(TDHCA) and the Texas Workforce Commission (TWC) are behind schedule and over
budget; therefore, the systems have yet to fully provide the expected benefits for which
ISAS was selected as the internal financial management system.

As the State Auditor’s Office previously reported, agencies have historically had difficulty
managing software development projects. The ISAS projects at TWC and TDHCA provide
best practices and lessons that may benefit other state agencies or universities
undergoing similar software installation projects.

Although the installations of the ISAS software at these two agencies are not yet
complete, the portions of the software that are installed appear to be functioning
correctly and reliably. For instance, the software appears to be correctly and reliably
exchanging information with other software applications such as the Uniform Statewide
Accounting System.

Key Facts and Findings

* We identified several key issues from the projects at TDHCA and TWC that may not
only affect the success of future ISAS projects, but also the success of software
projects at state agencies and universities in general.

« At the time of our review, the biennial operating plan for fiscal years 2000-2001 of
TDHCA and TWC incorrectly reflected that the TDHCA ISAS software installation
project is complete and that the TWC software installation project is on schedule.

* The contracting and managing issues identified in this report are similar to issues
previously reported by the State Auditor’s Office on other software development
projects.

* Project management and contract administration at state agencies continue to be
areas of concern.

Contact
Susan Riley, CPA, Audit Manager, (512) 936-9500

Office of the State Auditor

Lawrence F. Alwin, CPA

This audit was conducted in accordance with Gover nment Code, Sections 321.0132,
321.0133, and 321.0135.




Executive Summary

What is ISAS all about?

The Comptroller of Public Accounts
began the ISAS software project in 1996.
The Uniform Statewide Accounting
System has been the accounting
software application for the State of
Texas since 1994. Agency and university
users of the software, however, have
expressed the need for more flexible
financial reporting capabilities from the
software application to meet their
internal accounting needs.

ISAS is a modified version of the
PeopleSoft Financials for the Public
Sector commercial software package.
The Comptroller of Public Accounts
modifies the base version of the
PeopleSoft software to meet certain
State of Texas requirements to produce
a base version of ISAS. Agencies may
then modify the base version of ISAS to
meet their specific needs. Even after
modification, ISAS is still essentially a
PeopleSoft application, and the lessons
learned from its implementation apply
to other PeopleSoft applications.

PeopleSoft Financials for
the Public Sector

Statewide
Modifications to
PeopleSoft
Applications

A 4
Integrated Statewide
Administrative System

(ISAS)

Agency
Modifications to
ISAS

Agency Implementation
of ISAS

A ccording to agency 2000-2001 biennial
operating plans, approximately 24
agencies will be using the Integrated
Statewide Administrative System
(ISAS)/PeopleSoft software by fiscal year
2003, with cumul ative implementation costs
in excess of $160 million. To varying
degrees, the ISAS projects at the Department
of Housing and Community Affairs

(TDHCA) and the Texas

Workforce Commission
(TWC) are behind schedule
and over budget. Therefore,
the systems have yet to fully
provide the expected
benefits for which ISAS was
selected as the internal
financial management
system. Asthe State
Auditor’s Office previously
reported, agencies have
historically had difficulty
managing software
development projects.

TDHCA reported actual
expenditures of $955,040
through fiscal year 2000 for
its ISAS implementation
project. TWC reported
actual and expected (through
completion) expenditures of
$11,356,648 for its

| SA S/Peopl eSoft
implementation project.

The parts of ISAS software
installed at TWC and
TDHCA appear to function
reliably and correctly. For
instance, the software
appearsto be correctly and
reliably exchanging
information with other
software applications such
as the Uniform Statewide
Accounting System (USAS).

TWC isfar enough into its
implementation phase to use

ISASfor its general ledger. However, TWC
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has not completely implemented all planned
parts of the software package. (The
purchasing, cash receipts, and accounts
receivabl e portions have not been completely
implemented, for example). TDHCA does
not yet use ISAS software for its general
ledger, but it is preparing a project planto
continue progress so that it may do so. As
neither agency is finished with the full
installation of ISAS as planned, the expected
benefits (such as reduced work effort to
prepare financial statements and reduced
paperwork) have yet to be redlized.

Two Agency ISAS Projects Provide
Important Lessons for Other
Agencies Embarking on Software
Development Projects

Our audit of the projects at TWC and
TDHCA reveaed some notable best practices
and lessons for future similar software
installation projects at any agency or
university.

Lessons learned during TDHCA' s project
include the following:

e Time and materials contracts do not
guarantee completion of projects.

o Active project management at the agency
level helps maintain control of projects.

e Staff turnover can slow completion of
projects.

»  Underestimating resources can slow
completion of projects.

Best practices noted during TWC' s project
include the following:

e Functiona user role mapsaid in ISAS
implementation.

e A separate financia reporting application
can help the agency avoid potential
performance problems.

AN AUDIT REPORT ON THE INTEGRATED
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Executive Summary, concluded
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Two Agency ISAS Software
Installation Projects Are Not Yet
Complete as Planned

Our reviews at TDHCA and TWC reveaed
that neither agency’s ISAS installation
project is complete. However, TDHCA'’s
current biennial operating plan (BOP)
inaccurately reflectsthat its ISAS software
installation project is complete, while TWC's
BOP inaccurately reflectsthat the ISAS
implementation project is on schedule.

The BOP is one of the documents required of
state agencies and universities under the
Information Resources (IR) Management
Act. The purpose of the BOP isto support
the agency’ s Information Resources Strategic
Plan and, ultimately, the agency’ s overall
mission and goals. The BOP provides an
action plan for IR management and
strengthens analysis of the cost-effectiveness
of technology employed by agencies and
universities.

The absence of accurate BOP information
makes it difficult to assess whether funds
have been used for the purpose intended with
the expected benefits achieved as planned.
The success or failure that an agency reports
on current or past projects may have an effect
on the approval of future projects for that
agency. Additionally, the experiences
reported by agencies on projects with
statewide impacts (such asthe ISAS
implementation projects) may affect whether
other agencies or universitiesreceive
approval for the same project.

TWC Has Processes and
Procedures in Place to Produce
Reliable Financial Information
From ISAS

Overall, the information systems processes
and procedures (controls) in place at TWC
are adequate to ensure that the ISAS
application and the financial datait produces
arereliable.

Success of Software Development
Projects Depends on Strong
Project Management Controls

The successful implementation of ISAS
depends upon strong project management
controls, as shown by the two projects
highlighted in this report. In addition, other
reportsissued by the State Auditor’ s Office
discuss contracting and management issues
related to software development:

* An Audit Report on the Department of
Economic Development SAO Report No.
00-008, January 2000

* An Audit Report on the Comptroller of
Public Accounts' Integrated Tax System,
SAO Report No. 00-016, February 2000

Summary of Management
Responses

Management at both agencies generally
agrees with the recommendations made in
this report.

Objective, Scope, and
Methodology

The primary objective of this project wasto
audit ISAS installations to determine if they
had been successfully implemented to allow
ISAS to produce reliable financial
information.

The audit covered queries of current
databases for fiscal year 2000 and
observations of online transaction entries
made during August 2000.

The scope of thisaudit included review of
the ISAS software application installations at
TDHCA and TWC.

AN AUDIT REPORT ON THE INTEGRATED

STATEWIDE ADMINISTRATIVE SYSTEM AT SELECTED AGENCIES
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Overview

According to agency 2000-2001 biennia operating plans, approximately 24 agencies
will be using the Integrated Statewide Administrative System (1SAS)/Peopl eSoft
software by fiscal year 2003, with cumulative implementation costs in excess of
$160 million (see Figure 2). It isimportant for other agencies adopting ISASto
benefit from the experiences of TWC and TDHCA in their implementation processes.

Figure 1: Twenty-four agencies will spend an expected $160 million to implement
ISAS/People Soft by fiscal year 2003.

Cumulative Implementation Costs for
ISAS/PeopleSoft Projects

180
150 ~
120 ~

Dollars (in millions)
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Pre-1998 1998 1999 2000 2001 2002 2003 Post-
2003

Fiscal Year

Includes current and projected costs for 16 agencies. Costs for the remaining 8
agencies planning ISAS or PeopleSoft projects were not reported in their 2000-2001
biennial operation plans (BOP).

Source: 2000-2001 BOPs for all 24 agencies with implemented or planned ISAS or
PeopleSoft projects.

accounting needs of state agencies.

AN AUDIT REPORT ON THE INTEGRATED
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As previoudly identified by

the State Auditor’s Office,
state agencies have
historically not done a
good job of managing
software devel opment
projects.

Both TWC and TDHCA
embarked on their ISAS
software installation
projectsin part due to the
need for more flexible
and detailed reporting
capabilities.
Additionally, both
agencies were interested
in financial reporting
system compatibility with
systems used by the
Comptroller of Public
Accounts. However, it
was unclear whether a

standard internal accounting system intended to seamlesdy share accounting
information with USAS could address the individual flexibility requirements of state
agencies and universities. Our review of two |SAS projects provided support that if
the software isimplemented correctly and with forethought, it can meet the

Completion of the projects at TDHCA and TWC will require each agency to develop
and retain staff with the appropriate technical skills. Similarly, continued successful
operation of the application after implementation at each agency will depend upon the
agency’s ability to retain employees with the appropriate technical skills.
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Section 1:

Two Agency ISAS Projects Provide Important Lessons for Other
Agencies Embarking on Software Development Projects

Our audit of the projects at TWC and TDHCA revealed some notable lessons for
future and similar software installation projects at state agencies and universities.
Proper planning and management can help to meet deliverable deadlines and project
budgets.

Section 1-A:
Time- and Materials-Based Contracts Do Not Guarantee
Completion of Projects

TDHCA paid the implementation contractor based on atime and materials contract,
which did not guarantee completion of al implementation requirements. TDHCA
was working with alimited budget for this project, and therefore a*“ deliverables’
based contract, for which payment is made based on delivery of an end product,
would have been much more desirable.

Suggestion for other agencies to consider:

Evaluate in-house expertise and clearly identify the scope of the contractor’ swork to
determine whether atime- and material s-based contract or a deliverables-based
contract is more appropriate for their needs.

Section 1-B:
Active Project Management at the Agency Level Helps Maintain
Control of Projects

TDHCA did not assign an internal employee as project manager to actively monitor
the activities of the implementation consultants throughout the life of the project,
which |eft the agency at the mercy of these “ experts’ for successful completion. The
agency placed too much dependence upon the reputation of the consultants hired and
incorrectly assumed the project was under control. This contributed to the project not
being completed after funding for the consultants was exhausted.

Suggestion for other agencies to consider:

Assign an interna project manager to monitor the project in addition to any contract
management.

AN AUDIT REPORT ON THE INTEGRATED
PAGE 4 STATEWIDE ADMINISTRATIVE SYSTEM AT SELECTED AGENCIES JANUARY 2001
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Section 1-C:
Staff Turnover Can Slow Completion of Projects

TDHCA has experienced significant project-related staff turnover, which has severely
curtailed the acquisition of PeopleSoft knowledge in-house. The acquisition of this
knowledge is extremely important now that the agency is attempting completion of
the implementation with limited external assistance.

Suggestion for other agencies to consider:

Endeavor to cross-train employees whenever possible.

Section 1-D:
Underestimating Resources Can Slow Completion of Projects

TDHCA entered into its project based on an assumption that coordination with the
system used by the Comptroller of Public Accounts (Comptroller) would offer
compatibility advantages. Additionally, the agency contracted for afinancial
information needs assessment along with development of arequest for offer.
However, despite both of these good intentions, the agency severely underestimated
the complexity of the project. The project has required much more overall
participation by al levels and departments within the agency.

Suggestion for other agencies to consider:

Continuoudy evaluate available resources to ensure that projects stay on schedule and
to determine if additional resources are needed.

Section 1-E:
Functional User Role Maps Aid in ISAS Implementation

Before TWC implemented ISAS, the people who would be using the system the most
met to document their needs and expectations. With thisinput, TWC produced ISAS
functional role maps. The role maps defined the job functions and system functions
ISAS users would need to perform job functions. During the physical software
implementation, the implementation team set up the software to meet the needs
outlined in the role maps. The role maps made setting up the software more efficient
and effective and ensured that the software met user needs. The role maps also

hel ped the implementation team maintain the application’s security by limiting user
capabilities to those needed for their jobs.

Suggestion for other agencies to consider:

Develop and use functional user role mapsto assist in implementation.

AN AUDIT REPORT ON THE INTEGRATED
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Section 1-F:

maintain.

A Separate Financial Reporting Application Can Help the Agency
Avoid Potential Performance Problems

TWC established a copy of the ISAS application to use only for financia reporting;
financial transactions cannot be entered. TWC updates the financial reporting
application daily with the data from the primary 1SAS application. This second
application handles all requests for reporting and query information, thus reducing the
number of users accessing the primary application. By dividing the use, TWC has
avoided potential performance problems and made the system easier to manage and

Suggestion for other agencies to consider:

Section 2:

Establish a separate financial reporting application to handle reporting requests.

Two Agency ISAS Software Installation Projects Are Not Yet Complete

as Planned

Section 2-A:

Why is the BOP important?

The absence of accurate BOP information
makes it difficult to determine whether funds
have been used for the purpose intended
with the expected benefits achieved as
planned. The success or failure an agency
reports on current or past projects may have
an effect on the approval of future projects.
Additionally, the experiences agencies report
on a common statewide project, such as
ISAS, may affect approval decisions for
different agencies or universities.

The BOP is one of the documents required of
state agencies and universities under the
Information Resources Management Act. The
purpose of the BOP is to support the agency’s
Information Resources (IR) Strategic Plan and,
ultimately, the agency’s overall mission and
goals. The BOP provides an action plan for IR
management and strengthens analysis of the
cost-effectiveness of technology employed
by the agency.

Our reviews at TDHCA and TWC revealed that neither ISAS installation project is
complete. However, at the time of our review, the 2000-2001 biennial operating plans
(BOP) of TWC and TDHCA inaccurately reflected completion of their ISAS
implementation projects.

TDHCA Implementation Is Still Ongoing, and the Agency Is Still
Using USAS for Internal Accounting Purposes

The ISAS application implementation project is till
ongoing; it is not yet the agency’ s accounting system of
record, as originaly planned. Consequently, the agency
continues to use USASfor itsinternal accounting purposes.
Currently, the agency partially uses ISAS modules to make
payments to grantees and for its operating payables.
Overal, the ISAS application is used as a sub-ledger to
Uniform Statewide Accounting System (USAS) for these
specific transactions.

Because the implementation is not compl ete, the agency
has not yet achieved the expected benefits from the new
accounting system. Specifically, the agency projected
average annual benefits of $228,584. The agency reported
implementation costs of $955,040 through fisca year 1998.
Recently, agency management decided to reduce the
number of financial modulesit plans to implement.
Therefore, it will never realize the origina estimated

AN AUDIT REPORT ON THE INTEGRATED
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annual benefits, and the time needed to recoup the investment will be extended.
TDHCA reported in its 2000-2001 BOP that the ISAS application was within TDHCA
baseline operations beginning in fiscal year 1999. This reporting creates the
inaccurate perception that the integration of the ISAS application is complete.
Additionally, moving the project from the project-over-threshold category to the
baseline category on the BOP does not allow for the full capture of all project costs.

Recommendation:

Prepare a project plan that details the remaining steps needed to complete the
implementation. ldentifying and documenting these remaining steps will alow the
agency to plan for the required technical skills and coordination needed with the
Comptroller to promote success. Additionally, the BOP should be revised to
accurately reflect the current and planned status of the full ISAS implementation,
including the documentation of arevised conservative completion date.

Section 2-B:

Although TWC Has Not Implemented as Much of the Software
Package as Planned, ISAS Is the Financial Accounting and
Reporting System of Record

TWC has not completed the implementation of all ISAS modules as planned for and
detailed in the 2000-2001 BOP that was on file at the time of our review; therefore, it
has not achieved the full expected fiscal and performance measures and objectives.

In fiscal year 1998, TWC began implementing selected modules of ISAS as part of a
larger project to provide an integrated Financial and Human Resource Management
System (HRMS) solution based on PeopleSoft Financials and HRM S applications.
Thetarget date for completion of the ISAS modul es was September 1, 1999, with the
remainder of the PeopleSoft project targeted for completion by September 1, 2000.

In the 2000-2001 BOP, TWC reported that, “As of September 1999, all phases up to
and including the implementation of ISAS financial applications have been
completed,” although it had not implemented all of the modules as originally planned.
TWC also reported that as of September 1, 1999, ISASisthe agency’ sfinancia
accounting and reporting system of record. ISASisbeing used in all aspects of
agency business except for the Unemployment Insurance Program, which is handled
by a separate mainframe general ledger application.

TWC spent $7.3 million to implement ISAS and PeopleSoft applications through the
end of the 1998-1999 biennium. TWC expects to spend an additional $7.7 million in
2000-2001 to continue implementation of the overall PeopleSoft project, which is now
targeted for completion in Spring 2001. These expected costs for 2000-2001 are

$3.6 million greater than the $4.1 million estimate in the current BOP.

AN AUDIT REPORT ON THE INTEGRATED
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The full expected benefits of the |SA S/PeopleSoft project, as outlined in the project’s
BOP fiscal and performance objectives and measures, will not be realized until al
modules are implemented as planned. Expected benefitsinclude:

. A 25 percent (625,000 pages) reduction in printed reports.

. A 25 to 30 percent decrease in paper forms.

. Improved reporting and analysis for management.

. A one-day reduction in purchasing process time.

. A more productive use of three full-time equivalent employees through
reduced double-entry of data.

Recommendation:

TWC should complete the its implementation of the remaining ISAS modules and the
other PeopleSoft modules in order to obtain full benefits as planned. It should also
update its BOP to reflect the current status of the project and the new project time
lines and costs.

Section 2-C:
TWC Has Processes and Procedures in Place to Produce Reliable
Financial Information From ISAS

ISAS, asimplemented at TWC, is capable of producing reliable financia information
for the agency functions using it.

Overadl, the information systems processes and procedures (controls) in place at TWC
are adequate to ensure that the ISAS application and the financial data it produces are
reliable.

Highlights of what we found at TWC include:

. Computer hardware and software and the local area network (LAN) are
generally well controlled and protected.

. Users participated actively in the ISAS and PeopleSoft implementation.

. ISAS software helps to ensure that entered data is complete and accurate.

. ISAS sharesfinancial datareliably with other internal and external systems.

Our assessment of reliability included reviews and assessments of overall information
systems and | SAS application controls, tests to confirm compliance with these
controls, and tests of the data produced by ISAS. Because financial data prior to fiscal
year 2000 is maintained in TWC's previous financial system (FARS) and not in ISAS,
we did not review historical data. We also did not review the financial datafor the

AN AUDIT REPORT ON THE INTEGRATED
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Section 3:

Unemployment Insurance Program at TWC because it maintains its own general
ledger in a separate mainframe application.

Recommendation:

Review information systems processes and procedures as PeopleSoft implementation
is completed to ensure that they continue to provide adequate protection for
automation resources, the ISAS and PeopleSoft applications, and the underlying
financial data.

Success of Software Development Projects Depends on Strong
Project Management Controls

Section 4:

The successful implementation of ISAS is highly dependent on strong project
management controls, as shown by the two projects highlighted in thisreport. In
addition, other reports issued by the State Auditor’s Office (see below) discuss
contracting and management issues related to software development.

. An Audit Report on the Department of Economic
Development

A project management and contracting issue was identified in this report
(SAO Report No. 00-008, January 2000), which is available for viewing
and downloading from the State Auditor’ s Office website.

. An Audit Report on the Comptroller of Public Accounts' Integrated Tax
System

Several project management issues were identified in this report (SAO
Report No. 00-016, February 2000), which is also available for viewing and
downloading from the State Auditor’s Office website.

History of USAS/ISAS, Including a Previous Audit Performed by the
State Auditor’s Office

JANUARY 2001

USASS has been the accounting software application for the State of Texas since 1994.
The Comptroller began the ISAS software project in 1996. Its purpose isto provide
state agencies and universities with acommon internal financial and administrative
management system. The commercially produced PeopleSoft financial software for
the public sector package was chosen. The PeopleSoft financial software suiteis
composed of various modules, which include general ledger, accounts payable,
accounts receivable, purchasing, inventory, and budget modules.

AN AUDIT REPORT ON THE INTEGRATED
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The Comptroller’ s ISAS project office isresponsible for customizing various modules
to meet specific requirements for State of Texas accounting. These modules, referred
to as ISAS modules, are then made available to state agencies and universities.

Both TWC and TDHCA embarked on their ISAS software ingtallation projectsin part
due to the need for more flexible reporting capabilities. Additionally, both agencies
were interested in financial reporting system compatibility with systems used by the
Comptroller’s Office.

Section 4-A:

Objectives of the 1997 Audit of ISAS

In 1997 the State Auditor’ s Office conducted an audit of ISAS. (See A Review of the
Integrated Satewide Administrative System, SAO Report No. 98-008, December
1997.) The objectives of that audit were asfollows:

. Determineif ISASwill provide the required functionality for the agencies
implementing the system.

. Determineif ISAS includes sufficient controlsto ensure the accuracy of data
input, output, and processing.

. Evaluate key project management controls and project planning to help ensure
the successful implementation of ISAS at the participating agencies.

Because the 1997 audit was conducted prior to the operational installation of ISAS,
the audit was unabl e to form conclusions on the first two objectives. However, our
recent review provided support that if the application isimplemented correctly and
with sufficient planning, it can meet the individua accounting needs of state agencies.
Furthermore, our recent review illustrated that sufficient controls arein place for the
portions of the ISAS software being used by TDHCA and TWC to ensure the
accuracy of datainput, output, and processing.

Section 4-B:

Findings From the 1997 ISAS Audit

Listed below are the findings from the previous audit (A Review of the Integrated
Statewide Administrative System).

Finding 1-A:

. The Comptroller’s Office should facilitate the review and analysis of
statewide cost savings available from interagency cooperation such asa
central service bureau.

AN AUDIT REPORT ON THE INTEGRATED
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. Agencies are encouraged to interact with other potential ISAS usersto
determine the feasibility and desirability of an ISAS partnership.

Corrective Action Taken:

The Department of Information Resources and PeopleSoft USA, Inc., have entered
into a Software License and Services Agreement to provide PeopleSoft Financials and
Human Resources Management System (HRMS) software, and certain support,
professional, and education services. This agreement authorizes use of the PeopleSoft
Financials and HRM S software at no additional license fee for state agencies.
Additionally, the Department of Information Resources has provided information
related to the potential advantages of participating in the shared service center at the
West Texas Disaster Recovery Operations Center for operation and maintenance of
the PeopleSoft applications.

Additional information regarding this program is available from the Department of
Information Resources website at: www.dir.state.tx.us.

Findings 1-B, 1-C, and 2-A:

No corrective action was required.

Finding 2-B:

The Comptroller’ s Office should document and require sign-off from the vendor on a
transition plan. The plan should include:

. Determination of documentation standards.

. Identification of the number of Comptroller staff necessary for maintenance.
. Identification of the necessary knowledge and skills.

. Identification of training needs.

. Determination of duration of vendor support during the transition.

. Identification of vendor skills necessary for the transition.

. Procedures by which staff will assume responsibility for maintenance.

Corrective Action Taken:

The Comptroller’s Office received atransition plan from the vendor.

AN AUDIT REPORT ON THE INTEGRATED
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Management Responses
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Mr, Larry F. Alwin, CPA

State Ausdior

Office of the State Audilos

Rober E. Johnson Basdng

1601 Maorth Congrass Avenue, Suite 4. 224
Bustin, Texas 77T

Dhegar M. Alwin:

Thex Texas Degardmeant of Housing and Community Affairs (the *Department™)
would like to thank Rodney Almaraz, his staff and managemsant team for the
courtesy extended during their frecent review of the Deparments implemantation
af the Integrated Statewide Accounting System [ISAS]).

The results of the review have identified several of the significant difficulias that
the Depariment has had in instaling 1545 and has provided direction on how the
Departrment intends to procesd, The Depariment & in general agreement with
fhi resadls af your review and has recanthy hirad Mr. Sidrey Stness, Direclor of
Information Sysfems Division (IS0), who will oversae the Department's effors
towards realizing full 1545 irmplesmienlaton.

Flease see management's response baliow to your finding and recommendation
thal soliciled a response.

Section 2-A: TOHCA Implementation is Still Ongoing and the Agency is
Still Using USAS for Internal Accounting Purposes

Managament 8 in egreamant with the fnding and recommendalion

Siudmay Struss, Directar of Informalion Sysiems Division, will amend the Bienmium
Cperating Plen (BOP] no later than December 2000 1o reflect the project ower
reshokl Mnﬂn; the I]TEIiEEI Diacl from baseline o ﬂfﬂqEﬂ over threshold status
will gllowy Tor & more accyrate accound of all project costs,  The vpdated BOP il

Vo o aw dhe swrle! imade iord ot swwe, dalior mair. o s
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redlact gn updaied accourd of the expanditure of flurds o dale and e respeclive
benefits redeived.

The Infermalisn Syslema Divsion will taka an scSive pant in Brnging the |SAS
praject o baselne operations by assigring a Praject Manager io overase the
oeeral procass of compleding the mequined modules avalable in the financal
software package. This will indude the Tellceing:

& A delailed project management plan wdl be completed no latar then the
end of December 2000 for bringing 1he 1ISAS prajec] 1o basakne.

#« This plan wil assess the Deparimenis stalfng needs wilh regard 1o
technical axpartise nequined and the need for culside consultants whers
mecessary i avgmenl stan skile.

«  The plan will identify the need for sddtianal funds if necessary.

In addition 1o the slafling reeds hat may be idenlilied by developing a delaikd
praject managemeant plan, the IS0 has also recogrized (e need for an addilional
172 hulkime eguialent amployves fiar ﬂEleil mantenarss and propct
managemen of fulure upgrades in 2002 and 2003. N i= al=o anticipaled that the
galbwars application #ill be upgraded in late 2002 as a web-based applcation
W estimealba that thig will require conbras] personnel working approamately thnee
meonths for incorporation of this requirernenl.  The Depariments aslimates of
costs for these requirements wil be sent o the Legislative Budget Board in
Diecarber 2000 aakirg for their spproval of tha nacessany additicnsl funds,

The 130 haz also dentified neadad infrastruchune upgrades thal ama planned 1o
ba i place no later than March 2001, The wpprsdes are necessary Tor
performance enhancements thad pay large dividands to the efficient warkings of
the software appicalion wilhin the Depariment and bDetwean oiher siate and
fadarel agancas.

The compledion dste of maving 1S&AS from propact ower ihreshakd o baseling will
be detarmingd in connection with the development of the project plan and
canfingenl upan the approval of the nacessary funding discussed above.

The Department is comméttad 1o completing ils installalion of IZAZ, WiHlh the
receant hirng of Mr. Struss, we want to assure you that the Department is taking,
and will continwe to take, the necessary steps 1o complate this affort in the most
affactive and efficient manner possible.

Sincerehy,

Cadillo, Daputy Execufive Direchor
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Diane D. Rath, Chair

TeXaS Workforce C O m m i S S i O n Commissioner Representing

the Public
Member of the Texas Workforce Network
T. P. O’'Mahoney

December 15, 2000 ﬁ:\;l:rnimioner Representing
Mr. Lawrence F. Alwin, CPA Ron Lehman
State Auditor’s Office Commissioner Representing
Robert E. Johnson Building Employers
1501 North Congress Avenue, Suite 4.224
Austin, Texas 78701

Cassie Carlson Reed
Executive Director

Dear Mr. Alwin:

Thank you for the opportunity to respond to your audit report, An Audit Report on the Integrated
Statewide Administrative System of Selected Agencies. We appreciate the positive comments and
recognition of procedures used by TWC in the ISAS (PeopleSoft) software implementation project as
"Best Practices" for other agencies to consider in future similar projects.

We agree that the Biennial Operating Plan (BOP) on file at the Legislative Budget Board (LBB) should
accurately reflect the status of the project. The BOP submitted on October 1, 1999 was in fact, accurate at
the time and an amended BOP was filed upon determining a new implementation schedule. On August
25, 2000, TWC submitted a revised BOP Project Status narrative for its Client Server HR & Finance
System project to the LBB. To date, TWC has yet to receive LBB approval for its Amended BOP. TWC
understands the confusion that resulted from not providing a more timely BOP amendment.

The current approved BOP on file at the LBB was submitted on October 1, 1999. At the time of
submission, the Project Status narrative for the Client Server HR & Finance System (PeopleSoft) was
updated to reflect the implementation status as of September 30, 1999. At that time, the project was on
schedule to be fully implemented by August 31, 2000 and expenditures were within 1% of the amount
budgeted.

During the months of September through December 1999, several critical events occurred, both internal
and external, that required TWC to reassess the implementation schedule of the remaining phases of the
project. Some of the most significant events included:

¢ The Comptroller of Public Accounts changing the release date for ISAS 7.0 from April, 1999 to June
15, 1999.

¢ TWC's decision to release Anderson Consulting and implement internally with contract staff; and

¢ TWC's decision to delay the implementation of the ISAS Non-financial modules due to the issues that
arose from the implementation of the ISAS Financial modules, such as, work flow processes, budget
check capabilities, and overhead allocations delaying month-end close.

As usual, we enjoyed working with your staff.
Sincerely,
Cassie Carlson Reed

Executive Director

cc: TWC Commissioners

101 E. 15th Street ® Austin, Texas 78778-0001 ¢ (512) 463-2222 ¢ Relay Texas: 800-735-2989 (TDD) 800-735-2988 (Voice) ® www.twc.state.tx.us

Equal Opportunity Employer/Services
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Appendix:

Objectives, Scope, and Methodology

Objectives

The abjectives of this audit were as follows:

. Determineif ISAS has been successfully implemented to alow it to produce
reliable financial information.

. Determineif ISAS data has been compared to that of other applicationsit
interfaces with for reliability purposes.

. Determine what lessons learned would benefit other state agencies that may
implement ISASin the future.

. Develop and provide reference material for improvements agencies can make
to their ISAS implementations.

Scope

The scope of this audit included areview of ISAS software application installations at
the Texas Workforce Commission and the Department of Housing and Community
Affairs.

Methodology

We performed a systemsreview of ISAS. Asdefined in General Accounting Office,
Office of Policy publication number 8.1.3, Assessing the Reliability of Computer-
Processed Data (April 1991), a systems review examines general and application
controls, tests to confirm compliance with these controls, and tests data produced by
the system. In order to perform our review, we collected and analyzed information
and performed selected audit tests and procedures, including the following:

. Interviews with staff members from TWC, TDHCA, and the Comptroller's
Office.
. Reviews of documents, including policies and procedures, technica systems

documents, user manuals, internal audit reports, disaster recovery plans, and
biennial operating plans.

. Walk-throughs of computer facilities.

. Reviews of active network, mainframe computer, and ISAS application user
IDs.

. Tests of automated access controls.

. Queries of current databases for fiscal year 2000.
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. Observations of online transaction entries made in August 2000.

. Analyses of data shared between ISAS and selected internal and external
systems during August 2000.

We established a working knowledge of the ISAS application by reviewing

Peopl eSoft training materials provided by the Comptroller’s Office. The applications
review was supplemented with knowledge gained from a training class attended
specifically for this project.

Other Information

We conducted fieldwork from June 2000 through September 2000. The audit was
conducted in accordance with Government Auditing Standards.

The following members of the State Auditor’ s Office performed the audit work:

. Rodney Almaraz, MBA, CPA (Project Manager)

. Ron Franke, MBA (Assistant Project Manager)

. Les Bavousett, CPA

. Patrick Warren, CIA

. Frank Barnes

. Charles P. Dunlap, Jr., CPA (Quality Control Reviewer)
. Susan Riley, CPA (Audit Manager)

. Craig Kinton, CPA (Audit Director)
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