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CITY OF SANTA BARBARA


COUNCIL AGENDA REPORT

AGENDA DATE:
November 6, 2012
TO:
Mayor and Councilmembers

FROM:
Finance Department and Information Systems Division of Administrative Services Department
SUBJECT:
Purchase Of A New Financial Management System
RECOMMENDATION:  That Council:

A. Approve a professional services agreement with Tyler Technologies, Inc., for the acquisition and implementation of the Munis Financial Management System (FMS), in an amount not to exceed $1,393,470;

B. Approve additional services that may be identified during the implementation of Munis, in an amount not to exceed $250,275; and
C. Approve a Munis technical support and maintenance agreement for up to five years in an annual amount not to exceed $121,775 beginning in year two (year one fees have been waived) and increasing by 3% in year three and by 5% in years four and five.
EXECUTIVE SUMMARY:

The City’s Financial Management System (FMS) is one of the most important computer systems that the City uses, playing a significant role in many key financial and administrative functions Citywide.  The current system was implemented twenty-two years ago.  Plans have been underway for many years to replace this functional, but technologically obsolete, system.  In Fiscal Year 2012, the project was assigned a high priority and an extended effort was undertaken to update and conduct a comprehensive review of proposals received in response to an earlier Request For Proposals (RFP).  The project team unanimously chose Tyler Technologies’ Munis (Tyler Munis) for the City’s new FMS.  Tyler Munis software not only addresses the limitations of the current FMS, but provides many new features needed by the City to better conduct its business.  The price of the new system hardware and software acquisition and implementation, including a contingency allowance, is $1,643,745.  This is less than the amount estimated and budgeted for this portion of the FMS replacement project. The technical support and maintenance agreement will become effective following installation for one year at no cost and for $121,775 in the second year, with modest increases of 3-5% in the third through fifth years of the agreement.
DISCUSSION:
Background

The City of Santa Barbara uses an in-house developed Financial Management System (FMS) that was implemented between 1990 and 1991.  The FMS consists of the following modules: Accounts Payable, Accounts Receivable, Budgeting, Business License, Cashiering, Central Stores Inventory, General Ledger, Human Resources, Payroll, Purchasing, and Utility Billing.

Ten years ago, the City realized that its Financial Management System (FMS) was not adequately meeting its needs.  While the current FMS is functional, it has a number of issues: (1) few technical staff are available to support it; (2) it is programmed in a now obsolete programming language; (3) it runs under an archaic computer operating system; (4) it provides only the basic financial business functions; (5) it has a “clunky” non-windows interface; and (6) it lacks easy-to-use reporting tools.  Due to these deficiencies, the City decided to replace the FMS.  However, due to City budget funding limitations at that time, it was decided to extend the life of the FMS for a few years by enhancing its functionality and by implementing a Windows based data warehouse with advanced reporting abilities.

Last year, the project was prioritized and funding was approved to replace the entire FMS.  The first step was to reform the project team.  It consists of a Steering Committee of representatives from every City department and the managers, supervisors and senior staff in charge of the current financial and human resource FMS modules.

The project team reviewed and updated a previously completed RFP document, which was issued to 10 pre-qualified vendors; four proposals were received.  The proposals were reviewed, references checked, and Tyler Munis and SunGard OneSolution were chosen as the semi-finalists.

The two vendors were invited and they both conducted three days of presentations and demonstrations of their company’s viability and software functionality to the project team.  Based on this initial assessment, the project team concluded that Tyler’s Munis System was the best product to move forward with additional evaluation.
In verifying that Tyler Munis is the company and product that best meets the City’s needs, eight reference checks were conducted, multiple software demonstrations viewed, and two site visits were made.  At the conclusion of this significant effort, the project team unanimously chose Tyler Munis for the City’s new FMS.

Selection of Tyler Technologies Munis Financial Management System

Tyler Technologies’ Munis financial and human resource management software not only addresses the limitations of the current FMS, but provides many new features needed by the City to better conduct its business.  Some of these are:

· It is vendor developed, maintained, enhanced, and supported.
· It provides the functionality of all current FMS modules and more.  In addition to increased functionality, additional modules the City is purchasing are: Project Accounting, Fixed Assets, and Vendor and Employee self-service.  Other modules available that could be of benefit in the future include: Risk Management, Parking Tickets, Animal Licenses, and Citizen Response Management.

· It provides a familiar and easy to use Windows’ Internet browser interface.
· It provides “dashboards” that deliver personalized business functionality and information to specified staff.
· It provides easy-to-use reporting tools for non-technical staff.
· Information is easily transferred to Microsoft Word and Excel for custom reporting and analysis.
· It provides electronic workflow that improves productivity by reducing time spent waiting for status and approvals for processing vendor invoices, requisitions, personnel actions, and timecards.
· It provides a Content Management System (CMS) that stores and easily retrieves electronic copies of paper documents such as reports, forms, vendor invoices, bids, and other financial transaction supporting documents.  These documents are easily found, displayed, printed, and e‐mailed.
It is important to note that, during contract negotiations, Tyler agreed to discount the software by 20% and waived the first year’s annual software maintenance and support cost at an additional value of $118,228.   The contract allows for up to four additional years of maintenance and support with an annual increase to the undiscounted price of $118,228.  This is increase is not to exceed 3% in the second and third years, and 5% in the fourth and fifth years.

Project Implementation Timeline
The project is scheduled to begin in December 2012 with the financial modules going-live in January 2014 and the Payroll / Human Resources modules in July 2014.
Summary of Exhibits

The professional services agreement contains a number of exhibits which are an integral part of the contract. A listing of exhibits is provided below.

Exhibit 1 – Investment Summary – Lists all of the software, services, third party hardware and software, sales taxes, maintenance and support being purchased (and optional) with any associated discounts.  The estimated travel costs and project contingency funds are also listed.  Services consist of consulting, implementation (training), data conversion, forms creation, interface development, and report writing.

Exhibit 2 – Verification Test – List of the software tests to verify the Munis software was correctly installed on the City’s servers.

Exhibit 3 – Support Call Process – Technical support contact information, hours available, process and escalation steps.

Exhibit 4 – Business Travel Policy – Tyler’s policy and estimated costs for their staff covering travel to and working in Santa Barbara.

Exhibit 5 – Adobe End User License Agreement – Required by Adobe Systems Inc. because the City will be using their software.

Exhibit 6 – Living Wage Certification – A required certification per City Code.

Exhibit 7 – Contractor’s Nondiscriminatory Employment Certificate – City’s document.

Exhibit 8 – Statement of Work - Description of the City’s and Tyler’s project teams and their names, if known, and their responsibilities.  Also, a detailed list of the project tasks to be accomplished.

Exhibit 9 – Updated Proposal Checklist – City’s Request For Proposal Business Functions checklist with Tyler’s acknowledgement that their software satisfies the business functions fully, partially, or not at all.

Exhibit 10 – Proposal – A copy of Tyler’s original RFP proposal.

Exhibit 11 – Modifications/Interfaces – List of the software interfaces with other agencies and companies the City needs and Tyler is providing.

Exhibit 12 – Milestone Payment Schedule – For each project milestone the following is listed: a description of the fee, the type and amount of the fee, and the date or conditions for when it is due.

BUDGET/FINANCIAL INFORMATION:

In Fiscal Year 2012, the City budgeted approximately $3 million in the Information Systems Capital Fund for this project, of which the General Fund’s portion was forty percent of the total, with special and enterprise funds paying the remaining sixty percent. 

The $3 million included an estimate for the purchase and implementation of the software, the purchase of hardware, and the cost to hire temporary staff to backfill existing Human Resource, Finance and Information System staff that will need to devote a considerable amount of time and effort during the almost 2-year implementation period.  The breakdown of the approximate $3 million budget is shown below.

	Cost Item
	
	Amount

	Hardware, Software, & Services
	
	$1,600,000

	Contingency
	
	320,000

	Backfill Staff ( est. 3 year need)
	
	1,049,000

	  Total
	
	$2,969,000


As shown above, a total of $1,920,000 was budgeted for hardware, software and implementation, including a $320,000 contingency; the actual cost, based on the agreement subject to Council approval, is $1,643,745, including the $250,275 contingency.  The funds needed for backfilling staff will likely also be less than budgeted, since Tyler estimates the implementation will be accomplished in less than 3 years.  Therefore, we expect that the overall project cost will be less than the $3 million budgeted.  However, it is premature to provide an estimate of the final costs.

In addition to the acquisition and implementation costs, the City will be required to pay an annual support and maintenance fee. City staff has negotiated a waiver of fees in the first year of the contract. The fees in subsequent years will not exceed the amounts shown below:




Year 2

$121,775




Year 3

  125,428 (3% Increase)




Year 4

  131,700 (5% Increase)

Year 5

  138,285 (5% Increase)

Maintenance fees are not included in the project budget and will have to be factored in to the City’s budget beginning in Fiscal Year 2014.
SUSTAINABILITY IMPACT:  

Munis includes a Content Management System that will store electronic copies of the documents it generates, such as reports and forms, and associated financial documents, such as vendor invoices and bids; thereby reducing the need to print them on paper, distribute multiple copies, or store them in file cabinets.
The Tyler Technologies Professional Services Agreement and Exhibits are available for review in the Council Reading File and the City Clerk’s Office.
PREPARED BY:
Rob Badger, IT Project Manager
SUBMITTED BY:
Bob Samario, Finance Director

APPROVED BY:

City Administrator's Office
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