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CITY OF SANTA BARBARA


COUNCIL AGENDA REPORT

AGENDA DATE:
July 3, 2007
TO:
Mayor and Councilmembers

FROM:
Administration Division, Finance Department
SUBJECT:
Purchase Of New Utility Billing System
RECOMMENDATION:  That Council:

A. Authorize the Finance Director to negotiate and execute a professional services agreement in a form acceptable to the City Attorney with Advanced Utility Systems for the acquisition and implementation of a utility billing system in an amount not to exceed $450,000;
B. Authorize the Finance Director to approve additional services, if necessary, that may be identified during the implementation phase, in an amount not to exceed $45,000 (10%); and
C. Authorize the Finance Director to negotiate and execute a two year technical support and maintenance agreement in a form acceptable to the City Attorney in an amount of $43,750 per year.
DISCUSSION:
EXECUTIVE SUMMARY

In connection with the planned replacement of the City’s entire financial management system, the City has decided to begin with the replacement of its utility billing (UB) system used to bill City and certain non-city customers for water, sewer and refuse services.

A project team was assembled to complete a needs assessment, prepare a request for proposal, and evaluate vendor proposals. This effort began in August of 2006 and has culminated in the selection of a vendor, Advanced Utility Systems. 

With Council’s approval, City staff will work with staff from Advanced Utility Systems to implement the new system over the next 7 months. The key steps in the implementation will include converting the data from the existing UB system to the new system, installing the new software onto the City’s computers, training City staff, and testing. 
The total cost of the new system is $450,000, plus $13,562 in use tax in lieu of sales tax. In addition, the City will be entering into a maintenance and technical support agreement at a cost of $43,750. In the first year, the payment for maintenance and support will be $18,230. 
 We have $400,000 in the current year budget for the one-time acquisition and installation costs. Existing appropriations are available in each of the affected funds to cover the additional costs totaling $81,792. 
Staff recommends that City Council authorize the Finance Director to negotiate and execute a contract for the acquisition and installation of the new UB system from Advanced Utility Systems totaling $450,000, as well as the related contract for ongoing maintenance and technical support totaling $43,750.

Background

The City maintains its financial accounting records in a system developed by City staff in 1991. While the system meets the basic needs of a financial management system, it has many limitations in relation to other systems developed in more up-to-date programming languages and that use current technologies.

Several years ago, both Finance and Information Systems staff recognized the need to replace the City’s current financial management system (FMS) with a new system. In fact, the replacement of the City’s FMS has been included in the most recent Six-Year Capital Improvement Plan and the proposed two-year financial plan for fiscal years 2008 and 2009. The estimated cost to replace the entire FMS (excluding the Utility Billing module) is $2.5 million, half of which will be paid for by Enterprise Funds, and the remaining half by the General Fund.
Although the replacement of the entire FMS is scheduled to begin in fiscal year 2008, Council approved staff’s recommendation to move forward in fiscal year 2007 with the replacement of the City’s utility billing (UB) system ahead of the other modules. This decision was based on the more immediate need to address certain issuing surrounding the management of solid waste programs and the contracts for refuse services that were impacted by the limitations of the current UB system.
Needs Assessment and Development of Request for Proposal

In August 2006, a project team was formed to perform a needs assessment. The team consisted of staff from Environmental Services (for the refuse portion), Water Resources, Information Systems, and Finance (Accounting, Utility Billing and Meter Reading), as well as representative from the two haulers, Browning Ferris Industries (BFI) and Marborg Industries.

Over a two-month period, the project team identified all of the City’s technical and functional needs and requirements. This comprehensive list of technical requirements was included as an attachment to the request for proposal (RFP) document.
Method of Selection
The City sent requests for proposals (RFP) to more than 20 of the leading vendors that offer utility billing systems, and nine vendors responded. The nine proposals were evaluated in accordance with the following criteria (which were detailed in the RFP):
· Conformance with specified minimum system requirements
· Availability of enterprise-wide financial management systems
· Ability to integrate with existing financial management systems

· Availability of an on-line payment system
· Availability of an interactive voice response system

· Ability to meet established timelines

· Ability to meet the specifications contained in the RFP
Finance and Information Systems staff reviewed the nine proposals and narrowed the list of potential vendors down to five based on their proposal and calls to existing clients provided as references. The five finalists were Northstar, Advanced Utility Systems, Cogsdale, Springbrook and Innoprise Sofware.
Each of these finalists came on-site and provided a half-day demonstration of their system to the entire project team. The demonstrations enabled the team to get a much better feel for how these systems performed the essential functions associated with utility billing. In addition to meeting the general needs of the City, one of the areas the team focused on was the system’s ability to meet the more complicated needs of the refuse portion of utility billing. 

Based on these demonstrations, the project team narrowed the list to Northstar and Advanced Utility Systems. Each of these two companies returned to provide a more detailed, two-day demonstration of their respective system.

While each of the systems offered by both Northstar and Advanced Utility Systems was superior to the City’s existing system, the project team selected Advanced Utility Systems. In addition to meeting or exceeding the needs of the City in virtually all areas, the utility billing system offered by Advanced demonstrated a much more sophisticated rate calculation engine and the ability to best meet the more challenging set of requirements associated with refuse services.
Implementation of an On-Line Payments and Bill Presentment System

In conjunction with the implementation of the new utility billing system, a new on-line utility payment and bill presentment system will be implemented. The system, called “eCare”, offers a number of features, but most importantly, it will enable customers to view their current statement and account history on-line, and allow them to pay their bill on-line. Moreover, the on-line system is offered by Advanced Utility Systems and, therefore, will be fully integrated with the utility billing system.
Not only will the on-line system enhance customer service by providing an additional payment option, we believe it might help reduce the number of vehicle trips made by customers to City Hall wanting to pay their utility bill. Specifically, staff will be able to send automatic electronic notifications to customers via the utility billing system with links to the on-line payment system. In this way, customers will be able to opt out of receiving a printed bill. Instead, from the electronic notification, customers will be advised when their statement can be viewed and can link directly to the website to pay their bill. 
We anticipate that the eCare system will reduce the number of routine calls received by utility customer service staff since many of the calls currently received relate to information that will be available on-line. This will enable staff to focus on improving operations and, thereby, improving overall customer service.
Required Modifications

As expected, none of the systems evaluated were capable of meeting 100% of the City’s needs without some level of modification. Accordingly, based on what is called a “gap” analysis, we identified a number of required modifications to the vendor’s basic software. Several of the modifications relate to refuse services, which the vendor has agreed to make at no cost. Other modifications, however, are subject to additional charges, which have been priced at $52,250 and are included in the contract total.
Other Potential Modifications

During our review of the utility billing system offered by Advanced Utility Systems, we determined that, with some minor modifications, their system can also be used for miscellaneous billings currently handled through a separate Miscellaneous Accounts Receivable Module of the City’s FMS. In addition, it appears that the new system can also be used to process unbilled revenues, which are currently processed through the Cash Receipts Module.
We believe consolidating the Miscellaneous Accounts Receivable and Cash Receipts Modules into the new utility billing system would provide a more streamlined and efficient billing and collection operation and is therefore worth pursuing. It will, however, require additional effort on the part of the vendor, and more cost, to convert the existing data in the other modules to the new system.  
While there would be considerable value to this consolidated approach, we believe it is more appropriate to focus on implementing just the utility billing system at this time. Once it is fully operational, we can complete a thorough analysis to determine the specific scope of work, level of effort required, the cost and, finally, the merits of implementing such a solution. 
In addition, although the gap analysis discussed earlier likely identified most of the modifications to the system, it is possible that, during the implementation phase, other changes will be identified that may result in additional services from Advanced, and thus additional costs. 
Based on the above, we have recommended City Council authorize staff to approve up to $45,000 (10%) in change orders for additional services, which we believe would be adequate to cover the modifications described above as well as those that may come up during implementation. 
One-Time and On-Going Costs
As is the case with the purchase and installation of any significant application software, the cost includes three primary components: (1) A one-time cost for the purchase of the application software, which is based on the number of user licenses required; (2) a one-time cost for professional services associated with the implementation of the new system, including data conversion, installation, training and testing; and (3) on-going costs for maintenance and technical support, calculated at 25% of the cost of the software.

As detailed in Attachment 1, the total one-time costs for the utility billing and on-line payment system is $450,000; and the on-going annual maintenance and support costs are $43,750. The first year’s payment for maintenance and support will be paid after the system has been fully implemented and is operational, which we anticipate to be in February 2008, and will be prorated to align with the City’s fiscal year. Staff has negotiated a two-year commitment at $43,750 per year for maintenance and technical support; thereafter, the vendor is limited to a 3.5% annual increase for ten years. 
The one-time costs of the new utility billing system will be funded primarily by the Water, Wastewater and Solid Waste Funds as this system is used to process billings and payment for these services. A smaller portion is allocated to the General Fund. The allocation of the system’s cost is allocated in proportion to total revenues in each of these funds.

Although not part of this contract, City staff will be replacing the current hand-held meter reading equipment in conjunction with the implementation of the new UB system. This will be brought to Council for approval and funding later when a vendor has been selected.

Conclusion

Although implementing a new utility billing system will require a significant effort over the next seven months on the part of City staff, we are looking forward to working with a system that will enable the City to offer improved service to its utility customers and provide staff with a much more sophisticated and robust system for managing the utility billing and collection function.  

BUDGET/FINANCIAL INFORMATION:

The total one-time cost of the new UB system is $463,562, which includes a use tax in-lieu of sales tax of $13,562. In addition, the annual technical support and maintenance costs will be $43,750 in each of the next two years. However, the cost in the first will be prorated since the system is not expected be implemented and fully operational until February of 2008, which would result in a cost of $18,230 in the current fiscal year. 
The allocation of the unfunded costs to each of the affected funds is shown below.
	
	
	Current
Budget
	
	%

Share
	
	Unfunded
One-Time
Costs
	
	Unfunded
Ongoing
Costs
	
	Total

	General Fund
	
	  $  55,000
	
	   13.75%
	
	   $    8,740
	
	   $    2,507
	
	 $  66,247

	Water Fund
	
	    179,871
	
	44.97%
	
	       28,584
	
	         8,198
	
	   216,653  

	Wastewater Fund
	
	      77,681
	
	19.42%
	
	       12,344
	
	         3,540
	
	     93,565

	Solid Waste Fund
	
	      87,448
	
	21.86%
	
	       13,894
	
	         3,985
	
	   105,327

	
Total
	
	  $400,000
	
	100.00%
	
	    $ 63,562
	
	   $  18,230
	
	 $481,792


We recommend the additional costs, totaling $81,792, be funded from appropriated reserves, or other existing appropriations, in each of the affected funds. In the case of the $63,562 one-time capital costs, the funds will be transferred to the General Fund’s Capital Outlay Fund in accordance with the allocation shown in the preceding table. With respect to the $18,230 for the annual maintenance and technical support agreement, these costs will be allocated to the appropriate line-item within the respective funds/departments.
SUSTAINABILITY IMPACTS:  

As previously discussed, effective with the implementation of the system, customers will be able to not only view their account history, but will also be able to pay for their services on-line. Many utilities currently offer this capability as a convenience to customers, and the City is excited to offer these same services to our customers. One of the added benefits we hope to realize is a reduction in vehicle trips to City Hall by customers.  
The other related feature available in the new system is the ability to reduce the number of printed billing statements sent to our customers. The system will be able to automatically send emails to customers in lieu of a printed statement, providing them with a link to the City’s website where they can view their statement and account history, and pay the bill on-line, as noted above.
ATTACHMENT:
Summary of Costs
PREPARED BY:
Robert Samario, Assistant Finance Director
SUBMITTED BY:
Robert D. Peirson, Finance Director
APPROVED BY:

City Administrator's Office
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