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Effective information and communications technology (ICT) projects enable
government agencies to deliver their programs more efficiently. They meet citizens’
growing expectation for faster and more reliable services.

Unfortunately, the Victorian public sector does not have a good track record of

successfully completing ICT projects. As highlighted in many previous VAGO audits,

and again in this audit, weaknesses in planning and implementation mean that these

investments often:

. do not meet functionality expectations nor demonstrate expected outcomes

. cost much more than the planned budget, and/or are delivered much later than
planned

. are cancelled prior to completion, while still incurring significant costs.

In one of the audited projects, the government agreed to terminate its investment when
it became clear that the vendor could not complete the project—more than six years
after its original completion date. This cancelled project cost nearly $60 million in
Victorian taxpayers’ funds. This is simply not acceptable.

It is the responsibility of the executive leadership teams to ensure that their agencies
and entities demonstrate the appropriate behaviours and required skills to ensure
successful delivery of ICT projects. A robust culture of active governance at the senior
management level enables agencies to make well-considered decisions and to
effectively engage with vendors. Being an informed and vigilant ICT buyer is critical to
success.

The focus should not just be on the delivery of new capabilities but also on realising
the project’s intended benefits.

It was heartening to see some elements of better practice that contributed to project
completion. The University of Melbourne, Yarra Valley Water and, to some extent,
WorkSafe Victoria should be commended for successfully completing their respective
projects.

This audit demonstrated the continuing value of the better practice elements in VAGO'’s
2008 guide Investing Smarter in Public Sector ICT, which were specifically designed to
assist agencies to deliver ICT-enabled projects.

Agencies are now in need of further guidance that will allow them to share what they
have learned through their ICT projects while also learning from the collective
experience of other agencies across government.

Dr Peter Frost
Acting Auditor-General

March 2016
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Audit summary

Information and communications technology (ICT) is a significant enabler in the
delivery of government programs and services.

With government’s increasing reliance on ICT to deliver services and manage
information, it is of critical importance that ICT projects are successfully
implemented. However, VAGO'’s April 2015 audit Digital Dashboard: Status Review
of ICT Projects and Initiatives — Phase 1 confirmed that agencies and entities find
planning and implementing ICT projects particularly complex and difficult. Many of
these projects come in well over budget and are delivered much later than
scheduled or, on occasion, are cancelled prior to completion.

This second phase of the audit examined in greater detail six of the projects
reported in Phase 1 to assess governance effectiveness and benefits realisation.

Conclusions

ICT projects in the Victorian Government should be more effectively planned and
managed to avoid cost and schedule overruns. This audit confirms that ICT
projects continue to show poor planning and implementation, resulting in significant
delays and budget blowouts.

Nevertheless, we saw some elements of better practice at the University of
Melbourne and Yarra Valley Water which contributed to the completion of their
respective ICT-enabled projects.

While clearly defined governance arrangements do not necessarily guarantee a
successful ICT project, agencies should work on developing a robust culture of
active governance at the senior management level, to make informed decisions
and to effectively engage with consultants and vendors.

The challenges faced by agencies included in this audit are not unique. There are
opportunities to learn from the experience of other similarly situated agencies, to
better plan and implement effective ICT projects.

Agencies would greatly benefit from revisiting and applying the lessons learned by
others in the planning and implementation of their ICT projects. VAGO'’s July 2008
better practice guide Investing Smarter in Public Sector ICT continues to be sound
and relevant, and may be used as a starting point for managing ICT projects more
effectively.

Victorian Auditor-General’'s Report Digital Dashboard: Status Review of ICT Projects and Initiatives — Phase 2



Audit summary

Findings

None of the ICT projects considered in this audit were completed or will be
completed as initially budgeted. One of the six projects examined finished on
schedule. One project was terminated prior to system delivery, six years after the
planned completion date and having cost twice the intended budget. Most of the
six projects examined in this audit faced significant challenges at various points
during implementation.

All six audited agencies had defined and formalised governance arrangements in

place for their ICT projects. However, these arrangements did not prevent other

project management weaknesses from adversely affecting the effective planning

and implementation of their ICT projects. Weaknesses observed include:

. inadequate assessment of the vendor’s capability to deliver the project

. ineffective project governance and poor project management

. inability to fully appreciate and specify the business requirements for the ICT
system being purchased, including the changes/upgrades required for it to
integrate with the existing information technology (IT) infrastructure and
systems

. failure to provide appropriately considered advice to senior management at
key stages of the project.

Nevertheless, we saw some elements of better practice at the University of

Melbourne and Yarra Valley Water, which contributed to the completion of their

respective ICT-enabled projects, including:

. clearly articulated business requirements for the ICT systems being procured

. appointment of appropriately skilled project managers and IT personnel in the
project team

. consistent and tenacious monitoring of the vendor’s progress in project
delivery

. commitment to comprehensively and adequately test the new system prior to
go-live or project rollout.

Three of the projects examined have been completed. Two of these have
benefits-management plans in place and will be in a position to report on benefits
realisation at a later stage.

X Digital Dashboard: Status Review of ICT Projects and Initiatives — Phase 2 Victorian Auditor-General’s Report



Audit summary

Recommendations

Number Recommendation Page
That agencies and entities:

1. consider the total project cost—from inception to 19
completion through to evaluation of benefits realisation

2. ensure project status reporting is regular, reliable and 19
easy to follow, making agency decision-makers aware of
total project cost to date against planned milestones and
forecast cost to completion

3. ensure that they have the appropriate governance 32
arrangements in place throughout the life of their ICT
projects

4. ensure there is sufficient focus on the realisation of 32

expected benefits by:

e preparing a documented benefits-management plan
that is comprehensive, measurable and regularly
updated throughout the life of the project

e conducting benefits and post-implementation reviews
according to planned time frames

e incorporating learnings in corporate project planning
frameworks and processes and circulating them to
key governance bodies

5. develop or revise guidance documentation in the 48
planning, management and delivery of ICT-enabled
projects, taking note of VAGQO'’s July 2008 better practice
guide Investing Smarter in Public Sector ICT.

Submissions and comments received

Throughout the course of the audit, we have professionally engaged with:
. City West Water

. the Department of Justice & Regulation

. the University of Melbourne

. the Victorian Commission for Gambling and Liquor Regulation

. WorkSafe Victoria

. Yarra Valley Water.

In accordance with section 16(3) of the Audit Act 1994, we provided relevant
extracts of this report to those agencies and requested their submissions or
comments.

We have considered those views in reaching our audit conclusions and have
represented them to the extent relevant and warranted. Their full section 16(3)
submissions and comments are included in Appendix A.
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Background

1.1 Introduction

Information and communications technology (ICT) has become integral to how
governments manage information and deliver services. This steadily increasing
reliance on ICT is reflected in the Victorian Government’s significant $3 billion annual
ICT investment across the public sector, as reported by VAGO in its April 2015 report
Digital Dashboard: Status Review of ICT Projects and Initiatives — Phase 1.

1.2 Digital Dashboard — Phase 1

Digital Dashboard — Phase 1 found significant issues in the development and

implementation of ICT projects:

. Nearly 35 per cent of the 1 249 reported projects went over budget or are over
budget prior to completion.

. Nearly half of the reported ICT projects were completed, or were expected to be
completed, after their initially planned completion dates.

. A business case was prepared for just over 70 per cent of ICT projects, but our
review of a sample revealed that only 38 per cent of these business cases
included the minimum required elements, such as financial analysis and
expected benefits.

. Very few agencies measure the effectiveness of their ICT projects. Of the 788
completed projects, a little over 10 per cent had undertaken some assessment of
their expected benefits.

Definitions
The Digital Dashboard — Phase 1 report used the following definitions:
. ICT—any technology that stores, retrieves, manipulates, transmits or receives

information electronically or in a digital form. ICT includes communication devices
or applications, computer hardware, software, network infrastructure, video
conferencing technology, telephones and mobile phones.
. ICT projects—any project or initiative where ICT investment is fundamental to
achieving the agreed objectives, benefits or outputs. ICT projects have a defined
start and end, and focus on delivering:
¢ management, information security or infrastructure improvements, e.g.
upgrades and asset replacement

e agovernment strategy or program where ICT is used in whole or in part to
effect change and/or deliver outputs and outcomes and/or realise benefits,
such as business change—not necessarily technological in nature, e.g.
business process improvement, community engagement, legislative policy.

Victorian Auditor-General’'s Report Digital Dashboard: Status Review of ICT Projects and Initiatives — Phase 2 1



Background

1.3

Monitoring ICT expenditure

Whereas ‘ICT project expenditure’ refers to all cost components associated with a
particular project, ‘ICT expenditure’ refers to an agency’s aggregated expenditure for
ICT, i.e. capital and operational including all ICT projects’ expenditure.

The report highlighted the need for agencies to be committed to and deliberate in
recording and maintaining information on ICT expenditure. Parliament and the
Victorian community rightly expect that the expenditure of public funds is being
appropriately accounted for.

In addition to the obvious transparency requirements of good government, effective
monitoring and recording of ICT project expenditure will assist Victorian public sector
agencies to understand the true business value of their ICT activities. It is not possible
for government to demonstrate the public value of ICT investments when it cannot
accurately report on the actual cost.

Cost elements

The Digital Dashboard — Phase 1 report also listed the following cost components that
should be considered by agencies when developing the business case and planning
the budget for ICT investments. These components should also be reliably tracked and
monitored throughout the project’s life:

. Hardware expenditure—expenditure on purchasing, leases, maintenance and
repair for all physical ICT equipment, such as servers, PCs, terminals, printers,
peripherals, printing equipment, networking and telecommunications equipment,
materials, accessories and disaster-recovery hardware.

. Software expenditure—expenditure on licences, as well as repair and
maintenance for external and standard software, systems software, and standard
office productivity applications.

. Services outsourced to external providers.

. External personnel expenditure—external personnel are staff who provide
services on a time and materials basis. These staff are generally contractors, but
may also be described as consultants.

. Internal personnel expenditure—for all internal Victorian public service staff
involved in ICT activities, including all wages and salaries, training, provisions for
staff entittements and staff on-costs.

. Carriage—the costs of providing digital or analogue electronic impulses, including
data, voice or video, over a distance.

. Other expenditure—expenditure on occupancy, facilities, utilities and other ICT
spend not captured in other cost element categories.

Digital Dashboard — Phase 2

This second phase of the audit examined in greater detail six of the projects reported
in Phase 1. Collectively, over $200 million was initially allocated for the six projects.

2 Digital Dashboard: Status Review of ICT Projects and Initiatives — Phase 2 Victorian Auditor-General’'s Report



Background

City West Water—Arrow Program

The Arrow Program involves a business-wide transformation to migrate most of City
West Water’s core business and operational systems to an integrated platform. The
implementation of an enterprise resource planning solution was originally intended to
comprise five key releases:

. financial systems

. asset management

. customer billing

. environmental services (including payroll and human resources functionalities)
. strategy and planning.

In line with the Department of Treasury & Finance’s 2009 Corporate planning and
performance reporting requirements: Government Business Enterprises, the Arrow
Program business case required the Treasurer’s approval, as its proposed capital
expenditure was greater than $50 million. The endorsement of the Minister for Water—
the portfolio minister for City West Water—was also obtained, as this was a
precondition of the Treasurer’s approval.

In May 2012, following work to develop the requirements for the program and a
cost-benefit assessment of the planned functionality, the last two releases relating to
environmental services and strategy and planning were removed from the scope of the
program.

Department of Justice & Regulation —Infringement Management
and Enforcement System Project

The scope of the project was for a new Infringement and Enforcement Management
System to replace the legacy system. In 2007, the Victorian Government engaged a
contractor to build the new ICT system by October 2009. In early 2015, following
significant delays, the parties reached a legal settlement and the project was
terminated. At the time of the audit, the Department of Justice & Regulation was
looking into procuring a new solution.

University of Melbourne—ISIS Student Management System
Project

The University of Melbourne’s (UoM) student management system, ISIS, went live in
2010 as part of a significant university-wide reform agenda. ISIS is a core business
system that supports UoM’s teaching and research-training mission. It has a significant
and highly visible impact on administrative and academic staff, as well as students.
ISIS covers major business processes of the student life cycle such as:

. admissions and enrolments

. fees and payments

3 results and academic progression

. compliance and government reporting.

Victorian Auditor-General’'s Report Digital Dashboard: Status Review of ICT Projects and Initiatives — Phase 2 3



Background

4

1.4

Victorian Commission for Gambling and Liquor Regulation —
Liquor and Gambling Information System Project

The scope of the Liquor and Gambling Information System Project is for a solution to
support the Victorian Commission for Gambling and Liquor Regulation’s (VCGLR)
operations and to securely capture, link, store and manage data in one place. A
predecessor project commenced by the former Responsible Alcohol Victoria (RAV) in
2009 was impacted by the amalgamation of RAV and the Victorian Commission for
Gambling Regulation, forming VCGLR in 2012. The project was reinitiated to provide a
solution that would support both alcohol and gaming operations. The project is in
progress.

WorkSafe Victoria—Electronic Document and Records
Management System Project

The scope of the project is an Electronic Document and Records Management System
for the storage of documents associated with WorkSafe Victoria claims, to replace the
existing paper-based system. Scanned and digitised emails, faxes and paper
documents are to be stored in a new electronic document management repository. The
implementation of a revised project scope was completed in December 2015.

Yarra Valley Water —Improving Infrastructure Management
System Program

Yarra Valley Water’s Improving Infrastructure Management System Program included a
number of component projects intended to improve infrastructure management
systems and address issues with unsupported and ageing infrastructure applications.
The implementation of a new asset management system was the final major
component of the program and it went live in November 2014.

High failure rate of ICT projects

The increasing reliance on ICT to manage information and deliver services has led to
the implementation of a large number of ICT projects in both government and private
organisations across Australia and overseas. Many of these projects have attracted
significant attention due to their failure to deliver systems as intended and also
because of extensive cost and time overruns.

The Digital Dashboard — Phase 1 report found that nearly 35 per cent of Victorian
Government ICT projects went over budget, while some 50 per cent were completed
after their initially planned completion dates.

A review of available literature for ICT projects outside Australia suggests similar high
failure rates. United States figures for 2015 indicate that 19 per cent of private
companies’ and government agencies’ ICT projects were cancelled prior to completion
or were delivered but never used, while 52 per cent were delivered over time, over
budget and/or with less functionality than was required.

Digital Dashboard: Status Review of ICT Projects and Initiatives — Phase 2 Victorian Auditor-General’'s Report



Background

A review of this literature likewise shows that both private and government
organisations have found—and continue to find—it challenging to effectively plan and
successfully deliver ICT projects.

1.5 Audit objectives and scope

The objective of the audit is to examine whether Victorian public sector agencies and
entities are appropriately planning, managing and implementing selected ICT projects
in terms of cost, time, benefits realisation and governance.

1.6 Audit method and cost

This audit involves two phases. This report covers the results of Phase 2. At the
discretion of the Auditor-General, subsequent reports may also be prepared.

The audit was conducted in accordance with section 15 of the Audit Act 1994 and
Australian Auditing and Assurance Standards. Pursuant to section 20(3) of the Audit
Act 1994, any persons named in this report are not the subject of adverse comment or
opinion.

The cost of the audit was $480 000.

1.7  Structure of the report

The report is structured as follows:
. Part 2 discusses agency performance in terms of cost and time.
. Part 3 discusses governance and benefits realisation.

3 Part 4 discusses lessons learned and better practice elements.

Victorian Auditor-General’'s Report Digital Dashboard: Status Review of ICT Projects and Initiatives — Phase 2 5






2 Project cost and time

At a glance

Background

VAGO’s 2015 audit Digital Dashboard: Status Review of ICT Projects and Initiatives —
Phase 1 found that nearly 35 per cent of Victorian Government information and
communications technology (ICT) projects went over budget, while some 50 per cent
were completed after their initially planned completion dates.

Conclusion

ICT projects continue to show poor planning and implementation, with cost and
scheduling overruns a common occurrence. Nevertheless, some elements of better
practice were identified in ICT project planning and implementation at the University of
Melbourne and Yarra Valley Water.

Findings

. None of the six ICT projects included in this audit were or will be completed as
initially budgeted.

3 Only one of the ICT projects included in this audit was or will be delivered on
time.

Recommendations

That agencies and entities:

. consider total project cost—from inception to completion through to evaluation of
benefits realisation

. ensure project status reporting is regular, reliable and easy to follow, making
agency decision-makers aware of total project cost to date against planned
milestones and forecast cost to completion.

Victorian Auditor-General’'s Report Digital Dashboard: Status Review of ICT Projects and Initiatives — Phase 2 7



Project cost and time

2.1 Introduction

VAGO'’s 2015 audit Digital Dashboard: Status Review of ICT Projects and Initiatives —
Phase 1 reported on the status of 1 249 information and communications technology
(ICT) projects across the Victorian public sector.

The audit found that nearly 35 per cent of reported projects went over budget, while
some 50 per cent were either completed after their due date or are expected to be
completed after their initially planned completion dates.

2.2 (Conclusion

ICT projects in the Victorian Government should be more effectively planned and
managed to avoid cost and schedule overruns.

While one of the six projects examined finished on schedule, none were completed or
will be completed as initially budgeted. One project was terminated prior to system
delivery, six years after planned completion date and costing over twice the intended
budget. Most of the six projects examined in this audit faced significant challenges at
various points during implementation.

Nevertheless, the audit saw some elements of better practice at the University of
Melbourne (UoM) and Yarra Valley Water (YVW) which contributed to the completion of
their respective ICT-enabled projects.

2.3 Actual versus planned cost

None of the ICT projects included in this audit was completed or will be completed as
initially budgeted.

In the case of WorkSafe Victoria, the expected final cost of $25.5 miillion is less than
the initial planned cost of $33.6 million. This, however, followed a
WorkSafe-commissioned review that resulted in the de-scoping and subsequent
removal of some functionality from the original project scope.

Figure 2A
Actual versus planned cost of selected ICT projects

Initially Expected

Project planned cost Actual cost final cost

Project status ($ million) ($ million)  ($ million)

City West Water—Arrow Program In progress 106 63.2 122
as at Dec 2015

Department of Justice & Regulation  Terminated 24.9 59.9 Terminated

—Infringement Management and
Enforcement System Project®

University of Melbourne—ISIS Completed 23 30 Completed
Student Management System
Project(b)

8 Digital Dashboard: Status Review of ICT Projects and Initiatives — Phase 2 Victorian Auditor-General’'s Report



Project cost and time

Figure 2A
Actual versus planned cost of selected ICT projects — continued
Initially Expected

Project planned cost Actual cost final cost
Project status ($ million) ($ million)  ($ million)
Victorian Commission for Gambling In progress 141 11.61 141
and Liquor Regulation—Liquor and as at Nov 2015 De-scoped
Gamblin}g Information System
Project
WorkSafe—Electronic Document Completed 33.6 25.4 Completed,
and Records Management System de-scoped
Project(”
Yarra Valley Water—Improving Completed 17 26 Completed
Infrastructure Management System
Program(d

(a) The Department of Justice & Regulation advised that the $59.9 million actual cost is comprised of
$35.8 million in project costs and $24 million in vendor costs.

(b) Since 2011, additional funding of up to $7.65 million has been spent to address post-implementation
issues, enhance user experience and enable further business change.

(c) These projects have been de-scoped and will not deliver all initially intended functionality.

(d) The original June 2011 budget estimate was $17 million. Following the procurement process, it was
determined that Yarra Valley Water had underestimated the cost, and board approval was obtained for
$23 million for the project.

Source: Victorian Auditor-General’s Office.

2.3.1 Findings on cost by agency

City West Water— Arrow Program

While still within budget, City West Water’'s (CWW) project is a long way from
completion. The project has been staged by three releases:

. release one—financials

. release two—asset management

. release three—customer billing.

To date, CWW has completed release one, which was delivered on budget. At the time
of the audit, however, release two was proving more difficult to complete.

Following the design phase, release two was found to require a far costlier and higher
level of system customisation than assumed in the business case. At the time of the
audit, CWW was working with the vendor and systems integrator to simplify the system
design based on the latest version of the vendor’s product as well as an alternative
product that was not available during the planning phase.

Release three has not yet commenced. CWW'’s review of the planned cost and time for
this phase of the program indicates a likely cost increase of $6.5 million. CWW advised
that this is based on its experience of the program to date, as well as that of another
water corporation who recently implemented a new customer billing system.

The expected final cost for the program is $122 million, which is $16 million or
15 per cent over the $106 million initial cost. CWW maintains that the expected additional
cost requirement can be funded from the program’s 15 per cent contingency budget.

Victorian Auditor-General’'s Report Digital Dashboard: Status Review of ICT Projects and Initiatives — Phase 2 9



Project cost and time

Department of Justice & Regulation —Infringement Management
and Enforcement System Project

To address inadequacies in its existing infringement management and enforcement
system, the Department of Justice & Regulation (DJR) entered into a contract with a
vendor in 2007 to build a new Infringement Management and Enforcement System
(IMES). The project was initially budgeted at $24.9 million, with delivery of the new
system due by October 2009.

DJR documentation shows that the $24.9 million budget refers to the fixed contract
cost payable to the vendor. Other costs relative to project delivery, such as staff cost,
training and consultants’ fees, were not considered in the planning phase and do not
form part of the reported initial project budget. In future, DJR should consider total
project cost—from inception to completion through to evaluation of benefits
realisation— when determining the project budget.

Following significant project delays and ongoing performance issues with the
contractor, the government terminated the project in March 2015.

The $59.9 million actual project cost at termination was over twice the planned cost.

The delays and ultimate cancellation of the project mean that DJR has no choice but to
use a dated legacy system. Moreover, proposed legislative reforms that are dependent
on DJR’s delivery and deployment of the new system have been postponed. The
implications of these two issues are outlined below.

Continued reliance on a legacy system

DJR continues to rely on a legacy system, which, as early as 2006, was found by DJR
to be incapable of meeting user requirements due to its limited reporting functionality
and its inability to implement service change management and productivity
improvements.

According to the 2006 IMES business case, ‘extensive changes are required to
effectively comply with the business processes specified in more than 50 pieces of
legislation’.

The cost of keeping the existing system up to date is significant. A 2014
DJR-commissioned review further found that the legacy system infrastructure is aged
and showing signs of declining performance and occasional failure.

DJR documentation reveals that business continuity and disaster recovery
arrangements to support the legacy system are inadequate, such that in the event of a
maijor failure of core infrastructure, it is unlikely that the legacy system could be
recovered within an appropriate time frame. DJR documentation likewise reveals that
its legacy system has significant security vulnerabilities and should be more
appropriately managed.

10 Digital Dashboard: Status Review of ICT Projects and Initiatives — Phase 2  Victorian Auditor-General’s Report



Project cost and time

Delay in the commencement of the Fines Reform Act 2014

The Fines Reform Act 2014 introduced changes to the collection and enforcement of
fines in Victoria. The new IMES was intended to support amendments introduced by
the Act to enhance debt collection. For example, by enabling outstanding fines and
court orders to be bundled as one debtor account, instead of requiring the enforcement
of each warrant separately where an individual has multiple warrants.

The Act was scheduled to take effect on 1 July 2016. This was premised on DJR’s
delivery and deployment of the new IMES prior to this time. As a result of the problems
with the IMES build, commencement of the Act has been delayed to a future date.

University of Melbourne—ISIS Student Management System
Project

UoM planned to implement its student management system, ISIS, in 2008 at a cost of
$23 million. UoM advised that in order to tightly manage costs, it chose not to allocate
a contingency for the project. Following a two-year delay, the total cost of
implementation in 2010 was $30 million. A significant portion of the $7 million in
increased costs reflects extended project team costs as well as additional expenses for
remedial work on the legacy system.

UoM documentation acknowledges that, while the system worked when installed in
2011, there were issues with its usability. According to the UoM-commissioned
post-implementation review, ‘in the post go live period, there has been a rocky period
of stabilisation activity. The system hasn’t fallen over, but there has [sic] been
significant reinforcements needed in the form of additional labour, some reversion to
manual practices, gaps in management information/reporting and large draw-downs on
goodwill across the University of Melbourne (UoM) community.’

Since 2011, UoM has undertaken further project work to address deficiencies, to
achieve the expected benefits from ISIS, to enhance user experience and to enable
further business change. This further project work has cost $7.65 million (as at
September 2015) in addition to the $30 million.
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ISIS Student Management System Project. Image authorised by the University of Melbourne.
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Project cost and time

Victorian Commission for Gambling and Liquor Regulation —
Liquor and Gambling Information System Project
The Liquor and Gambling Information System (LaGIS) project is still in progress.

The Victorian Commission for Gambling and Liquor Regulation (VCGLR) entered into
a contract with the vendor in July 2013 for the delivery of the LaGIS system in

June 2014. Following significant delays in project implementation, VCGLR entered into
a second revised deed with the vendor in July 2015, which saw the scope of the
project significantly reduced and a revised delivery date of October 2015. VCGLR
advised that this milestone has not been met and that the new expected date of
implementation is April 2016.

VCGLR estimates that its initially approved project budget of $14.1 million will be
exhausted by April 2016 and that additional funds will be required if the project
continues beyond this date.

WorkSafe Victoria—Electronic Document and Records
Management System Project

The WorkSafe Victoria Electronic Document and Records Management System
(EDRMS) Project was approved in 2012 with a budget of $33.6 million spanning five
phases.

Phase one costs increased beyond initial estimates, as the underlying information
technology (IT) infrastructure (server platforms, databases, etc.) required major
upgrades. Associated delays and cost overruns prompted WorkSafe Victoria to
commission an independent review of the project in 2014.

The review found that simplifying the design and development of the system would
reduce costs by removing the need to deliver complex workflows. Consequently, some
functionality was removed from the initial project scope, e.g. automated account entry.
The project budget was correspondingly reduced to $25.4 million. At project completion
in December 2015, actual project cost was $25.4 million.

WorkSafe Victoria advised that it found the review process useful and, for future
projects, will continually assess options for improved functionality.

Yarra Valley Water —Improving Infrastructure Management
System Program

The original budget estimate for the YVW Improving Infrastructure Management
System (12MS) program was $17 million. The managing director advised the board of
this initial estimate on 23 June 2011. The board noted the estimated costs, but no
approval was sought or given.

The program included a number of component projects. A replacement asset
management system (AMS) was the largest and final component of the program,
originally estimated to cost $6.8 million.
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Following the procurement process for the AMS project, YVW determined that it had
underestimated the costs of the AMS component of the program. YVW remained
committed to completing the project, as the business case continued to support the
intended benefits of the overall I2MS program.

Consequently, board approval was obtained for $23 million for the project in 2012. An
additional amount of $3.07 million was approved by the board in 2014.

Accordingly, the actual project cost of the whole 12MS Program at completion was
$26 million, 53 per cent more than the initial 2011 estimated cost, and 12 per cent
more than the revised 2012 budget.

2.3.2 Transparency of ICT expenditure

The method and process by which agencies monitor and report on project costs should
be improved for greater transparency and reliability.

While agencies periodically provide project cost reports to their steering committees
and boards/senior management, the audit team found that these are often confusing
and difficult to track against baseline milestones. Costs are usually indicated for a
period of time or a particular project component, without giving a full account of the
total running cost for the whole project.

More comprehensive reporting on costs would assist agency decision-makers to better
appreciate the full extent of project expenditure and, as a result, to better assess the
actual business value of the ICT investment.

Tracking full project costs

This audit confirms findings from Digital Dashboard: Status Review of ICT Projects and
Initiatives — Phase 1 that agencies are not tracking complete project costs and that
there is no consistent method of capturing actual total costs.

For the six projects examined in this audit, the agencies’ default position has been to
monitor only those costs which are directly attributable to the project, while other costs
incurred across the various business units are not captured.

This practice appears to relate directly to the way the business case was prepared—
i.e. agencies only monitor the planned costs that are itemised in the business case.
For example, vendor, hardware and project delivery costs, when indicated in the
business case budget, are monitored through the life of the project. However, staff
costs outside the project team, training, consultancy and other costs incurred in project
implementation are not necessarily tracked if these have not been specified in the
business case budget.

To determine the true value of government investment in ICT projects, agencies need
to carefully plan beyond the obvious vendor and project team costs. They should
consider all project costs—from planning through to evaluation and reporting of project
benefits, including internal staff costs, training and other costs associated with
preparing the business for the transformational effect of the project.
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As an example, post project termination, DJR estimated the total project cost, including
in-house staff costs. While this attempt to quantify actual staff cost at project
termination is laudable, systematically tracking it during the life of the project—
including when planning the initial budget—is preferable. DJR advised that new
methodologies in place across the department should be able to fully account for
actual project costs.

Contingency funding

Contingency funding should generally cater for unexpected future events that may
impact on the cost of the project. The 2013 report Own motion investigation into
ICT-enabled projects, by the Victorian Ombudsman in consultation with the Victorian
Auditor General’s Office, identified issues in the use of contingency funding, with
agencies treating contingency funds as approved funding to be spent freely.

This audit found inconsistency in the use of contingency funding across the audited
agencies. We noted discrepancies in the extent of contingency funding allocated,
ranging from zero to 30 per cent of project costs. Moreover, while some project
budgets included contingency funding as a line item, some considered it as an add-on
to the approved budget.

2.4 Actual versus planned time

Of the projects examined in this audit, only YVW'’s I2MS Program was completed as
initially scheduled. The remaining five projects have faced significant challenges at
various points during implementation.

Figure 2B
Actual versus planned time of selected ICT projects

Actual or

Planned expected
Project Project status completion date  completion date
City West Water—Arrow Program In progress March 2016 Oct 2019
Department of Justice & Regulation— Terminated August 2009 March 2015
Infringement Management and (termination date)
Enforcement System Project
University of Melbourne—ISIS Student Completed June 2008 June 2010
Management System Project
Victorian Commission for Gambling and In progress June 2014 April 2016
Liquor Regulation—Liquor and Gambling (de-scoped)
Information System Project
Worksafe—Electronic Document and Completed June 2015 December 2015
Records Management System Project (de-scoped)
Yarra Valley Water—Improving Completed November 2014 November 2014
Infrastructure Management System
Program

Source: Victorian Auditor-General’s Office.
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2.4.1 Findings on time by agency
City West Water— Arrow Program

CWW delivered release one (financials) on time. However, it has since experienced
problems with the design and build of release two (asset management)—the
scheduled implementation date for this release was March 2014, but the design phase
was only completed in October 2015. After delays in simplifying the design, the build
phase for this release is progressing.

While work on release three (customer billing) is yet to commence, its estimated
implementation time line has been extended from 12 to 36 months. Following problems
encountered with release two, the Minister for Water requested CWW to prepare a
revised business case for approval before progressing with release three.

The business case for the Arrow Program required the Treasurer’s approval, as the
proposed capital expenditure was greater than $50 million. This was consistent with
the Department of Treasury & Finance’s 2009 publication Corporate planning and
performance reporting requirements — Government Business Enterprises.

8 st |

Photograph of the financial component of the Arrow Program, courtesy of City Wes ater.

Department of Justice & Regulation —Infringement Management
and Enforcement System Project

DJR documentation shows that shortly after the execution of the contract in 2007, the
vendor advised DJR that it needed more time to clarify the requirements for the IMES
build and that this would delay the project. It also advised that the task of clarifying
business requirements was beyond the scope of the original cost. The vendor claimed
nearly $60 million for work done.

As indicated in Figure 2C, DJR and the vendor agreed to a number of contract
variations prior to the termination of the project in March 2015. However, DJR
documentation indicates that the vendor was unable to meet the revised and agreed
time lines.
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The decision to terminate the project was made nearly six years after its initial planned
completion date of August 2009. As indicated in Section 2.3.1, the final actual project
cost was reported by DJR at $59.9 million, comprising $35.8 million in project delivery
costs and $24 million in vendor costs.

Figure 2C
Time line of contract variations for
the Department of Justice & Regulation’s IMES Project

Date of variation = Description of events

Original contract This agreement required the vendor to clarify and document detailed

—July 2007 requirements for the IMES build. Scheduled system deployment was
set for August 2009.

Amending Early in 2008, the vendor advised DJR that it needed more time to

Agreement 1 clarify the requirements for the IMES build and that completing this

—June 2009 would delay the project.

The vendor also advised that clarifying the requirements was
beyond the initial scope and would attract additional costs. By

June 2009, the vendor was claiming nearly $60 million for work done
that was out of scope.

Following negotiations, Amending Agreement 1 was signed,
requiring the vendor to deploy the system by September 2010 and
authorising additional payment to the vendor of $19.7 million for
additional work.

Amending The vendor failed to build and deploy the IMES in September 2010,
Agreement 2 as agreed in Amending Agreement 1.
—June 2012 DJR received legal advice that despite the vendor’s failure to deliver

the system build, it was unable to terminate the contract without
affecting the vendor’s existing obligations to manage the legacy
system.

On 29 June 2012, Amending Agreement 2 was signed, extending
deployment to August 2013 and authorising additional payment to
the vendor of $6.4 million for additional system functionality. This
brought total contract cost to $52 million.

In February 2013, the vendor advised DJR that it expected further
delays in the delivery of the system and anticipated a revised
deployment date of November 2013.

With the vendor failing to deliver system build and deployment time
after time, DJR commissioned an independent auditor in
September 2014 to determine whether the vendor had the capability
to complete the project.

The external auditor reported that, by the second quarter of 2014,
the vendor had significantly reduced its project team and was no
longer planning to do further work on the system build.

According to DJR documentation, the vendor decided that it was not
in its financial interest to complete the project.

Given this, DJR had little choice but to recommend the cancellation

of the project. A legal settlement between the parties was reached in
March 2015.

Deed of Government approved the termination of the IMES build project.
Settlement
—13 March 2015

Note: DJR advised that final actual cost for the project was $59.9 million, comprising of
$35.8 million for project delivery costs and $24 million in vendor cost.

Source: Victorian Auditor-General’s Office.
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University of Melbourne—ISIS Student Management System
Project

In November 2006, UoM signed a contract with the vendor to implement its student
management system. The initial go-live date was June 2008.

Documentation provided by UoM indicates that it experienced performance issues with
the vendor throughout the project, mainly around software quality and failure to deliver
as scheduled. According to UoM documentation, the project go-live was first delayed
from June to September 2008, but the continued inability of the vendor to deliver the
required software quality left UoM little choice but to call off the September go-live.

Given the serious threat of project failure, the project director and senior responsible
owner, together with other key UoM officers, met with the vendor’s chief executive
officer to discuss the issues. UoM also engaged an external project auditor, legal
advisor and due diligence consultant to assess its position and consider its options.

A deed of variation was executed in June 2008 which agreed on a go-live date of
June 2010, a greater level of engagement from the vendor, an implementation plan to
be developed and agreed within 14 days, and an arrangement to second UoM staff to
work with the vendor over the next nine months.

With the project team’s consistent engagement with the vendor and monitoring of
project progress, ISIS went live in line with the revised schedule in June 2010. It was
not a smooth implementation, with some functionality only partially delivered and some
other functionality scheduled for implementation post-go-live. Nonetheless, the legacy
system was successfully decommissioned shortly after the project went live.

Since 2011, UoM has followed up with further project work to address deficiencies, to
achieve the expected benefits from ISIS, to enhance user experience and to enable
further business change.

Victorian Commission for Gambling and Liquor Regulation —
Liquor and Gambling Information System Project

The LaGIS Project has experienced significant delays and is now expected to be
completed two years after its initial planned implementation date of June 2014.

VCGLR documentation attributes the delay to the unrealistic schedule set out by the
vendor, which was developed without a full appreciation of the requirements of the
project, including the breadth of the required functionality and the volume and
complexity of data sources that needed to be migrated to the new system.

VCGLR'’s efforts to hold regular meetings with the vendor—including attendance by the
VCGLR chair—did not result in meeting project milestones. A deed of variation was
signed with the vendor in December 2014 to reflect the revised two-phase
implementation milestones in July and December 2015.

A month later, in January 2015, the vendor proposed further dividing phase one into
two releases, for July 2015 and January 2016. VCGLR agreed to this proposal, but no
date was agreed for phase two.
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Another deed of variation was executed in July 2015, limiting the project scope to the
first release of phase one—effectively 25 per cent of the original project scope—by
October 2015.

VCGLR has the option to proceed with additional releases of the system. VCGLR has
advised that this will allow it to investigate alternative solution providers for the
remaining functionality or to continue with the current vendor.

VCGLR documentation shows that it considered the vendor in material breach of the
contract when the vendor did not meet a major contractual milestone by October 2015.
Following discussions with the vendor, VCGLR has decided to continue with the
implementation of release one of phase one but it reserves its right to terminate the
contract at any time.

WorkSafe Victoria—Electronic Document and Records
Management System Project

The EDRMS Project has also experienced delays. The whole project, consisting of five
phases, was expected to be completed in June 2015, but a revised and de-scoped
phase one was subsequently completed in December 2015. Progress on the
remaining portions of the initially approved project scope will be subject to WorkSafe
Victoria preparing a new business case for approval by the board.

Yarra Valley Water —Improving Infrastructure Management
System Program

While the go-live date of the project's AMS component was delayed by two months,
YVW met the actual project end date and the overall project was delivered on time.
This is the only project examined in this audit that was delivered on schedule.

2.4.2 Transparency of information

All agencies provided progress reports to senior management or the board. However,
this information was not always presented with an identifiable baseline from which to
track performance against initially approved project milestones. As a result, cost and

schedule over-runs were not readily apparent.

In the WorkSafe Victoria and VCGLR projects, time lines were revised (‘re-baselined’)
on several occasions when initial deadlines were not met. Once time lines are
re-baselined, the project status turns from ‘delayed’ (red) to ‘on track’ (green). As new
time lines replace the previous ones, it becomes difficult to determine how the project
is performing against the initially approved time lines. This is particularly problematic
when there are changes in the board or committee membership.

When time lines or budgets are revised, agencies should ensure that information
provided to steering committees and/or the board clearly and transparently reflects all
progressive changes throughout the life of the project.
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2.5 Elements of better practice

Yarra Valley Water —Improving Infrastructure Management
System Program

In the case of YVW, factors contributing to the timely implementation of the project

included:

. clearly articulated business requirements

3 appointment of appropriately skilled resources in the project team and systems
integrator

. an effective data migration strategy, which regularly updated data from existing
systems, allowing early identification of errors and minimising delays prior to
go-live

. thorough testing of the AMS prior to go-live.

University of Melbourne—ISIS Student Management System
Project

UoM'’s ISIS project was delivered two years behind schedule, at $7 million or

30 per cent more than the initially approved budget. UoM documentation indicates that
the delay and cost overrun were due to issues with vendor delivery. UoM should be
commended for its consistent and tenacious monitoring of the vendor’s progress to
deliver the system, and its appointment of a skilled and tested project manager,
sponsor and team. The robust involvement of UoM senior management in managing
the relationship with the vendor also supported the eventual project implementation.

Recommendations

That agencies and entities:

1. consider the total project cost—from inception to completion through to
evaluation of benefits realisation

2. ensure project status reporting is regular, reliable and easy to follow, making
agency decision-makers aware of total project cost to date against planned
milestones and forecast cost to completion.
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realisation

At a glance

Background

Appropriate governance arrangements play an important role in the effective
implementation of ICT projects and their ability to deliver intended benefits.

Conclusion

By themselves, the defined governance arrangements in the six examined ICT projects
could not guarantee successful implementation. The involvement of senior
management in actively engaging with the vendor, particularly when there are vendor
performance concerns, is critical to project implementation.

Three of the projects examined have been completed. Two of these have
benefits-management plans and will be in a position to report on the realisation of
intended benefits at a later stage.

Findings

. All six agencies had defined and formalised governance arrangements in place
for their ICT projects. However, these arrangements did not prevent other project
management issues from adversely affecting the effective planning and
implementation of ICT projects.

3 Of the three completed projects, two have benefits-realisation plans in place
against which to measure project effectiveness at a later date. One did not have
a plan in place and will be unable to report on the achievement of intended
benefits.

Recommendations

That agencies and entities:

. ensure that appropriate governance arrangements are in place throughout the life
of their ICT projects

. focus on the realisation of expected benefits from project commencement.
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3.1 Introduction

Appropriate governance arrangements play an important role in the effective planning
and implementation of information and communications technology (ICT) projects.
They set the framework for transparent and confident decision-making, clarify roles
and responsibilities and assist in considering stakeholder interests.

Government investments in ICT projects are intended to realise identified benefits. It is
important to develop a benefits-realisation plan at project commencement to allow
project managers to track, evaluate and report on the delivery of identified benefits.
Parliament and the Victorian community require assurance that the investment of
public funds has resulted in public value.

3.2 (Conclusion

While clearly defined governance arrangements do not necessarily guarantee a
successful ICT project, agencies should work on developing a robust culture of active
governance at the senior management level. Moreover, technical ICT competence
needs to be enhanced so that agencies can have sufficient expertise to make
decisions and to effectively liaise with consultants and vendors.

Agencies need to better embed the process of identifying intended benefits and
reporting on ICT project achievements. Three of the projects examined have been
completed. Two of these have benefits-management plans in place and will be in a
position to report on benefits realisation at a later stage.

3.3 Governance arrangements

Appropriate governance arrangements throughout the life of an ICT project are

important for:

. enabling informed decision-making by the senior responsible owner and steering
committee which had oversight of the project

. developing and documenting the business requirements for the proposed ICT
system and understanding the current ICT infrastructure and its capability

. identifying, assessing, communicating, mitigating and addressing risks thoroughly
and prudently

. focusing on change management activities, including sufficient training and
communication, to prepare users for the change.

Active engagement by agencies’ senior management with the vendor, particularly
when there are vendor performance issues, is also critical to successful project
implementation.

All six agencies had defined and formalised governance arrangements in place for
their ICT projects.
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Figure 3A
Governance arrangements in place for selected ICT projects

Project Governance arrangements

City West Water e The program steering committee meets fortnightly and includes all
(CWW)—Arrow Program members of the CWW Executive Management Committee.

e The board receives management reports monthly, which are also
provided to representatives from the Department of Environment,
Land, Water & Planning and the Department of Treasury & Finance
(including a member of the High Value, High Risk team). The CWW
managing director and program director meet with representatives
of the departments on a quarterly basis.

e CWW appointed an independent advisor to provide the board with
regular independent assurance. The advisor reports directly to the
board and attends the monthly board meeting, as well as providing
monthly status reports to the board, an update on key quality
assurance findings and management actions in response.

e There is ongoing review of the governance arrangements—for
example, team responsibilities were changed during the course of
the project in order to streamline reporting and approval processes
and make processes more efficient.

Department of Justice & ¢ DJR’s IMES Project was overseen by a defined governance

Regulation (DJR)— structure during its nine-year project life, from 2006 to 2015,
Infringement including:

Management and e a 10-member steering committee responsible to the DJR
Enforcement System Secretary and chaired by the DJR Deputy Secretary for

(IMES) Project Corporate Governance and Infrastructure. (The steering

committee was chaired by the DJR Secretary from the
beginning of the project in 2006 until the end of procurement in
2007, at which point the chair passed to the Deputy Secretary.)

e an 11-member program control group chaired by DJR’s Director
of Infringement Management and Enforcement Services and
comprised of senior officers of DJR and the vendor, including
the vendor’s chief executive officer.

e weekly coordination meetings and weekly project status

reporting.
University of Melbourne ¢ ADue Diligence Group was created within the UoM Council to
(UoM)—ISIS Student provide additional scrutiny on the council’s oversight of ICT
Management System projects. A risk and governance consultant is engaged by the Due
Project Diligence Group for independent advice on ICT project issues.

e The governance framework for UoM’s student management
system is clearly documented, involves all key stakeholders, has
senior executive representation and responsibility, and was
designed to operate within the existing governance structure.

e The senior responsible owner for the project was UoM’s senior vice
principal.

e The project was managed and supervised on a day-to-day basis by
a project director and project manager. The project director focused
on stakeholder management across UoM as well as the vendor,
while the project manager supervised the technical side of the
project. Both were selected and hired following their successful
delivery of a student management system in another major
Victorian university.
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Figure 3A

Governance arrangements in place for selected ICT projects — continued

Project Governance arrangements

WorkSafe Victoria—
Electronic Document and
Records Management
System Project

Yarra Valley Water
(YVW )—Improving
Infrastructure
Management System
Program

Victorian Commission for
Gambling and Liquor
Regulation (VCGLR)—
Liquor and Gambling
Information System
Project

The Student Systems Steering Group (SSSG) had specific
responsibility to implement the student management system on the
approval of the UoM Council. The SSSG was an ad hoc group of
members from the University Enterprise Systems Coordination
Group, which was itself a subcommittee of the Infrastructure
Committee of the University Planning and Budget Committee. The
SSSG comprised of the senior vice principal, the vice principal and
academic registrar, the vice principal (Information) and vice
president (Academic Board). The project director was an ex officio
member.

The Student System Due Diligence Group (DDG) was set up by
the UoM Council, to provide additional scrutiny of ISIS on behalf of
the council, separate from the normal reporting lines through
management committees. The DDG comprised the chancellor, vice
chancellor and six other council members. The DDG regularly
received independent advice from a due diligence consultant and a
risk adviser, both of whom were external to UoM.

WorkSafe Victoria established several governance forums to
oversee the project’s execution, including steering committee
meetings, a project control board, weekly project team meetings
and monthly risk review meetings.

In addition, the roles and responsibilities of all governance forums
were formally defined within a project management plan and
respective charters.

A regular status report and project schedule presented the status
and progress of the project phases/milestones to the steering
committee.

The program director reported to the chief information officer (ClO),
who is responsible for vendor management and IT governance.

The steering committee included the managing director, the CIO
and key general managers accountable for water and sewage
service delivery.

The steering committee reported on key milestones,
dependencies, risks and issues. A program status report provided
information on the component projects and their status.

As the team prepared for go-live, a Readiness Steering Committee
ran on alternate fortnights to the steering committee.

The program also engaged a dedicated change management staff
member from YVW'’s human resources division.

YVW recognised the importance of the project team of the vendor
and systems integrator. During the procurement phase, YVW
interviewed key personnel to assess their suitability and included
those resources in the contract.

A review committee was put in place to manage any post-go-live
activities.

VCGLR has a defined governance arrangement for its project.
Particular historical arrangements at the VCGLR merit separate
discussion in the following section.

Source: Victorian Auditor-General’s Office.
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Victorian Commission for Gambling and Liquor Regulation —
Liquor and Gambling Information System Project

At VCGLR, the governance arrangements initially caused confusion about who was
responsible for enforcing vendor performance.

VCGLR commenced operations as an independent statutory authority that regulates
Victoria’s gambling and liquor industries in February 2012. Previously, liquor and
gambling were administered and regulated by two independent bodies—the Director of
Liquor Licensing and Responsible Alcohol Victoria (RAV) and the Victorian
Commission for Gambling Regulation. This amalgamation led to complex governance
arrangements for the Liquor and Gambling Information System (LaGIS) Project.

The original project commenced under RAV and comprised a suite of integrated
systems, which was to be called Victoria’s Alcohol Regulation Information System or
VARIS. A business case was approved by the project steering committee in 2009.
Following the amalgamation, VARIS was reinitiated as LaGIS and scoped to provide
VCGLR with an IT solution that would support the management of the consolidated
alcohol and gaming licensing, compliance and secretariat operations.

As a result of the historical arrangements, VCGLR is the project owner but DJR is
responsible for the administration and management of the project through its Major
Procurement Program Office. Funding for the project sits with DJR, although some
funds were vested to VCGLR for payments to the vendor.

The costs associated with the build and implementation come from the VCGLR budget
(as project owner), however, funds are vested to them by DJR in line with periodic
payments to the vendor and external consultants that are due.

As a result of this arrangement, costs are not fully transparent to VCGLR, despite it
being accountable for the project. Moreover, the responsibility and accountability was
diffused across two governance bodies—the project control group and the project
steering committee. There was no clarity on the roles and responsibilities, which
resulted in some confusion about who was responsible for managing vendor
performance.

VCGLR has since addressed this issue, clarifying roles and responsibilities. In addition
to the project governance framework, monthly meetings are held between the VCGLR
chief executive officer, the project director and the vendor’s managing director to
monitor the overall status of the contract.

3.3.1 Requisite ICT and technical skill set

Agencies must have the technical skill set to effectively plan and implement the
project. A lack of ICT and commercial acumen often contribute to poor ICT outcomes.
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3.3.2

Department of Justice & Regulation —Infringement Management
and Enforcement System Project

DJR acknowledges that it was far from being an informed buyer and that it relied on
external legal advice to outsource the risks associated with the bespoke IMES ICT
build by:

3 tightly binding the purchase with a service contract, which prevented DJR from
having any direct relationship with any technical provider engaged by the service
provider

. having a fixed-price contract

3 assigning responsibility for the development of the system business requirements
to the vendor.

DJR did not engage appropriately skilled technical people who could have guided it
through the challenges of procuring a bespoke ICT system. DJR had inadequate
technical resources or ICT capability to plan and implement this project. DJR
documentation acknowledges that the staff involved in the procurement of the system
build focused on achieving ‘best pricing’ and meeting procurement obligations and the
related legal considerations. The technical ICT components required for appropriate
planning did not receive sufficient attention from DJR.

DJR documentation acknowledges that the steering committee likewise lacked
independent ICT advice, relying solely on that provided by the project management
team. DJR says it was ‘probable’ that the steering committee lacked suitably skilled
and experienced staff for the type of project being embarked upon.

Advice provided to senior management

Key decision-makers require access to independent specialist advice and guidance in
order to make informed decisions.

Although governance arrangements at all six agencies were supported by project
status reporting, issues with the quality and transparency of information and advice
provided to senior management or the board were identified.

As indicated in Section 2.4.3, cost and time line revisions (or re-baselining) throughout
the life of the project should be clearly indicated in status reports provided to senior
management or steering committees, to give them a clear picture of how the project is
tracking against initially approved budgets and time lines.

Department of Justice & Regulation —Infringement Management
and Enforcement System Project

In the case of DJR, business case documentation provided to the steering committee
did not include sufficient content to properly inform decision-making. This means that
the steering committee considered and recommended for approval a business case
that did not clearly articulate the specifics of the IMES that it was planning for.
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The business case was written by DJR’s Major Projects division with minimal
consultation with the Infringement Management and Enforcement Services division. As
a result, it did not articulate the specific IT requirements for the development of the
IMES.

Instead of clearly assessing and articulating the IMES requirements to address the
identified business need, the business case was prepared primarily for procedural
purposes, i.e. to facilitate approval.

DJR documentation also reveals that a critical issue relating to the two tender bids
received was not brought to the attention of the steering committee. The chosen
vendor’s bid was significantly lower than the other tenderer, and the project team
recommended its acceptance without advising the steering committee that no analysis
was undertaken to determine whether such a low bid price was reasonable for the
proposed ICT system build.

The 2007 agreement required the vendor to specify and document detailed

requirements for the IMES build. When seeking approval for the contract, DJR did not

advise the steering committee on the risks that came with this arrangement, including:

. not really knowing what the resulting system would be like and that it may result
in the development of a system that would not meet DJR’s requirements

3 increased costs as a result of giving the contractor the liberty to specify system
functionality.

DJR acknowledges that the steering committee did not receive independent ICT
advice and relied solely on information provided by the project management team.

3.3.3 Business requirements

It is essential for agencies to accurately identify business requirements prior to system
development. In its technical guidance Developing ICT Investments, the Department of
Treasury & Finance (DTF) advises agencies to commission an independent check of
the specification and requirements, to make sure the solution is both affordable and
technically feasible. However, we found deficiencies in this area at several agencies.

City West Water— Arrow Program

CWW undertook an ‘enterprise design’ phase from September 2011 to April 2012 in
order to develop the requirements and high-level business process design for the
Arrow Program, at a cost of $13 million.

In 2014, CWW engaged a systems integrator to develop release two (asset
management), based on two modules procured from the vendor. During this phase it
was acknowledged that the design was too complex and could not be implemented
within the planned budget. Following completion of release one, a number of issues
were identified that required it to be redesigned in order to integrate with release two.

CWW has worked with both the vendor and the systems integrator to simplify the
design of release two to meet its requirements and deliver business benefits, within the
remaining approved budget.
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3.3.4

Despite CWW'’s significant multimillion-dollar investment in planning, it failed to identify
the complexity involved in implementing the procured solution.

Department of Justice & Regulation —Infringement Management
and Enforcement System Project
DJR acknowledges that it was ‘out of its depth’ when planning for the IMES build.

As discussed in Section 3.3.2, although DJR engaged commercial and legal experts
during the procurement process for IMES, it did not engage appropriately skilled ICT
people to detail the system requirements for the ICT build. This critical planning
component was, in fact, passed on to the vendor by DJR.

WorkSafe Victoria—Electronic Document and Records
Management System Project

Although WorkSafe Victoria documented its business requirements, an external review
of the Electronic Document and Records Management System (EDRMS) in 2014
found that it was possible to simplify business processes, thereby significantly reducing
the original requirements while delivering the majority of the business benefits. This
review recommended re-scoping the project to simplify workflows and reduce costs.

While WorkSafe Victoria identified and addressed project dependencies during the
planning phase, this was eventually found insufficient to mitigate the IT infrastructure
problems that presented during project implementation in 2013. This significantly
impacted project time lines, as the required infrastructure changes were made prior to
continuing with project implementation.

In future, WorkSafe Victoria should ensure that its project dependency planning is
more comprehensive and involves more extensive testing.

Vendor capability

During procurement, agencies must be informed buyers and assess whether the
market is equipped to meet their specifications. Agencies require the skills to assess
the competence of vendors or contractors who may overstate their ability.

In two instances, agencies purchased commercial off-the-shelf solutions—i.e. a
product that doesn’t require custom development before installation—where the
vendors have not yet implemented the software in the form required. As such, these
were still undeveloped and untested products.
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Victorian Commission for Gambling and Liquor Regulation —
Liquor and Gambling Information System Project

During the tender evaluation for the LaGIS Project, DJR relied on references from the
vendor’s existing clients, even though these clients’ projects were only in the planning
phase. Further, neither of these existing clients required the software to be
implemented to the extent required by VCGLR—the existing clients only procured
component modules rather than the whole solution. As such, it was an unproven
product, but these issues were not identified during the tender evaluation.

University of Melbourne—ISIS Student Management System
Project

UoM'’s procurement process identified a limited choice of vendors that could provide a
system to satisfy its requirements. The successful vendor had implemented student
management systems at several other Australian universities, however, these were
significantly smaller and less complex implementations. UoM documentation shows
that it recognised the risk of vendor non-delivery, but determined that proceeding with
the vendor was the best available option.

While UoM acknowledged during planning that its implementation would be more
complex than those of the existing institutions, a post-implementation review
commissioned by UoM in March 2011 found that planning could have been improved.

The post-implementation review noted the following as key lessons that UoM should

consider for future similar projects:

. ‘Build into the evaluation and selection process that, when sourcing new software
that it is better to ‘do nothing’ than pick the best product of a bad lot if it won’t “cut
the mustard” [sic].’

. ‘Do full due diligence on the vendor, their software and its response time
performance with other customers.’

. ‘Ensure the vendor can operate as a tier 1 vendor [i.e. one of the largest and
most well-known in its field—often enjoying national or international recognition
and acceptance], and service tier 1 needs.’

UoM put its governance to good use by promptly escalating the issue to the UoM
Council and proactively engaging with the chief executive officer of the vendor to
rectify the problems. UoM also set stringent testing requirements prior to making a
decision to go live with the system.
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3.4

Benefits realisation

3.4.1

In order to understand the value of an ICT investment, intended benefits need to be
effectively identified, monitored and reported.

Benefits-realisation plan

A benefits-realisation plan should be prepared at project commencement to allow
project managers to track, evaluate and report on the delivery of identified benefits.
Figure 3B shows which projects are supported by a benefits-realisation plan and
project evaluation.

Figure 3B
Documented benefits-realisation plans for selected ICT projects
Benefits-

Project realisation plan Project evaluation
City West Water—Arrow Program Yes N/A—project in progress
Department of Justice & Regulation— Yes Project terminated (project
Infringement Management and closure report completed)
Enforcement System Project
University of Melbourne—ISIS Student  No Not undertaken
Management System Project
Victorian Commission for Gambling and  Yes N/A—project in progress
Liquor Regulation—Liquor and
Gambling Information System Project
WorkSafe Victoria—Electronic Yes Plan under review following
Document and Records Management de-scoping of the project
System Project
Yarra Valley Water—Improving Yes Underway
Infrastructure Management System
Program

Source: Victorian Auditor-General’s Office.

To date, only UoM, WorkSafe Victoria and YVW have completed their projects.

Of the audited projects, UoM is the only agency that did not document a
benefits-realisation plan as part of its project methodology. UoM advised that benefits
realisation was not a standard part of its project methodology when planning the
project in 2005 but that it is now a standard part of their planning activities.

There is anecdotal evidence that the functionality of UoM’s ISIS system and user
satisfaction have both improved. However, because there was no formal
benefits-realisation framework put in place, benefits have not been identified,
measured or monitored. Because UoM is unable to demonstrate realised benefits, it
cannot give assurance that the project was a sound investment.

WorkSafe Victoria does not intend to start analysing benefits realisation until it has
completed phase 2 of the EDRMS project.

YVW advised that it will start a formal benefits review in 2016.
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3.4.2 Delivery of planned project scope

During the course of a project, the originally planned project scope may be decreased
in order to meet budget or schedule deadlines. This can impact on the realisation of
intended benefits. Figure 3C shows whether each project’s intended scope has been
or will be delivered.

Figure 3C
Delivery of intended scope for selected ICT projects

Originally intended

scope was or will

Project Project status be delivered
City West Water—Arrow Program In progress v
Department of Justice & Regulation— Terminated/cancelled N/A—terminated

Infringement Management and Enforcement
System Project

University of Melbourne—ISIS Student Completed v
Management System Project

Victorian Commission for Gambling and In progress x
Liquor Regulation—Liquor and Gambling
Information System Project

WorkSafe Victoria—Electronic Document and Completed x
Records Management System Project

Yarra Valley Water—Improving Infrastructure =~ Completed Not clear
Management System Program

Source: Victorian Auditor-General’s Office.

At WorkSafe Victoria and VCGLR, the intended project scope was revised in order to
meet budget and/or delivery time lines.

University of Melbourne—ISIS Student Management System
Project

The ISIS system did not undergo formal de-scoping in the course of the project.
Although there was functionality that was not able to be delivered at go-live in 2010,
UoM has made significant effort to address this. At the time of the audit, enhancements
and improvement activities continued to be implemented and the previously intended
functionalities have been delivered.

Victorian Commission for Gambling and Liquor Regulation —
Liquor and Gambling Information System Project

Due to ongoing performance issues with the vendor, VCGLR has significantly
decreased the scope of the original project. It decided to continue with the
implementation of release one of phase one but reserves its right to terminate the
contract at any time. If successfully implemented, release one will deliver
approximately 25 per cent of the original scope. VCGLR is currently assessing its
options on how best to deliver the remaining project scope.
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WorkSafe Victoria—Electronic Document and Records
Management System Project

The original business case for WorkSafe Victoria’'s EDRMS Project was approved in
June 2012 and varied in May 2014. A key part of the original scope for phase one was
an automated accounts entry function, but it has not been delivered and this task is
now carried out manually.

Automated accounts entry was a core business benefit in the original business case, and
financial benefits attributable to this function were estimated at $5 million per year,
reducing over time. While non-financial benefits are expected to be realised, only a
modest financial benefit of $0.35 million per annum is expected under the revised scope.

Yarra Valley Water —Improving Infrastructure Management
System Program

YVW did not formally de-scope the I2MS Program. However, as YVW has not yet
conducted a post-implementation review to acquit the functionality delivered against
the originally intended requirements, it is unable to report the extent to which project
scope was delivered.

3.4.3 Post-implementation review conducted

The purpose of a post-implementation review (PIR) is to evaluate how successfully the
project objectives have been met and to identify lessons learned that will assist in
planning, managing and meeting the objectives of future projects. It is a critical part of
the project life cycle and should be conducted between one and six months after a
project has been completed.

YVW has not yet conducted a PIR of its project, despite it being one year since go-live.
YVW advised that a PIR has been planned for early 2016.

UoM conducted a PIR in March 2011. Relevant project stakeholders were consulted to
identify success points, challenges and lessons learned to assist similar future
projects.

At the time of the audit, a PIR was underway at WorkSafe Victoria.

Recommendations

That agencies and entities:
3. ensure that they have appropriate governance arrangements in place throughout
the life of their ICT projects

4. ensure there is sufficient focus on the realisation of expected benefits by:
®  preparing a documented benefits-management plan that is comprehensive,
measurable and regularly updated throughout the life of the project
®  conducting benefits and post-implementation reviews according to planned
time frames

®  incorporating learnings in corporate project planning frameworks and
processes and circulating them to key governance bodies.
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At a glance

Background

The purpose of this Part is to restate some practices that may assist in the delivery of
successful information and communications technology (ICT) projects by public sector
agencies and entities.

Conclusion

The challenges faced by agencies included in this audit are not unique. There is
opportunity to learn from the experience of other similarly situated agencies, as well as
better practice documentation, in an attempt to plan and implement effective ICT
projects.

Findings

. VAGQO'’s July 2008 better practice guide Investing Smarter in Public Sector ICT
continues to be sound and relevant for today’s purposes.
. Key lessons identified include:
o get the right people involved
¢ get the investment logic right—focus on benefits realisation
¢ be an informed buyer
o build early warning systems.

Recommendation

. That agencies and entities develop or revise guidance documentation in the
planning, management and delivery of their ICT-enabled projects, taking note of
VAGO'’s July 2008 better practice guide Investing Smarter in Public Sector ICT.
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4.1

Introduction

4.2

With government’s increasing reliance on information and communications technology
(ICT) to deliver services and manage information, it is of critical importance that ICT
projects are successfully implemented. But as previous VAGO audits have found,
Victorian agencies have found planning and implementing ICT projects particularly
complex and difficult, with many of these projects coming in well over budget and
being delivered much later than scheduled or, on occasion, being cancelled prior to
completion.

Public and private organisations within and outside Australia have, in the recent and
not so recent past, experienced similarly difficult projects that either failed or ran well
over time and budget while delivering little of the intended functionality.

The purpose of this Part is to restate some practices that may assist in the delivery of
successful ICT projects. It also includes lessons learned by the six audited agencies
during their ICT projects. We acknowledge their participation.

Conclusion

4.3

The challenges faced by agencies included in this audit are not unique. There is
opportunity to learn from the experience of other similarly situated agencies and better
practice documentation in an attempt to plan and implement effective ICT projects.

Investing Smarter in Public Sector ICT

In July 2008, VAGO published the better practice guide Investing Smarter in Public
Sector ICT. The principles and guidance set out in this publication continue to be
sound and relevant for today’s purposes.

Note, however, that the better practice guide refers to specific project management
tools that were prevalent at the time of publication. Agencies and entities will do well to
also consider more recent project methodologies that would best serve their purpose.

Agencies and entities should carefully study and consider Investing Smarter in Public
Sector ICT as they plan and implement their ICT projects. Summarised in this Part, the
key principles from the guide support the lessons learned by the six agencies included
in this audit.

Further to familiarising themselves with VAGQO’s better practice guide, agencies and
entities should also consult and engage more with their public sector peers in an effort
to share learnings and insights from their respective ICT projects. One such
opportunity is the Victorian Public Sector Commission’s ICT Governance Program,
where project sponsors, board/steering committee members and other business
executives discuss several modules on ICT governance. The Department of Premier &
Cabinet has advised that it is now responsible for this program.
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3 Decide to invest

¢ Allocate sufficient time and effort
in investment planning

e Get the investment
logic right

e Get the right people involved
e Allow for optimism bias

Use ‘reference class modelling’

Identify and refine options

Build a compelling business
case

Understand agency's capacity
for change

* Focus on benefits realisation

Figure 4A
ICT investment life cycle

1 Understand
and explore
Identify and

refine options

* Be an informed buyer

¢ Clearly describe what needs
to be procured

* Be aware of the risks of a
fixed-price contract

e Use ICT-skilled staff to oversee
procurement

Doing ICT projects better

5 Manage delivery

6 Review and learn

e Clarify governance and
management roles

* Build early warning systems

* Manage the relationship with
the contractor

* Manage the change process

* Don’t cut corners on software
quality assurance

e Focus on benefits realisation

Source: Victorian Auditor-General’s Office, adapted from Investing Smarter in Public Sector ICT (2008).

4.3.1 Planning

Allocate sufficient time and effort in investment planning

The greatest opportunity for investors to influence project outcomes and costs is at
project planning stage. Often investors do not commit enough time up front to build a
robust case for their investment and, consequently, they miss a golden opportunity at a

critical time.

Cutting corners on analysis of proposed benefits and of potential implementation
issues can put successful implementation at risk down the track, leading to revisions
being made on the run which may occasionally result in inaccuracy and a lack of
transparency and accountability.
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Figure 4B
Lessons learned—City West Water

We invested a lot of time in the planning process talking to users who had been through an
Enterprise Resource Planning (ERP) implementation about their learnings, things they
would do differently, etc.

e This was not as effective as we would have hoped in avoiding the same pitfalls.

o We now have an excellent, highly skilled Systems Integrator working with us who is also
helping us to think through problems before they arise, and developing solutions we
would not have thought of without them.

e The trust and respect we have for them developed quite quickly.

o |f we had procured this Systems Integrator before we committed to a particular ERP
solution, | believe we would have avoided many pitfalls.

Plan the full program upfront, then stage it and don’t commit to more than you need to

upfront.

o The systems vendor will try very hard through their pricing proposal to get you commit to
the full ERP up front.

e As your understanding develops both of the system functionality and your business
requirements you may want to change the stack(a), or the vendor, or the delivery model
(on-premise vs cloud vs whatever comes next) and the system vendor may be reluctant
to allow you to change the solution.

(a) A solution stack or software stack is a set of software subsystems or components needed to
create a complete operational platform to serve a particular purpose.

Source: Extract from documentation provided by City West Water.

Get the investment logic right

One of the main reasons that ICT investments fail is that the basic rationale for the
investment was either not understood or shared by all the parties with a stake in the
outcome.

An effective way to make sure that the proposed ICT investment will address the
organisation’s needs is to build a logic map to help identify:

. why the investment is required

. what benefits it is expected to provide

. the business changes and enablers required to deliver the anticipated benefits.

Get the right people involved

When defining the ICT investment, it is important to involve the people who will be
affected by the investment and those who have the authority to influence its
acceptance. If these people are not involved at this stage, the proposed benefits can
be perceived as lacking legitimacy or as not being able to meet the identified need.
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Figure 4C
Lessons learned—Victorian Commission for Gambling and Liquor
Regulation

e The Executive Sponsor [the VCGLR Commissioner] should have full responsibility and
accountability for the project.

e The recruitment of an appropriately skilled senior project manager with relevant ICT
experience needs to occur on commencement of the project.

Source: Extract from documentation provided by the Victorian Commission for Gambling and
Liquor Regulation.

Allow for optimism bias

Optimism bias is a problem in ICT investments. Investors have a tendency to:
. be overly optimistic about time frames

3 overestimate the benefits to be delivered

. underestimate the costs and complexity of implementation.

Investors succumbing to optimism bias often fail to fully assess:

. the agency’s capability to deliver complex projects

. the agency’s ability to absorb change

. technology or innovation risks, often arising from a solution that has been neither
proven nor accepted elsewhere

. the readiness and capability of the market to deliver the investment.

Figure 4D
Lessons learned—University of Melbourne

In such a decentralised business model University of Melbourne (UoM) should plan for
projects to cost more and take longer, and so start with moderate expectations and/or
allocate generous resources towards contingency. Model the affordability of the project as
part of the business case based on scenarios of it taking longer or costing more.

o Work to engage the key stakeholders on the pros and cons of various rollout options
(e.g. collecting less information in an initial rollout, rolling out to new students only, etc).

e Recognise that in projects of this scale and complexity (e.g. Themis upgrade) UoM
should seriously consider contracting an experienced firm to lead the System
Integration, or hiring a critical mass of System Integration veterans onto the UoM team.

e Build into the UoM evaluation and selection process that, when sourcing new software
that it is better to ‘do nothing’ than pick the best product of a bad lot if it won’t ‘cut the
mustard’. Do full due diligence on the vendor, their software and its response time
performance with other customers. Ensure the vendor can operate as a tier 1 vendor
[.ie. is one of the largest and most well known in its field—often enjoying national or
international recognition and acceptance], and service UoM’s tier 1 needs.

Source: Extract from documentation provided by the University of Melbourne.

Use ‘reference class modelling’

A ‘reference class model’ allows the investor to measure the investment’s potential
outcomes against those of similar past projects, to produce more accurate predictions.
Agencies should seek expert assurance and validation from subject matter experts
early in the project life cycle.
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|dentify and refine options

Agencies need to identify and analyse the full range of options that could satisfy
business needs so that the relative merits and risks of each option are understood.

Failure to fully appreciate all available options (including non-technological options)
can result in unnecessarily expensive or complex solutions, or in solutions that will not
properly address the business need.

Build a compelling business case

A well-developed business case becomes a reliable road map for implementation and
provides a baseline for governing and managing the investment.

A comprehensive evidence-based business case contains:

information to enable a fully informed decision to be made on whether the
proposal should proceed

a reliable estimate of expenditure, time lines and benefits to be received

an understanding of the total cost of ownership across the investment’s life
empirical data (e.g. data from past projects or similar projects elsewhere) that has
been adjusted for the unique characteristics of the current proposed project—
when such information is not available and the project is worth doing,
acknowledge the level of risk and build in adequate tolerances in budgets and
time lines

clear communication of the key issues (e.g. risks) and recommendations arising
from the business case to aid executive decision-making.

Figure 4E
Lessons learned—Department of Justice & Regulation

Allow enough time to undertake planning ‘without compromise’

Avoid being overly optimistic when estimating time frames
Allow enough time for pre-procurement activities to be completed effectively.

Involve and empower key decision makers

Empower key decision makers by providing accurate, relevant and sufficiently
detailed information

Ensure their ongoing involvement

Correct unrealistic expectations by providing ‘full and frank’ advice, even if this
includes ‘bad news’

Make independent technical expertise available to guide and advise key
decision-makers.

Identify and analyse a number of ICT options

Ensure ICT options and alternatives are properly explored and assessed
Consider the extent to which a specialist ICT provider will be needed
Avoid being over optimistic if technology gaps are identified

When assessing technological options, don’t just focus on the procurement cost, but
seek to understand the business impact should it be unsuccessful.
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Figure 4E
Lessons learned — continued

e Ensure business case is relevant, read and understood

o Ensure policy decisions and assumptions are clearly documented in the business
case

o Use the business case to guide subject matter experts involved in developing
requirements for tender documents

e Consider success and failure criteria, incorporate ‘exit’ criteria for contract
components that become intractable/heading for failure.

o Ensure scope is sufficiently defined, aligned and managed

e Ensure that the development of requirements and plans is consistent with the
business case

o Ensure that the requirements are defined in sufficient detail to counteract any
advantage an incumbent provider may otherwise have

e Ensure that the requirements are periodically validated, and that any material
changes are assessed, justified, approved and managed

e Seek expert advice to inform/validate ICT requirements, approaches and decisions.
o Adopt a suitable risk management approach

e ‘outsourcing’ risk is ineffective, deceptive and leads to over-optimism

o Be objective and honest in identifying and assessing risk to the project

e Ensure these are properly understood, reported and acted upon.
o Consider building in a risk-based pricing approach to evaluating offers.

Source: Extract from documentation provided by the Department of Justice & Regulation.

Understand agency capacity for change

ICT investments can involve a significant transformation or re-engineering of the
business. However, investors often fail to analyse their agency’s readiness or
capability to undertake this change.

Analyse and describe the major changes required for the ICT investment to succeed

and assess their likely impact on the agency.

Figure 4F
Lessons learned—WorkSafe Victoria

e The process of identifying project dependencies requires enhancement (particularly
technical dependencies) including a greater level of consultation, analysis and planning
both upfront and during the project to identify issues, dependencies and barriers to
delivering a project.

o Moreover, as WorkSafe maintains a portfolio of concurrent projects, it is increasingly
important to have review points where separate projects create cross-dependencies
with other projects.

Source: Extract from documentation provided by WorkSafe Victoria.

Focus on benéefits realisation

Develop a benefits-management plan to monitor and track the achievement of
identified benefits.
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4.3.2

Establish a clear baseline of business processes to which the ICT investment is to be
applied. Without such a baseline, it would be difficult to monitor the achievement of
intended benefits.

Procurement

Be an informed buyer

Agencies should educate themselves about what is actually available in the market, to

determine whether the market is equipped to meet the required specifications. In

particular, agencies need to understand:

. the likelihood of the market being able to achieve the desired end result

. the willingness of the market to modify an existing product to meet a specialised
service need.

Figure 4G
Lessons learned—Victorian Commission for Gambling and Liquor
Regulation

Robust due diligence to be conducted on the capabilities of the vendor, including detailed
reference checks and a comprehensive review of the operations of the vendor’s software.

Source: Extract from documentation provided by the Victorian Commission on Gambling and
Liquor Regulation.

Clearly describe what needs to be procured

A clear understanding of the proposed project’s business requirements, as well as the
functional, technical and commercial specifications of potential suppliers, is crucial to a
good procurement outcome. Taking the time to consider these requirements and
specifications ensures:

. a better understanding of project risks

. appropriate project cost estimates

. a good fit with current ICT systems.

Figure 4H
Lessons learned—City West Water

o The ‘stack’ of systems we selected to form our ERP was not the standard stack
implemented by similar industry users.

¢ Do not commit to the stack unless you have talked to at least one satisfied user of
that stack.

o If there is an industry-standard stack, that is likely to be the best solution for your
business. There are a lot of advantages being part of a large user group.
e An experienced and knowledgeable Systems Integrator (Sl) would be invaluable in
advising you through the maze of system possibilities.

e Contract with the S| by stages. For example, get an estimate for design, build and other
phases you want the Sl to undertake, build constraints around the estimate, then
commit phase by phase.

Source: Extract from documentation provided by City West Water.
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Be aware of the risks of a fixed-price contract

Fixed-price contracts can be an effective way of managing small, tightly specified
projects. For larger, more complex projects, however, fixed-price contracts are often
problematic. Often the result is a project delivered with reduced functionality—for the
purposes of staying within the agreed budget—or a project delivered with increased
costs to provide the agreed functionality.

Use ICT skilled staff to oversee procurement

A lack of ICT and commercial acumen is often a reason for poor ICT procurement

outcomes. Agencies need to ensure that they have access to:

3 staff or external consultants who are skilled in and understand the ICT market
and procurement processes

. a governance board that understands ICT and commercial concepts/practices.

Figure 4l
Lessons learned—Department of Justice & Regulation

o Employ and prepare the right people with a consistent focus.
e Ensure business imperatives and scope are clearly understood by those involved.
e Ensure there is the right mix of skills and experience, including ICT skills.
e Ensure independent ICT guidance is made available to key decision-makers.
e Introduce checks to prevent ‘drift’, and ensure ongoing alignment and consistency.
e Create an environment that will lead to the best possible market response
e Seek proven ICT solutions that can be verified
e Act upon market feedback when this contradicts current strategy and assumptions
e Comprehensively clarify and validate market responses

e Allow enough time for developing and validating detailed requirements that are fit for
the purpose of approaching the market.

e Evaluate and prove as much as is reasonable

o When suitable packaged ICT solutions are on offer, ensure the evaluation plan
includes a measure of testing to validate claims of its fithess for purpose

o Ensure ‘proven’ solutions are seen in operation at reference sites, and that their
relevance is assessed against requirements

e Avoid being over-optimistic when considering the potential impact of any
technology gaps that become apparent

o Ensure the supplier and its key subcontractors have sufficient expertise on offer

o Ensure the supplier and its key subcontractors have a history of successfully
delivering the ICT solutions and services they are offering.

e Ensure pricing realism

e Consider the total cost of operation and ownership over the expected life of the
contract, not just the purchase price

e Consider how to verify pricing realism for the work and products being offered,
based on industry standard practices, such as function point count analysis and
independent technical audits

o Be wary of fixed and ‘low’ priced bids, consider risk based pricing
o Reject offers based on clearly unrealistic pricing.
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4.3.3

Figure 41
Lessons learned—Department of Justice & Regulation — continued

e Don’t proceed with a marginal option
e Avoid optimism and communicate ‘bad news’ clearly and early
o If the best option is marginal seek an alternate course of action

e This may require de-scoping areas of unacceptable risk, or at worst having to
abandon the entire process.

Source: Extract from documentation provided by the Department of Justice & Regulation.

Implementation

Clarify governance and management roles

The roles and responsibilities of investment sponsors, steering committees and project
managers are often not clearly documented. Equally, the reporting relationships and
accountabilities among stakeholders are often unclear.

Consider appointing independent external members to governance groups to ensure
that these decision-making bodies are supported and constructively challenged in their
role.

Figure 4J
Lessons learned—University of Melbourne

Leverage governance arrangements such as Steering Committees to ensure that there
is dedicated thinking about how the new system is going to ‘work in the business’.

¢ In the decentralised organisation that is University of Melbourne, recognise that the
University need the Faculty General Manager/Program Manager/Director level to
engage and recognise the compromises and stay in the same boat to make it work.

o Establish a vehicle for understanding and digesting the business impacts of the new
system for the various constituents.

o Consider a parallel role to the Program Director who can act as a co-pilot and focus
on helping the organisation to effectively understand, accept and digest the change
and its consequences.

Make sure the project team make the time to do a scenario based business impact
analysis of the end-to-end business processes across key stakeholder communities
(academics, faculty administration, online and face-to-face students, management and
planning, etc).

e Consider the risk and implications of potential issues (e.g. slow response time
performance, functional gaps, etc). Use the outcomes to make decisions on the
range of mitigation/operational support investment that may be required. Schedule
this as part of the testing activities and involve ‘fresh eyes’ (e.g. people who are
trusted by their peers) from key stakeholder groups.

e Recognise the complexities in the independent ways of doing business across
University of Melbourne. Review individual change plans and complete independent
quality reviews to ensure all impacted groups have clearly understood the
implication for a new system, what process and resource implications might be, the
risks and mitigation options, and the proposed approach to raising, consolidating
and resolving issues.
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Figure 4J
Lessons learned—University of Melbourne — continued

e Plan and enforce a period of hypercare(a) for all large and complex projects. Retain core
skills from development team.

e Establish the ‘command and control’ regime to prioritise the biggest issues, prioritise
the impact and allocate resources appropriately in response. Include the transition
from project mode to normal operations.

e Be careful not to release project resources until after the system is stable and
working effectively for the business.

o Establish clear business-oriented objective criteria for go-live that includes:
o End-to-end user testing that replicates business activities across the annual cycle
o Adequate response time performance testing for local and remote users
o Organisational readiness to digest the change, and processes readiness.

(a) Hypercare is the process of ensuring sufficient support staff are available in the period
immediately after go-live to focus on customer support, data integrity and system availability.

Source: Extract from documentation provided by the University of Melbourne.

Figure 4K
Lessons learned—City West Water

e If you are implementing an ERP, your steering committee must include your entire top
layer of management. Put in place a strong governance framework and manage scope
very tightly.

e The relationship with the Systems Integrator is critical, and you need to work honestly
and openly with them to identify and articulate issues before they become risks, and
develop solutions together.

o When problems arise, be open to the likelihood that it's you who is causing them, and
work out what you need to do differently.

e To extract the maximum business value from an ERP investment you should adopt a
solution based approach rather than a requirements driven approach and implement
‘out of the box'.

e Optimisation. If you are implementing an ERP for the first time, your understanding of
what it offers your business will develop over time. Find a ‘super user’ who has worked
with that system in a similar industry to yours and employ them. It doesn’t matter what
you have to pay them, it will be worth it in the speed with which you can optimise your
use of the ERP.

Source: Extract from documentation provided by City West Water.

Build early warning systems

Agencies are not always aware of the true state of a challenged ICT investment until it
is too late to take effective remedial action. Make sure that technical considerations,
cost and schedule planning, performance and progress are visible in your
management of the project.

Actively intervene in poorly performing projects. Actively engage the vendor if there are
issues with its performance. When necessary, cancel or re-scope a project when it
becomes clear that it cannot be delivered satisfactorily.

Use external reviews to validate project progress. Governance and project
management is strengthened by regular independent reviews during the investment’s
life cycle.
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Figure 4L
Lessons learned—WorkSafe Victoria

Maintain effective stage gates (including stop/go decisions) to ensure that the project
will be fit for purpose. Where changes are identified, these must be transparently
defined and reported through appropriate governance lines with context given to the
original business case. These changes include:

e changes in scope;

e changes in functionality;

e impact on project dependencies;

e costs, timing; and

e any new requirements for delivering the project.

Risk management—WorkSafe to ensure risk assessment and their mitigations are more
rigorously managed throughout the life of the project particularly where the project
operates over multiple years.

There is a need to improve the clarity of reporting through all governance lines to
transparently reflect project performance relative to both original plan and revised plans
(particularly financial). It is agreed that reporting needs to be more comprehensive and
transparently reported against the original business case and show all revisions with
project variations identified and reported against.

Source: Extract from documentation provided by WorkSafe Victoria.

Manage the relationship with the contractor

The contractor should be monitored against the required specifications. Identify
concerns at the earliest opportunity and raise them with the contractor so that they can
be effectively dealt with.

Manage the change process

Agencies often have an inadequate understanding of the change management
activities required when implementing ICT-enabled projects. This can lead to poor
buy-in from users and may result in user resistance and lack of acceptance of the
software.
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Figure 4M
Lessons learned—Yarra Valley Water

e Business commitment and significant involvement in the Program from the design
phase through to post-implementation was of great benefit. Seconded YVW staff fulfilled
approximately 50 per cent of project roles (change management, project management,
IT operations, system design, process design, system configuration, testing, data and
training), with key business leaders holding individual project portfolios where they took
accountability for leading their success. This enabled knowledge transfer, developed
internal capability, ensured cultural-fit, empowered business ownership, enabled a
smoother change transition and also significantly reduced project costs.

e Selecting delivery partners for cultural alignment and taking the time to convey what is
expected—the ‘one team’ approach conveyed to the project members ensured that
everyone was working towards the same outcomes and was critical to success

e Abusiness-centric approach was used. Rather than only focusing on the typical
project-centric ‘Go Live’ milestone, the Program focused on a ‘fully operational’
milestone (when the business is operating at a capacity similar to the previous system).

o Established the mindset with the business that there will still be changes required
post go live to support a fully operational state and with the Program team that the
Program is not yet complete

¢ Implementation plans included transitional activities two months after Go Live,
including training, super user support and change management support to assist
with transition to a fully operational state.

Source: Extract from documentation provided by Yarra Valley Water.
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YVW digital in the field. Photograph courtesy of Yarra Valley Water.
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Do not cut corners on software quality assurance

In the rush to meet delivery deadlines, software and system testing by agencies is
sometimes compromised. This may lead to software being released before it is fit for
purpose or being implemented with significant manual workarounds required to
compensate for the deficiencies of the software.

Thorough testing and full sign-off before going live prevents premature or
inappropriately timed deployment. A go-live decision should only happen after
extensive testing or piloting and should ensure that either all scope items have been
fully met or that clear post-implementation plans exist, including time frames for their
achievement.

Figure 4N
Lessons learned—Yarra Valley Water

o Data Migration is often a challenge in ICT projects. Responsibility for data migration
and application implementation should reside with the same vendor to ensure singular
accountability for the relationship between data and system requirements.

o Frequent data loads and trials rather than a big bang approach allow early visibility as to
how data works with the system and informs data migration decision making.

e The duration of User Acceptance Testing (UAT) is often reduced in order to meet
delivery time lines. It is important that due time is allowed for UAT with a good
representation of business subject matter experts (end users) to ensure that the
business has confidence in the system and that its functionality meets business
needs—suggestion is to double the time you think you need and add this to the project
schedule.

o For future large scale projects, final Board approval for project costs should be sought
after detailed project planning with all partners has been completed.

o Establishing cost estimates for an Information Technology (IT) project is a management
dilemma. History informs us that for IT projects, costs are a challenge to contain. Setting
a challenging project cost target at the start helps to drive behaviours to contain costs.
However, establishing a challenging cost target provides little scope to account for
unknown risks.

Source: Extract from documentation provided by Yarra Valley Water.

Focus on benefits realisation

Benefits management should be built into the fabric of every ICT project. This ensures
that there is a long-term view of benefits monitoring, as some benefits may take
months, if not years, to materialise.

Assess/evaluate the achievement of intended benefits and post-implementation
reviews to identify lessons learned. Report on these achievements.

Measuring and reporting on benefits are important accountability mechanisms,
allowing agencies to demonstrate that the investment was a good use of public funds.
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Figure 40
Lessons learned—Department of Justice & Regulation

o Resource and collaborate effectively

Ensure the right mix of staff are made available from the state’s side

Align resources to meet the specific requirements of each project stage

Retain critical knowledge by building in continuity of subject matter experts required by the
project

Establish and monitor effective working arrangements with the supplier that are consistent
with the contract

Clarify early expectations with the supplier—be clear, fair, reasonable and consistent on
the demarcation of responsibilities, consistent with the contract

Ensure the state also fulfils its own responsibilities
Ensure key-subcontractors are working effectively

Measure progress against the delivery schedule for the contracted scope, pay particular
attention to the performance of complex areas critical to overall success

Be consistent and reasonable in the approach taken to dealing with supplier issues.

o Establish effective and reliable reporting

Ensure supplier reporting arrangements are consistent with the contract, and are
effective, understood, accepted and complied with

Ensure key-subcontractors are included in the reporting regime

Seek delivery of intellectual property at appropriate points as per contract provisions
Undertake progress regular reviews to confirm the accuracy of reports

Employ expert advice if required to independently assess and confirm progress.

e Use contract provisions carefully and effectively

Assess the supplier's modus operandi and establish its commercial focus/drivers from the
outset

Focus on delivery performance, avoid using the contract as the primary management tool
Exercise contract provisions consistently and systematically if other avenues fail

If after due consideration, don’t be afraid to exercise ‘heavy hitting’ contact provisions if
this becomes the required course of action

If all else fails, be willing to exercise contract provisions to de-scope or terminate a failing
project
Direct relationship visibility with third party providers where appropriate.

e Get things right at the start

Ensure the authorising environment is tested early to allow sufficient time for the
appropriate procurement processes to be undertaken

Establish clear and effective governance, leadership and decision-making
Follow the department’s Project Management Excellence (PME) Framework
Ensure plans and time lines are realistic and achievable

Ensure the scope definition is detailed and complete

Ensure funding is sufficient for the life of the project and its outputs

Resource appropriately for the duration, with access to any specialist advice and
guidance that may be needed

Take a comprehensive and impartial approach to identifying and managing risk
Ensure the supplier choice is ‘up to the job’
Develop an appropriate contract with adequate controls

Recognise that weaknesses in any of these areas will only become apparent during
implementation, by which time the consequences will be difficult to resolve.

Source: Extract from documentation provided by the Department of Justice & Regulation.

Victorian Auditor-General’'s Report Digital Dashboard: Status Review of ICT Projects and Initiatives — Phase 2 47




Doing ICT projects better

Recommendation

5. That agencies and entities develop or revise guidance documentation in the
planning, management and delivery of their ICT-enabled projects, taking note of
VAGO'’s July 2008 better practice guide Investing Smarter in Public Sector ICT.
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Appendix A.
Auait Act 71994 section 16—

submissions and comments

Introduction

In accordance with section 16(3) of the Audit Act 1994, a copy of this report, or part of
this report, was provided to:

. City West Water

. the Department of Justice & Regulation

. the University of Melbourne

3 the Victorian Commission for Gambling and Liquor Regulation

. WorkSafe Victoria

. Yarra Valley Water.

The submissions and comments provided are not subject to audit nor the evidentiary
standards required to reach an audit conclusion. Responsibility for the accuracy,
fairness and balance of those comments rests solely with the agency head.

Responses were received as follows:

Gty WEST WAoottt e e e e e st e e e e e e e e ennnnes 50
Department of Justice & Regulation..............ccooiiiiiiiiiiiie e 52
The University of MEIDOUMMNE .........oiiiiii e 55
Victorian Commission for Gambling and Liquor Regulation.............ccccccveeiiiiiiiinnneenn. 56
WOrKSafe VICIOMA. .....coiiiiii i 59
Yarra Valley WALEr ... .o 63
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RESPONSE provided by the Chairman, City West Water

"‘\\ City West Water Corporation
1 ABN: 70 066 902 467
el City West Water™ © M Avene
e Footscray Vic 3011 Australia

Locked Bag 350 Sunshine Vic 3020
DX 30311 Sunshine
citywestwater.com.au

Telephone (03) 9313 8422
Facsimile (03) 9313 8417

29 February 2016

Dr Peter Frost

Acting Auditor-General

Victorian Auditor-General's Office
Level 23

35 Collins Street

MELBOURNE VIC 3000

Dear Dr Frost,
Response on Digital Dashboard: Status Review of ICT Projects and Initiatives — Phase 2
Our comments on this report, and responses to the recommendations, are provided below.

City West Water (CWW) endorses the acknowledgement in the introduction that ICT is a significant
enabler in the delivery of government programs and services. It is tempting for government
authorities to fall behind in their approach to information and technology because major strategic
programs to upgrade technology and enhance the authority's capacity to best use information are
complex and difficult. We encourage the Government to take steps to encourage appropriate
authorities to develop comprehensive strategies around information and technology.

1. Comment on para 2.4.1 Findings on time by agency

As CWW has progressed through delivery of the Arrow program, management has decided to
extend the timing for different phases. With good cost management, this has not significantly
impacted the budget for the program. Of the three objectives of Quality, Cost and Time, time is
least critical, and extensions of time to better deliver Cost and Quality should not be
discouraged.

2. Chapter 2 Recommendations
That agencies and entities:
« consider total project cost—from inception to completion through to evaluation of
benefits realisation.
« ensure project status reporting is regular, reliable and easy to follow, making agency

decision-makers aware of total project cost to date against planned milestones and
forecast cost to completion.

Febdmlet0003.doc/JD Page 1 of 2
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RESPONSE provided by the Chairman, City West Water — continued

Response to recommendations

CWW agrees with the recommendation on project status reporting.

In relation to the recommendation on consideration of total project cost, CWW estimated the cost
for the Arrow program using the same principles on which we estimate any capital project. Labour
is costed to the program when the extent of a staff person’s commitment to the program requires
their normal role to be backfilled.

3. Chapter 3 Recommendations

That agencies and entities:

a. ensure that they have appropriate governance arrangements in place throughout
the life of their ICT projects
b. ensure there is sufficient focus on the realisation of expected benefits by:
* preparing a documented benefits-management plan that is comprehensive,
measurable and regularly updated throughout the life of the project
* conducting benefits and post-implementation reviews according to planned
timeframes
= incorporating learnings in corporate project planning frameworks and processes
and circulate them to key governance bodies.

Response to recommendations

CWW agrees with the recommendation.

Chapter 3 also notes that “Agencies must have the technical skill set to effectively plan and
implement the project. A lack of ICT and commercial acumen is often the cause of poor ICT
outcomes.” Though this is not drawn out as a specific recommendation, CWW believes it should
be.

4. Chapter 3 Recommendation

That agencies and entities:

» develop or revise guidance documentation in the planning, management and delivery of
their ICT-enabled projects, taking note of VAGO's July 2008 better practice guide
Investing Smarter in Public Sector ICT.

Response to recommendation

CWW agrees that VAGO's July 2008 Investing Smarter in Public Sector ICT better practice guide
continues to sound and relevant, and should be utilised by all agencies in the implementation of
ICT projects and programs.

Please pass on our congratulations to your team (and you) for a really thorough and useful review.
If the other businesses had anything like the amount of documentation we had, it was a huge job.

Yours sincerely,

DAVID MIDDLETON
Chairman

Febdmlet0003.doc/JD Page 2 of 2
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RESPONSE provided by the Acting Secretary, Department of Justice &
Regulation

Department of
Justice and Regulation

Secretary 121 Exhibition Street
Melbourne Victoria 3000

GPO Box 4356

T Melbourne Victoria 3001
/,.’mLE‘--\ Telephone: (03) 8684 0500
P U7 Facsimile: (03) 8684 0525
it N greg wilson@justice.vic.gov.au

justice vic.gov.au

DX210220

29 FEB 201 o &
Y ReceveD <2

-1 MAR 2016

VICTORIAN
AUDITOR-GENERAL'S
OFFICE

Our ref: CDI6/78370
Dr Peter Frost

Acting Auditor General

Victorian Auditor-General's Office
Level 24, 35 Collins Street
MELBOURNE VIC 3000

Dear Dr Frost

Thank you for your letter of 15 February 2016 enclosing the Proposed Audit Report (the report) of
Digital Dashboard: status review of ICT projects and initiatives- Phase 2, and the invitation to provide a
formal response.

The Department of Justice and Regulation (the department) recognises the importance of strong
governance arrangements and effective implementation plans to the success of information and
communications technology projects.

The department welcomes the findings and recommendations detailed in the report and accepts the
five recommendations directed to all Victorian public sector agencies. The attached action plan
ilustrates that the department has already taken significant action to implement these
recommendations through the development and implementation of its Project Management Excellence
(PME) Framework (provided at Attachment 1).

In October 2011, the department launched the PME Framework. It provides a standardised approach
for initiating, delivering, managing and closing down projects, including tracking and reporting on
progress and the benefits resulting from any project. The PME Framework is flexible and scalable to
meet the needs of individual business units and agencies, and aligns with Victorian Government and
international standards on project and program management.

Thank you again for the opportunity to comment on the report.

Yours sincerely

Julia Griffith
Acting Secretary

Encl. Proposed Action Plan- Digital Dashboard: status review of ICT initiatives- Phase 2

!P; ORIA
State
Government
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RESPONSE provided by the Acting Secretary, Department of Justice &
Regulation — continued

Victorian Auditor-General’'s Report

Attachment 1: Proposed Action Plan - Digital Dashboard: Status Review of ICT
Projects and Initiatives - Phase 2
Department of Justice and Regulation response to VAGO recommendations

In October 2011, the department launched a new Project Management Excellence (PME) Framework which comprehensively

addresses the recommendations made in the Digital Dashboard: Status Review of ICT Projects and Initiatives - Phase 2

audit.

Importantly, the PME framework and the department’s Project Management Policy are subject to regular ongoing review by
the PME Quality Assurance Board (the board). The board meets quarterly to:

« consider and review the strategic performance and capability of the department’s project management community in

relation to the PME Framework

+ oversee and monitor the PME Framework processes and products to ensure their effectiveness to deliver projects and

realise benefits

+ oversee the scope and quality of PME continuous improvement activities, undertaken to minimise PME risks and issues

+ review and approve strategic changes to the PME Framework and products.

Recommendation

Recommendation 1

That agencies and entities consider the
total project cost—from inception to
completion through to evaluation of
benefits realisation.

Recommendation 2

That agencies and entities ensure project
status reporting is regular, reliable and
easy to follow, making agency decision
makers aware of total project cost to date
against planned milestones and forecast
cost to completion

Proposed Action

The recommendation is accepted.

The department's Project Management Excellence
(PME) Framework outlines the required processes
and controls in relation to total project cost.

The department’s Project Management Policy also
states that all project proposals (concepts) must
demonstrate the investment logic of the proposed
project and all projects must appoint a person, or
people, responsible for owning, managing and
reporting on benefits and delivering the benefits
realisation process.

The department will review whether these
processes and controls continue to enable it to
capture the required project cost information.

The recommendation is accepted.

The department’s Project Management Policy
states that all projects must report on progress
using the department’s project status reporting
tool.

Project Status Reports (PSR) contain baseline,
forecast and actual project delivery information
including specific sections on budget, schedule
(including milestones), issues, risks, changes
against the baseline and benefits.

PSRs are produced for governance bodies and/or
their delegates. Reports are submitted on a
weekly, fortnightly and/ or monthly basis, as
determined by the project’s governance
arrangements.

The department will review whether PSRs remain
an effective tool to support reliable, regular and
easy to follow project reporting.

Completion Date

31 March 2017

31 March 2017
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RESPONSE provided by the Acting Secretary, Department of Justice &
Regulation — continued
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Recommendation

Recommendation 3

That agencies and entities ensure that
they have the appropriate governance
arrangements throughout the life of their
ICT projects.

Recommendation 4

That agencies and entities ensure there
is sufficient focus on the realisation of
expected benefits by:

e preparing a documented benefits-
management plan that is
comprehensive, measurable and
regularly updated throughout the life
of the project

* conducting benefits and post
implementation reviews according to
planned timeframes

* incorporating learnings in corporate
project planning frameworks and
processes and circulate them to key
governance bodies.

Recommendation 5

That agencies and entities develop or
revise guidance documentation in the
planning, management and delivery of
their ICT-enabled projects, taking note of
VAGO's July 2008 better practice guide
Investing Smarter in Public Sector ICT.

Digital Dashboard: Status Review of ICT Projects and Initiatives — Phase 2

Proposed Action

The recommendation is accepted.

The department’'s PME Framework and Project
Management Policy comprehensively outline the
required governance arrangements and controls
for ICT projects throughout their lifecycle.

The department will review the PME Framework
and Project Management Policy to ensure they
adequately address the required governance
arrangements for ICT projects.

The recommendation is accepted.

The department's PME Framework outlines the
required benefit realisation processes, timeframes
and controls for projects. The PME Framework
uses the Department of Treasury and Finance,
Investment Management Standard.

The department’s Project Management Policy also
states that all project proposals (concepts) must
demonstrate the investment logic of the proposed
project and all projects must appoint a person, or
people, responsible for owning, managing and
reporting on benefits and delivering the benefits
realisation process.

The department will review the PME framework
and Project Management Policy to ensure they
include sufficient focus on the realisation of
expected benefits.

The recommendation is accepted.

The department's PME Framework contains
guidance documentation on the planning,
management and delivery of projects. It aligns
with Victorian Government and international
standards on project management and is
continually reviewed to ensure it is fit-for-purpose.
VAGO'’s better practice guide, /nvesting Smarter in
Public Sector ICT has been included in the
standards section of the PME Toolbox.

The department will review the guidance
documentation included in the PME Framework to
ensure that it remains fit for purpose and aligns
with current better practice for ICT-enabled
projects.

Completion Date

31 March 2017

31 March 2017

31 March 2017
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RESPONSE provided by the Vice-Principal Administration & Finance and Chief
Financial Officer, University of Melbourne

26 February 2016

Dr Peter Frost

Acting Auditor-General

Victorian Auditor-General’s Office
Level 24, 35 Collins Street
Melbourne Vic 3000

Dear Dr Frost,

| am writing with reference to your letter of 15 February 2016 to the Vice-Chancellor, Professor
Glyn Davis, regarding the Proposed Performance Audit Report Digital Dashboard: Status
Review of ICT Projects and Initiatives — Phase 2.

Thank you for the opportunity to respond to the final draft of this report. The University notes
the recommendations set out in the Audit Summary to the report. As advised, the University
has, since the commencement of the project, reviewed and significantly enhanced its ICT
enabled project management processes. This is part of a commitment to continuous
improvement and the University will take into account those recommendations relevant to it
as it further enhances its approach to such processes.

We would like to take this opportunity to thank your audit team for the professional manner in
which they conducted the review. '

Yours sincerely,

[\ \ \J "\7\:\:\&

ALLAN TAIT
Vice-Principal Administration & Finance and
Chief Financial Officer

Chief Financial Officer
The University of Melbourne, Parkville Victoria 3010 Australia
T: +61 3 8344 6137 F: +61 3 9347 7417
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RESPONSE provided by the Chief Executive Officer, Victorian Commission for

Gambling and Liquor Regulation

‘ ' Victorian Commission for
Gambling and Liquor Regulation

o 4 X
S Recevep
Fed
[ =1 MaR 205
26 February 2016 o vieT(
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Dr Peter Frost ¥y ‘/7~
Acting Auditor-General el
Victorian Auditor-General's Office

Level 24, 35 Collins Street

Melbourne, Victoria 3000

Dear Dr Frost

49 Elizabeth Sireet, Richmond VIC 3121
GPO Box 1988, Melbourne VIC 3001
T: 1300 182 457
www.veglrvic.gov.au

Our ref: CD/16/89106

Proposed Performance Audit Report on Digital Dashboard: Status Review of ICT

Projects and Initiatives — Phase 2.

Thank you for your letter of 15 February 2016 regarding the proposed audit report on Digital
Dashboard: Status Review of ICT Projects and Initiatives — Phase 2 and the invitation to

provide submissions for inclusion in the report.

The Victorian Commission for Gambling and Liquor Regulation (VCGLR) recognises the
importance of ICT projects to deliver services and manage information, and is committed to

addressing the issues identified in the audit report.

The VCGLR accepts all recommendations in the audit report and has developed an action

plan for implementation.

The recommendations and actions have been discussed with the VCGLR Commission and

will be monitored to ensure successful completion.

Yours sincerely

Y (ﬂ/bac‘/m/\

Catherine Myers
Chief Executive Officer
Victorian Commission for Gambling and Liquor Regulation
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RESPONSE provided by the Chief Executive Officer, Victorian Commission for

Gambling and Liquor Regulation — continued

Recommendation

VCGLR Comments

Completion Date

Recommendation 1

Consider the total project cost—from
inception to completion through to
evaluation of benefits realisation.

The recommendation is accepted.

All major ICT projects initiated by
the VCGLR are now required to
prepare a business proposal with
detailed project cost estimates. The
VCGLR uses the Department of
Justice and Regulation's (DJR)
Project Management Excellence
(PME) framework which was
launched in October 2011. The
PME framework outlines the
required processes and controls in
relation to total project costs.

Completed.

Funding for the LaGIS
predecessor project was
initiated in 2009 on the
basis of costs attributable
directly to the project.
Subsequently, the VCGLR
adopted the DJR's PME
framework and all new
projects thereafter include
total project costs.

Recommendation 2

Ensure project status reporting is
regular, reliable and easy to follow,
making agency decision makers
aware of total project cost to date
against planned milestones and
forecast cost to completion.

The recommendation is accepted.

The LaGIS project uses the DJR
PME framework for all project status
reporting.

Regular status reports for all major
ICT projects are presented on a
monthly basis to the respective
Project Steering Committee and
where appropriate to the VCGLR
Commission.

Completed.

Since October 2014 with
the engagement of the
LaGIS Project Director, all
LaGIS status reports to
the Steering Committee
and the VCGLR
Commission have been
transparent of the
progressive changes in
both scope and the

appropriate governance
arrangements throughout the life of
their ICT projects.

PME framework which outlines the
governance arrangements and
contrals for the lifecycle of the
project.

Governance arrangements for all
major ICT projects require the
approval of the VCGLR
Commission.

schedule.
Recommendation 3 The recommendation is accepted. Completed.
Ensure that they have the The LaGIS project uses the DJR Since October 2014 with

the engagement of the
LaGIS Project Director, a
review of the LaGIS
project governance
arrangements has
occurred three times, the
last review was completed
in November 2015, and
will continue to be
reviewed periodically.

Recommendation 4

Ensure there is sufficient focus on
the realisation of expected benefits
by:

* preparing a documented benefits-
management plan that is
comprehensive, measurable and
regularly updated throughout the life
of the project

= conducting benefits and post
implementation reviews according to
planned timeframes

= incorporating learnings in
corporate project planning
frameworks and processes and
circulate them to key governance
bodies.

The recommendation is accepted.

The VCGLR has periodically
conducted a review of the LaGIS
benefits-management plan. It also
plans to undertake a post
implementation review and lessons
learnt on implementation of the
project.

The PME framework outlines the
requirements and provides a
process for the benefits realisation
plan.

A post implementation
review of the LaGIS
project will be conducted
three months after the
implementation date of
LaGIS.

Digital Dashboard: Status Review of ICT Projects and Initiatives — Phase 2
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RESPONSE provided by the Chief Executive Officer, Victorian Commission for
Gambling and Liquor Regulation — continued

Recommendation

VCGLR Comments

Completion Date

Recommendation 5

Develop or revise guidance
documentation in the planning,
management and delivery of their
ICT-enabled projects, taking note of
VAGO's July 2008 better practice
guide Investing Smarter in Public
Sector ICT.

The recommendation is accepted.

The VCGLR uses the DJR PME
framework for the management of
all major ICT projects.

The VCGLR will review our internal
processes and templates under the
PME framework to ensure
compliance with better practice.

31 March 2017

Any changes to the PME
framework and products
as a result of this audit will
be considered for
adoption by the VCGLR.
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RESPONSE provided by the Chief Executive, WorkSafe Victoria

0020222022020 222220228

Tel/ 03 9641 1555 Fax/ 03 9641 1222
worksafe.vic.govau

Dr Peter Frost 29 February 2016
Acting Auditor General

Victorian Auditor General's Office

Level 24, 35 Collins Street

Melbourne Vic 3000

Dear Dr Frost

Proposed Performance Audit Report — Digital Dashboard: Status Review of ICT Projects and
Initiatives ~ Phase 2

Thank you for your letter of 15 February 2016 and for the opportunity to comment on the proposed
performance audit report — Digital Dashboard: Status Review of ICT Projects and Initiatives —
Phase 2.

WarkSafe Victoria (WorkSafe) accepts and welcomes the assessment of the Victorian Auditor
General's Office and has taken into consideration the details outlined in the report. WorkSafe
supports findings in relation to its responses to the Digital Dashboard: Status Review of ICT
Projects and Initiatives — Phase 2.

WorkSafe values the insight provided by the report's findings and will use these together with
literature on contemporary management of ICT projects to better strike a balance between

planning, delivery, governance, reporting, benefit realisation and the leveraging of emerging
opportunities to benefit Victorian industry and its workers.

WorkSafe's actions against the performance audit report's findings are attached (See Attachment
A).

Yours sincerely

Clare Amies
Chief Executive

CC: Dr Elsie Alcordo, Manager, Victorian Auditor General’s Office
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RESPONSE provided by the Chief Executive, WorkSafe Victoria — continued

Attachment A - VAGO audit recommendations and comments and
WorkSafe actions in response

VAGO recommendation | WorkSafe Action Timeframes
1. Consider the total WorkSafe has addressed transparency in financial | Complete
project cost — from i reporting by introducing a simple project cost
inception to completion i analysis format into board reports. This will allow
through to evaluation to anrd members to monitor and scrutinise changes
| benefit lisati in scope or costs, particularly where projects
| Seneims realisalion extend over several years. The revised format
; commenced December 2015, and includes the
; following detail:
+ Detail of each iteration of the project so
that the Board can see whether budget
and costs change when compared to
previous presentations of the project to
allow the Board to see the project's
history.
¢ Clearly sets out what has been spent to
date and what remains to be spent.
2. Ensure that they have | WorkSafe currently has the following project Currently in
the appropriate processes, reporting and govemance in place to place -
governance manage projects: Complete
. Stage gate reviews, including intra-gate
z;: a;fge‘;?;v;; tlfér?ughout and external reviews for projects of
N extended duration.
projects Governance framework.
Risk management framework to ensure
that management can take informed risks.
. Processes around benefits realisation
planning and realisation.
. Processes around demonstrating post
implementation reviews.
These will continue to be used and where required,
enhanced to meet the future needs of WorkSafe's
ICT projects.
3. Ensure project status | WorkSafe will change project status reports to By July 2016
reporting is regular, include comparisons to the original plan and re-
reliable and easy to baseline.
follow, making agency
decision makers aware of
total project cost to date
against planned
milestone and forecast
cost to completion
4. Ensure there is WorkSafe has project processes, reporting and Currently in
sufficient focus on the governance in place to address the realisation of place-
realisation of expected project benefits. These will continue to be used Complete
benefits by: and where required, enhanced to meet the future

needs of its ICT projects.

Digital Dashboard: Status Review of ICT Projects and Initiatives — Phase 2
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RESPONSE provided by the Chief Executive, WorkSafe Victoria — continued

o preparing a
documented benefits-
management plan that
is comprehensive,
measurable and
regularly updated
throughout the life of
the project

o conducting benefits
and post
implementation
reviews according to
planned timeframes.

o Incorporating
learnings in corporate

Benefits realisation is currently considered through:

. steering committees

. stage gate reviews

. reporting to senior management and the
Board on project status

. investment decisions at executive team
meetings

° audit and risk committees (where

relevant), and
. reporting to DTF on status of key projects
and/or audits.

project planning
frameworks and
processes and
circulate them to key
governance bodies
5. Develop or revise WorkSafe will review and revise (where required) | By July 2016
guidance documentation | the Project Management Framework in the
in the planning, planning, management and delivery of ICT
management and enabled projects taking note of VAGO's July 2008
delivery of their ICT — better practice guide /nvesting Smarter in Public
enabled projects, taking | Sector ICT.
note of VAGO's July
2008 better practice
| guide Investing Smarter
in Public Sector ICT.
Specific comment addressed to WorkSafe
In future, WorkSafe In response to this comment, WorkSafe will make | By June 2016
should ensure that its the following changes:
project dependency ¢ Change dependency identification and
planning is more processes to be more comprehensive and
comprehensive and have more testing at the project design
involves more extensive stage. .
testing. ¢ Develop dependency tracking
methodology, including project review
points so that cross-dependencies are
identified and managed.
WorkSafe has already implemented the following
items to address VAGO'’s comments:
+ Dependencies are considered when draft
Statements of Work and Business Cases are
presented at the ITSS Initiation Advisory
Council (through an update to the Project
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RESPONSE provided by the Chief Executive, WorkSafe Victoria — continued

Management Framework associated with
Recommendation 4).

¢ An Inter-Project Dependency Register has
been established where all projects record
such dependencies.

* A monthly meeting is held with Project
Managers to formally review the Register.

o A Critical Path Dependency Map is maintained
and reviewed monthly at the ITSS Executive
meeting.

* Inter-Project Dependencies are reported within
each Project Status report to their relevant
steering Committee.

» The Inter-Project Dependency Register has
been implemented in the new WorkSafe
Project management tool.
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RESPONSE provided by the Chair, Yarra Valley Water

Victorian Auditor-General’'s Report

YARRA VALLEY WATER

> Ya rra ABN 93 086 302 501

X
Lucknow Street
Mitcham Victoria 3132

.
RECE,VEU ' Private Bag 1

Mitcham Victoria 3132

= 1 MAR 2015 .‘.5;3: DX 13204

- F (03)98721353

Valley 0
Water oy

oo
1 March 2016 AUD”%%TEE#E%AL*S ~. E enquiry@yvw.com.au
‘ OFHGE .\\‘ ] yvw.com.au
Dr Peter Frost Yy e w’\%\\
Acting Auditor-General ' \Z_TE ﬂ 2

Victorian Auditor-General’s Office
Level 24, 35 Collins Street
Melbourne VIC 3000

Dear Dr Frost

Proposed Performance Audit Report Digital Dashboard: Status Review of ICT Projects and
Initiatives - Phase 2

Yarra Valley Water notes the final draft of the Digital Dashboard Phase 2 Performance Audit Report,
which reviewed our Improving Infrastructure Management System Program (12MS), which we completed
in November 2014. 12MS was a critical program for us, delivering a new system for proactively managing
our $3.9B of water and sewerage infrastructure that services a population of 1.8million people in the
northern and eastern suburbs of Melbourne. The program was delivered on time and the resulting system
was successfully implemented without any disruption to our customers. We consider the program a
tremendous success which will deliver benefits for our customers for many years to come.

Yarra Valley Water is committed to delivering exceptional ICT Projects and Initiatives, so we continually
review the way we work, incorporating feedback and experience to learn and improve. We are pleased
that VAGO has recognised many elements of better practice in the way we executed the program.

Yarra Valley Water accepts the five general recommendations in the Audit Summary. We confirm that
our project methodology currently aligns with the practices outlined in recommendations 1 to 4. Yarra
Valley Water commits to reviewing the VAGO document /nvesting Smarter in Public Sector ICT (2008),
as per recommendation 5, and determining if the guidance provided therein provides further opportunity
for improving our existing processes.

We have reviewed VAGO's findings and suggestions specific to Yarra Valley Water and we are pleased
to report that we are well advanced in the execution of our Post Implementation Review, which we plan
to complete in March 2016. The completion of this review will address the open items as listed below.

e 3.4.1 Documented Benefits Realisation Plan — Project Evaluation is “underway”
e 3.4.2 Delivery of Intended Scope - “not clear”

Yarra Valley Water expects, based on progress to date, that the review will confirm that we are well on
track to deliver the planned program benefits, and that the full scope was delivered.
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RESPONSE provided by the Chair, Yarra Valley Water — continued

We note the audit uses a preliminary project estimate as the budget baseline. We consider Yarra Valley
Water's Board approved project budget to be the appropriate baseline, as it reflects when approval to
undertake the project was granted, in accordance with our Program Management Methodology (which is
based on MSP®). Notwithstanding, we acknowledge that we exceeded our baseline budget by 12%.
We have subsequently improved our methodology for estimating project risk and provision of contingency
and we feel this will benefit future projects.

| thank VAGO for this opportunity to respond, and confirm that Yarra Valley Water will provide an
update to VAGO regarding the outstanding items once our review has concluded.

Yours sincerely

@<, o

Ms Sue O’'Connor
Chair
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Auditor-General’s reports

Reports tabled during 2015-16

Report title Date tabled
Follow up of Collections Management in Cultural Agencies (2015-16:1) August 2015
Follow up of Managing Major Project (2015-16:2) August 2015
Follow up of Management of Staff Occupational Health and Safety in Public Schools August 2015
(2015-16:3)

Biosecurity: Livestock (2015-16:4) August 2015
Applying the High Value High Risk Process to Unsolicited Proposals (2015-16:5) August 2015
Unconventional Gas: Managing Risks and Impacts (2015-16:6) August 2015
Regional Growth Fund: Outcomes and Learnings (2015-16:7) September 2015
Realising the Benefits of Smart Meters (2015-16:8) September 2015
Delivering Services to Citizens and Consumers via Devices of Personal Choice: October 2015
Phase 2 (2015-16:9)

Financial Systems Controls Report: Information Technology 2014-15 (2015-16:10) October 2015
Department of Education and Training: Strategic Planning (2015-16:11) October 2015
Public Hospitals: 2014—15 Audit Snapshot (2015-16:12) November 2015
Auditor General’s Report on the Annual Financial Report of the State of Victoria, November 2015
2014-15 (2015-16:13)

Local Government: 2014—15 Audit Snapshot (2015-16:14) November 2015
Responses to Performance Audit Recommendations 2012—-13 and 2013-14 December 2015
(2015-16:15)

East West Link Project (2015-16:16) December 2015
Portfolio Departments and Associated Entities: 2014—15 Audit Snapshot (2015-16:17) December 2015
Water Entities: 2014-15 Audit Snapshot (2015-16:18) December 2015
Implementing the Gifts, Benefits and Hospitality Framework (2015-16:19) December 2015
Access to Public Sector Information (2015-16:20) December 2015
Administration of Parole (2015-16:21) February 2016
Hospital Performance: Length of Stay (2015-16:22) February 2016
Public Safety on Victoria's Train System (2015-16:23) February 2016




Victorian Electoral Commission (2015-16:24) February 2016

Grants to Non-Government Schools (2015-16:25) March 2016

VAGO'’s website at www.audit.vic.gov.au contains a comprehensive list of all reports issued by VAGO.

VAGO

Victorian Auditor-General's Office

Auditing in the Public interest

Availability of reports

All reports are available for download in PDF and HTML format on our website
www.audit.vic.gov.au

Victorian Auditor-General's Office
Level 24, 35 Collins Street
Melbourne Vic. 3000
AUSTRALIA

Phone: +61 3 8601 7000
Fax: +61 3 8601 7010
Email: comments@audit.vic.gov.au
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