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COUNCIL REPORT

FINANCE AND CIVIC DEVELOPMENT COMMITTEE

HIS WORSHIP, THE MAYOR
AND COUNCILLORS

SUBJECT: BUSINESS SYSTEMS REPLACEMENT PROJECT UPDATE

RECOMMENDATIONS:

1. THAT this report be received for information.

¥

2. THAT a Capital Works Reserve Bylaw, in the amount of $3,600,000 be brought
down to finance Phase 3 of the Business Systems Replacement Project.

REPORT

The Finance and Civic Development Committee, at its meeting held on 2007 October 25,
received and adopted the atrached report providing an update on the Business Systems
Replacement Project and seeking funding approval to finance Phase 3 of this project.

From the discussion of the Committee and its review of the report, the conclusion was drawn that
the funding decision is not related to the entire cost of the project, but given the implementation
of Phase I has been a considerable success, and the base of the system is in place and operational,
the focus must be on the justification for spending an additional $3,600,000 for the increased
system functionality. The Committee further concluded that the additional expenditure is
reasonable and warranted to improve the ease and efficiency of the use of the system and
advance the transformation toward increased value to Burnaby constituents.

Respectfully submitted,
Councillor D. Johnston
Chair

Councillor N. Volkow
Vice Chair

Councillor G. Begin
Member

Copied to:  City Manager
Director Finance
City Solicitor
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Burnaby : COMMITTEE REPORT { “

TO: CHAIR AND MEMBERS DATE: 2007 October 18
FINANCE AND CIVIC DEVELOPMENT
COMMITTEE

FROM: DIRECTOR FINANCE FILE: ERP

Reference: ERP Update
SUBJECT: BUSINESS SYSTEMS REPLACEMENT PROJECT UPDATE

PURPOSE: To provide Council with an update on the Business System's Replacement Project
and to request funding approval. '

RECOMMENDATIONS:

1. THAT this report be received for information, and that the recommendations of the
Director Finance be adopted;

2. THAT a Capital Works reserve bylaw, in the amount of $3,600,000 be brought down to
finance Phase 3 of the Business Systems Replacement Project.

REPORT

Background

The Business Systems Replacement Project is the City’s software implementation of a fully integrated
Enterprise Resource Planning (ERP) system, as approved by Council in May 2005. Burnaby is one of
several cities in Canada that have implemented mySAP ERP 2005, a world-class business software used
In government settings.

This implementation is based on the recognition that common business processes in the City — such as
accounting, purchasing, and payroll — affect multiple departments and ERP systems are designed to
facilitate the integration of such processes, as well as the sharing of information to achieve efficiency,
accuracy, economy, and ultimately, increased effectiveness in service delivery.

The scope of this project is significant; it will continue to transform the way in which the City conducts
its business processes for many years to come. As the City continues to strive to be an outstanding
example of excellence in the provision of municipal services, this Business Systems Replacement Project
is laying a solid foundation for the City to take advantage of e-government initiatives and automation to
successfully address unmet needs of the City, and to allow for future growth of the City in meeting its
business needs.



To:
From:
Re:

October 18, 2007

Finance and Civic Development Committee

Director Finance

Business Systems Replacement Project Update

Current Status

The “go-live” for Phase I January 01 2007 went well with the implementation of a significant base system
(“footprint™) providing:

e replacement of five of the City’s largest aging systems: H/R Payroll, General Accounting,
Purchasing, Inventory, and Accounts Payable. These systems used outdated technology, were
disparate in nature, and difficult to maintain due to unique technical skills no longer readily
found in the market place. They have been replaced with the latest technology running in a

web environment.

Phase I continued into 2007 with the creation of reports and release of online information such as the
payroll earnings statement to pilot staff groups. Phase II began in the second quarter and ran in parallel
with Phase 1 for several months. Phase II will address the automation of the City’s business processes
around budgeting and will enable Parks’ staff to begin to use maintenance work order processes to carry
out their business. Some additional benefits realized:
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reduction in duplication of data entry through integration
improved corporate information management

more transparency of transactions

improved customer service

enhancement of financial system security

improved availability of information for decision making

The following table provides more detailed information on Phase 1 items that are complete.
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Phase 2 items that are currently a 2007 work in progress and Phase 3 items that are scheduled to start in
2007 and continue into 2008 are listed in the chart below. Phase 3 continues the implementation of the
City’s “core” system functionality — functionality to automate standard business processes — and will
begin work to enhance the Phase 1 functionality to improve staffs’ “ease of use” and to increase
efficiencies through further automation and integration of business processes.

System Functionality

iy T

T

A,



To: Finance and Civic Development Committee
From:  Director Finance

Re: Business Systems Replacement Project Update
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Going Forward - 2008

There are still many challenges as departments work to adapt new day-to-day business processes,
however departments have diligently strived to adopt the new system and as they increase their
proficiency in using mySAP 2005 they begin the process of “optimizing” the way they do their work. The
Phase 2 — Budget and Financial Planning project is the first opportunity the Project Team have had to use
modeling to assist staff in envisioning different design approaches. Once a concept is conceived and
agreed upon, the Team model, test and validate the concept. This approach is helpful as it fosters
collaboration, validates concepts and helps to gain the commitment of staff to the pending changes in
business processes. Future phases will rely more heavily on this approach.

The ERP Project consists of several discrete sub-projects, each with its own business objectives and
delivered functionality. The intent of this methodology is to better manage the: impact on individual
business units (while moving forward with significant increases in ease of use and functionality as the
core business systems are implemented). Phase 3 is scheduled to begin in early November 2007 and will
continue throughout 2008. Phase 4 would then start in mid 2008 and continue on into 2009. Phase 4
funding will be presented to Council in detail during 2008 when additional options, including tendering
for all or part of the work in Phase 4, will be explored and discussed. Phase 4 is noted here as it will form
part of the 2008 budget submission to be considered by Council shortly.

The City’s business processes will be substantially impacted by recently enacted government financial
reporting requirements for 2009. These requirements will be met with the roll-out of the Asset Module
during 2008 in Phase 3.

The following table provides more detailed information on Phase 3 & Phase 4 Projects that will form part
of the 2008 Budget. Phase 4 will extend to 2009 however Phase 4 projects to be initiated in 2009 are not
discussed at this time.
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To: Finance and Civic Development Committee

From:  Director Finance

Re: Business Systems Replacement Project Update
October 18, 2007 ................coooeoosieooeeoeeeeeee Page 6

(Continued Phase 3 & Phase 4 Projects that will form part of the 2008 Budger)

This implementation will_ be limited to receivables for rental properties
1] Accounts Receivable and third party billing to lay the foundation for managing business partner
functionality which will be used more extensively in 2009.

Primarily an exercise in populating parts lists for vehicles and equipment

i 4 components, It improves the ability to select the correct material for jobs

i Bills of Material to Manage Parts Lists and reduces the number of requests by grouping them info assemblies
saving time and errors In processing. :

Funding

The Director Finance recommends drawing a Capital Reserves bylaw for Phase 3 at this time to fund
Phase 3 projects that will begin in 2007 and continue into 2008. Phase 3 will run parallel with Phase 2
projects for the last quarter of the year. 3

Approved Plan for Implementation Services:

Project Plan Funding in Place
Phase 1 AT
— Phase 1 & Phase 2
Phase 2 e | $9,425,000
Phase 3 R Funding Required
_ Phase 3
Phase 4 RENEI: DAY + Contingency @ 8%

Phase 5 FE LR Bylaw Required $3.6 million

Sub-Total % ; 5133

TSNS

$19.8
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Bylaw Funding

Business Systems Replacement Project Update Funding
Consulting Services Allocation
Funding 8% with Expenditures
Allocation Contingency Conti to Period 9
Phase | 2005/2006/2007 7,334,103 586,735 7,580,865
Phase il 2006/2007 1,683,184 134,655 589,806
Subtotal 8,170,761

Phase ilf 2007/2008/2009 3,023,888 228,866
Funding Requirement

Funding in Place
Initial Funding 2005 June
Bylaw #12206 2006 November

Funding Bylaw Required

Staff Funding

Phase 1 funding for City resources and a corporate ERP training program was provided from GRF.
Phase 2 and Phase 3 funding for City resources and training is outstanding for 2007. The amount of
required funding is $950,000 for internal staff costs and training of $550,000.

The Director Finance recommends that these capital expenditures continue to be funded from General
Revenue Funds.

Summary

The implementation of this highly integrated business system is a long term investment for the City. The
implementation to date has been a success and has created a significant base from which to re-build the
other outdated City systems such as the property tax billing system and the land development and
licensing systems. The much needed re-development of our systems on a single integrated base will
increase service levels, provide one source of consistent information and ultimately reduce processing
times.

The systems being implemented will continue to be built into City business processes as corporate
experience increases and the power and potential of the new systems are further exploited. Phases 3 and
4 of the project are essential to this process and are specifically intended to further the functionality,
understanding and ease of use to hasten its incorporation into current business processes.

The project is closely managed and on target. Council’s approval of this funding for the continuing
development of additional functionality will allow for quick realization of the benefits of an integrated
business system consistent with the original project mandate.

It is recommended that Council adopt the recommendations as set out in this report and that a Capital
Reserve bylaw, in the amount of $3,600,000 be brought forward to provide continued funding of the
Business Systems Replacement Project.

Rick Earle ‘2
DIRECTOR FINANCE

Copied to:  City Manager



