Follow-on questions to SCC answers to UNISON FOls submitted 14/8/2009

Published on:

http://www.somersetcountyunison.org/pdf/Fol/Microsoft%20Word%20-
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Do please note the County Council’s continued offer to discuss these and related
matters in person (rather than continuing to engage in a prolonged FOI exchange).

Question as raised by Unison in their FOI (received 25/9/09) are shown in black text,
immediately followed by the answers as available, in blue text.

Q1a & 1b

Information extrapolated from the accounts and provided by Finance Officers indicates that
the £29.8m for SAP was financed by £2.381m of existing capital approvals and £27.419m
of new borrowing. Is this correct? If not, please provide the correct figures?

No, it is not correct. The £29.8m was split £26.8m loans financing and £3.0m capital
receipts financing. The allocation of capital receipts is a relatively arbitrary process and it
could have been that the financing assigned was 100% borrowing with the available
capital receipts being applied to another project in the programme.

Assuming the new borrowing is correct and this incurs an average interest rate of 4.4911%
(page 56 of the accounts) the new borrowing would require £1.231m of revenue funding
annually. Is this correct? If not, what is the correct figure?

The interest rate is broadly correct but the annual interest charged to revenue is not. The
interest due on the assigned borrowing will be calculated on a reducing balance basis i.e.
the interest payable year on year will reduce as the outstanding balance reduces until the
principal is fully repaid.

Does the interest rate of 4.4911% include the repayment of the original capital? If not,
what arrangements are in place for the capital to be repaid?

No, the 4.4911% does not include the repayment of the original capital. The arrangements
in place for the capital to be repaid are in line with the latest guidance from the DFCG. As
this was prudential borrowing the principal repayment is charged on a straight line basis
over an appropriate period. In this case we deemed this period to be less than the SWo
contract and it is being taken over 8 years. , oo =y

Is there a delivery schedule for the IBM/Southwest One SAP project? If so, please provide
a copy.

We enclose the current Project Plan and remain happy to take you through the detail of
this complex document. Clearly, this briefing would be better delivered is person, subject
to available staff time during a busy period in the SAP project implementation.

What is the payment profile agreed between SCC and IBM/Southwest One? Please
provide a copy.




Payment profiles for transformation projects are contained within ‘Service Orders’, which
we believe IBM would view as confidential, but have not had time to check this point with
them.

In an effort to provide a proactive answer to your question however, | reproduce the dates
and payment amounts for the various elements of the SAP project, to date, to which the
original question of your FOI (14/8/09) refers. You will also be aware that these figures
have already formed part of the Statement of Accounts which you have inspected. Finally,
we would be happy to show you in hard copy via the Client Office, the payment profiles as
shown here so that you can verify them against the original document. There is no profile
for future payments over and above this.

SAP Back Office Project

1 Dec 2007 £1,786,000

1 Aug 2008 £5,075,086 '

1 Nov 2008 £5,075,086

1 April 2009 £699,678

SAP Technology Enablement Project

1 May 2008 £3,713,852

1 Aug 2008 £3,172,445

1 Nov 2008 £3,172,445

1 April 2009 £239,938

Customer Access Initiation Projection

1 May 2008 £2,596,288

1 Aug 2008 £2,217,801

1 Nov 2008 £2,217,801

1 April 2009 £167,736

Q3.

Project initiation would require the following logical approach:

Full Costs Analysis (identifying all costs involved including obsolescence);

Full Benefit Analysis (identifying all the benefits — tangible & intangible);




Capital investment required,
Rate of Return required on the investment;
Cash flow management requirements.

Was this the process followed for the Southwest One SAP project? If so, please provide
the detailed Project Initiation documents. If not, please provide the Project Initiation
documents that were used.

As has been previously stated, the overall Business Case for ‘Project ISiS’ was the driver
for the SAP implementation. You have received this document via our letter to you of
22/10/08. Additionally, in an effort to be proactive, we enclose a copy of the SAP Busqness, ‘
Case WhICh we feel responds to yo;/outstandmg,,and assomated quenes oo e -
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Was the cost of obsolescence of relatively new IT systems (like HR/Payroll) properly
considered as part of the value for money assessment?

The overall business case for SAP was determined by the busmess case for IS|S The,re

are no costs assomated with- obsolescence for these systems T LN IR g
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Q4. L
Please provide a copy of the investment schedule for the SAP Project.

We are not sure to what exactly your question refers, over and above the information we
have provided to Q1a&1b (above)?. Also — please note it is a duplicate of your questlon as .
asked in your FOI of 22/8/08 to which a Jesponse has already been provided. . = ¢ 7.
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QtSc.

We were not able to identify where these figures came from. The Audit Commission
annual report for 2008/09 has identified £1.6m of savings attributable to IBM/Southwest
One and £1.24m deferred as “unrealised” until 2009/10. Please explain your answer,
particularly with reference to the distinction between “identified” and “realised” savings.

Firstly, we reproduce our answer as provided to Q5c in your FOI of 14/8/09 to which the
above, subsequent question refers:

‘The Procurement Transformation is a fixed cost project. There are a range of mechanisms
in place to correct the working figures when they fall short, or exceed, those which were
assumed to be correct in good faith in respect of an individual saving. IBM are charged
~ with meeting particular thresholds of savings, for example, they need to reach, and we
‘need to agree, savings to the value of £42m by December of this year. The current total
exceeds £35m. Gainshare would apply if agreed savings exceed £75m. This Gainshare
formed part of the original SCC calculations regarding affordability of this project, so it is a
‘known’, rather than ‘subsequently agreed’ aspect of this project’.

Subsequently, we are unsure of your question, as your quoted figures do not appear in the
answer we prowded to you on the 14/8/09 :
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Is there an action plan to ensure that “identified” savings are “realised” and properly risk
logged? If so, please forward a copy (along with the Risk Log).

Delivering the potential savings as identified through the Procurement Transformation
project is the subject of considerable ongoing work, all across the organisation. There are
Sponsors for this work at Director level, and Implementation Leads appointed for the
delivery of the individual initiatives. There is not a single ‘Action Plan’ which we can
forward to easily or quickly explain this process to you but perhaps, again, a face to face
discussion would help you understand the complexity and potential of this work. We would
be happy to arrange.

Q10a.

This was a typing error on our part. We accept that Somerset Catering showed a loss of
£0.396m and Dillington a loss of £86K and Kilve a loss of £77K.

Our omitted questions were:

What actlons are proposed to address the deflcrts?
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SCS Iosses were wrltten off to reserves, those for Dillington and Kilve have been carried -
over to future years and they will be expected to make up those Iosses Bapes At /:ﬁwx o /‘”"
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There are currently no proposals to /gtsult with UNISON (in respect of the decrsmn taken
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Why is it proposed to spend ‘22 1m on Dillington House?
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We are not aware of any further proposals to spend an add|t|ona| £2 1m £2.1m was spent
in 2008/09 on the Hyde building which is now built and operational.
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Q13.
Please forward the latest version of the SAP Benefits Realisation Plan.

You have been supplied with a copy of SAP Business Case (see above) in addition to the
Beneﬂts Realisation Plan which we have already supplied to you on the 22/10/08.
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Please fowvard the latest version of the SAP Project Risk Log.

In respect of the latter, risk is managed through a variety of mechanisms and through
many forums. Yes, there is a central Risk log, forming part of this process but it's an
internal document for the SWo partners (excluding IBM), and so we would need to clear its
release with Taunton Deane and the Avon & Somerset Police but would prefer, for we
hope for obvious reasons, not to release it outside of this group right now. Following
consultation internally, we would be happy to show you this register in person, via the
Client Office and also discuss other risk management work for this project. This again,
would have to be dependant on time available for such staff at a really busy time in the
SAP project, but the offer stands. )
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Q14.

As 5% of the contract charge is withheld and paid monthly in arrears; why was only
0.675% of the Capital payment for SAP withheld?

These costs relate to two different elements of the contract — transformational and
operational. The 5% monthly adjustment relates to the operational element, there is no
such arrangement for the transformational (capital) elements. The variance you are
referring to is the element of SAP costs borne by Somerset County CounC|I in terms of
SCC staff resources. ;1 /. ., o e v g0 Lowd -
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Q16.

The Audit Commission annual report for 2008/09 has identified £1.6m of savings in
2008/09 and a delay in “realising” savings of £1.24m which is delayed to 2009/10 and
attributed to Southwest One.

The Council's predicted savings for 2008/09 were £10.25m and achieved savings were
£5.87m (57%). How will the issue of savmgs slrppage be addressed to I|m|t the |mpact on
frontlrne serwces’? Y AL el e e e T
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AII MTFP savmgs proposals take in to account and’ con3|der the impact on frontlrne
services, the overall aim being to protect frontline services from any slippage in savings.

The targeted savings for the Southwest One project was £200m over 10 years. The
“realised” savings for 2008/09 and the projected savings for 2010/11 are £4.981m and for
2011/12 are £3.58m. Loan servicing costs are circa £1.231m.

What implications will fallure to meet the target of. £200m of savmgs have for the delivery
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The |mpI|cat|ons are the same as if we did not have the contract and have already been
described to you (as this is a duplicate of your question 5 in the UNISON FOI of 22/8/09) in
the response you were provrded W|th at that tlme

Is there an actlon plan to ensure that these target savings are “realised”?

Target savings for procurement are controlled and monitored using the Category
Management plans, Implementation Plans and through the Implementation, Programme
Management Group. These elements aim to ensure target savmgs are correct and up to
date and realised as per the relevant plans. <+~ ' . Nz f 3

If so, will UNISON be consulted on this?

There are currently no plans to include UNISON in the category management planning
processes per se. Progress reports are provided to Cabinet and Scrutiny Committee as
required and are available on the website if you wish to see them. Clearly, if savings
options impact upon matters which UNISON require consultation in respect of, this will

happen in the normal manner. ) .




Table 6 of Audit Commission annual report for 2008/09 (page 30) Has identified an
investment of £1.67m to reduce energy consumption and costs by between 5% and 15%.
What is the value of a 5% reduction in the energy budget? Will the savings be centralised?

The return on the investment of £1.67m will be realised over a 2 to 5 year period and not
wholly within the next financial year.

A minimum reduction of 5% directly correlates with the energy industry’s indications on
savings from the implementation of voluntary automatic meter reading (VAMR), a
prerequisite of the draft Carbon Reduction Commitment order March 2010. Investment in
VAMR throughout 2010 will see a gradual reduction in energy bills throughout the financial
year and beyond. The resultant monitoring and targeting process should see ongoing
reductions over 2 to 5 years in the overall estate’'s energy consumption. Therefore,
the Carbon Management Board has set the mlnlmum target of between 5 and 15% for
energy consumptljp reductlon in thns perlod S ( S A S e s
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The current empha3|s of data collection is consumptlon based and therefore a financial
value for that consumptlgn may not be avai able until the end of this currentf ancial year.
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The Audit Commission annual report for 2008/09 contains a commitment to carry out a
follow up audit on the Southwest One project and for this audit to be reported by letter. Will
this letter be published? Will a copy be provided to UNISON?

Yes S
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