
Confidential Meeting of the Finance and Performance Committee 
20 November 2014 

 
IS Transformational Programme budget update Page 1 
 

IS Transformational Programme budget update 
 
File No.: CP2014/20351 
 

Confidentiality 
Reason: The public conduct of the part of the meeting would be likely to result in the disclosure of 

information for which good reason for withholding exists under section 7. 

Interests: s7(2)(b)(ii) - The withholding of the information is necessary to protect information where 
the making available of the information would be likely unreasonably to prejudice the 
commercial position of the person who supplied or who is the subject of the information. 

s7(2)(h) - The withholding of the information is necessary to enable the local authority to 
carry out, without prejudice or disadvantage, commercial activities. 

In particular advance notice of the amounts contained within this report could prejudice a 
procurement process 

Grounds: s48(1)(a) 

The public conduct of the part of the meeting would be likely to result in the disclosure of 
information for which good reason for withholding exists under section 7. 

    
 

 

Purpose 
1. This report updates the Finance and Performance Committee on the progress being made 

within the Transformational programmes and corresponding budgets. Transformation 
comprises the following major pillars of work: 

 Organisation Transformation Programme 

 IS Operational Stability Programme 

 IS Business Enablement Programme 

Executive summary 
2. The Long-term Plan (LTP) 2012-2022 included $159 million of efficiency savings for the 

2014/2015 financial year. These savings were budgeted to increase to $188 million by 
2017/2018. 

3. Critical to the success of achieving these efficiency savings is the Transformation 
programme. 

4. The Transformation programme has made strong progress with a number of key projects 
being completed and a further number of key projects currently in progress. 

5. NewCore is one of the most significant projects that underpins organisational transformation. 
The recent reset exercise undertaken by the NewCore project team (with EY review) has 
identified a number of technical complexities that will require an extension to the original 
timeline and require additional budget. As part of this review and continuous learnings to 
date the overall quality assurance and business acceptance testing regimes have been 
extended and intensified in order to minimise the programme risk. 

6. Following the reset phase the programme steering committee and management team have 
refocused actions to optimise the outcomes of the overall programme as well as minimising 
programme cost overruns.  

7. In addition, the Organisation Transformation programme continues to be reviewed and 
reprioritised to optimise delivery and associated outcomes aligned to the objectives of a high 
performing council.  
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Recommendation/s 
That the Finance and Performance Committee: 

a) note the update and progress being made on the Organisation IS Transformation 
programme and, 

b) note the reprioritisation of the programme to optimise the overall outcomes of the 
programme and note that no additional funding for the IS transformation programme 
is requested and, 

c) approve the re-phasing of $24 million of IS transformation budget forward to the 2015 
and 2016 years in order to optimise overall programme outcomes and, 

d) note the extended and intensified quality assurance and testing programme at a cost 
of $13m. 

 

Comments 
  

Transformation Programme 
Objectives of Transformational Programmes: 
 
 
8. Organisation Transformation Programme 

The purpose of Organisation Transformation is to deliver a variety of business improvement 
initiatives as part of a drive towards a high performance council organisation that is better 
able to deliver the Auckland Plan and deliver value for money, in support of the CE’s 
Objectives. 

Cross-organisational transformation improvement initiatives range from technology-focused 
activities (e.g. Digital Applications, NewCore) to process improvements (e.g. Quality Policy 
Advice) through to people (e.g. leadership development training). 

9. IS Operational Stability Programme 

The purpose of IS Operational Stability Programme is to deliver a variety of improvement 
initiatives to rationalise and reduce the complexity currently being managed across the core 
technology infrastructure (i.e. networks, telephony services, desktop etc.). The programme 
also addresses the need to maintain concurrency of solutions in respect to ongoing support 
capability by third party suppliers. 

10. IS Business Enablement Programme 

The purpose of IS Business Enablement Programme is to deliver a variety of small scale 
business unit specific improvement initiatives. These activities address improvements for 
standalone systems utilised across council. 

Achieved to date 

11. To date there has been strong progress across the three transformational programmes with 
a number of key projects completed. 

 

Project       Issue addressed 

BSR   Reduces significant wastage by eliminating 
duplication and effort caused by disparate 
legacy processes and systems which impede 
mature, cost effective, customer focused 
delivery of shared or support services. 
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Contact Centre Consolidation  Challenges in understanding the consistency, 
quality and volume of customer interactions 
across the region due to multiple business 
processes & operating models across 
multiple locations and technology platforms. 

 

AMPM  Disparate systems and processes being 
utilised to manage core asset management 
for parks and property functions leading to 
inefficiencies for maintenance programmes 
and asset utilisation. 

 

HRIS  Lack of visibility in relation to core Human 
Resources  information available to cost 
centre managers to actively manage staffing 
levels and costs. 

 

Desktop  Ongoing support for desktop environment, 
Windows XP, ceased by vendor introducing 
risk to the organisation as well as inconsistent 
environments being managed. 

Currently in Progress 

12. In addition to the projects already completed a number of transformation projects are 
continuing to be progressed. Examples of these include : 

 

Project       Issue addressed 

Holistic Performance Reporting (Holly)  Improve decision making through providing 
timely and relevant financial and non-financial 
performance reporting as part of the overall 
Finance Transformation programme. 

 

Data Centre Consolidation  Consolidation of IS infrastructure resulting in 
lower operating costs, lower operational risk 
and stronger platform for technology 
enhancement projects.  

 

Capex Projects Hub  Raise the standards of project management   
& project maturity through implementation of 
best practices and standardising project 
management approaches/ methodologies for 
Auckland Council. 

 

SAP Hana & Hybris  Life cycle management reducing impact to 
NewCore project midstream and allowing 
multi- channel online transactions. 

 

NewCore 
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13. The strategic case for NewCore remains fundamentally unchanged.  NewCore is one of the 
most significant projects that under-pins organisational transformation. It enables the future 
radical transformation of key customer-facing services while reducing the cost to serve each 
customer by: 

 

 Simplifying and standardising our customer and business processes for customer 
interaction, rates, regulatory services and related property data, 

 enabling more effective development of digital solutions for customers, giving 
them more choices around how they want to interact with the council, 

 consolidating core customer-facing systems that support those processes, 

 creating a standardised base set of processes and systems for implementation of 
the Unitary Plan and bylaw reviews, where only one set of systems needs to be 
updated, as opposed to multiple legacy systems, and reducing operational risk 
associated with complex end-of-life systems. 

 

In relation to NewCore the project team has established overall architecture and supporting 
infrastructure, completed solution and process design. 

The recent reset exercise undertaken by the NewCore project team (with EY review) has 
identified a number of technical complexities that will require an extension to the original 
timeline and require additional budget. 

 

Reset – key learnings 

14. The reset phase has confirmed the strategic case for NewCore. 

15. The team have uncovered a number of areas where the original business case assumptions 
have not proved correct and meant additional budget of $60m is required.  Examples of 
these challenges include: 

 Technical complexity associated with establishing a customer-centric model in 
addition to our core requirement to remain property-centric in many areas (e.g. 
rates, consents, LIMs) is significantly higher than envisaged.  This complexity 
also increased the need for specialist resources with challenges in getting the 
right people in the timeframes required. 

 The disparity of processes across the legacy councils meant significantly more 
time was spent in discovering these, agreeing on a simplified and standardised 
way forward and gaining commitment to that change. 

 No legacy council regulatory system was determined as a suitable start point. 
The business case assumed we would be able to use one of the legacy platforms 
as our base solution and enhance and simplify where needed. This proved to not 
be the case. 

 The type of data now needing to be collected, the way it is stored and the data 
interrelationships have proved significantly more complex than anticipated. This 
has required increased design, build and deployment effort to ensure the 
NewCore platform is fit for purpose. 

As part of the reset phase the team have identified opportunities for reducing $7m of the 
additional budget required.  

 

The programme going forward  
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16. As the Transformation programme progresses it is continually assessed and reprioritised in 
order to optimise the outcomes. 

As part of this ongoing programme review a number of projects have been identified as 
needing to be completed concurrently. 

17. NewCore has identified three projects which are essential to ensure the base solution being 
built for Council will be as efficient and effective as possible.  These were uncovered during 
our NewCore design work and will use $9.8m of our transformation budget. 

 Improvements to underlying enterprise technology infrastructure including 
enterprise middleware solution, front of house scanning, implementation of 
infrastructure as a service, online and digital initiatives $4.8m. 

 Establish a full enterprise data warehouse to act as the enterprise-wide historical 
data repository and provide historical data reporting capability including best 
practice data extraction, transformation and load solutions, data integrity 
checking, models for flexible data mining and self-service reporting for improved 
end-user decision support.  This includes an increase to the scope of legacy data 
analysis work to improve data integrity for reporting $4.2m. 

 Extension of core document management platform to support enterprise-wide 
needs $0.8m. 

 

Projects identified from reprioritisation 

18. The following seven projects have been brought forward from future transformation activity 
because they make sense to complete in parallel to the NewCore programme. The project 
will use $10m of our transformation budget. Doing this now helps to keep overall costs down 
and make the best use of skilled resources. These projects are: 

 Enhance our credit and debt collection across our customer base.  It will 
implement simplified and standardised processes associated with managing 
credit risk, debt collections, refunds, bad debts ($4.2m) 

 Enhance and standardise receipting through our various payment channels 
including meeting our payment card compliance requirements ($1.4m) 

 Implement ratepayer loan schemes functionality into SAP to support the Council 
initiative to incentivise improved home insulation and support future initiatives of 
this type ($0.4m) 

 Implement a core customer portal which allows Council to roll out online services 
region-wide including online support for building control and resource consents 
($2.5m) 

 Enhance statutory clock functionality required for consents ($0.4m) 

 Provide online capability for external contractors who undertake certain 
compliance activities, to both receive work orders and provide more timely 
updates on progress and job completion ($0.9m) 

 Incorporate the pilot Building Control mobility solution (designed to improve 
customer service) into NewCore ($0.2m). 

 

Technology Change 

19. As part of the reset phase the Regulatory and IS business representatives have concluded 
that a SAP solution can meet our property and consenting business requirements through 
configuration and some custom development.  In addition: 

 SAP is a strategic long-term business application for Council and consolidating 
on SAP reduces our overall NewCore solution complexity and the number of 
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systems that we need to license, maintain and support thereby reducing our 
operating costs. 

 SAP and Pathway can be implemented within a similar timeframe, and the overall 
implementation risk and costs of both options is similar (implementing SAP now 
avoids the cost of a second implementation in the future and is therefore the 
most cost affordable option to get to our target end state). 

Therefore the NewCore programme will change the technology platform for Property & 
Consents to SAP CRM, Real-Estate and Public Sector Collections & Disbursements. 

 
Financial Impact 
20. A change in technology platform means that some re-work of design will be needed and the 

value of some of the work on the programme performed to date should not be 
capitalised. The financial impact of this platform change is $5.9m but this avoids the need for 
a future technology change and avoided costs of $25m that were programmed in later in 5 
years time. 

 

Risk Reduction (Extended and Intensified Quality Assurance and Testing programme) 

21. As part of best practice project management the Transformation team have been assessing 
the adequacy of the quality assurance and risk mitigation. This review has included gaining 
an understanding of the lessons learned from the Ministry of Education rollout of Novopay. 

Key findings from this assessment have been the importance of independent quality 
assurance, thorough testing, and establishment of achievable delivery targets. 

We have therefore extended and intensified our quality assurance and testing programme at 
a cost of $13m through: 

 Increased independent quality assurance involvement 

 Extended testing timelines, breadth of test scenarios and number of subject 
matter experts involved 

 Increased time between go-lives of legacy property & consenting solutions to 
ensure processes are embedded and settled before moving on to the next 
migration. 

 

NewCore Budgets (Capex) 

22. Based on the recent reset exercise the chart below shows the comparison of NewCore costs 
from original business case with the before and after reset scenarios. Total NewCore costs 
post reset are $124 million (sum of grey boxes) with the added benefit of an avoided cost of 
$25m resulting from the change to SAP now that was otherwise programmed to occur in 5 
years time.  

NewCore Budgets  
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NewCore Benefits  

23. The ongoing benefits of NewCore have also been reassessed as part of the reset exercise. 
The chart below shows a comparison of NewCore benefits from business case to before and 
after reset. 

NewCore Benefits 

 

 

Benefit Stream ($000) - Opex FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2022 TOTAL

Original Business Case 0 5,552 15,219 25,304 35,389 45,409 55,337 65,264 75,179
Before NewCore Reset Phase -52 1,046 3,565 7,257 12,882 22,127 32,021 41,934 51,829
After NewCore Reset Phase 0 976 2,300 5,018 12,744 23,870 35,064 46,278 57,473

Comparisons by Fiscal Year

 
 

IS Transformation Capital Budgets  

24. The overall capital budgets for the IS transformation programme have been reassessed 
relative to the phasing best suited to optimise the overall outcomes of the programme. Whilst 
no additional budget is required the recommended phasing is to bring forward $24 million 
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($9m in 2014/5 and $15m in 2015/6) as shown in the following table:  

Millions 2014/15 2015/16 2016/17 2017/18 2018/19 Total

New Core 29 37 24 3 93
Non NewCore scope 13 5 2 20
Extended Testing Programme 4 6 3 13

Mandatory /High Risk 26 15 13 5 5 64
Other 4 3 8 36 39 90

Total IS Capital Budget Recommended 76 66 50 44 44 280

Existing IS Capital Budget ( LTP 2012- 2022) 67 51 54 56 52 280

Recommended Change 9 15 -4 -12 -8 0  

 

Impact on Ratepayers 

25. The proposed change to bring forward IS Transformation capital budgets has been 
assessed with regard to any impact on ratepayers. This assessment has determined a 
minimal impact due to the re-phasing of the programme and amended capitalisation profile. 

Consideration 

Local board views and implications 

26. Transformation projects are of corporate support in nature. Local board views were not 
sought. 

Māori impact statement 

27. Staff do not consider that Organisation Transformational projects have a specific impact on 
Māori. 

Implementation 

28. There are no implementation issues. 

 

 

Attachments 
There are no attachments for this report.      
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