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looking Back, but Moving Forward.

This report is based on research by the Senate Committee on Post Audit and Oversight.
The Committee held three public hearings on this issue and conducted interviews with a
wide variety of stakeholders involved with procurement, development, and the
implementation of information technology (“IT”) projects recently undertaken by the
Commonwealth of Massachusetts, as well as with industry experts.

The report presents findings and recommendations to improve the way the
Commonwealth procures, develops, and implements large IT systems. It is our belief that
if the Committee’s findings and recommendations are followed for all major IT projects
in Massachusetts, the citizens of the Commonwealth can expect fewer problems, better
outcomes, and more-productive online interactions with their government in the future.
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EXECUTIVE SUMMARY

Key Findings and Recommendations

On both the MASSTAX2 Project of the Department of Revenue (“DOR”) and the QUEST
Project of the Department of Unemployment Assistance (“DUA”), there was a failure by
the vendor (in both cases Deloitte Consulting LLP) and the agency to communicate and
work constructively together to move these information-technology (IT) projects
forward on schedule and produce the optimal product. The Commonwealth'’s
organizational structure for these IT projects was too decentralized to provide the
comprehensive support, oversight and direction needed to ensure the success of the
projects.

= The Commonwealth’s IT organizational structure should be reorganized, in order
to enhance scrutiny, oversight, and consistency of IT development initiatives -
including greater centralization of IT development oversight in the Information
Technology Division (“ITD”), a larger role for the Operational Services Division
(“OSD”), and a much stronger role for project managers working out of a new
Project Management Department.

Since most agencies take on major IT initiatives very infrequently, the Commonwealth
does not have IT-development knowledge comparable to that of IT vendors.

= ITD must act as a clearinghouse for information about previous IT projects,
assisting agencies with due diligence, conducting exit interviews with all parties,
retaining artifacts from each project so that later IT projects will not need to
“reinvent the wheel,” and formally documenting lessons learned, best practices, and
other insights gained.

The Commonwealth needs greater consistency in the procurement and contracting of
IT projects.

= Through a new IT Contract Management Unit, ITD must play a greater role in
providing structure and guidance for IT projects by enforcing across-the-board
adherence by agencies to ITD policies and procedures. Contracts must be reviewed
to ensure the Commonwealth’s interests are protected.

DUA and DOR failed to do adequate and thoughtful planning before and during their IT
initiatives.

=> Before undertaking a large-scale IT initiative, it is imperative for a government
client to prepare a written “business case,” fully documenting the reasons for the
project, any perceived risks, and methods for mitigating them. Essential goals - and
metrics to determine success in reaching those goals - must be well-defined from
the start and kept in mind throughout the project.



Problems arose in testing on the DUA and DOR projects that should have been
anticipated. DUA, DOR, and Deloitte all failed to take sufficient care in planning and
conducting the various forms of testing for the development of their projects.

=> Testing protocols must be prepared as early as possible and carefully designed.
ITD should take an active role in formulating and reviewing testing protocols, and
the Project Manager needs to have a guiding role as well.

Project planning was inadequate on the DUA Quest Project. DUA and Deloitte did not:

0 properly prepare for “go-live” of Ul Online on July 1, 2013, resulting in many
problems for claimants;

o fully recognize, in advance of the go-live of Ul Online, the types of problems that
claimants would encounter in attempting to use the new system; or

0 correctly anticipate the demands that would be put on its website and phone
lines after the Ul Online go-live, nor the large number of claimants who
encountered difficulties filing for benefits online or who failed to receive
expected benefits in a timely manner.

= Agencies must improve their planning for go-live of new IT systems, especially
those designed to be used by persons outside of the agencies, such as consumers or
businesses. They also need to prepare better for dealing with practically-inevitable
user and staff challenges and increased usage, deploying additional staff and other
resources and establishing back-up plans and workarounds.

The Committee did not see evidence that some agency leaders on the DUA and DOR
projects remained apprised of their projects’ key goals.

=> Conducting a robust return-on-investment (ROI) analysis at various stages
throughout development and creating a clearly-defined set of measurable goals at
the outset of a project will each assist leadership in determining whether
termination of a contract is in the Commonwealth’s interest.

Smaller, shorter projects would be less likely to fail, more likely to attract more bidders,
and more flexible and better able to react to newly-imposed statutory and regulatory
changes, problems with the vendor, changes in agency leadership and other staff
turnover, and other unforeseen circumstances.

=> Large IT projects should be broken down to smaller-scale projects. Unless there
are compelling reasons for doing otherwise, the Commonwealth should divide
traditionally-large IT projects into smaller-scale functional projects.

The current procurement system unnecessarily narrows the field of IT project bidders
acceptable to the Commonwealth, meaning the Commonwealth may pay more for a
project, and may be presented with less-optimal solutions, than if there had been more
competition.



= More vendors should be encouraged to bid on the Commonwealth’s IT projects,
by measures such as simplified proposal requirements.

The Executive Office of Labor & Workforce Development (“EOLWD”) hired an employee
of its vendor on the ongoing DUA QUEST Project for a leadership role at DUA, giving rise
to a perception of conflict of interest.

= ITD should develop protocols regarding the hiring of vendor employees for
management positions in which they may be required to directly oversee the work
of that same vendor, especially on the same project.



INTRODUCTION

This report presents case studies of three information technology (“IT”) projects recently
undertaken by the Commonwealth of Massachusetts: the MASSTAX2 Project of the
Department of Revenue (“DOR”) the QUEST Project of the Department of Unemployment
Assistance (“DUA”), and the recently-begun Modernization Project of the Registry of Motor
Vehicles (“RMV”). Acting on behalf of the Senate Post Audit and Oversight Committee, the
Senate Post-Audit and Oversight Bureau (“Post-Audit Bureau”) has examined these three
projects in depth. This examination sought to discover what led to the difficulties
experienced with the QUEST and MASSTAX2 projects, as well as what efforts the RMV is
taking to avoid such difficulties in conducting its own IT initiative and ideas about how to
do better in the future.

As part of this examination, the Committee held three public hearings, on October 28, 2013;
November 14, 2013; and February 11, 2014.1 The Committee also delivered information
requests to Deloitte Consulting LLP (“Deloitte”), the vendor for these projects, and several
state agencies. In addition, Committee staff met with numerous individuals and agency
representatives who were involved in the development, implementation, or use of these IT
projects, as well as industry experts. The Committee and Post-Audit Bureau staff also
reviewed news reports and other accounts of other IT projects - successful and
unsuccessful - as well as literature on the causes of IT project failure.

This report is based on the Committee’s findings from the information, testimony, and
interviews developed during its examination.

THREE CASE STUDIES
1. DUA QUEST PROJECT

In 2006, DUA began an initiative to replace its computer system and change its business
processes.2 On June 21, 2006, DUA issued a request for quote (“RFQ”) for what DUA named
the “QUEST Project.” Only three vendors submitted bids in response to the RFQ:
BearingPoint, Deloitte Consulting LLP, and IBM. The selection committee determined that
BearingPoint was the only vendor to meet their scoring requirements.3

In May 2007, BearingPoint and DUA executed a Statement of Work (“QUEST SOW”)
containing the fundamental terms of their agreement.# In February 2009, however,
BearingPoint filed for bankruptcy protection.> Shortly thereafter, Deloitte announced that
it had agreed to purchase BearingPoint’s North American public-services unit, and in

May 2009 Deloitte took over the QUEST Project, assuring DUA that it would keep the same
key people on the project.®

The revenue (employer) side of the DUA website was rolled out in December 2009, with
some problems that were addressed fairly quickly. The benefits (claimant) side of the
project, called “Ul Online,” was originally supposed to be completed by April 2011, but had



to be postponed several times due to problems with design and implementation.
Ultimately, after DUA insisted on a contract amendment providing for $10,000 in liquidated
damages for each day the benefits side was overdue, past July 1, 2013,7 it was declared
completed, and Ul Online went live on that date.

Claimants have had problems with many aspects of the new system,8 resulting in their
being denied benefits, in their benefits being held up for weeks, if not months, and in
claimant confusion - all of which have heightened the stress of an already difficult situation
for the unemployed. Ul Online is currently offered only in English. Lack of Internet access
or computer proficiency has also made the system difficult for some claimants. UI Online
also seems geared to people with broadband Internet access, which is less common in the
western parts of the state and among lower-income residents. In addition, many people
who tried to reach DUA shortly after go-live had excessively-long waits, an average of over
an hour in July 2013, according to DUA.? Some claimants have also received notices
informing them that they owe DUA for overpaid benefits, sometimes in extremely large
amounts. Some claimants received multiple daily notices of their overpayment status
and/or were warned that their income tax refunds would be intercepted to recoup the
alleged overpayments.10

DUA claims that, “at the time of the [UI Online] launch, there were roughly 100-300
claimants that were impacted by data conversion [problems] on a weekly basis,”1! which
they imply is a small number in comparison to the over-100,000 people filing for benefits
weekly.12 But if we assume that these 100 to 300 claimants were all first-time users of the
website, then — based on Post-Audit Bureau staff’s estimates that no more than 3,000 initial
claims were filed through Ul Online each week - the actual proportion of claimants affected
by data-conversion issues alone may have been as high as 10%.

Many of these problems may be due to defects in the QUEST system discovered before and
after go-live. According to a spreadsheet produced to the Committee by Deloitte, there
remained, as of March 6, 2014, approximately 100 fixes to UI Online that were yet to be
resolved by Deloitte, from among the 214 found by DUA prior to the October 31, 2013,
contractual deadline for seeking changes at no additional cost to the Commonwealth.13 The
Committee also saw documents reflecting serious concerns at DUA about the project’s
progress and Deloitte’s lack of cooperation with DUA personnel.14

2. DOR MASSTAX2 PROJECT

In 2004, DOR started considering development of an integrated tax system to be known as
MASSTAX2. DOR’s vision for MASSTAX2 was a system that would integrate the full scope
of tax administration functions, while remaining scalable to meet increased demand for
services, and flexible to remain efficient while implementing new technologies into the
system.1>

On February 20, 2009, DOR issued an RFR (request for response) for the new tax system.
Two bidders were disqualified due to problems with their responses.1¢ These
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disqualifications left as finalists only Accenture and Deloitte, which had proposed a COTS
(commercial off-the-shelf) approach using software by SAP.

Toward the end of the evaluation process, the project’s Selection Committee undertook a
Best and Final Offer (“BAFO”) round. Deloitte’s BAFO represented a reduction of more than
20% from its original bid and more than 20% below Accenture’s final bid.1” Prior to the
BAFO, Accenture had held a scoring advantage over Deloitte.18 After the BAFO, however,
Deloitte held the scoring advantage because its slashed bid had improved its score
significantly.1?

Although Deloitte was deemed the apparent successful bidder, the recommendation report
cautioned that Deloitte’s responses to the architectural requirements, which were expected
to have the greatest impact on the success or failure of the MASSTAX2 project, barely met
the minimum thresholds established by DOR.2° As a result of these concerns, the Selection
Committee was unable to reach a consensus on whether Deloitte’s proposal would provide
the Commonwealth and DOR with the best overall value.2! Nevertheless, DOR signed a
contract with Deloitte for the MASSTAX2 project on December 30, 2010.22 Work on the
MASSTAX2 Program was initiated in January 2011.

In order to meet the March 2013 go-live date for the MASSTAX2 initial deployment, user-
acceptance testing (“UAT”)23 began in September 2012. The projected duration for UAT
had been eight weeks with a cost of $1.8 million, but it actually lasted 39 weeks at a cost of
$4.4 million - that is, nearly five times longer and nearly 2% times more expensive than
expected.?* In addition, UAT revealed more than 1,000 defects within the system.?2>

This was not the first inkling of problems. DOR also had ongoing issues with Deloitte’s
performance and disagreements about Deloitte’s responsibilities over a long period of
time.26 Relatively early in the project, in December 2011, DOR had raised concerns with
Deloitte about the parties’ different understandings of the training plan, Deloitte’s inability
to make an agreement with Oracle about use of Oracle software, and the number of IBM
software licenses required.2’ In an Executive Steering Committee meeting on

December 20, 2011, the parties also noted their recognition of risks from “[u]ncovering
significant fit issues late in program development” and “SAP’s ability to meet DOR’s needs
most notably in the areas of P&I [penalties and interest] and Payments” - the latter
referring to the late discovery that, apparently because of incorrect assumptions made by
Deloitte and DOR, the SAP program could not be made to conform to the Commonwealth’s
method of calculating penalties for non-payment.28

As soon as the UAT process was underway, DOR ceased making payments to Deloitte,
based on a determination that the system would not live up to DOR’s vision for the
MASSTAX2 system.2? Shortly thereafter, in August 2013, DOR opted to terminate its
contract with Deloitte - after paying $55 million on the project, including $45 million in
payments - and instead seek a new vendor to complete the project.130




DOR determined that it would be advisable to move forward with a company called Fast
Enterprises, which had previously bid on the project, as its new vendor. DOR therefore
issued a Notice of Intent to Accept a Best Value Offer, which offered competitors the
opportunity to provide a comparable or better offer than Fast Enterprises,31 but no bidders
responded. The Committee understands that DOR executed a contract with Fast
Enterprises in January 2014 for the new system.

3. RMV (ALARS) Modernization

The ALARS modernization initiative of the RMV was launched in March 2009. The RMV’s
legacy computer system had become “an increasingly complex application that [was] at the
end of its useful life,” and “the available workforce that [was] familiar with the aging
technology [was] shrinking at an increasing rate.”32 Online traffic for the RMV site was also
growing by about 8% per year.33 In addition, “[t|he RMV's ability to respond to legislative,
regulatory and general business efficiency changes in a timely and/or cost-effective
manner [was] severely hampered and it [was] unlikely that this situation [was] going to
change.”34

The RMV therefore determined that it was necessary to “replace the original ALARS and
modernize RMV business processes.”3> The goal of the ALARS modernization is to enable
online transactions and to reduce visits to RMV branch offices, providing cost savings to
consumers in the form of avoided travel to the RMV.36 On November 7, 2011, the RMV
posted a Request for Proposal for the ALARS system modernization to Comm-PASS, the
state’s online procurement record system at the time.37 Only two proposals were received,
one from Deloitte, which partnered in its bid with Hewlett Packard, and the other from
MorphoTrust USA.38 The final review by the Selection Committee stated, however, that
“after careful Technical Evaluation it was determined that MorphoTrust USA is NOT a
viable technical solution.”3° A third-party analysis conducted by Gartner Group, a national
research organization, reached the same conclusion.4? In essence, therefore, Deloitte was
the only ostensibly qualified and interested bidder for the RMV Modernization project. On
March 7, 2013, the Massachusetts Department of Transportation (“MassDOT”), parent
agency to the RMV, and Deloitte Consulting LLP signed a Master Development and
Implementation Agreement. The contract amount was approximately $77 million.*!

According to a recent status report provided by Deloitte, the RMV Modernization Project is
currently on schedule,*? and it appears from documents provided to the Committee that
both the program advisory board and management teams have benefited from the
experiences and best practices derived from challenges in other statewide IT contract
implementations. As of the end of February 2014, Task Order 1 of the project (out of five
task orders) was reportedly 89% complete with an expected end date in April 2014.43



FINDINGS AND RECOMMENDATIONS

ORGANIZATIONAL AND MANAGEMENT ISSUES

FINDING 1: On both the DOR MASSTAX2 Project and the DUA QUEST Project, there
was a failure by the vendor (in both cases Deloitte) and the agency to communicate
and work constructively together to move the projects forward on schedule and
produce the optimal product. The Commonwealth’s organizational structure for
these IT projects was too decentralized, and did not provide the comprehensive
support, oversight, and direction needed to ensure the success of the projects.

Despite the requirements for monthly status reports on IT projects to be submitted to ITD,
the Committee has seen no evidence that either ITD, DUA, or DOR leadership quickly took
measures necessary to get the QUEST and MASSTAX2 projects on a more successful path -
even though ITD and agency leadership were apprised that the projects were going off-
track and that Deloitte, the vendor, was not deploying sufficient resources to get the job
done. Both DUA and DOR regularly provided status assessments to ITD and agency
leadership, which showed that these projects had repeated problems from early on.

In March 2011, the DUA QUEST Project Manager informed the DUA Director and ITD that
“the Quest Benefit project is behind schedule and at risk of not being completed in [time]
because Deloitte has not had the appropriate number of resources working this project,
and has been having a serious attrition problem.”44 At various times in 2012, the monthly
status reports provided to ITD also noted the following concerns on the part of DUA:4>

e “DUA Project Mgmt. is not sufficiently included in Deloitte’s review ... and does not have
a clear assessment of the current project status” (June 2012).

o “[Deloitte] disregards DUA management and behaves autonomously ... [M]onetary
penalty to [Deloitte] should be considered as an incentive to eradicate plan slippage ...
Deloitte’s dismissive behavior towards DUA requests ... and their procrastination ...
lend itself to further project delays ... Deloitte does not adhere to new project plan and
continues to miss deliverables ... Deploy[ment] delays may cause DUA [non-
compliance] with Fed. programs” (October 2012).

e “Deloitte impeding DUA’s IT ability to complete enhancements” (November 2012).

o “[Deloitte] attempting to dilute quality measures on ... testing” (December 2012).

In each of those months, project status - using “traffic light” designations of green, yellow,
and red - was “red” for Executive Action, Issues Management, Risk Management, and
overall Project Assessment. Deloitte was aware of DUA’s concerns about its handling of the
project.

DOR, too, had ongoing concerns about Deloitte’s performance and disagreements about its
responsibilities in the DOR MASSTAX2 Project over a long period of time.4®

These problems were allowed to persist too long.



RECOMMENDATION: The Commonwealth’s IT organizational structure should
be reorganized on the following lines, in order to enhance scrutiny, oversight,
and consistency of IT development initiatives:

a. Greater centralization of IT development oversight in ITD, including
procurement and implementation processes. The Commonwealth Chief
Information Officer (“CCIO”) and his or her IT Development staff should oversee
the planning and progress of all IT projects costing more than a certain amount,
as determined by ITD.

b. Creation of an IT Development Department within ITD, whose duties would
be to advise and assist agency and vendor IT staff on the development of new IT
systems. The IT Development Department should include:

1.

2.

An IT Contract Management Unit to assist agencies in preparing
requests for proposals, selecting vendors, drafting contract terms and any
necessary amendments, and reviewing contracts to ensure the
Commonwealth’s interests are protected.

A Project Management Department, staffed with experienced project
managers who could be assigned to agencies to manage particular IT
projects and/or other types of capital projects.

Project Managers should:

Take an active role in governing the vendor, so the vendor does not
control the process, and protect the Commonwealth’s interests.
Help new executive sponsors (agency heads) get up to speed on an
inherited project - and insist that any sponsor take ownership of the
project and remain actively engaged.

Facilitate and mediate communications among agency, IT, and

vendor staff.

Ensure that the design development team is in regular contact with:

0 Future end-users of the system;

o IT staff who handle ongoing IT operations and who will become
responsible for maintaining the system once it goes live and is handed
off to them; and

0 Customers (the agency’s clientele) and their representatives.

During design and implementation, be co-located with the vendor’s

employees and agency staff delegated to the project in order to develop

a more cohesive and productive work environment.

Challenge the agency and vendor to carefully consider all

assumptions underlying both parties’ positions and determine

whether they are realistic.

Coordinate with the CCIO and solicit his or her help when deemed

necessary.



e Step in and take decisive action to redirect a project headed in the
wrong direction, or alternatively assist with the decision on whether to
terminate a contract.

c. Engagement of an experienced independent verification and validation
(“IV&V”) consultant for all large IT projects, those over a certain amount, as
determined by ITD.47
[V&V involves an independent third-party organization mainly to ensure that the
product is structurally sound and built to the required specifications.48

d. Enforcement of consistent and timely status reports
ITD should require agencies to produce status reports on all ongoing IT projects
on a monthly basis (or, more frequently, if insufficient progress is occurring) in a
standard format that includes traffic-light color designations.

e. A greaterrole in IT projects for the Operational Services Division (“OSD”),
including:
e Coordinating more closely with ITD and assisting in the development of
guidelines and protocols for all IT projects
¢ Enforcing consistent rules, and
¢ Conducting audits, to be shared with ITD, after projects are completed

FINDING 2: Since most agencies take on major IT initiatives very infrequently, the
Commonwealth does not have IT-development knowledge comparable to that of IT
vendors.

Most individual agencies take on major IT initiatives very infrequently - sometimes only
once in several decades — whereas, for vendors, such activities are their primary line of
work. Any learning that agency staff gain from such an endeavor is essentially lost to the
Commonwealth if they never again work on such a project. But if that IT experience is
instead concentrated within ITD, its staffers will regularly handle IT projects and gain
expertise that can be applied to future projects, thus building a talent pool and shoring up
institutional knowledge.

The Commonwealth also has no mechanism to gather and retain, for the benefit of future
projects, the particulars of an IT project’s history and/or an agency’s experience with a
particular system integrator or software vendor. This information can be a powerful
learning tool to help understand why projects were successes or failures.

RECOMMENDATION: ITD must also create and maintain a clearinghouse for
information about previous IT projects to:
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(i) Assist with agencies’ due diligence - learning about prospective vendors’
past performance for other public and private entities, including discussions
with other states, where relevant - before a contract is signed.

(ii)  Conduct exit interviews with all parties and gather all other relevant
information, including documentation, after a project’s completion.

(iii) Retain artifacts (analyses, programs, etc.) that are created for each project
so that later IT projects will not need to “reinvent the wheel.”

(iv) Formally document lessons learned, best practices, and other insights,
so that an agency undertaking a new IT initiative is not starting from scratch
and acting alone.

CONTRACT MANAGEMENT

FINDING 3: The Commonwealth needs greater consistency in the contracting of IT
projects.

The Commonwealth does not have a single agency or department with the responsibility
for oversight of designing, managing, and implementing new state IT projects. ITD, with its
focus on IT systems and operations statewide, is in the best position to handle this task, by
taking on greater ownership, responsibility, and accountability.

Because of this lack of consistency, state agencies have entered into IT contracts containing
terms that are detrimental to the Commonwealth on intellectual property (“IP”),
contradicting or undercutting the IP provisions of the state’s Standard Contract Form,
which provides that the Commonwealth shall own any IP created expressly for the
Commonwealth pursuant to contract.#® For example, a provision in DUA’s contract with
BearingPoint for the DUA QUEST project obligates the Commonwealth to pay for
development of the system, but then BearingPoint, using the institutional knowledge
gained through that work, can develop a similar system with only nominal changes and sell
or license it to another state - without having to pay the Commonwealth any royalties.>°
Yet the Committee is not aware of evidence justifying the deviations from the standard
contract provisions in this instance.

Another example is that, in the DOR project, a dispute arose over the training plan. DOR
described Deloitte as proposing to deliver what DOR expected to be training classes as
“Knowledge Transfer” (i.e., informal transmission of information) and that “Deloitte
claim[ed] that the number of class hours is the number of total ‘attendee hours’, not
‘instruction hours.”>1

RECOMMENDATION: ITD, through the IT Contract Management Unit, must
play a greater role in providing structure and guidance for IT projects by
enforcing across-the-board adherence by agencies to ITD policies and
procedures. Standard contracts should be the default for all IT projects, under
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the supervision of a newly-created IT Contract Management Unit (which can also
assist with procurement generally). All of this contract language should be
periodically reviewed and updated by the ITD Contract Management Unit and
should cover at a minimum, the following areas:

a.

Protection of the Commonwealth’s intellectual-property rights

0 Whenever an IT contract includes a provision that allows a contractor to use
[P developed for the Commonwealth for subsequent clients, the contract
price should be substantially diminished or the Commonwealth should
receive just compensation in the form of payments akin to royalties,
and the contract should spell out the justification for the deviation from
the Standard Contract Form and the compensation provided to the
Commonwealth.

Clear, functionally-oriented deliverable-acceptance criteria, and time
periods for review of deliverables that allows flexibility for extensions when
necessary

Testing that is comprehensive enough to fully probe the new system’s
functionality in handling all foreseeable scenarios

Payment method involving a “true up” at completion of each functional

milestone

0 Contracts should provide for periodic (e.g., monthly) incremental payments
with true up only when it is clear that a component of the system is working
properly as intended and that sufficient progress is being made.>2

Training for agency staff, including both end-users and IT operations staff

0 Contracts must require specific, unambiguous requirements for the vendor
to provide training for agency end-user and IT staff, based on the number of
class-hours to be given, and should include a requirement that the contractor
will present additional classes or training upon the Project Manager's
request at specified hourly rates.

A warranty period of at least 9 to 12 months
Financial penalties to the vendor for delays

Specific provisions allowing for termination of the contract if deemed
necessary or beneficial by the client

12



CONTRACT IMPLEMENTATION AND TESTING

FINDING 4: DUA and DOR failed to conduct adequate and thoughtful planning before
and during their IT initiatives.

In the case of DOR, the Committee has seen no evidence that, before accepting Deloitte’s bid
on MASSTAX2, DOR either investigated whether the SAP software Deloitte would be using
could work - or could easily be customized to work - in a state with tax laws like those in
Massachusetts or inquired whether SAP was willing to change the software to
accommodate Massachusetts requirements.

Deloitte, as an experienced system integrator, should have investigated the compatibility of
the SAP software with Massachusetts tax requirements and determined any steps needed
to make it compatible prior to presenting its proposal to the Commonwealth. The
Committee has also seen no evidence that Deloitte, before signing the contract with DOR,
looked into whether either SAP or the Commonwealth would make the accommodations
necessary to allow SAP’s software to work for Massachusetts.

DUA should also have made sure that Deloitte conducted more-careful conversion of data
from its legacy system and tested the converted data thoroughly. Although the Committee
does not believe that data conversion is the cause of all of the problems claimants
experienced with Ul Online, DUA admits that it led to 100 to 300 claimants each week
having problems with their claims.53

RECOMMENDATION: Project development for a large-scale IT initiative should
begin with a thorough planning process in which the essential goals of the
project are well-defined by subject-matter experts and conveyed to agency
leaders and the vendor. Before undertaking such a project, a government
client must prepare a written “business case,” fully documenting the reasons
for the project, any perceived risks (including any need for conversion of data
from the legacy system), and methods for mitigating them.

Essential goals - and metrics to determine success in reaching those goals -
must be well-defined from the start and kept in mind throughout the project.

The business case must include a comprehensive analysis of the anticipated return
on investment (“ROI”) - that is, the benefit that a project is expected to produce.
ITD’s new ROI-calculation tool, called C.A.S.E., appears to be a valuable tool for this
purpose, if it is used properly and performs as promised. At reasonable intervals
after go-live of the project (e.g., one, two, five, and ten years), the Commonwealth
should also compare actual ROI to the C.A.S.E.-predicted RO], in order to verify the
tool’s accuracy.

Agencies should also consider phasing in new IT systems (when appropriate) by
applying the system to a smaller population (e.g., by residence, age, etc.) to test
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whether it operates as intended, and fix any problems before rolling it out to the
entire subject population.

FINDING 5: Problems arose in testing on the DUA and DOR projects that should have
been anticipated. DUA, DOR, and Deloitte all failed to take sufficient care in planning and
conducting the various forms of testing for the development of the QUEST and MASSTAX2
projects. Testing is an area that may receive less than its due - initially, when a vendor is
trying to reduce its bid, and later, if a project starts to run long and over-budget, especially
with increasing pressure to “go live.”

On the MASSTAX2 Project, Deloitte and DOR failed to allow sufficient time for user-
acceptance testing (“UAT”), creating a substantial delay, and the large number of problems
discovered during the lengthy UAT period led DOR to terminate its contract with Deloitte.>*

On the QUEST Project, DUA concluded that Deloitte was “attempting to dilute” the testing
plan,55 and a lack of adequate testing by Deloitte and DUA likely contributed to the many
problems experienced by users of DUA’s new Ul Online system in filing their initial claims.
Notwithstanding efforts by Deloitte and DUA, in the aftermath of a troubled roll-out, to
downplay claimants’ troubles with Ul Online, up to 10% of initial claimants may have had
trouble with their claims due to data conversion issues alone.

RECOMMENDATION: Testing protocols must be prepared as early as possible
and carefully designed. ITD should take an active role in formulating and
reviewing testing protocols, and the Project Manager needs to have a guiding
role as well. For each phase of testing, the details of the testing must be spelled out
at the beginning of the project. Particularly in the case of user-acceptance testing
and parallel testing,5¢ the parties must allocate sufficient time and resources for
testing, in order to have time to work out any problems that may arise.

FINDING 6: DUA and Deloitte did not properly prepare for go-live of UI Online,
resulting in many problems for claimants.

The agency and vendor did not fully recognize, in advance of the go-live of Ul Online,
the types of problems that claimants would encounter in attempting to use the new
system.

DUA and Deloitte did not correctly anticipate the demands that would be put on the
website and phone lines after the Ul Online go-live on July 1, 2013, nor the large
number of claimants who encountered difficulties filing for benefits online or who failed to
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receive expected benefits in a timely manner.>7 Not enough thought was given to the
demands the initial roll-out would place on people, business processes, and technology,
and DUA staff were not adequately trained in how to help claimants address the issues with
which they were confronted under the new system.

As a result, an apparently unanticipated - although thoroughly foreseeable - flood of
claimants sought help from DUA customer-service representatives, either by phone or in
person, but were unable to obtain assistance in a timely manner or at all.

RECOMMENDATION: Agencies must improve their planning for “go-live” of
new IT systems, especially those designed to be used by persons outside of the
agencies, such as consumers or businesses.

Agencies need to prepare better for dealing with practically-inevitable user
and staff challenges and increased usage that will occur in the early weeks and
months of any new system implementation, as customers interact with it for the
first time. Such planning should consider deploying additional staff and other
resources (including phone-line capacity) to deal with website problems and
respond to callers and visitors,>8 establishing back-up plans and workarounds to
minimize disruptions to the agency’s overall mission, and anticipating the needs of
all users - especially those who cannot (or will not) conduct business online, have
limited reading skills in English, or are hard to reach through traditional outreach
channels.

FINDING 7: The DUA and DOR projects offer case studies in how an agency handles
major problems that arise during development of a new IT system. In each case,
agency leadership explored the option of terminating their respective contracts with
Deloitte and turning the project over to a new vendor. However, while DOR chose to take
that course, DUA ultimately decided to stay with Deloitte, albeit with amendments to the
contract terms.>® The Committee uncovered no evidence that a cost-benefit analysis was
ever conducted on the question of whether DUA should have severed ties with Deloitte
when communications between client and vendor broke down.

The Committee did not see evidence that agency leaders on the DUA and DOR projects
remained apprised of their projects’ key goals. The Committee has seen no evidence that
the EOLWD Secretary at the time of the Ul Online go-live was aware of the performance
metrics created to evaluate the success of the DUA QUEST Project and whether the system
designed by Deloitte performed well on those metrics.6°

RECOMMENDATION: Conducting a robust ROI analysis at various stages during
project development and creating a clearly-defined set of measurable goals at the
outset of a project will each assist leadership in determining whether termination of
a contract is in the Commonwealth’s interest.
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Agencies should not be overly cautious about deciding, in conjunction with ITD,
when to terminate a failing project and find a new vendor to bring the agency’s plan
to fruition.

FINDING 8: Large IT projects are more likely to fail.

Large IT projects are much more likely than small projects to fail,®! and the longer a
project is scheduled to last, the more likely it is to run over-time and over-budget,%2 and to
end up outdated by the time it is implemented. All three of the IT projects that were
studied most closely for this report were developed and bid as large, unified projects,
which increased the chance they would ultimately not succeed.

The DUA QUEST Project and the DOR MASSTAX2 Project also followed a “waterfall”
approach to development, meaning that the entire project would come together - and be
tested - only at the end, rather than being built piece by piece with functional testing,
reevaluations of the scope and concept, and software updates at each step, as would be the
case using an “agile” development approach. The vendors - first BearingPoint and then
Deloitte on the DUA project, and Deloitte throughout the DOR project - used this approach
in spite of its inflexible nature and high costs for adaptive modifications over a project’s life.

Using an agile development approach, smaller, shorter projects with functional
deliverables, smaller, shorter projects would be less likely to fail and would be more
flexible and better able to react to:%3
o Newly-imposed statutory and regulatory changes
On the DUA QUEST Project, both agency and vendor cited major changes in
federal laws on unemployment benefits as sources of difficulties with
implementing the project.64
o Problems with the vendor
If problems arise, it will be easier to switch to a new vendor, or even
terminate the contract.
o Changes in agency leadership and other staff turnover

There were transitions in leadership of each of these agencies - EOLWD, DUA, DOR, and
RMYV - as these projects proceeded from conception to implementation, and some of the
problems with both the DUA QUEST and DOR MASSTAX?2 projects undoubtedly resulted
from these changes, as new state leaders were expected to take over sponsorship of
projects without having been involved from the start or fully informed about the genesis of
the projects.

Smaller, shorter projects delivered in functional increments can alleviate the
problem of staff turnover in government, at all levels. A new executive who “inherits” a
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project may not share his or her predecessor’s understanding of the rationale, goals, and
history of the project, nor share the same passion for, and commitment to, the project. But
a shorter project will experience less turnover in participants, and a simpler one is more
readily understood by new leadership and staffers.

Smaller, shorter projects would be more likely to attract a larger number of bidders
- including those capable of handling only parts of a project.

RECOMMENDATION: Large IT projects should be broken down to smaller-
scale projects. Unless there are compelling reasons for doing otherwise, the
Commonwealth should divide traditionally-large IT projects into smaller-
scale (meaning under a standard level, as determined by ITD) functional projects.

FINDING CAPABLE I.T. VENDORS

FINDING 9: The current procurement system unnecessarily narrows the field of IT
project bidders acceptable to the Commonwealth and can result in the selection of a
bidder about which the selection committee harbors serious doubts, as with the DOR
project. Our current method of selection can also, unfortunately, create a situation where
only one contractor appears willing and able to meet the agency’s requirements, as
occurred with the RMV Modernization Project.®> Either way, the Commonwealth may
pay more for a project, and may be presented with less-optimal solutions, than if
there had been more competition among vendors.

RECOMMENDATION: More vendors should be encouraged to bid on the
Commonwealth’s IT projects, by methods including the following:

a. Proposal requirements should be simplified to make it easier and less
expensive for smaller vendors and companies that are not parties to statewide
contracts to submit proposals.

b. Scoring criteria should be kept under wraps to discourage bidders from
structuring a bid to take advantage of the scoring system. Selection procedures
should allow more leeway for selection committees to select a bidder other than
the high scorer, if they have legitimate, articulable concerns about the high
scorer’s ability to accomplish the project properly.

c. The selection committee for an IT project should look warily on any major
reduction in a vendor’s bid during the procurement process, because such a
reduction calls into question whether the vendor will make corresponding
reductions in testing, staffing, quality of staff, or other resources devoted to the
project.

17



CONFLICTS OF INTEREST

FINDING 10: EOLWD hired an employee of its vendor on the ongoing DUA QUEST
Project for a leadership role at DUA, giving rise to a perception of conflict of interest.

While DUA and its parent agency EOLWD were working with Deloitte — successor to
BearingPoint - on the QUEST project, EOWLD hired a former employee of both
BearingPoint and Deloitte for a leadership position at DUA. This hiring created the
perception of a conflict of interest.

RECOMMENDATION: ITD should develop protocols regarding the hiring of
vendor employees for management positions in which they may be required
to directly oversee the work of that same vendor, especially on the same
project. Although such individuals may bring with them a unique understanding of
the vendor and the project, any such benefit may be outweighed by the perception
of possible partiality. The Commonwealth must be aware of this potential issue in
making all hiring decisions.
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CONCLUSION

With more and more essential government operations being conducted online - and more
and more of citizens’ interactions with their government occurring through a computer
screen, rather than face-to-face or over the phone - information technology is now, by
necessity, a critical function for the public sector, and one in which government must
establish a level of competency which it has often not demonstrated to date.

Having examined the procurement, development, and implementation of three IT systems
by the Commonwealth, the Committee concludes that the lessons learned from the three
projects it studied in-depth are universal.

Among them:

e Stronger, consistent, and centralized oversight is required to develop projects and to
keep them on track.

e Large projects should be broken into smaller pieces, whenever possible, to enhance
flexibility and to increase the likelihood of success.

e More attention must be paid to contract language and to testing of new systems as
they are developed.

If the Committee’s findings and recommendations are followed for all major IT projects in
Massachusetts, the citizens of the Commonwealth can expect fewer problems, better
outcomes, and more-productive online interactions with their government in the future.
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