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EXECUTIVE SUMMARY 
 

NEW YORK CITY SCHOOL CONSTRUCTION 
AUTHORITY 
IMPLEMENTATION OF THE ENTERPRISE RESOURCE 
PLANNING SYSTEM 

 
SCOPE OF AUDIT 

 
n the New York City public school system, the construction and major 
rehabilitation of buildings is guided by a capital plan developed by the New 

York City Department of Education.  The individual projects on the capital plan 
are performed by contractors that are hired and overseen by the New York City 
School Construction Authority (SCA).  SCA uses a number of different automated 
information systems to monitor various aspects of these construction projects.  
Since many of these systems are old and not fully compatible with other systems, 
SCA officials felt they were cumbersome and inefficient to use.  Accordingly, in 
June 2000, SCA initiated the implementation of a new system (the Enterprise 
Resource Planning System – ERP) that would replace its older fragmented 
systems.  Our audit addressed the following question about the actions taken by 
SCA in planning and implementing this system during the period January 1, 1999 
through September 30, 2002:  
 

• Has the system been planned and implemented in a manner consistent 
with generally recognized standards for the development and 
implementation of computer systems? 

 

AUDIT OBSERVATIONS AND CONCLUSIONS 
 

e found that, during the first two years of implementation activities, ERP 
system implementation has fallen behind schedule and the expected cost 

of the system has doubled.  We also found that, in a number of critical respects, 
the ERP has not been planned or implemented in accordance with generally 
recognized standards for the development and implementation of computer 
systems. We recommend that significant improvements be made in the 
implementation of the remaining parts of the system.   
 
SCA’s ERP was to be implemented in two phases, with the first phase to be 
completed by April 2001 and the second phase to be completed by June 2003. 
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The cost of implementation was initially estimated by SCA at $5 million. 
However, we found implementation is behind schedule, as it appears that Phase 
One of the process was completed more than a year late.  Due to fiscal 
constraints, contract work for Phase Two was placed on hold and an estimated 
final completion date for the work was not established.  We also found that the 
expected cost of implementation has doubled to at least $10 million. We 
determined that SCA has not formally monitored the cost and progress of 
implementation (e.g., written reports are not produced comparing actual project 
costs and the progress to-date against estimated costs and scheduled 
completion dates), and the project’s cost reported to upper management in the 
agency’s budget have not been fully disclosed.  We recommend that the 
remainder of the system’s implementation be formally monitored by SCA 
management, and complete project costs be reported to upper management and 
the governing Board of Trustees.  (pp. 5-7)  
 
Certain critical actions should be taken by government agencies when they plan 
and implement major computerized systems.  These actions are described in 
guidelines published by the United States General Accounting Office.  However, 
we found that SCA either did not take, or did not adequately take, many of these 
actions.  For example, when SCA planned for the type of system that it would 
implement, it did not perform a cost benefit analysis and did not formally consider 
different alternatives for implementation. As a result, SCA’s new enterprise 
resource planning system is more likely to be delayed, and the cost of system 
development is more likely to be higher than necessary.  (pp. 8-10)  
 
The first phase of SCA’s new enterprise resource planning system was 
implemented by a contractor.  We examined the RFP for this contract and found 
that it was not sufficiently specific in its description of SCA’s requirements.  As a 
result, SCA was less able to define the actions that needed to be taken by the 
contractor in its system development activities and less able to hold the 
contractor accountable for any system failures.  We also examined the process 
used by SCA to approve the work performed by the contractor.  We found that 
the actions taken by SCA in approving much of this work were not documented.  
In the absence of such documentation, there is less assurance that SCA was as 
thorough as it should have been in evaluating the functionality of certain parts of 
the system.  If SCA’s evaluations of system functionality were not as thorough as 
they should have been, there is less assurance that the Phase One systems will 
function as intended and meet the needs of their users.  We note that some of 
these users told us they are not receiving all the reports and data they had 
expected to receive from the new system.  We made recommendations to SCA 
to reduce the potential problems noted above in any future like contracts.  (pp. 
15-19) 



 

  

COMMENTS OF DEPARTMENT OFFICIALS 
CA officials generally agreed with our recommendations and stated that 
many of the recommendations have already been implemented. 
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INTRODUCTION 
 

Background 
he New York City School Construction Authority (SCA) is 
responsible for the design, construction and major 

rehabilitation of New York City’s public schools.  These activities 
are guided, for the most part, by five-year capital plans that are 
developed by the New York City Department of Education 
(which was formerly known as the New York City Board of 
Education). 
 
SCA, which was created by the State Legislature in 1988, is 
governed by a three-member Board of Trustees: The members 
are the DOE chancellor or acting Chancellor, one appointee of 
the governor and one appointee of the mayor. The appointee of 
the mayor serves as the chairman of the board of trustees.  The 
construction and major rehabilitation projects administered by 
SCA are performed by contractors that are hired and overseen 
by SCA. 
 
The first five-year capital plan for New York City’s public schools 
covered the five years ended June 30, 1994.  This plan totaled 
$4.3 billion and focused on major construction projects.  The 
second capital plan, which covered the five years ended June 
30, 1999, totaled $4.9 billion and focused primarily on capital 
improvement projects.  The third capital plan, which covers the 
five years ending June 30, 2004, originally totaled $7.2 billion 
but had been reduced to $5.1 billion as of December 2002. 
 
These capital plans include hundreds of individual projects, 
each with its own estimated cost and estimated completion 
date.  SCA is responsible for monitoring the cost and progress 
of each individual project.  SCA has been criticized because 
many of these projects have not been completed on time or 
within budget.  For example, a number of projects in the 1999-
2004 five-year plan have significantly exceeded their budgets.  
As a result, all the projects on the plan cannot be completed, 
and the New York City Department of Education now has to 
determine which projects can be completed with the funds that 
remain.  
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SCA uses various automated information systems to monitor 
the cost and progress of its projects.  The various systems track 
different aspects of different projects, and are not always 
compatible with one another.  Beginning in 1996, SCA engaged 
a series of consultants to evaluate the functionality of its 
computer systems.  At the time of these assessments, SCA 
used at least 79 such systems, including many older legacy 
systems. The consultants determined that the many systems 
were cumbersome and recommended that they be centralized 
or consolidated to some extent. 
 
In accordance with these recommendations, SCA officials 
decided to consolidate their various information systems and, in 
particular, implement the type of system that was recommended 
by one of the consultants: an enterprise resource planning 
system. This system consists of individual modules that are 
focused on major business processes, such as human resource 
management and budgeting, while providing for organizational 
standardization and a single organization-wide database. 
 
SCA’s new Enterprise Resource Planning (ERP) system was to 
contain two types of modules: financial system modules and 
project management system modules.  In Phase One of the 
system’s implementation, the financial system modules were to 
be developed and installed using Oracle Corporation software; 
in phase two of the implementation, the project management 
system modules were to be developed using Primavera 
Expedition software. In June 2000, one of the Big Four 
accounting firms was contracted to implement phase one of the 
project (the financial system modules).  According to the 
contract, the implementation of this phase was to be completed 
by April 2001.  Phase Two of the project (the project 
management system modules) was to be implemented through 
a separate contract. 
 
SCA’s initial estimate presented to its Board stated that it would 
cost $5 million to develop and implement the ERP system.    
However, this was subsequently increased, and as of 
September 30, 2002, these costs were expected to total at least 
$10 million.  At that time, SCA indicated that Phase One of the 
project was substantially completed, and the contract for Phase 
Two was about to be put out to bid. 
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Audit Scope, Objective and Methodology 
 

e audited the actions taken by SCA in planning and 
implementing the ERP system during the period January 

1, 1999 through September 30, 2002. The objective of our 
performance audit was to determine whether this system has 
been implemented in a manner consistent with the United 
States General Accounting Office and the Information Systems 
Audit and Control Foundation (COBIT) guidelines generally 
recognized for the development and implementation of 
computer systems.  These guidelines are used by government 
and private industry as information technology standards. 
 
To accomplish our objective, we interviewed employees of SCA 
and the New York City Department of Education.  In addition, 
we reviewed SCA’s contract for the implementation of Phase 
One of the project, documentation relating to actions taken in 
implementing Phase One and Phase Two of the project, 
minutes of meetings and reports relating to the ERP system, 
and bylaws and meeting minutes for the SCA Board of 
Trustees. 
 
We conducted our audit in accordance with generally accepted 
government auditing standards.  Such standards require that we 
plan and perform our audit to adequately assess those 
operations of SCA that are included in our audit scope.  Further, 
these standards require that we understand SCA’s internal 
control structure and compliance with those laws, rules and 
regulations that are relevant to the operations that are included 
in our audit scope.  An audit includes examining, on a test basis, 
evidence supporting transactions recorded in the accounting 
and operating records and applying such other auditing 
procedures as we consider necessary in the circumstances.  An 
audit also includes assessing the estimates, judgments and 
decisions made by management.  We believe that our audit 
provides a reasonable basis for our findings, conclusions and 
recommendations. 
 
We use a risk-based approach when selecting activities to be 
audited.  This approach focuses our audit efforts on those 
operations that we have identified through a preliminary survey 
as having the greatest probability for needing improvement.  
Consequently, by design, finite audit resources are used to 
identify where and how improvements can be made.  Thus, we 
devote little audit effort to reviewing operations that may be 
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relatively efficient or effective.  As a result, our audit reports are 
prepared on an “exception basis.”  This report, therefore, 
highlights those areas needing improvement and does not 
address activities that may be functioning properly. 
 

Response of SCA Officials to Audit 
 

 draft copy of this report was provided to SCA officials for 
their review and comment.  Their comments have been 

considered in preparing this final report and are included as 
Appendix B. 
 
SCA officials generally agreed with our recommendations and 
stated that many of them have already been implemented. 
 
Within 90 days after final release of this report, as required by 
Section 170 of the Executive Law, the President of the New 
York City School Construction Authority shall report to the 
Governor, the State Comptroller, and the leaders of the 
Legislature and fiscal committees, advising what steps were 
taken to implement the recommendations contained herein, and 
where recommendations were not implemented, the reasons 
why. 

A
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PROJECT PLANNING AND IMPLEMENTATION 

 
ertain actions should be taken by government agencies 
when they plan and implement major computerized systems 

such as the ERP project costing system. However, we found 
that SCA either did not take, or did not adequately take, many of 
these actions.  For example, when SCA planned for the type of 
system that it would implement, it did not formally consider 
different alternatives for implementation, and once the decision 
was made to implement the ERP system, there was little 
documentation of either senior management or system users 
involvement in its development.  In addition, the cost and 
progress of the ERP project was not formally monitored. 
 
Our audit shows that the cost of the ERP Project was already 
doubled from $5 million to $10 million and Phase One was 
completed at least one year later than expected.  The 
completion date for Phase Two was not set at the time of our 
audit. 
 

Project Cost and Progress 
 

he cost and progress of a multi-million dollar project, such as 
the ERP project, should be formally monitored by 

management.  Budgets and expected completion dates should 
be established for the various component parts of the project, 
actual costs and progress should be compared to these 
estimates, and corrective action should be taken when the 
actual costs significantly exceed the budgets or the completion 
of critical tasks falls significantly behind schedule.  In the 
absence of such monitoring activities, project costs are less 
likely to remain within their budgets and critical tasks are less 
likely to be completed according to schedule. 
 
We examined the actions taken by SCA management in 
monitoring the cost and progress of the ERP project.  We found 
that SCA has not established a formal system for monitoring the 
project’s cost and progress.  For example, SCA officials 
informed us they do not produce written reports comparing 
actual project costs and the progress to-date against estimated 
costs and scheduled completion dates.  In addition, we found no 
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indication SCA initially established either a total cost estimate or 
scheduled completion dates for the various stages of the 
project, nor did they establish a cost code for the ERP project so 
that they could account for all the costs incurred in relation to 
the project.  In the absence of a formal monitoring system, SCA 
officials were less able to exercise control over the cost and 
progress of the ERP project.  As was previously noted, the 
expected cost of the ERP project has increased significantly and 
the completion of the Project is behind schedule.  The following 
summarizes the cost and progress of the ERP project from its 
inception in June 2000 through September 30, 2002. 
 
According to the fiscal year 2000-01 budget for SCA the 
development and installation of the entire ERP system, was to 
cost $5 million.  SCA records indicate that $1.7 million was 
spent during that year.  An additional $6.5 million was budgeted 
for the following year, increasing the total expected costs for the 
project to about $8.2 million.  However, the amounts budgeted 
by SCA only covered Phase One of the project.  These 
implementation costs were further increased in August 2002 
when a $1.1 million amendment was added to the contract with 
the CPA firm for the implementation of Phase One.  In response 
to our preliminary findings, SCA officials indicated that the ERP 
costs for Phase One totaled $9,985,187.  
 
In September 2002, SCA officials were preparing to issue a 
request for proposal (RFP) for Phase Two of the ERP project.  
At that time, SCA officials estimated that this contract would 
cost at least $600,000.  Adding the preliminary estimate of 
$600,000 for Phase Two to the costs already identified for 
Phase One, brought the overall estimate of costs for the ERP 
project as of September 30, 2002 to almost $10.6 million; 
double what was originally presented to the SCA Board. 
 
According to the contract, the scheduled completion date for 
Phase One of the project was April 2001.  However, SCA did 
not accept all the work on Phase One until over a year later 
(August 2002).  According to SCA’s Strategic Plan for 
Information Technology, which was prepared in June 2002, as a 
result of the completion of Phase One, 22 non-integrated 
computer applications had been replaced by 10 fully integrated 
ERP modules, thereby reducing the total number of applications 
from 79 to 67. 
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When the ERP Project was initiated in June 2000, no plans or 
reports were prepared to establish a final project completion 
date that would cover Phase Two work.  However, an August 7, 
2002 Authorization Letter for the modification to SCA’s 
agreement with the contractor states that the interfaces between 
the Phase One systems (financial management) and Phase 
Two systems (project management) were to be completed by 
June 2003.  
 
SCA officials indicated that, due to current fiscal constraints, 
Phase Two contract work has been put on hold.  SCA now 
plans to complete this work using its in-house resources.  No 
separate cost estimates have been developed for this work, nor 
has an estimated completion date been determined.   
 
SCA officials responded that project cost is controlled through 
the annual agency wide budget process. In this process, cost 
estimates are developed for the agency’s major activities, and 
these budgeted amounts must be approved by SCA’s 
management, including the Board of Trustees.  We agree that a 
certain level of management control can be exercised through 
such a budgeting process.  However, this level of control is far 
more general than the control provided by a detailed monitoring 
system focusing on the specific costs and specific activities of 
the ERP project. 
 
In addition, the control provided through the annual budget 
process was not as effective as it could have been, even on a 
general level, because the full cost of the ERP project was not 
reported in the budget.  While the amount reported in the budget 
included the cost of the contract for Phase One and the cost of 
the hardware and software needed for Phase One of the 
project, it did not include the cost of Phase Two of the project 
and the cost of using in-house staff. As a result, the SCA Board 
of Trustees and SCA’s upper management could not rely on the 
budget to inform them about the extent of the costs that were 
likely to be incurred in the implementation of the ERP project.   
 
We recommend that a formal system be developed for 
monitoring the cost and progress of Phase Two of the ERP 
project, and that the system account for and monitor all costs 
related to the Project.  We further recommend that this system 
be used to keep the Board of Trustees and upper management 
fully informed about the cost and progress of the ERP project. 
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Initiating System Development  
 

ertain actions should be taken by a government agency 
before it initiates the development of a multi-million dollar 

computer system, such as the ERP project.  These actions are 
described in guidelines published by the United States General 
Accounting Office (GAO). If these actions are not taken, the cost 
of system development may be higher than necessary, the 
implementation of the system may take longer than necessary, 
and the system that is implemented may not fully meet the 
needs of its users. 
 
According to the GAO guidelines, the system development 
process should be clearly linked to the agency’s program needs, 
the agency's overall strategies, and government-wide policies 
and standards.  To meet these goals, the guidelines 
recommend that an agency planning to implement a new 
computer system perform the following actions: 
 

• Define agency needs - The agency should develop a 
formal needs statement.  This statement should describe 
the information technology needs of the agency’s users 
as identified through the agency’s formal strategic 
planning process.  The needs statement should include a 
description of existing system architecture and functions 
to be supported, and justification for proposed changes, 
such as correcting deficiencies in existing capabilities, 
complying with new or changed program requirements, 
or taking advantage of opportunities for increased 
economy and efficiency.  

 
• Define system requirements - The agency should 

formally define its requirements for the new system.  
These requirements should be based on needs that have 
been identified and validated by users, and should be 
expressed primarily in functional terms.  

 
• Identify and assess alternatives - After identifying its 

requirements, the agency should identify and assess 
alternatives for cost-effectively meeting those 
requirements.  The approach selected should reflect an 
understanding of what is available in the commercial 
market as well as what is available within the 
government.  Approaching the acquisition this way will 
lessen, but not eliminate, the risk that an agency may 
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select an alternative that does not fully meet user 
requirements or that is unnecessarily complex and 
expensive.  The identification and assessment of 
alternatives should be documented in a format such as a 
decision paper.  Economic and risk analyses should 
accompany or be a part of the decision paper. 

 
• Conduct market research - The agency’s efforts to 

identify alternatives should include market research of 
available products and services. 

 
• Analyze cost/benefits - The agency’s decision should 

be justified by a cost/benefit analysis. 
 

SCA officials stated that they did not formally identify and 
assess alternatives, and did not perform a cost/benefit analysis 
to support their decision to implement an ERP system. They 
indicated that they did define the agency’s information 
technology needs and did define the system’s requirements in 
terms of these needs.  However, the documents provided to us 
in support of these actions indicate that SCA did not fully comply 
with the GAO guidelines.  For example, the documents did not 
have the system’s workload requirements detailed out, nor did 
they have evidence to what user needs were considered. 
 
In the absence of a cost benefit analysis and a formal 
assessment of alternatives, SCA officials cannot be reasonably 
assured that the ERP system will meet the needs of the 
agency’s users and will be consistent with the overall system 
strategies and architectures used by SCA. In the absence of an 
analysis of alternatives, SCA officials lack assurance that their 
implementation decisions were justified and prudent. 
 
In response to our preliminary findings, SCA officials indicated 
that they relied on the contractor’s implementation methodology 
for the ERP project. We reviewed the documentation that SCA 
officials provided to us for this methodology and did not find 
support that this methodology addressed critical system 
development initiation activities such as involvement of end 
users in the planning phase and preparing and working from a 
needs analysis.   
 
Moreover, in July 2001, more than one year after the Phase 
One contract had been initiated, SCA engaged Gartner 
Consulting to assess the risks associated with the ERP project 
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and to recommend ways of minimizing these risks.  The results 
of this assessment are discussed in detail later in this report.  
However, one of the major observations made was that the 
scope of the ERP project was not adequately defined.  The 
scope of a system development project is less likely to be 
properly defined when the needs of the system’s users are not 
adequately identified and the system’s requirements are not 
defined in accordance with the GAO guidelines. 
 

Guiding System Development 
 

nce a decision has been made to implement a particular 
computer system, further actions are needed during the 

system development process if management is to maintain 
adequate control over the cost, progress and effectiveness of 
the process.  According to the GAO guidelines, the following 
actions should be taken by a government agency after it initiates 
the development of a computer system: 
 

• Ensure the involvement of senior management - The 
agency should establish a steering committee or other 
oversight body that is composed of senior managers 
(such managers are defined as those who have overall 
agency responsibility for strategic objectives).  The 
committee should oversee the system development 
process to ensure that the process is consistent with 
agency's development goals and overall strategic 
objectives.  The responsibilities of the committee’s 
members should be specified in writing.  In addition, one 
or more senior managers should act as system sponsors, 
with sufficient authority to ensure that applicable 
resources are available for the project.  The involvement 
and support of senior management throughout the 
development process is essential for success. 

 
• Ensure the involvement of system users - Users are 

those who will operate or rely on the system under 
development.  They should be involved and provide 
support throughout the development process to ensure 
that their requirements are understood and that the 
resulting system is both accepted and used.  User 
involvement should be sustained from the needs 
determination phase through final acceptance and 
implementation.  User involvement will help avoid the 

O
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development of products that ultimately do not meet 
agency requirements. 

 
• Assign a qualified project management team - The 

system development process should be undertaken by a 
project management team that is headed by a project 
manager.  The project manager should have sufficient 
authority and an appropriate mix of skills and experience 
to successfully manage the project.  The other members 
of the team should be assigned clear roles and 
responsibilities, which should be specified in writing.  The 
team should include members who are skilled in the 
information technology procurement process, understand 
the technology, and have experience in managing 
contracts. The team should also have members 
knowledgeable about the programs that the new system 
is to support. 

 
The GAO guidelines also recommend that the agency develop 
formal policies and procedures for the entire system 
development process. 
 
We examined the actions taken by SCA officials in managing 
the system development process for the ERP project to 
determine whether they were consistent with the actions 
recommended by the GAO guidelines.  We found that SCA did 
assign a project management team to the development process, 
as recommended by the guidelines.  However, SCA officials did 
not provide us with any decision papers, memoranda, or other 
records of senior management oversight and approval of 
system development objectives and plans and SCA officials did 
not provide us with any program management directives or 
other written directives from senior managers stating goals and 
objectives for the development process and delegating authority 
to carry out the process.  While there were indications that 
officials from the New York City Department of Education had 
input into the development of Phase One, these officials stated 
they did not have any input in its acceptance. 
 
We also found that SCA has not established formal policies and 
procedures to guide its system development activities.  In 
particular, SCA has not established policies or guidelines 
addressing the role and structure of steering committees or 
other oversight bodies.  If senior management and system users 
were not significantly involved in the development of the ERP 
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project, as appears to be the case, the project is far less likely to 
meet the goals of the agency and the needs of the users.  We 
note that, in its assessment of the ERP project, Gartner 
Consulting found indications that neither senior management 
nor system users were sufficiently involved in the system 
development process, as it observed that: 
 

• Decisions were made without management 
understanding and support.  

 
• Users were not sufficiently involved in the testing 

process.  
 

• The project management team was staffed with 
inexperienced employees by SCA and the Phase One 
contractor. 

 
• There were significant gaps in training, testing, and 

conversion planning and execution. 
 

• User training was held too early, and the content was too 
general. 

 
• Communication among SCA management, users and the 

project team was poor. 
 
These weaknesses in the system development process may 
have been caused, in part, by SCA’s lack of formal policies and 
procedures for the process. 
 
In response to our preliminary findings, SCA officials indicated 
that the President of the SCA had ordered the Gartner Group 
study to provide an independent review of the status and risk of 
going live with the ERP Project at the fiscal year end.  They 
indicated that Gartner provided an overall opinion that the 
project was 20-30 percent under funded and under staffed 
based on similar projects.  SCA also agreed that it did not have 
policy or guidelines related to the structure of steering 
committees or other oversight groups. 
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Recommendations 
 
1. Formally monitor the cost and progress of Phase Two of 

the ERP project, and any other major system 
development projects that are undertaken in the future, 
by establishing cost estimates and scheduled completion 
dates for the various stages of the project and producing 
periodic written reports comparing actual project costs 
and progress to-date against the estimated costs and 
scheduled completion. 

 
2. Take corrective action when the actual costs significantly 

exceed the budgeted costs and when the completion of 
critical tasks falls significantly behind schedule. 

 
3. For Phase Two of the ERP project, and any other major 

system development projects that are undertaken in the 
future, regularly distribute to SCA’s Board of Trustees 
and upper management written reports comparing actual 
project costs and progress to-date against the estimated 
costs and scheduled completion dates. 

 
4. When monitoring and reporting the cost of Phase Two of 

the ERP project, and any other major system 
development projects that are undertaken in the future, 
identify and account for all project costs, including the 
cost of the time spent by SCA staff. 

 
5. Before initiating the development of new computer 

systems, define the agency’s needs and identify and 
assess alternatives in a manner consistent with the GAO 
guidelines for system development. 

 
6. Establish formal written policies and procedures for the 

development of computer systems that are consistent 
with the GAO guidelines for system development. 

 
7. In Phase Two of the ERP project and all future system 

development projects, monitor the development process 
to ensure compliance with the GAO guidelines for system 
development, and involve senior management and 
system users in the process. 
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PHASE ONE CONTRACT  
 

ystem development projects often require the services of 
one or more contractors.  These contractors often adapt or 

install specialized software for the system and test the 
functionality of the system.  If adequate control is to be 
maintained over the cost, progress and effectiveness of an 
agency’s system development efforts, the contracts with the 
consultants who participate in the efforts must be adequately 
controlled. 
 
We examined SCA’s controls over its contract for Phase One of 
the ERP project (the financial systems).  We identified control 
weaknesses in two critical aspects of this contract: (1) the 
Request for Proposal (RFP) in which SCA was to specify what 
was to be required of the contractor and (2) the process used to 
approve the work performed by the contractor.  As a result, SCA 
has been required to process changes to the original contract, 
at a potentially increased cost. 
 

Contract RFP  
he GAO guidelines for computer system development 
recommend that solicitation documents such as RFPs 

provide the information necessary for vendors to propose 
equipment, software and services that will meet the agency's 
requirements.  Since the RFP becomes part of the binding 
contract once a proposal is made and accepted, it is particularly 
important that the RFP be as clear and comprehensive as 
possible.  If the RFP does not accurately and clearly specify the 
agency's requirements, or if the factors used by the agency in 
evaluating responses to the RFP do not accurately reflect the 
agency's priorities, then the system that is developed by the 
contractor may not fully meet the agency’s needs. 
 
We examined the RFP for Phase One of the ERP project.  We 
found that this RFP was not sufficiently specific in its description 
of SCA’s requirements.  The need for additional information is 
shown by the written comments that were submitted by potential 
bidders, examples of which follow: 
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• The RFP did not explain what project completion 
entailed. 

 
• The RFP did not indicate the expected phase of 

installation for the seven Oracle modules and the 
sequence of the installation of the modules. 

 
• The RFP did not state what SCA legacy applications 

would require integration with the Oracle modules and 
which legacy systems were to be replaced by the Oracle 
ERP implementation.  It also did not explain what 
“evaluation of Legacy systems” would entail.  It also did 
not explain what interfaces were envisioned, and 
between which systems. 

 
• The RFP did not explain what data was to be converted, 

from what source, and to which destination.  It also did 
not indicate the format, location and data base source of 
the data to be converted. 

 
• The RFP did not identify SCA reporting requirements. 
 
● The RFP did not explain how many people were to be 

provided with implementation training and what roles and 
duties these people would be filling.  The training time 
period was not identified. 

 
• The RFP did not explain the time period for the provision 

of support services and the expected nature of the 
support services. 

 
We further note that the ERP project manager told us he also 
believes the RFP was too general. 
 
We believe the lack of specific requirements in the RFP may be 
due in part to certain weaknesses that were previously noted in 
this report.  In particular, SCA did not fully identify the needs of 
the system’s users contrary to the GAO guidelines for computer 
system development.  As a result, these specific needs were not 
available for use in the RFP.  We also note that while SCA 
engaged a consultant, it did not hold any pre-solicitation or pre-
proposal conferences with potential vendors in order to seek 
industry views on its planned project.  Such conferences can be 
used to obtain information about what is available and to 
encourage competition for the contract. 
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In the absence of an appropriately detailed RFP, SCA was less 
able to define the actions that needed to be taken by the 
contractor in its system development activities, and is less able 
to hold the contractor accountable for any failures in system 
performance.  For example, the original contract stated only that 
there would be an “interface with DSF”.  The RFP did not define 
how this interface would or would not occur.  It was 
subsequently determined that this would be accomplished by 
constructing a new intake system for DSF.  This was a large 
project. 
 

Contract Deliverables 
 

he contractor for Phase One of the project was expected to 
perform certain work.  Generally, the contractor was 

expected to install and test certain financial systems (e.g., 
general ledger, accounts payable, budgeting, purchasing, 
grants, and asset management systems), provide user manuals 
for these systems, and train SCA staff in the use of the systems.  
According to the terms of the original contract, the work 
performed by the contractor was to be documented in various 
reports and other types of documents that are specified in the 
contract, and this documentation was to be submitted for SCA’s 
approval before the contractor could be paid.  These packages 
of documentation were referred to as the contract deliverables, 
and the contractor was required to provide SCA with a total of 
79 separately defined deliverables.  The 79 deliverables were to 
be accepted, and paid for, by SCA on the following basis: 
 

1) acceptance criteria to be established in the initiation 
phase of the project;  

 
2) the acceptance process as described in the contractor’s 

formal proposal; 
 

3) a written notice of substantial completion signed by SCA 
upon the contractor achieving substantial completion, 
which was to be sent to the contractor with a list of 
outstanding items; and  

 
4) a letter of completion signed by SCA after the 

outstanding items were completed. 
 
Our audit of the documentation that SCA provided (for the 71 
deliverables) indicated that 46 of the 71 deliverables were 
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accepted in accordance with contract requirements.  However, 
the status of the 25 remaining deliverables was not adequately 
accounted for by this documentation.  For 18 of the 25 
deliverables, the documentation did not indicate whether the 
deliverable had been accepted or rejected by SCA; for 7 of the 
25 deliverables, the documentation indicated that the 
deliverable had been rejected by SCA, because the required 
work had not been completed to SCA’s satisfaction.  Despite 
our repeated requests for documentation relating to any follow-
up action that might have been taken in response to the seven 
rejections, no further documentation was provided in relation to 
these seven deliverables.  
 
Therefore, on the basis of the documentation that was provided 
to us, we were able to confirm SCA’s acceptance for only 46 of 
the 79 contract deliverables.  Moreover, in the absence of due 
dates, we were unable to evaluate the timeliness of any of the 
deliverables. 
 
SCA officials informed us that they modified the method by 
which they approved the contract deliverables by amending the 
contract.  This was caused by SCA’s concerns about the 
operation of the system as they approached the date the system 
was intended to start operating.  These concerns caused them 
to hold the contractor in default, which in turn led to negotiations 
with the contractor.  During negotiations, an alternative method 
was agreed upon for the review and acceptance of the work.  In 
effect, the contractor and SCA met and reviewed the system’s 
functionality.  SCA officials state that as of April 2003, they have 
accepted all of the Phase One work from the contractor. 
 
The SCA Vice President for Information Technology told us that 
Phase One of the ERP project was essentially completed and 
all work was accepted as of April 2003.  He stated that the only 
work that remained to be done by the contractor in relation to 
Phase One was to develop the interface links between the 
Oracle-based Phase One systems and the Primavera-based 
Phase Two systems, and these links cannot be developed until 
the Phase Two systems have been completed.  He stated that 
SCA’s acceptance was not documented for some deliverables 
because a change was made in the process that was used by 
SCA to evaluate the work performed by the contractor.  As a 
result of this change, the contractor was no longer required to 
submit documents or reports showing that the deliverables had 
been completed as required.  Instead, the contractor was 
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required to demonstrate to SCA that the various aspects of the 
Phase One financial system modules performed as required.  
Once this was done, SCA accepted the work performed by the 
contractor. 
 
Although the changes to the contract allowed SCA to accept the 
work without all of the documentation called for by the original 
contract, we question why SCA’s evaluations of system 
functionality were not documented.  We also question whether 
evaluations of this nature can be sufficiently thorough if the 
evaluation process is not formal, and accordingly, documented 
to some extent.  In the absence of such documentation, there is 
less assurance that SCA was as thorough as it should have 
been in evaluating the functionality of certain parts of the 
system. 
 

Recommendations 
 
  8. Future system development RFPs should include 

complete and specific descriptions of SCA’s 
requirements. These descriptions should include a needs 
statement and a requirements analysis prepared 
consistent with guidelines for system development such 
as those of GAO.  

 
  9. Document the acceptance of contract deliverables for 

system development projects.   
 
10. Make sure that due dates for the project deliverables are 

prepared and become part of system development 
contracts.  Document the contractor’s performance in 
meeting these dates. 
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