Council Meeting of
June 13, 2006

Honorable Mayor and Members
of the City Council

City Hall

Torrance, California

Members of the Council:

SUBJECT: Approval of a contract with New World Systems

RECOMMENDATION

The Finance Director and Information Technology Director recommend that your Honorable
Body approve a contract with New World Systems for City-wide financial software in the
amount of $435,820 for the purchase, implementation and annual maintenance for the first
year.

Funding

Funds for the purchase and implementation are available in the 2005-2006 Capital
Improvement Fund (FEAP 119). Funds for the annual maintenance are available in the
Communications and Information Technology Department’s operating budget.

BACKGROUND

In July 1998, the City replaced “FAMIS” (the City-wide financial system) with PeopleSoft.
The “FAMIS” system was originally purchased in 1989 and was not year 2000 compliant.
The acquisition represented the purchase of financial system applications that included
general ledger, accounts payable, purchasing, projects, and fixed asset modules.

Staff is concerned with the cost of running PeopleSoft as costs continue to increase.
PeopleSoft releases a new version of their software about every 18 months and
recommends clients implement these upgrades and only provides annual maintenance to
its’ last three versions (current plus 2). The cost of implementing a major upgrade ranges
from approximately $150,000 to $200,000. To minimize cost, staff has elected to implement
every other upgrade.

In addition to the cost of upgrades, concern exists with the rising increases in annual
maintenance costs. In 2000, the annual maintenance cost was $77,161 compared to the
current annual cost of $83,423. In addition, in January 2005 PeopleSoft was acquired by
Oracle (an industry giant software company) in a hostile takeover. One of the major
concerns that staff has with the Oracle takeover is the company’s overall business
plan/strategy for the financial applications. Current information suggests that Oracle is
funding its research and development team in a direction to merge its own financial
application with PeopleSoft's application. The outcome of this merged application and
migration path for PeopleSoft application users is unknown.
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The City is currently standardized in storing all of its computer information using Microsoft
SQL Database where as Oracle has its own database. Oracle may require its new system
to run within its own database. A change to the database would require retraining of IT staff
and require the City to support two different database platforms as Microsoft SQL Database
would remain for other City applications. With increasing upgrade and maintenance costs
and a potential costly (both labor and financial) change over to Oracle’s database, staff
began looking for another software company who could provide similar or better service
while reducing upgrade costs and leveraging existing investments in the Microsoft SQL
Database.

ANALYSIS

In July 2005, request for information (RFI) packages were sent to eight (8) financial
software companies to determine if there were any companies who had a product that met
the City’s informational and financial software interest. Seven software companies
responded favorably. Staff developed a detailed script of its financial software needs. The
script (see comprehensive script-attachment A) contained questions relating to budgeting,
purchasing, general ledger, fixed assets, accounts receivable, accounts payable and
communication technical questions.

On August 12, 2005 the City received seven formal responses to the City’s RFI and as such
began the evaluation process. An evaluation team comprised of employees from the
Communication Information and Technology Department and the Finance Department was
created in order to fairly review and access the packages that were submitted.

Of the seven companies that responded, three companies submitted proposals that closely
met both the technical and functionality criteria that were defined in the outlined scripts.
New World Systems, Sun Guard Bi-Tech and EA Consulting were asked to present their
software solution package to the evaluation team.

Two companies presented outstanding software solutions which easily met the City’s
interest. EA Consulting’s software solution had some merits but did not address all the
needs of the City. The evaluation team had a very difficult time in determining which of the
two companies (New World Systems and Sun Guard) should be selected so the companies
were asked to perform a second more comprehensive demonstration of their software
system.

After seeing the two demonstrations from both companies and discussing contractual terms
with both, it was determined that New World System was the best fit for the City of
Torrance. In the end, New World Systems came in with an excellent product which features
“state of the art” technology at a lower cost (approximately $40,000 below Sun Guard) and
its technology closely fit the direction of the City’s Communication Information Technology
Department.

Additionally, when compared to PeopleSoft, New World Systems’ annual maintenance cost
is 50% below PeopleSoft and, at its peak (within 10 years), it will only be $58,275 where
PeopleSoft's annual maintenance cost is currently $83,000. The cost of upgrades for New
World Systems is approximately $20,000 and PeopleSoft is approximately $170,000 per
upgrade.



A recap of the cost data is as follow:

Company New World Systems Sun Guard PeopleSoft
Acquisition Cost $394,380 $448,179 N/A
Maintenance 41,440 29,647 83,000
Upgrades 20,000 20,000 170,000

Due to the functional screen presentation enhancements, technical compatibility, reduced
maintenance and upgrade cost, staff recommends that your Honorable Body approve a
contract with New World Systems for the purchase of the City’s new City-wide financial
system.

Respectfully submitted,

ERIC E. TSAO
FINANCE DIRECTOR
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Assistant Finance Director”

CONCUR:

;@szric E. Tsao

~§  Finanye Dirgctgr ’
/ .
Richard Shigaki

Information Techno

Attachments (Limited Distribution):
A. Comprehensive Script
B. Contract






