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Executive summary

This report presents the findings from the KPMG Independent Quality Assurance Review 5 (IQA5) and Technical Quality Assurance Review 4 (TQA4) of the Inland Revenue
Department Business Transformation Programme (BT Programme).
The objective of this review is to provide independent assurance to the Programme Sponsor, taking into account the perspectives of relevant stakeholders including the
Programme Director, Transformation and the Manager Internal Assurance and Advice, and external monitoring agencies.

1.1

Background to our review

Inland Revenue (IR) has been working to meet the Government’s expectations of a Public Sector that delivers smarter, modern services for less, and where applicable, is
aligned to the Government’s Strategy and Action Plan and to meet IR’s own strategic ambition of being a Government organisation that delivers world class services to its
customers and stakeholders. During 2011 IR embarked on a journey to reduce the risk of its aging revenue system by making the case for substantial re-investment in the
organisation and its ICT systems: the Business Transformation Programme (BT).
During 2012 and 2013 the Programme Business Case was developed that identified a ten year period of transformation for the IR operating environment, the way IR
engages with the New Zealand public, and supporting ICT infrastructure and applications. KPMG provided independent quality assurance on the Programme Business Case
in February 2013, and again in August of that year.
Following the presentation of the Programme Business Case to Treasury, the Minister and Cabinet, the Transformation Programme entered the Mobilisation Phase in
December 2013. The Programme Business Case was approved by Ministers in the first quarter of 2014, and a Cabinet paper that sought drawdown of funding was
approved in April 2014 for the Programme through to the beginning of January 2015; the Pre-Design phase. During Mobilisation and Pre-Design Preparation phases of the
Programme Accenture were selected as the Programme partner for the High Level and Detailed Design phases.
During the High Level Design phase a procurement process was undertaken to select a Commercial off the Shelf (COTS) solution to provide core tax processing capability.
FAST Enterprises were selected as the vendor and have been working with the IRD since August 2015 to develop the detailed design for Stage 1: Goods and Services Tax,
together with planning activity for subsequent stages.
The Programme has now largely completed the software build and configuration, and is in the testing phase, prior to go-live planned for early 2017. Management are
targeting a go-live in February 2017 (the “green date”) though we note that the publicly declared date is April 2017 (the “red date”). To support the delivery of the
Programme, IR has engaged KPMG to provide Independent Quality Assurance (IQA) and Technical Quality Assurance (TQA) across the Programme.
This review follows prior KPMG reviews in March 2014 (IQA1), June 2014 (addendum to IQA1), January 2015 (IQA2, TQA1), June 2015 (IQA3, TQA2), March 2016 (IQA4,
TQA3) and August 2016 (IQA 4.2). The review also recognises that a number of other independent assurance reviews have been planned, as part of the Programme quality
assurance plan. This review has leveraged the scope of other recent reviews as appropriate and agreed with the Programme. In this report, we have also made reference,
as appropriate, to some prior recommendations which are referenced in the format ‘IQA 4/5’; this format was adopted in our prior reports, and should be read as
‘recommendation 5 from IQA4’.
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Our detailed approach and scope are set out at Appendices 1 and 2 (sections 5.1 and 5.2). We have also assessed the Programme’s progress on recommendations made
under those prior reviews.

1.2

Summary terms of reference

The terms of reference for this review were confirmed in the Statement of Work MIT-00000060-AGR-004 agreed between IR and KPMG in October 2016.
Our terms of reference address both Independent Quality Assurance (IQA) and Technical Quality Assurance (TQA) to provide stakeholders with an assessment of the
status of the Programme addressing governance, alignment to other programmes and organisations and technical delivery.
Our review was undertaken in November 2016 as the programme transitioned from Business Systems testing into Scaled Business Simulation, and some three months
prior to the planned go-live date for Stage 1 implementation. We have reviewed documents and artefacts that were current at that time; consequently, a number of these
artefacts were in draft and work-in-progress, (and our agreement with the Programme is that we will not review draft artefacts in detail), and may have been amended
since.

1.3

Overview of our assessment

We have set out below the key findings from our report. The comprehensive findings, and our recommendations, are set out in sections 2–4 below.

1.3.1

Programme Readiness

The Programme, at present, is forecasting that it is ‘On-track’ for its “green” go-live, in accordance with the published timescales. However we note that there is some
ambiguity and flexibility in these dates, as the Programme acknowledges ‘red’ (public) and ‘green’ (aspirational) dates for the ‘go-live’. Our assessment is that the
Programme presently is some way behind schedule (i.e. the progress through the Implementation stage has, in general, been slower than planned). In our view, there is
significant risk to the achievement of the planned go-live date (the green date) and some residual risk to the red date remains present.
The risk arises, primarily, in respect of the testing activity (where conclusion of Business System testing (BST) has slipped significantly, preparation for non-functional
testing is behind expectations, and deployment activities have not been specified to the degree that we would expect, at this stage; that said, in other respects (for
example, integration of Heritage systems, and execution of data-migration) the Programme has, through the Implementation phase thus far, successfully mitigated many of
the more significant risks that were apparent in our prior reviews.
With respect to the planned activity between now and the ‘go-live’ date, we believe that the Business Readiness Assessment (‘BRA’) framework, and the process of
conducting rehearsals, represent good practice, and provide a comprehensive framework to track the readiness as it increases over time. However, the complexity & scale
of the solution mean that the ‘go-live decision’ will require a carefully considered judgement call, balancing the needs of the programme to maintain progress with the
demands of the stakeholder community. We note also that some decisions related to go-live, such as commencing detailed staff training and customer communications
have to be made relatively soon (i.e. early – mid December) if the “green” date is to be achieved.
The Programme, together with the Governance bodies, will need to track the results from the upcoming BRAs (and associated risk-profile) diligently; they also need to
guard against ‘group think’ (noting that different stakeholders will represent different views about different aspects of the BRA results), and be very aware of any changes
to the risk-profile, and how that is traded-off against the go-live date. This is particularly important as the benefits in terms of “solution quality” of a delay from the “green”
date (6 February) to later in the go-live window such as the “red” date have to be set off against the need to maintain progress on the subsequent stages.
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1.3.2

Organisation Readiness

With respect to the business readiness activities, we noted continued strong evidence of effective communications and change management from the Programme
together with commitment from the business to the Programme objectives.
The communications and training activities have been well planned, and are, as far as is possible, resilient given that they are not able to commit to the final ‘go-live’ date at
present, and the logistics for end-user training have to accommodate the Christmas holiday. We also noted evidence of healthy medium to long term planning and focus, in
addition to the Stage 1 ‘go-live’.

1.3.3

Programme Governance

In our assessment, the Governance of the Programme continues, in general, to be effective, and we received consistent feedback that the Governance process (particularly
the Programme Leadership Team (PLT) and the Programme Governance Board (PGB) forums) have become more effective, with a reduced documentation and process
workload. This has allowed an improved, and necessary, focus on open communication and timely decision-making.
Since our prior full review (IQA4 in February 2016), the Programme senior leadership has altered, following the need to replace the incumbent Programme Director, who
left the Programme in September. At an operational level the transition appears to have been effective, with the Deputy Commissioner, Change, stepping into the
Programme Director role in an interim capacity.
Subsequently, during the course of our fieldwork it was announced that the Deputy Commissioner, Change, would formally take accountability and responsibility as the
Programme Director, with the Commissioner assuming overall accountability as the Senior Responsible Owner (SRO).
This is, in our opinion, appropriate and provides for continuity in the Programme Director role. We concur that to do anything else in the short term such as recruiting an
external Programme Director would be impractical at this point, and would certainly increase the risk to Stage1 delivery. We are, though, of the view that as the
programme scales up to deliver Stages 2 and 3 additional senior level programme delivery resource will be required. This is due in part to the increasing size and
complexity of the programme, but also to ensure that the risk profile is acceptable in terms of “single point of failure” which currently resides with the Programme Director.

1.3.4

Project management processes & controls

We reported, in prior phases, that the Programme Management practices in the Programme had been under increasing stress, and this had been acknowledged by the
Programme, which had planned remedial actions. Similarly, the capacity and capability in the Programme Management Office (PMO) was acknowledged as requiring
attention.
It is our assessment that, through the implementation phase, the Programme has not achieved the intended and necessary uplift in these areas, and consequently some
aspects of the Programme Management processes have not been conducted to the level that we would expect for a Programme of this scale, complexity and importance.
In particular, the capacity and capability of the PMO to provide the necessary management support to the Programme, and the associated supporting infrastructure and
toolset, have not been adequate. Furthermore, the scheduling, reporting and dependency management capability has been variable across the Programme workstreams,
and has not been sufficiently integrated at the Programme level. As a result the Programme does not have the degree of quality and precision in its schedule, progress
reporting, and forecasting that we would typically expect to see in a Programme of this scale.
The Programme has been aware of these issues, to a large extent, and some remediation has been possible. Specifically, there has been a scheduling ‘overlay’ applied for
the Stage 1 go-live activity to provide an integrated view of the workstream schedules, and with regard to the PMO, Accenture have recently been engaged to supplement
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and develop the available tools, capability and support, although this work is not fully-defined at this point. We note, though, that the benefits of this work will only begin to
be felt in Stage 2.

1.3.5

Testing

We previously reported (IQA4) that the primary Programme reference for testing (the Testing Strategy and Plan) provided a sound baseline for the subsequent test
activities, though with some degree of complexity apparent to accommodate different suppliers’ preferences. It is apparent, however, that in the execution of the testing
to-date, the processes that were defined have not been followed with the rigour that we would expect to see (e.g. the disciplines and controls related to test entry/exit
criteria have not been consistently applied), the testing documentation is not fully coherent, and there are other material variances (e.g. the approach to User Acceptance
Testing). It is apparent, also, that some of the roles and accountabilities (e.g. the UAT test manager, the BT Programme test manager) have not been operationalised as
defined.
With respect to test execution, the progress on BST has been significantly slower than intended, and it is apparent that the original plan under-estimated the BST timescale,
particularly with respect to the inter-dependencies that were to be managed, and the inherent complexity in the IR systems environment. The risk to the planned timescale
was recognised in May, but not adequately mitigated, although the Programme has sought to reduce the impact of these issues by supplementing headcount in areas that
were under pressure, using both IRD staff and external suppliers.

1.3.6

Methodology

In our prior reviews we have made a number of observations and recommendations with respect to the Programme methodology, and specifically the ability to take
advantage of FAST’s preferred iterative methodology (and associated approach), and integrate it effectively with the BTM methodology, and with other suppliers. While in
prior phases these have largely reflected risks to the Programme, a number of issues (and adverse consequences) have arisen as a result of this underlying difference since
our IQA4 review. These manifest in a number of areas, including testing, and project-management processes and controls (see above), and there is an understanding that
the roles and accountabilities for leading activities, as they have been defined thus far, have not always best suited the strengths of the participants, given the scale and
complexity of this Programme.
We understand that these lessons are being considered in the planning for Stage 2, which is encouraging, but in our assessment there remains a significant residual risk in
Stage 1, for example with respect to the quality of planning, accountability and timescales for SBS testing, non-functional testing, deployment and cutover.

1.3.7

Stage 2

This review has been focussed on Stage 1 readiness, but we have noted that the planning for Stage 2 deployment has been initiated in parallel with Stage 1. This is
encouraging, as is the feedback that this planning is leveraging the lessons-learned from Stage 1.
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