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RECOMMENDATJON 
. 

That you note IssUe$ in relation to the IBM c·ontract with CorpTeoh and that boih Corp Tech 
and Queensland Health are working to obtain a solution to ille Issues. 

13ACKGROUNb :SUMMARY 

o ·Queensland Health Interim Payroll Replacement Project - QHIC (Queensland Health 
Interim Conll.nuity) was initiated :by Corplech in ordt:Jr to mitigate a ri~k to Queensrand 

. Health pEI)'roll from ~n unsupported and agln~ payroll sy$teri1, Latt1ge, The current 
payroll ~oluUon was not considered robust en6ugh tQ .handle the imminent Nurses EB 
anq product support from the vendor was oue to exp.lre in July 2008. 

() Th~ QHtC Project is significantly over time and budget. This project has been 
seriously ch~l£t?nged since August 2008 when the first rlelay notice was r€lcelved by 
·CorpTech from- the project veyndorJ IBM. At 1his time Queensland Health wrote to 
CorpT~ch formally advif>il'!g that it had limited confidence in IBM!s c_~blllty to deliver on 
the QHIC Project as there was evidence qf failure :to follow a recognised project 
methodology and there appeared to be insufficient skllled resources available-to the 
.project. The Queensland He.!itlth position Is !?Ubstantialry unaltered and the same 
concerns 9-re evident after- 10 months. · 

o QueenSland Health ·G~re concerned that the control of the project ·deliverables rests 
with :CorpTeoh. · Thls has complicated the governance and deliverable acceptance 
process causing llnilec~ssary cleJays. In apdlflonJ oostq have eSDalated subslanUa,lly 
since a fixed price conira·ot was agreed to the extent that the project budget -and 
tirnefrarnt;~ have nearly trebled, 

i IBM have been in breach of their opntract since August 2008. CorpTech have been 
aware of this $ituation and have faife~f to exercise their rights With fh~ vendor. The 
Governmenfs legal po·sitlon has been weakened by this failure to enforce contract 
pro-visions as IBM could argue th~t lack of formal pursuit rnay be Interpreted as 
Corp Tech acce~ting {he delay and that tim.e is no longer oft he es~encE!. 

~· 
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e Queen·sland Health requires I'BM and Corp Tech to deliver a solution scalabie:) for an 
organisation of the size anti complextty of Queensland Health Which will. perform 
wHhin the ;:~vall1;1ble payroll PJQC.e~sing windoW. ·rEiM are yet tQ provide evidence that 
they are ab!e to deliver on this :ree{uirement. 

o The. ~riginal contract was ""fixed price" ahd ~~as negotiated be~w,een IBI\Il and 
CorpTeoh on behalf of Queenstand Health.. As the proJect pro9n~sse13, and defay.s to 
go~live coeur, further project cosis :are ·lncurreo oat approximately $1Nnor each month 
over the -original soheduled date. At this stage the project is one year beyond that 
original .contraoted .go-live date. 

e At thjp stage of the QHIC Project and regardless of .any deoisioli regarding the . 
contlnuatlqn of ~he ot,trrent arrangem?nt~. queenslc.nd Health must exeoute 
contlqgencies for· Laltice .and '.ESP· applioallons to ensure contlnuatlon of QH payroll at 

~n ·additional Q.O~t. d I ct n I ~ 'L V\l)W ctQJcu \ f 
IS~t)~S 

KEY REASONS F'OR FAILURE of' THE QHIC 'PROJEGT 

.l L.,a.ck of recoJ;JI'Iised project m~nage.ment methodology has resulte.d In fail uri'! to 
manage deyeloprn~nt of solutloh requirements throy~h design and build process. 

· 0 Lack of ·~q~qu;qt~ skill and resources provided by JBM 
o Critical failures of ~overnance to erisure Queensl~nd Health busin·ess needs were 

met 

.·FAILURE OF PROJECT PARTNERSHIP 

La oR ofRecognisect P1·oject Matla~ement MethotJolo'fJY 

-e To S\..ICQessf~illy deiiVer large ICT projects it is reoognis~;Jd across indust.ty that you 
need to. follow~ robust project :management methodology. Queensland Government 
has recognl13ed thl$ need.and has ln~roc!uoed through the Chief Information Office, a 
requirement for Agencies to introduce pro9ram ahd project management 
methodologies. This was recc,gnlsed in the Service Delivery and ProtltJctivity 
Commission R~?port recommendations ·on IGT Governahce 1o the QGCIO ·and 
mandated across Government · 

o In SoW-8 I.EHVI committed to followthelr Asoendan~ Project Manage.menfMethodology 
hovvever during its engagement with Queensland Health in the QHIC Project they · 
hav!3 fa ilea to apply a proJec.t methodology conslst~ntly throughout the project 
lifeoycle. 

o 'The lack of proje.ct methodology has S.et the project up for a numbf3r of orHJcal failures 
that have impaptecl the successful delivery of a .fit for purpose product 

I 

Project S(Jh'edule 

(} lBM·falled to take project acoountability·and produce a robust end to end 
project schedule mapping all the inter project dependencies between 
th~rnsetves, CorpTech at'ld Queensland Health. The·current iteration of the 
IBM ~chedule has not been base-lined tharefore IBM Is nol able to measur~ 
ahd report progreqs ,flgainst .Scheduled acti~lties from tlme to time and 
autlientioally advise progress of the project·to Queensliu'ld Health. 
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o The proj~fct schedule has repeatedly underestlmated .th~ time and resources 
required to complete aolivitie.s andthE;Jre has been insuffici~nt allowance for 
ptojeot contlngenoles, . 

o The Project Schedul.et has been continually revis~d :with the result that much of 
the testing activitleswe.r<tl compressed. Many a.ctlvlttes Wert~ forced to run ·in 
parallel with phases of the testihg ·condensed. Thls overlap of testing withln 

· the schedule has hlld serious impact on th~ testing actually undertaken anti 
the qual)ty .of tba ·91,1toomes from-that t~stlng. 

a oueenslan~ \ifJalth.advi€!ed IBM of the weaknMl:l.es bo a number-bf 
occasion$. IBM fiave continued tci'faii to Implement ba.sla .best' praotlM 
methbdology. 

Pr<Jjeot ResourcJng 

.a Throu9hout the projeot, 1J?M f~jl~~ t9 provide sufflci~nt nUmbers of 
approprlately sJ@ed resources which would have been reasonably expected 
i.n a proj(:lpt of ihl13 ·size .and complexity.' This has m.e~l)t that Queensland . 
Health have had to inject ·considerably more resourcss to take up the gap and 
has resulted In unfor~se.en oo!:)t esc~latfon. 

. Quality MatiagemMt 

~ IBM had promis.etl robu$t Quality Management Proc'$sses anp .h)~thodol.bgy in 
iheir response. to ti)e tender process. There is no evidence that CorpTeoh 
have Jmplemented. quality management processes In partnership with IBM on 
this project. · 

o The master contract neg(itiated ahd signed through CorpTech also 
necessitated that all the .deliverables ·follow proper .qualfty assurance and 
acc~ptance criteria. To date (almost 11/2 years sjnca ~he project started) !BM 
!"'nd CorpT~911 have not agrt;Jed on the flnall!st .of work· products .and thetr 
re~paoUve aoceptanc~ criteria. IBM outpUt$ have been very poor In ·quality ·artd 
they have not 1n$tituted any Internal quality assurance formally. 

Business Requirements 

.() Th\3 cbh1prehen~lv~ -identification of business reCiuirements is fundamental to 
the. quality of the final product Tile process foHowect by IBM to identify 
Quee~sland Health business requirements was inadequate. 

~> F1:1l1Url3 to identify business· requirements has severe.ly impacted the quality o.f 
the .solution with a large number of defiolenoies being idl;lntified during User 
Acceptance T~stlng (UAT) and a high number of manual business 
workarounds being put in place to meet the shortfall. 

Scope 

~ Deficien,cies in identifying qusiness requirements have meant that there has 
been on~oing debate on pro)?ct sc9p~ and 9eliverables. . . 
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o fn an effort to meet. various go-live dates and mirtimis!3 cost, QueE)nSlqnd 
Health agreed to de-scdpe a large number of items from the s·olution daring 
the QHfC,project. · · · 

~ A subsequent project is required to complete these items and to resolve the 
worlcaround accepted by Queensland Health. .A1 the h1om\3nt these manu·at 
wor!<arounds ~otal 62 wHh ah estimated cost for maintaining these 
~orl\arounds for an additional eight months post go·liye (in anticipation or an 
even.t!;lql f!><) Is $4M. Of ~h~se, ~pprqxlma~eJy 30 workarounds h£1V~ peen 
des(gned and approved_.thaf impact net pay whilst the b~Iance -ref<;lrs to 
workaro!Jr:rdsvvithJn the soJOtlol'l, 

D.ceslgh 

~ QU!J~;Jhsl::rnd li\3C\lth i~ th~ pilot for th~ whq!e~oH~oy~rnment solutism for 
Workbrain and SAP HR. This has added further rlsk to be borne by . 
Que.ensland Hef!ltl:l.on pehalf of G'pvernment. 

~ The IBM solution. which is based :on ·integrating Workbraln .and SAP is 
compi~x ·and th~ implication$ at~ hot ·fully understood .especlally In tarms of 
payroll p·etformance. 

o Durlnfl the pr()ject IBM have failed to provide documentation on the end to end 
solution .design blueprint. This has rE:~sulted In deficiencies being ·Identified 
much laterili :the project fifecyQie. 

o Laol< of fully .documented system design has limited 'the transfer of skills to 
Quee·nsland Health and Gorp Tech staff which is necessary to test the .solution 
adequately and tb ensure appropriate support for the solution post go-live. 

() It Is .understood that Corpl'ech have recently engaged SAP Australia, the 
$oftware vendor, to undertake ~ review of the 18M solution d~s-ign ·for QHIC. 
JBM have re4uesfed lnfor, the Workbraln vendor, to review that solution 
design, 

B.u.il(;[ 

o Oeflcienole$ 'in Identifying business requirements .andweakn~sses Jn design 
yJi!l usually lrtlpaot ih~ quality of the solution bull d. This is evidenced by the 

· high number of SeverHy 1 and 2 defects ·currently being experienced in UAT 
and the requirements for inanual workarot,mds. 

n~st 

~ Parallel Pay Run Testing (PPRT) js a test to ensure that the n~w payroll 
solution prbvid?S consistent results with the current payroll ptoduct. To date 
this test has falle:9. to meet to criteria agreed between q~eensland Health, 
Corp Tech ah~ IBM. Test e)}ecutlon was ceased .on 29 .May 2009 wlth two 
agreed Hems yet to be completed. To date a PPRT completion report has·not 
bee!) presented with test results for review or ~cc('}pjance by Queensland 
Health. · 



Gl UAT is meant to be finE!l quality check Df product before :?.YSl.em 
implementation. Jn lypical prqjects there are few errors detected which 
Pf9VIde~ a high level of .¢O.nflderwE;~ in ·thE;}, quality of th~ sol.ution. In the QHJC 
p,roj(1ct this ha~ not be·en the case. As 1;1t 24 jane 20091he nu.mb~r of d(:lfGJct$ 
detElct.ed 1$ 369 Severity 1 and 2 with 1ao def~o.ts yet to be addrasse·d by IBM. 
Jhis repQri: ldentifles that 272 $everlty ·1 and 2 t:lefi!Jots are oufstan4Jn.!;!. This 
fs an unusually high number of :defects. 

c;; The high number of Severity 1 antl 2 tlefect~ indloates festlnfJ by 1he vendor 
either :did n~t oc~ur or was inadequate. KJ Ross, an independent company 
speclallsirig in solution testing, . appointed by QHEST to assess :quality, has 
described the quality of the build as very .poor. 

Faffure to b.ellver .on Tjme and Budget 

·P. During late 2007 lBM was- engaged as Prima Contractor un.der a GJTO Customer 
Contract to deUv.er the Queen~land Government's Shared Senilces program. IBM 
proposed it wo\,lld develop and impl~ment an interlro repl~pement:solu1lon for 
"Que~nsrand Health of the .Lattice HR application whloh, at 30 September 2008, became 
a vend9(Un-supp<;>rteq appllcatlon. · 

11 IBM proposed I~ would Implement the L~ttice Interim $olut!on (Workbrain and SAP 
HRiPatrQI{ ECC5} b.y the end of July 2008. 7\t co.ntract this was ·VarJed in SoW 8 with 
"go"l!ve" planned .on 30 Augusl2008 . . The total prica fol' the .oom}:llete lattice Jnterim 
solution <fesorlbed In 71, 62 and ·BN was $7,1 05]288. 

o The contr;:tct With IBM also o.ove.red opll,gations in r~lafipn to SoW 54 (Priorlty'Core HR & 
Ffnance Development) and SoW 126:(Workbraln Rostering Build Requirements). 

o The delays and ~soalatl.on of costs are concerning ,given the IBM contract was 
negotiated on a fixed prlce p~sls. lbadequate contract management has see.n this fixed 
price contract evolve into a tlme and materials engagement. 

• 0 • 

RelationsJljp b.~tween Vendor and Customer 

a The relatlol1ship between IBM, Corp Tech and Queensland Health has no.t been strong. 
IBM has had a 1otal of 5 project mS'lnager$ during the implementation life cycle. There 
has peen little opportuhlty to build an ~mgojng relationship and trust. It has seriously 
Imp·aated any sense of project continuity !:!11d severely hampered deliverables with 
continual renegotic;ltlon and reenga_geme.nt. · 

o The leg't1CY of this Is refleoted in deficiencies in the ·business requirements and design. 
Thls lack of rel~tiqnsh!p continues to plague the project, 

1 :Statement of Work 7 "l-attice Replao!')ment Interim Soiul,ioiJ scoping and Planhingn 2007. . 
2 Stalf:lTIJE?nl of Work 8 "Laltloe R.eplacem~nt D!O!~ign, Jmplem1,3nt an~ D~ploy'' V~rston 1.2 June 2008. 
3 statement of Work BA "~attlqa Replacement Design, Implement and Dep,loy from 2nd January 200~ 
to 18111 Jant.Iary ~QQ8" 2008.. . · 
"'Statement of Work 5 "PrforJty Core HR ~Finance Development" 2007. ' 
6 Statement of Worl< 12 ''Woc'kbra!n Rpsterlng Build Requlremi3nts" April 2008. 

·. 



Governance 

o CQl'pTeoh ge>vernance. processes neoeJ>~it;:;~ted CorpT~c.h-$ignoff on dellverables th.at 
imp-a-ct Queensland He~mh·business. Thls arrangemeht has resulted in limited cbtittol by 
Que.an·sland Hearth. 

o The lripa,rtite arrangement between I~M.·Corp)ech.ahd Q~Jeensland Heall.h has .... · 
wea"kened goyernanoe .of the QHJ c Proje·ct. Mo:;;.t notably the contract ls between IBM 
f.ll'ld CorpT~ch. Qu(:)ellsland Health is not a party io the c·ontraot and therefore has to. rely 
on CorpTeoh to eriforoe any penalties or breaoh notices associated with ·that adntract 
when they occur .. 

a IBM have often slated that "we don't know Who our cUMt isu Whloh confirms cl'infUsed 
govern.~ nee whlGh has b.een an_ issue forth~ J>lpject sinl::e ite inception. 

P: ·Members of the Board) at titlJes, direct.the P,roject.ratliei' than .op~rating as an escalation 
bt>dy. The governance ~tructure1 fundamentally still requires lmproyement to 
aJ)proprlately perform. . 

0 Effeoflve projed goverm:fnce Usually requires demons·fratkm of progress and deli~erables· 
at k!;ly mltestones. Tllls i;S refl!3oted in the whole of government adop11on.of Program and 
Project managehieJit.met'hodo"!ogies mandated py the QGOIO .which requires ~at¢way 
r~vlews duri11g a pt!J]ect Jifeoyote. · . · . · 

~ The Service Delivery and Pr.oductiyity Commlssion report intp JCT GoVernance In the 
Queensland Government notes that "Queensland Tre.asury Is .currently developing a 
-gateway review prqcess as part of Its Project Assurance Framework . .G~teway r~yiews 
'N111 provide a mechanism for the independent assurance of projects/'6 

<!) 1t would appear that Corp Teen has not effectively adopted project reviews that would 
h1:we beeh expeot~d to 9<?cur as a re9ult of either the GateWay Revie'l'{ proc~ss or 
;app)lcation of a Project A13surance framework. 

RISK$ 

Soiution Quality 

"' The quality ofthe solution build has hot been h1gh. Unle$s all of-the defects ?reidentified · 
and rectified prior to go-Hve there is a ri~k that payroll calculati.on for Queensland .Health 
employees rriay be Incorrect resulting In either u-nder or ov.er payments to em:p1oyees. 

0 Deficiencies noted aboVe in testing have not provlded the confidence thal would 
n.orillally be expected at this stage jn ·the project·llfeoyole. This would nee·d to improve 
considerably-before a go-live could be contemplated. 

& There is a risk that both IBM and Corp Tech. may be willing to compromise solution quality 
in ()rder to achieve a go-Jive date, resulting In an J,.maqcept~ble risl< p,rof.1!e for 
Queensland Health. 

·(! A similar recent project tn local governmemt, ths Brisbane City Council payroll. solution, 
drew the attention of both the. Auditor General of Queensland and Publio Accounts 
Co.mmittee·. The failures In th1s proj~ct were Identified by an independent audit ~s 
Inadequate User Acceptance Te;3tlng and poor governance. The solution quality · 
impaoted ernp1oyee pC~ymenfs and ~nfitlemenrs .and required signlfJoant resources to 
address. This proje·ct.and its failUres were reported in the media. 

l'! Service Delivery and Pr.oduotrvlty Commission "Review ·of JCT governance ln the Queehsland 
Governlt!ent ~~port", p. 3~, S~?ptember 2006 



System Performance 

o Payroll processing 'i$ strllctured so that. CJ)t·off times allow Queensland He~lth to meet lts 
oJ:>Jig~.tlons ln relation to the disbiJrt~~m.ent of employee entltlements. A window of ·12 
hour$ extsts Within Which all payroll processing mu.st compfe.te.. i==aUure to. meet this 
timefre~m~ means that employees may receiVe theJf entitlements late Which COLlfd result 
in hidustrla.l activity. 

o At the 11m.e IBM were awarded the contract It was known that there were perfol'mance 
problems with the whole-oH3overilrrient .standard offering. Thjs was mi;~de clear during 
the tender process and IBM had agreed to address these . . Under BoW 8 there ls ·a 
contractual obllg!'lti<:iri for this to occur. The contract required "IBM to take over the 
acoountability of the "as built" .soluUon and fix the Department of Housing payroll Issue~. 

o ·At. this point in Ume the solution prop9sed ·by IBN! for Queensland Hearth fafls to meeHhe 
requirements set In De?ember 2008 oy :CorpTech -and ·Quee·nsland Health as 
demont31rat~d In Pay(oll P~rforman~e Validation T~stlng SeqLiE1tJ.O~ 3 (PPV3). IBM are 
yet to demonstrate that th"By ·can meet their contractual obli~auo·ns in terms of payroll 
performancE!. 

111 PPVa e.xecut!on. w~s scheduled from 30 March to· 3 May in th~ agreed schedule for a 24 
Augusf 2009 go-live. As 0f 22 June oniy. o.ne test result had been. compl~ted for an 
-Interim pay run. This result did-not give .Queehslanel Health any confidence in lBM'·S 
desf~n meeting th~ payroll processing wl.ndow for. interim and fin a I pay runs. 

e It Is unqertaln What legal remedies -and/or financial penalties are avaHable in the event 
that IBM falls to meet this requirement :as IBM has been paid progress payments during 
the life of the contract. 

. . 
fJ .Fa.il:ure of IJ?M to dE)Jiver on tbis rE)quirement would mean that .Queensh;mg Health would 

be unable to go"llve until this Issue was rectified and resu.lt in a complete failure of the 
proj~ot and leave QueenslcmcJ H~alth with a Pt:oduot Whiph it is not able to use. 

Media Att€ntlon 

o A faHwe of the Implemented solution to deli\ler ei.ther a correct payroll or pay emp!oy~~s 
on time is likely to result In media ~ttention. This was thf3 case foflowing the problems 
experienc~d Wi.th Jhe imp!!'! mentation ofthe Brisbane C.ity Co unci{ payroll which attracted 
~lgnmcant media ~ttpntion . 

. f) Given the size and geographic distribution of Queensland Health employees is 
consl<:!eraqly greater than Brisbane City Council it is likely tl1at issues drawing mei:lia 
attention would be on a much greater scale. 

Cost Allocation - HR/Finance iptegr~ttion 
. ' 

"' IBM CJre unable to deliver on Queensland Health full business requirements for 
integration with the Finanqe system. Queensland Health have agreed to de-scope much 
of the I-IR/Flnance integration requirements in order to meet go-live in Atrgust 2009 
developing a workaround to meet these needs as b.est .as possible. 



~ There is a risk that wotkaroq!Jd may not fl!IIY satj~fy our. r~qLJiremeiJ.tS anc{ it is !-fn9lear 
how Hw IBM solution .'!IJill meet th~~e in the .long term and wheth~r the solution will .ever 
be able to p·rovid!;l tn~m wi.tho\.lt.ihe wo.rkarpund: . . 

e IBM has fe1iled 1o gras·p tha Jmport!;li'ice of provkling a solution that would facilitate 
Queensland Health :obllga.t!ons to th~ Comrnonwe~i.lh In relation to funding.. A¢c.uracy 
witli the col!ectiol1 of Case mix data directly impao.ts oh budget bids and .fundln.g ·from ·the 
Common_wsa!th. 

QHIC2- :Oefetral.of'Work i)ost Go-Jive 

~ Th.e t'roject ha$ kten.tlfled a high ·n\.lmb.er bf worka.r9t.Jnd~ whioh need to be .addressed 
post ~o-llvs. 1h~ cost E:lnd ·Umefrl;lm~ to aohje.va this recllffoation are uncertaln...a'hd -this 
could ~xpoae the dep-artment to nonsldemb'ly grei=iter oost. · 

e There is also the potential for resburoing confflct if CorpTech resources ar.e required 
sino& CorpTech reso.urces may be otherwise oommiitecf with .recent machinery of 
changes and th~1r program ofWofl<. · 

Posit Production S~ppol't 

Corp Tech and IBM management are still iti negotiations regarding agreement of 
accounta.bility for go Jive support activities In t~rms of a post production support strategy. 

Docume.ntation and -~~iJis transfer to date ha9 been inadequate for a successful 
1ransitlon of1he solution from IBM to CorpTech leaving Queensland Health at rf.sk with 
an unsqpported S9lutfon post-go-live. 

Defioiencie$ icientif!r;~d in the solution design and quf!iily of the build magnifies this risk. 

CONSULTATION WITH STAf{~HOLDE~S 

a Both Gorp Tech . and 181\tl are membf)rs of the Project Dir~qtorate anc;i ·Board which 
provide governance fl;)r the QHJC ProJeo1. They have been }lla.cle aware at numerous 
meetings of Queensland Health's continOing dissatisfaction With the progress and cost 
of this project and with tht:l increasing Joss of oonfldenoe s.urrounding the delivery and 
quality of the solutlon. 

Q Key stakeholders within Ol!eensland Health are fully awme of the -current shortcomings 
of the soluUon and fhe risks .and Issues surrounding the delivery of.the QHIC project. 



FINANCIAL tlVIPLlCATIO'NS 

o Throughout this document the financial ImpliMtions ·of the continued delays with the· 
delivery of QHIC l)aye been· rovldad. 
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The following Jllustr~tE}s the cqsts to dale: 

Cost ·& Time Blow~out ($ ·iVI) 
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o In addl!lon to the contract cost1 internal Agency cost to implement this . project, 
including .Queensh;mcl Health project team -cost and QHSSP staff, would be in the 
orderof$31M. · · 

·I 



ATTACI-lllfiENTS 

" G.los~~ary of 6t.::ttemt~nt QfW6tk 

:NOTED or APPROVED I NOT APPROVED 
=oa·p~ty Premie·r.and 
Minister for Health 
'Comments 

P~ul Lucas l'rincipallSenlor Polley PoJrcy Adl(iSOI' 
Oeputy Premier and J\d\!isor ·· 
·Minister for Health 
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PolltlaaJ Repre~entatives 

(..:ocal Gpvernme.nt 

o s·talewide application 

State Government 

. e Statewide ~ppiloatlon 

Fei:leraT Government 

~ S1atewlde application 
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