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Executive Summary
We live in an age where 91% of all adults in the United States own a cell phone with over half of those being smart phones with more computing power than was available to NASA when they were planning to put men on the moon. Additionally, over 90% of U.S. households have a personal computer with almost half that number having more than one. It is within this context of the ubiquitous availability of consumer computing power that we must evaluate the Commonwealth’s information technology needs. Many of our state agencies still depend, to some degree, on manual processes or legacy systems that have long outlived their useful life. In many cases, these environments delay collecting payments for services rendered by the agencies.

The agencies of the Commonwealth have some exciting and responsible plans for how to more efficiently and effectively serve their constituents. Their presentations were well thought out and show a deep understanding of their needs. Considerable time and effort have been spent in gathering the necessary information to submit viable proposals. In no circumstances were the projects deemed by the scoring committee to be other than essential to the core business functions of the agency. 

Information technology is core to our society. The rate of change in IT continues to increase exponentially with things that were mere dreams less than a decade ago, now part of day-to-day reality. Our citizens have incorporated this technology into their everyday lives.  The Commonwealth must make a concerted effort to provide the funding to allow state agencies the opportunity to enter into the 21st Century way of performing business. 

In support of Executive Order 2012-880, “Regarding the Centralization of Information Technology Infrastructure Resources across the Commonwealth”, the Technology Advisory Council (TAC) was established, comprised of business, financial, and IT leadership chosen by the cabinets, and it began meeting in January 2013. The TAC serves to improve coordination, accountability, and oversight of information technology across the executive branch of state government. 
The Commonwealth Office of Technology (COT) worked with the TAC to establish a sub-committee to participate in all aspects of the Capital IT projects review and scoring process. Representatives from a team of state agencies, including the Office of the State Budget Director (OSBD), COT, the Cabinet for Health and Family Services, the Department for Public Advocacy, the Personnel Cabinet, and the Tourism, Arts and Heritage Cabinet made up the scoring panel. This review and scoring methodology continues to support key strategic initiatives of the Commonwealth including public safety, health services, quality education, transportation infrastructure and efficient government services.

For the 2014-2016 biennium, agencies are aware of the financial situation the Commonwealth is currently facing and the submission of Capital IT project requests reflects this understanding. Only 40 qualifying projects were submitted for the 2014-2016 biennium. This represents a 20% reduction in requests from the 2012-2014 submission. 

Approximately $267.6 million will be needed to fulfill all new requests as opposed to the $415 million in projects submitted by state agencies for consideration during the prior planning cycle. 

Two ‘mega project’ requests make up approximately 53% of the total requested funding while half of the requests are calculated as costing $2 million or less. This supports evidence that 1) technology costs continue to drop, and 2) agencies that have continued to do work in a manual manner or limp along with legacy systems can no longer continue to do so through continued budget cuts and staffing restraints. 

Based upon the recommendations of the evaluation team, the Chief Information Officer of the Commonwealth has produced three reports for the Capital Planning Advisory Board (CPAB) to consider in its formulation of a statewide capital improvement plan. The first two reports are the direct result of COT’s established review methodology and evaluation process. These enclosed reports are titled:

· Appendix A: 2014-2016 All Funds Capital Information Technology Projects with High Value (HV) Designation Noted

· Appendix B: 2014-2016 General Fund High Value Information Technology Projects

A third report highlights other general and restricted fund projects that specifically enable the Commonwealth to achieve its strategic goals and fell just short mathematically of receiving an ‘HV’ designation. This enclosed report is titled:

· Appendix C: 2014-2016 Chief Information Officer: Additional Priorities
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Introduction
The Commonwealth Chief Information Officer (CIO) submits this report to the Capital Planning Advisory Board (CPAB) as requested and required by 1 KAR 6:020. At the request of CPAB, the CIO is assigned the primary responsibility for information technology (IT) capital item review, assessment, prioritization and enterprise ranking for executive branch agencies. CPAB has requested that the CIO report capital IT items or systems to identify high priority needs, particularly those proposed to be financed from General Funds (cash or bonds). Additionally, CPAB requested that the CIO present the criteria upon which the information technology items or systems are determined to have high value and priority. Finally, CPAB encouraged the CIO to include in this report recommendations or information on any other items affecting information technology in state government, believed to be helpful to CPAB in developing its statewide plan.

CPAB will find in the presentation of this report that the CIO has once again undertaken a defined, disciplined and objective approach to the evaluation of capital IT items and systems submitted by executive branch state agencies. COT has facilitated a thorough review and analysis resulting in the recommendations outlined in this report to the CPAB.

For the 2014-2016 capital planning cycle, 40 IT capital items/systems were submitted by executive branch state agencies. Additionally, COT has coordinated with staff of the Council on Postsecondary Education for their continued review of university plans, including IT capital items and systems. The CIO does not have oversight authority for information technology initiatives in the legislative and judicial branches as stipulated in KRS 11.509.

Summary of Capital IT Items and Systems Submitted to the CPAB
The planned budget amounts of state agency capital items submitted for the 2014-2016 cycle totals approximately $267.6 million. This is broken down into the following categories:

· General Funds -   $132    million

· Federal Funds -      102.6 million

· Restricted Funds -   19     million

· Road Funds -             6     million

· Private Funds -          8     million

Evaluation of Capital IT Items and Systems
To execute its responsibility to provide a meaningful and justifiable review of capital IT items and systems to CPAB, and to objectively quantify the value and potential risk of the items and systems, COT continues to apply a disciplined, objective review and analysis process incorporating clearly defined criteria and scoring attributes. A formal evaluation tool also continues to be used by COT to facilitate the analysis and ranking of information technology projects.

Any technology endeavor must improve the manner in which the Commonwealth conducts business and ultimately must lead to the provision of better service to its citizens. To that end, COT again requested that agencies prepare their requests utilizing a prepared business case template that would help clarify and quantify the value of each submission. Moreover, the inherent business value of any IT project should be delivered to the Commonwealth while introducing minimal or no additional amount of risk or duplicative efforts to either the project or the organization. Traditionally large dollar projects delivered as ‘big bang’ at the end of multiple years requiring considerable development or customization are at increased risk for not delivering upon the initially agreed scope. 

Each proposed capital IT item and system was evaluated by the eight member committee using the two sets of independent criteria: Business Value and Risk Factors. The two major criteria were comprised of a total of 10 subcomponents, each one numerically weighted with an assigned ranking being explicitly defined. Each item and system was evaluated against the following criteria:

Business Value:
Business Case & Justification

Efficiency including Cost Savings or Avoidance, Revenue or Accountability
Executive Sponsorship
Service Improvement through Shared Services
Improved Quality of Life for Citizens
Risk Factors:
Total Cost of Ownership

System Data Classification
Solution Definition
Implementation Timeline

Level of Complexity

A composite business value index and risk factor index was derived for each capital IT item and system, with those projects exemplifying high business value and low risk factors being ranked as achieving the designation of ‘High Value’.

The two enclosed reports, detailing the ranking of the submitted projects are entitled:

· Appendix A: 2014-2016 All Funds Capital Information Technology Projects with High Value Designation Noted
· Appendix B: 2014-2016 General Fund High Value Information Technology Projects

For a more detailed overview of the methodology and ranking process, please see the document enclosed within this report entitled: Appendix D: Information Technology Capital Project Review Process.

Chief Information Officer: Additional Priorities
The CIO has defined a priority list of additional general fund, as well as restricted fund, capital IT projects based upon the strategic goals of the Commonwealth and interactive discussion with state agencies. These goals address priority areas throughout state government that may not have received ‘HV’ designation but are believed to have potential for maximizing agency business value with properly applied risk management.

The CIO proposes the following list of top priority projects and designates them as critical because of their direct contribution to meeting the strategic goals of the Commonwealth.

· Appendix C: 2014-2016 Chief Information Officer:  Additional Priorities
Appendix A: All Funds Capital Information Technology Projects with High Value Designation 

	                                                                                                                                                             Fund    High                                      Cabinet                       Agency                              Capital Item/System Title                   Budget Source  Value


	                                                                           2014-2016


	
	1
	CHFS
	Community Based Services
	Eligibility System Integration Services
	57,500,000
	GF/FF
	HV

	
	2
	CHFS
	GAPS
	Child Support System (KASES III)
	85,076,000
	GF/FF
	

	
	3
	CHFS
	GAPS
	DAIL System Modernization
	1,350,000
	GF
	HV

	
	4
	CHFS
	Public Health
	DPH Budget, Accounting & Reporting System
	3,600,000
	GF/RES
	HV

	
	5
	CHFS
	Public Health
	DPH Vital Statistics Phase I Digitized System
	6,000,000
	GF
	

	
	6
	Education
	Council on Postsecondary Ed.
	Course Redesign
	2,000,000
	GF
	

	
	7
	Education
	Council on Postsecondary Ed.
	Enterprise Data Collection Analysis & Reporting
	1,150,000
	GF
	

	
	8
	Education
	Council on Postsecondary Ed.
	Expand KY Reg Optical Network Infrastructure
	10,000,000
	GF
	

	
	9
	Education
	Council on Postsecondary Ed.
	HB265 Adult Learner Degree Attainment Init Cap
	1,000,000
	GF
	

	
	10
	Education
	Council on Postsecondary Ed.
	KY Virtual Library Infrastructure Rebuild
	15,000,000
	GF
	

	
	11
	Education
	Council on Postsecondary Ed.
	Upgrade/Expand Video Conferencing
	2,000,000
	GF
	

	
	12
	Education
	KY Educational Television
	Digital Conversion Phase 3
	2,000,000
	GF
	

	
	13
	Education
	KY Educational Television
	KET Digital Infrastructure Maintenance Pool
	1,000,000
	GF
	

	
	14
	Education
	Department of Education
	Next Generation SEEK
	1,760,000
	GF
	HV

	
	15
	Education
	General Admin & Support
	Enterprise Case Management System
	12,000,000
	GF

	

	
	16
	Education
	Professional Standards Board
	Educator Prep System
	1,270,000
	RES
	

	
	17
	Energy & Environment
	Environmental Protection
	TEMPO System Upgrade
	735,000
	GF
	HV

	
	18
	Finance
	Administrative Services
	Kentucky One Stop Phase 2
	7,243,000
	GF
	HV

	
	19
	Finance
	Commonwealth Office of Tech
	Alternate Data Center
	4,700,000
	RES
	HV

	
	20
	Finance
	KY Lottery Corp
	Data Processing, Telecomm and Related Equip
	6,000,000
	PRIV
	

	
	21
	Finance
	KY Lottery Corp
	iSeries System Upgrades
	1,400,000
	PRIV
	

	
	22
	Finance
	KY Lottery Corp
	Replacement of System Infrastructure
	750,000
	PRIV
	

	
	23
	Finance
	Revenue
	Predictive Dialer Update
	2,300,000
	GF
	

	
	24
	Finance
	Revenue
	Property Tax Systems Upgrade
	2,500,000
	GF
	 

	
	25
	General Government
	KY Teacher’s Retirement
	KTRS Pension Management System 
	600,000
	RES
	HV

	
	26
	General Government
	KY Teacher’s Retirement
	KTRS Pension Management System II
	11,442,000
	RES
	HV

	
	27
	Justice
	Department of Corrections
	Upgrade KY Offender Management System
	1,150,000
	GF
	HV

	
	28
	Justice
	Department of State Police
	Computerized Criminal History Project
	670,000
	GF
	

	
	29
	Justice
	Department of State Police
	Kentucky Interoperability Plan
	2,000,000
	GF
	

	
	30
	Justice
	Department of State Police
	KYOPS Enhancement
	2,000,000
	GF
	

	
	31
	Justice
	Department of State Police
	Replacement of AFIS Livescan Equipment
	2,241,000
	GF
	HV

	
	32
	Labor
	Workers’ Claims
	Online Filing System
	4,226,000
	RES
	HV

	
	33
	Tourism,Arts&Heritage
	Kentucky Historical Society
	Kentucky Historical Society Digital Initiatives
	4,500,000
	GF
	

	
	34
	Tourism,Arts&Heritage
	Parks
	Property Management & Point of Sale Systems
	2,500,000
	GF
	HV

	
	35
	Tourism,Arts&Heritage
	Parks
	Replace Obsolete Systems
	1,750,000
	GF
	HV

	
	36
	Transportation
	Secretary’s Office
	TED Reporting Initiatives
	600,000
	ROAD
	

	
	37
	Transportation
	Secretary’s Office
	Upgrade AASHTOware
	2,000,000
	ROAD
	

	
	38
	Transportation
	Secretary’s Office
	Upgrade AASHTOware Bridge Mgt Software
	600,000
	ROAD
	HV

	
	39
	Transportation
	Vehicle Registration
	International Registration Plan (IRP)
	2,000,000
	ROAD
	

	
	40
	Transportation
	Vehicle Registration
	Replace DCS Customer Service Systems
	975,000
	ROAD
	

	
	
	
	
	Total
	267,588,000
	
	


Appendix B: General Fund High Value Information Technology Projects 
	
	Cabinet
	Agency
	Capital Item / 

System Title
	Budget
	                     Fund Sources:
	High Value

	
	
	
	
	
	General Funds
	Federal Funds
	Restricted
	

	                                                                               2014-2016



	1
	CHFS
	Community Based Services
	Eligibility System Integration Services
	57,500,000
	11,378,000
	46,122,000
	
	HV

	2
	CHFS
	GAPS
	DAIL System Modernization
	1,350,000
	1,350,000
	
	
	HV

	3
	CHFS
	Public Health
	DPH Budget, Accounting & Reporting System
	3,600,000
	3,500,000
	
	100,000
	HV

	4
	Education
	Department of Education
	Next Generation SEEK
	1,760,000
	1,760,000
	
	
	HV

	5
	Energy & Environment
	Environmental Protection
	TEMPO System Upgrade
	735,000
	735,000
	
	
	HV

	6
	Finance
	Administrative Services
	Kentucky One Stop Phase Two
	7,243,000
	7,243,000
	
	
	HV

	7
	Justice
	Department of Corrections
	Upgrade KY Offender Management System
	1,150,000
	1,150,000
	
	
	HV

	8
	Justice
	Department of State Police
	Replacement of AFIS Livescan Equipment
	2,241,000
	2,241,000
	
	
	HV

	9
	Tourism, Arts & Heritage
	Parks
	Property Management & Point of Sale Systems
	2,500,000
	2,500,000
	
	
	HV

	10
	Tourism, Arts & Heritage
	Parks
	Replace Obsolete Systems
	1,750,000
	1,750,000
	
	
	HV

	TOTALS:
	79,829,000
	33,607,000
	46,122,000
	100,000
	


Appendix C:  Chief Information Officer: Additional Priorities
	                                                                                                                                                                 Fund                                          Cabinet                       Agency                              Capital Item/System Title                   Budget      Source  


	                                                                           2014-2016


	
	1
	CHFS
	GAPS
	Child Support System (KASES III)
	85,076,000
	GF/FF
	

	
	2
	CHFS
	Public Health
	DPH Vital Statistics Phase I Digitized System
	6,000,000
	GF
	

	
	3
	Education
	Council on Postsecondary Ed.
	Expand KY Reg Optical Network Infrastructure
	10,000,000
	GF
	

	
	4
	Education
	KY Educational Television
	Digital Conversion Phase 3
	2,000,000
	GF
	

	
	5
	Education
	KY Educational Television
	KET Digital Infrastructure Maintenance Pool
	1,000,000
	GF
	

	
	6
	Finance
	Revenue
	Predictive Dialer Update
	2,300,000
	GF
	

	
	7
	Justice
	Department of State Police
	Kentucky Interoperability Plan
	2,000,000
	GF
	

	
	
	
	
	
	
	
	

	
	
	
	
	Total
	$108,376,000


	
	











$52,226,000 GF / $56,150,000 FF 
	


Commonwealth Office of Technology

Information Technology Capital Project Review

Purpose

To define and apply an objective, disciplined, and justifiable methodology for reviewing and determining the value of information technology capital projects to the Commonwealth. 

Scope

Executive Branch cabinet and agency technology capital projects that are planned for the 2014 - 2016 biennium. 

2013 Critical Dates (estimated)
JAN 18
Sign-off on criteria and process by COT 
JAN 25
Present criteria to Capital Planning Advisory Board LRC support staff

FEB 21
Present criteria and process to the Technology Advisory Council
APR 15
All Capital Projects required to be submitted

MAY 15 - 17
Agency review meetings
JUN 21 
Draft capital report to the TAC

JUL 22

CIO transmits final capital report to the Capital Construction LRC support staff (Shawn Bowen)
JUL 29
CIO presents final capital report to the Capital Projects and Bond Oversight Committee
Approach

1. COT will work with CPAB, OSBD and TAC to define capital project review criteria, methodology and timeline
2. Agencies will submit Capital IT Projects within the CPAB system assuring inclusion of TCO & Business Case components
3. Agencies will present an overview of their 2014 - 2016 capital plan and projects, addressing the criteria components, with discussion and Q&A to follow. A panel will evaluate and score each capital project. 

4. NOTE: Criteria determined to be “N/A” for a specific project by the panel will result in an appropriate decrease in the scoring weight
5. COT will rank projects based upon panel scoring and compile the Capital Projects Findings and Summary Report
6. The CIO will make final priority determination

7. COT will present the draft capital report to the TAC
8. COT will transmit the final capital report to the Capital Construction LRC support staff (Shawn Bowen)
9. The State CIO or designee will present the final capital report with recommendations to the Capital Projects and Bond Oversight Committee
Capital Project Review Criteria

Each proposed information technology capital project will be evaluated against two sets of criteria:  Business Value and Risk Factors.  Project ranking will be assessed against each component on a scale of -1 to 5, with each assigned ranking being explicitly defined.  An objective score will be derived based upon an evaluation of the project as submitted to the Capital Planning Advisory Board, and upon a presentation and interactive discussion conducted with each agency’s information technology officer.
Business Value












Business Case
Has a business case been prepared and submitted to include such items as Business Need/Benefits, High-level Requirements and/or Features, Expected Risks, Critical Success Factors, Assumptions, Return on Investment (quantitative or qualitative), and Mean Time to Pay Back? Does the business case show a large and rapid justification for the investment?

Efficiency

Does the project outline demonstrable and quantifiable savings, revenue generation, or cost avoidance? Does the project provide additional transparency or accountability? Are efficiency gains SMART (Specific, Measurable, Achievable, Realistic and Relevant, Time-limited)?

Executive Sponsorship
How important is the technology project considered among the entire cabinet’s capital project priorities? 
Service Improvement

Does the proposed project automate existing processes, or are processes being redefined prior to automation?  Does the proposed project provide new online services to citizens or business? Does the proposed project support or directly enable the success of other project(s) either within the agency or across agencies?

Improved Quality of Life for Citizens
Will the project directly affect an improved quality of life for a majority of Kentucky citizens through improved public health, education, safety, infrastructure, environmental issues, economic development or similar enterprise initiatives?
Risk Factors












Total Cost of Ownership

What is the TCO of the project (includes hardware, software, state staffing, vendors/contractors, support and maintenance for the life of the initiative, etc)?
Data Classification

Will the system contain personally identifiable data (PID) defined as ‘sensitive’ or above within Enterprise Architectural Standards subdomain 4080 (https://gotsource.ky.gov/docushare/dsweb/Get/Document-301107/)? If so, how will this information be safeguarded within the system to deter identity theft?
Solution Definition

What is the anticipated level of effort to customize, develop, invent, or create the proposed solution?
Implementation Timeline

How quickly will the project be implemented, and how quickly will the Commonwealth see a Return on Investment? Will the implementation be all at once (‘big bang’) or will the functionality be implemented in multiple, smaller phases or deliverables?
Level of Complexity
What is the level of effort and technical complexity required to make the project successful? Is the expertise to implement fully in-house or will contract staff be needed for some period of time? Are there skill sets currently available in-house to be used to manage the Vendor(s) that provide the solution?  Has the Agency undergone a major system implementation in the last five (5) years? What business process re-engineering and change management efforts will be implemented as part of the project? 
Information Technology Capital Project Review Process
	Business Value
	Wt
	-1
	1
	3
	5
	Max Score

	Business Case & Justification
	6
	None Provided
	Minimal Information or Justification
	Some level of detail but not clear or logical 
	Detailed,  complete explanations with TCO, ROI, etc
	30

	Efficiency Includes Cost Savings or Avoidance, Revenue, or Accountability
	6
	None identified
	Negligible or minimal opportunity
	Significant opportunity expected; not quantified
	Quantified, significant

opportunity
	30

	Executive Sponsorship
	6
	Bottom  10% organization priority
	Lower 50% organization priority
	Upper 50% organization

priority
	Top 10% organization priority
	30

	Service Improvement thru Shared Services
	6
	 Single use application on dedicated server(s)
	Some modular components with partial use of existing hardware 
	Modular, new component development with partial use of existing hardware
	Reuse of largely existing components with full use of existing hardware 
	30

	Improved Quality of Life for Citizens
	6
	Does not relate
	Indirectly Supports
	Directly affects a small % of KY citizens
	Directly affects a large % of KY citizens
	30

	Scoring Weight
	30
	
	
	
	Subtotal
	150


	Risk Factors
	Wt
	-1
	1
	3
	5
	Max Score

	Total Cost of Ownership (from Business Case)
	6
	>100M
	50M to 75M
	10M to 25M
	< 5M
	30

	System will Contain Data Classified as ‘Sensitive’ or above within EAS 4080
	6
	No determination of data content
	No Explanation of how PID will be safeguarded
	Partial Explanation of how PID will be safeguarded
	Detailed Explanation of how PID will be safeguarded
	30

	Solution Definition


	6
	Solution must be developed from scratch or customized >25%
	Solution must be moderately customized 

(>10% to < 25%)
	Solution is readily available with minor customization expected (<10%)
	Solution is readily available with no customization or replicated from previous success
	30

	Implementation Timeline
	6
	Phases > 2 years or ‘Big Bang’
	Phases > 1 year but < 2 years
	Phases < 1 year but

> 6 months
	Phases < 6 months
	30

	Level of Complexity
	6
	Difficult
	High
	Medium
	Low
	30

	Scoring Weight
	30
	
	
	
	Subtotal
	150


Project Value Ranking
Project value ranking will be determined by relating the Business Value with the Manageability of the proposed project.  The total score in each category is divided by the total weighting (30) to derive axis placement.

	Business

Value

5
3

1
-1

	High Value
2

High Risk

	                          High Value
               1

                             Low Risk

	
	Lower Value
4

High Risk

	                         Lower Value
               3

                            Low Risk

	               
	-1



1
	3




                        5

	Risk Factors


5

