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Executive Summary
The dependency of state government upon Information Technology (IT) is a necessary reality in not only sustaining the current level of services to the citizens of the Commonwealth, but coupled with budgetary pressures and the ever increasing demand for additional services, is presenting a major challenge to the state’s current IT resources. In addition, IT continues to play a key and growing role in the United States’ and worlds increasingly digital and mobile economy.

In these economic times, we need to escalate efforts to modernize and transform state government through innovative thinking and solutions. IT is, and will continue to be, a critical component of the Commonwealth’s roadmap for the future.  The future of public services must incorporate technology in order to give citizens choices, with personalized services designed around their needs – not the needs of the government. Several hundred services are now available to our citizens through the Kentucky.gov portal. Individual agencies also move toward providing more services through the Internet as a cost effective way to reach the citizen but progress continues to lag behind need.
The way our citizens interact with each other and business is changing with the constant advances in technology and we must accelerate adaption of our service model to the wishes of those we serve. It is obvious that we can only deliver the modern services that Kentucky citizens and businesses need by using technology to integrate government services across agencies. This requires collaboration and cooperation, since we are stronger, more effective and less wasteful of diminishing revenue when we work together.

The Commonwealth Office of Technology (COT) worked in conjunction with a select team of state agency representatives, including the Office of the State Budget Director (OSBD), CHFS, KYTC and the Education cabinet in all aspects of the Capital IT projects review and scoring process. This review and scoring methodology continues to support key strategic initiatives of the Commonwealth including public safety, electronic health, quality education, transportation infrastructure and efficient government services

For the 2012-2014 biennium, agencies are aware of the financial situation the Commonwealth is currently facing and the submission of Capital IT project requests reflects an understanding of the limited availability of potential funding. Only 50 projects were submitted for the 2012-2014 biennium. This was nearly a 50% decrease from the 2010-2012 timeframe when 95 projects were submitted. 

Approximately $415 million will be needed to fulfill all new requests as opposed to the $775 million in projects previously submitted by state agencies for consideration during the prior planning cycle. This portfolio shows a continued decrease from the $800 million requested for the 2008-2010 planning cycle. 

Four ‘mega project’ requests make up approximately 33% of the total requested funding while nearly half of the requests are calculated as costing  $2 million or less. This helps support 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 budget cuts and staffing restraints. 
A somewhat disturbing trend was 12 ‘infrastructure’ project requests, totaling more than $30 million, from agencies indicating they do not have sufficient operating budgets to update basic IT needs (e.g., laptop and desktop computers, printers and multi-function devices as well as ‘last mile’ network upgrades within their agencies) to take full advantage of Internet capabilities. These requests combined are more than 400% of the requested total COT has submitted for true enterprise infrastructure upgrades for the benefit of all agencies and citizens. 

Similarly, there were three requests for Identity and Access Management projects, two of which were from agencies requesting a total of $6 million for their individual agency projects. COT’s approach, through a project totaling $9 million, begins efforts toward an enterprise-wide solution to the problem.

These are examples that support the wisdom of the recent development through the Governor’s Smart Government Initiative of an enterprise IT governance committee that will allow a true cross-agency focus. This focus is anticipated to reduce duplicate projects at the agency level and elevate common needs to the Enterprise, where they can be addressed appropriately.

Based upon the recommendations of the evaluation team, the Commissioner of COT 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: 2012-2014 All Funds Capital Information Technology Projects with High Value Designation Noted
· Appendix B: 2012-2014 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: 2012-2014 Commissioner of Technology: Additional Priorities
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Introduction
The Commissioner of Technology 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 Commissioner 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 Commissioner 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 Commissioner present the criteria upon which the information technology items or systems are determined to have high value and priority. Finally, CPAB encouraged the Commissioner 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 Commissioner 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 2012-2014 capital planning cycle, 50 IT capital items/systems were contained with capital improvement plans 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. In addition, neither the Commissioner nor COT has 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 2012-2014 cycle totals approximately $415 million. This $415 million is broken down into the following categories:

· General Funds -   $253 million

· Restricted Funds -    41 million

· Federal Funds -      103 million

· Road Funds -           12 million

· Private Funds -          6 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 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 delivering upon the initially agreed scope. With the ever increasing threat of cyber-attacks or hacks, applications that contain sensitive or classified data put the Commonwealth at increased risk of citizen identity theft if the application is not properly designed or housed in an appropriately secured environment.
Each proposed capital IT item and system was evaluated by the seven member committee against the above two sets of independent criteria: Business Value and Risk Factors. The two major criteria were comprised of a total of 13 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 includes Cost Savings or Avoidance, Revenue or Accountability
External Requirement

Service improvement thru Shared Services
Improved Quality of Life for Citizens
Risk Factors:
Total Cost of Ownership

Architectural Compliance

Location Infrastructure Tier Level
System Data Classification
Solution Definition
Executive Sponsorship
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: 2012-2014 All Funds Capital Information Technology Projects with High Value Designation Noted
· Appendix B: 2012-2014 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.
Commissioner: Additional Priorities
The Commissioner 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 Commissioner 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: 2012-2014 Commissioner of Technology:  Additional Priorities
Information Technology Observations and Recommendations

Redefinition of Information Technology Systems

The current definition of an IT capital system specifies the need for hardware, software, professional services, and digital data products; all considered critical to the successful implementation of an IT enabled business system.  However, this definition fails to take into consideration the infrastructure necessary for the system to function properly. As technology continues to expand as an underlying need for providing services to our citizens, the infrastructure necessary to support that need must also expand and continually be updated to support new and faster technologies.
As previously suggested during the 2010-2012 biennium, the Commissioner and agency review committee respectfully request that KRS 45.750 (1) (e) by updated so the definition of an IT capital system include ‘infrastructure’ as a core component, or a new category of IT capital project be created to address this growing need during future capital planning periods.
Additionally, we again respectfully request that future enterprise-wide infrastructure projects be automatically considered ‘high value’ and full funding supported. 

