The Honorable Larry Phillips

June 1, 2006

Page 6

June 1, 2006
The Honorable Larry Phillips
Chair, King County Council

Room 1200

C O U R T H O U S E

Dear Councilmember Phillips:

I am pleased to transmit for your review and consideration a business case for a re-organization of information technology (IT) functions.  The Business Case for IT Reorganization supports a phased approach beginning with consolidation of the IT functions within the Executive branch in phase one.  Following an evaluation of the operational performance, cost effectiveness, reliability, and security of information technology and telecommunications operations achieved by the Executive branch phase, I will work collaboratively with my elected colleagues to recommend for your consideration further countywide consolidation.  
The need for the consolidation I propose in this phased approach is clear.  Our current model is highly decentralized and can not effectively deliver IT service and infrastructure in a cost efficient manner.  A number of studies have encouraged us to move forward with a more centralized approach to IT.  This transmittal, together with my March 1 transmittal on this subject, takes us to the next logical step in this reorganization.

The business case supports the consolidation of managing IT functions in the Executive branch as an important first step and  provides strong evidence that these changes will produce not only a more standard and secure IT environment, but will avoid unnecessary duplication and result in savings to the county.  The value of making the organizational and operational changes in the Executive branch is estimated to be a net payback of $20.1 million over the next 15 years.  Costs and benefits are calculated using pro rata share of countywide numbers for Executive branch IT organizations (see Appendix B of the Business Case for details).  This is a net benefit after estimated costs and includes labor cost reductions of $19.5 million and server consolidation cost reductions of $5.1 million.  When costs of service center build-out, workstation standardization, and transition activities are accounted for, the combined $24.6 million in cost savings is reduced by investments of $.4, $.8, and $3.3 million, respectively, to total the $20.1 million in savings.
In addition to the Business Case for IT Reorganization with supporting appendices, this transmittal also includes:

· A motion that replaces Proposed Motion 2006-0109 transmitted to you on March 1.  The enclosed motion recommends approval of the Business Case for IT Reorganization and my reorganization recommendation and vision and goals statement provided as an attachment to Proposed Motion 2006-0109.  Your approval of this motion will remove restrictions placed on spending $1 million of the Information and Telecommunication Services (ITS) 2006 operating fund appropriation.  In addition, a capital appropriation in the amount of $67,000 is proposed, to replace the $67,000 restricted capital appropriation to Office of Information Resource Management (OIRM) capital fund project 377138.  
· An appropriation ordinance to fund the 2006 costs of $440,000 associated with the implementation in the third quarter 2006 of the efficiency initiatives that accompany my recommendation to consolidate IT functions within the Executive branch.  The efficiency initiatives are:  enterprise architecture, server consolidation, workstation standardization and service center build out.  To support this request, I’ve also included the IT Reorganization Transition Work Plan to provide you with an understanding of the required tasks and resources, including internal staffing assistance, necessary to implement the plan.

Background:
In May 2002, the county received the report Navigating the Future: King County Strategic Technology Plan 2002 under a contract with the consulting firm of Moss Adams, LLP.  This report formed the basis for the county’s Strategic Technology Plan 2003-2005 (Revised) which was adopted unanimously by the County Council in 2003, Motion 11660.  One of the strategies recommended in the Moss Adams report was titled “Reorganize technology functions around the County” and proposed a strengthening of coordination between the various IT groups in county agencies through modified reporting relationships and assigned responsibilities.  This strategy did not call for a full-scale centralization of all IT services and support staff.
In the 2004, 2005 and 2006 adopted budget ordinances, the County Council provided direction through provisos to explore options for reorganizing IT functions countywide.
In 2004, the county contracted with Pacific Technologies, Inc. (PTI) to develop a new IT organization model, a quantifiable business case supporting that model, and a plan for implementing it countywide.  PTI’s report, IT Organization Recommendation Final Report, December 20, 2004, provided a recommendation after analyzing three alternatives, including a status quo alternative as directed by the provisos.
PTI’s recommendations included consolidating IT functions countywide by establishing a new central IT department, transitioning IT staff to the new department, relocating all servers to central data centers, standardizing workstation configurations and implementing a new governance model.
In 2005, a deliberative review and assessment of PTI’s report was undertaken and a number of benefits as well as difficulties were identified related to implementing the recommendations provided.  These recommendations were provided with the Executive Recommendation on IT Reorganization that was transmitted to the County Council on March 1, 2006.
The March 1 transmittal included a proposed ordinance to King County Code, Title 2 and a motion to approve my recommended vision and goals as requested by provisos included in the adopted 2004, 2005 and 2006 annual budget ordinances.  Your approval of this motion will remove restrictions placed on spending $1 million of the ITS 2006 operating fund appropriation.  

Also in 2005, to provide a forum to address issues related to the implementation of the proposed organizational changes, I established the Joint Labor Management Information Technology Committee.  This committee, comprised of union representatives and their represented IT workers, is collaboratively addressing implementation issues as they arise with IT managers and human resources representatives.  The committee’s input to date helped inform the changes set forth in both the March 1 and this transmittal.

Alternatives Considered
Following the transmittal of my recommendation in March 2006, additional analysis was conducted to expand on the high level analysis provided at that time. Moss Adams, LLP was engaged to analyze the 2004 consultant’s report and provide advice regarding the viability and reasonableness of the consultant’s approach, assumptions, results and recommendations.  In comparing the 2004 consultant’s recommendation with my recommendation transmitted to you in March of this year, Moss Adams reported that my phased approach of building on a series of projects and successes more appropriately positions the county to manage the challenges and complexity of consolidating IT functions.  While the 2004 consultant’s report provided excellent information to be considered, many of the benefits were based on high-level averages, not on detailed analysis related to changing the county’s complicated, non-standard underlying technology environment.

The business case transmitted to you today uses the 2004 consulting analysis, taking a pro rata share of countywide numbers for Executive branch IT organizations.  Some timing adjustments were made to reflect my directions as follows: 
· Staffing changes and reductions must be deliberatively planned and managed to avoid unnecessary disruptions to service delivery.

· Server consolidation investments must be carefully planned at a project level to ensure the resulting application environments are correctly and securely configured.

· Central management tools and practices must be put into place to support standardized workstations in the most efficient manner.
The 2004 consultant’s report considered the status quo and two alternatives labeled “complete centralization” and “distributed applications support.” Functions evaluated in their analysis included: Customer Services, Business Application Services, Systems Services, IT Planning and IT Administration.  The cost benefit analysis also compared the relative cash flow of the status quo to the preferred and recommended alternative.
The cost/benefit analysis compared the models across five discrete areas:
1. Labor adjustments

2. Service consolidation

3. Workstation standardization

4. Service center build-out

5. Enterprise architecture and transition activities

The status quo option was rejected by the consultant based upon their quantitative analysis.  The consultant’s recommended alternative provided, on an enterprise level, a positive return of $63.9 million over a 15-year period.  This translates to a net present value of $34.3 million with an internal rate of return of 27%.  Early in the fourth year of the reorganization, a positive cash flow is projected to begin, and breakeven is projected during the fifth year.

I agreed with the 2004 consultant’s conclusion that the status quo option simply prolongs the inefficiencies of the existing IT organizational structure, and puts the county at risk for increased costs of providing for effective IT service delivery over the long term.

While I considered the benefits defined by the 2004 consultant’s recommended alternative, many challenges were identified that prevented immediate and direct acceptance of these recommendations.  Because of the identified challenges, I developed an alternative approach to reorganize IT in an incremental and phased approach, with my branch slated to be restructured first, followed by an evaluation of the improvements made and consideration of how to best provide similar improvements for the remainder of the county.  

Recommendation
My recommendation will establish a clear line of authority in the Executive branch for the management of IT functions.  We will accomplish this with minimal disruption to the current management structure of our departments.  No physical re-locations or changes to current systems or facilities are proposed at this time.  The change in organizational structure comes from a new reporting relationship for department IT managers.  
Under my recommendation, Executive branch departments will establish IT service delivery managers who will report directly to the county’s Chief Information Officer (CIO) and to the department director on service level performance matters.  Each IT service delivery manager will work under the direction of the CIO and in coordination with the department director to prepare the department’s IT Service Delivery Plan.  The plan will define the scope of services that will be delivered to the department, under the management of the IT service delivery manager.  The department director will ensure the appropriate levels of budget and staff resources are available to fulfill the commitments of the plan.
Legislation
During the County Council’s deliberation of the 2006 Annual Budget, several proposed appropriation requests were not acted upon, pending your receipt of my recommended organizational changes.  This transmittal completes the conditions set forth in the adopted 2006 budget and should be reviewed in conjunction with the following ordinances provided on 
March 1, 2006:

· Proposed Ordinance 2006-0110 recommends amendments to county code (KC.C. Title 2) to facilitate the consolidation of IT functions within the Executive Branch.

· Proposed Ordinance 2006-0111 making a supplemental appropriation of $1,204,589.
The following requests are included in the appropriations ordinance:
· Internal Support – An adjustment in the amount of $294,943 is proposed to Internal Support to make correcting entries for placeholders for rate reductions in I-NET, ITS – Technology Services, and OIRM that were included in the 2006 Adopted Budget as follows: I-NET $17,832, ITS $252,609, and OIRM $24,502.
· I-NET Operations – The supplemental request provides $42,511 and 1.0 FTE appropriation to fund an Administrator II position in I-NET.  The position will improve customer communications and meet obligations identified in I-NET customer contracts.
· Office of Information Resources Management – Supplemental appropriation in the amount of $55,686 and 1.0 FTE is provide to OIRM to fund a Confidential Secretary to support the county’s Chief Information Officer. 
· ITS – Technology Services - $601,449 and 10.0 FTE appropriation is provided to ITS to provide funding for 2.0 FTE System/Network Engineers, 4.0 FTE ADSS O&M Application Analysts, 2.0 FTE ADSS New Development Application Analysts, 1.0 FTE Web Analyst, and 1.0 FTE Technical Project Manager.  The appropriation also provides $210,000 in contingency appropriation to provide adequate budgetary resources to perform services to county agencies for new development projects.

I certify that funds are available to support the appropriations ordinance provided on March 1 and summarized above as well as for the ordinance requesting an appropriation of $440,000 included in this transmittal.
Your approval of this legislation will enable the resources needed to carry out this critically important improvement to IT organization within the Executive branch.  I ask the council to give my recommendation your careful consideration and join with me in supporting these improvements that produce not only a healthy return on investment, but a more secure and reliable IT environment that is critical to the delivery of essential county services.
Sincerely,

Ron Sims

King County Executive
Enclosures

cc:
King County Councilmembers



ATTN:  Shelley Sutton, Policy Staff Director



  Rebecha Cusack, Legislative Committee Director, BFM Committees



  Anne Noris, Clerk of the Council


The Honorable Michael Trickey, Presiding Judge, King County Superior Court

The Honorable Corinna Harn, Presiding Judge, King County District Court

The Honorable Scott Noble, King County Assessor

The Honorable Norm Maleng, King County Prosecuting Attorney

The Honorable Susan Rahr, King County Sheriff

Bob Cowan, Director, Office of Management and Budget

David Martinez, Chief Information Officer

Department Directors
