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METROPOLITAN KING COUNTY COUNCIL

LABOR, OPERATIONS AND TECHNOLOGY COMMITTEE
STAFF REPORT

AGENDA ITEM: 5
DATE: July 11, 2006 
PROPOSED NO: 2006-0268
PREPARED BY: Jennifer Giambattista
SUBJECT: A MOTION to approve a methodology to identify, validate, capture and report cost saving opportunities from information technology projects. 
SUMMARY:
Proposed motion 2006-0268 would approve the methodology described in the report, Cost Savings Opportunities from IT Efficiency Projects. This methodology report was prepared by the Executive in response to a proviso (see attachment 3) included in the 2006 annual budget requiring the development of a methodology on how costs savings resulting from information technology (IT) projects will be identified, validated, captured, and reported. The approval of this motion would release $50,000 of the 2006 appropriation for the Law, Safety, and Justice Integration Program. 
While the methodology report generally appears to meet the objectives of the 2006 proviso, there are several issues the Committee may consider in order to ensure the adoption of an effective cost savings methodology. First, the Committee may consider requesting the methodology to be revised to address the need for a single point of contact for accountability. The Committee may also request the Executive to provide the specific format in which cost savings information will be conveyed to the Council. Lastly, the Committee may request that the methodology report be reviewed by the Strategic Advisory Council prior to its resubmittal to Council. If the Council withholds approval of the report until these issues are addressed, the release of the $50,000 appropriation for the LSJI program will be delayed. However, this project appears to have adequate funds to cover expenditures at this time. 
BACKGROUND:
King County spends considerable resources on information technology capital projects. For example, the 2006 budget approved by the Council includes $48.1 million in information technology projects. For those projects that are intended to create efficiencies and generate cost savings, realizing those benefits is essential. The 2006 budget proviso requested that the Executive prepare a report for Council approval on a methodology to capture cost savings from information technology projects. The expenditure of $50,000 of the appropriation from the LSJI Program was conditioned upon Council approving the requested methodology report. At the March, 2006 Strategic Advisory Council (SAC) meeting the subject of benefit realization received considerable discussion, particularly how to establish accountability for achieving IT Benefits. At the SAC meeting, the county executive stated that the IT benefit realization framework needs to provide direction for who is accountable for realizing IT benefits. The county executive committed to bring a revised IT benefits framework to the September, 2006 SAC for their review.
The cost savings methodology described in the report applies to those projects that are intended to reduce existing budget allocations through improved operating efficiencies. As discussed below, the methodology consists of two primary tasks: 1) Identifying initial savings through the business case and, 2) establishing and implementing budget reductions. Each of these tasks involve a number of components. 
1. 
Identifying Initial Savings Through the Business Case. As described in the methodology report, the first opportunity for reporting the potential costs savings will be in the business case that is prepared for most information technology projects. The business case will identify the timing and amount of savings, the timing and cost of the project, and include a cost-benefit worksheet. These cost-benefit worksheets will identify the savings from efficiency for IT projects. The business case will be available to Council at the time the request for project funding is submitted to Council. The cost savings identified in the business case would be updated over the life of the project.
While the methodology report provides for cost savings to be identified in the business case, it does not provide direction for establishing a single or collaborative accountability point of contact. As a result, while benefits may be identified in the business case, the methodology report does not discuss who is responsible for achieving those benefits. 
2. 
Establishing and Implementing Budget Adjustments. The methodology report indicates that while budget actions will be scheduled based on the projected cost savings, actual budget reductions will be based on actual savings and will not occur until after the project has achieved cost savings. The Executive will identify budget actions by expanding the “close-out” report currently used by the Executive to include a discussion of the benefits that have been achieved. This section of the report (benefits realization report) can be completed up to one year after the full impacts of the project are realized and after the close out report is completed. Prior to completing the close out report, the person responsible for completing the benefits realization section of the report will be identified. However, the methodology does not identify who is actually accountable for achieving the benefits. 
Once identified in the benefits realization report, the reductions will occur in the annual budget process as part of each department’s budget submittal. The methodology report indicates that OMB is developing an annual report on budget adjustments that will be included in the Technology Business Plan. The report will detail current budget reductions to be transmitted, and a summary identifying expected future reductions based on new project budgets as well as existing (but not yet completed) projects. However, the format of the report within the Technology Business Plan has not been established.  
ISSUES:
The committee may choose to delay action upon the proposed motion 2006-0268 until the executive transmits a revised report that addresses the issues discussed below. While withholding approval of the methodology report will delay the release of the $50,000 CIP appropriation, the available funds appear to be sufficient to support the project. 
1. 
Establish clear accountability at the start of the project for achieving the cost savings. The Committee may choose to consider requesting the Executive revise the methodology report to include in the methodology the identification of a single point of contact for accountability. At the March, 2006 Strategic Advisory Council (SAC) meeting, suggestions included identifying the project sponsor (the department at which the IT project is occurring) as the single point of contact. The project sponsor could sign off on any projected cost savings at the time the business case is developed. For those projects occurring across multiple departments and agencies, individual departments and agencies sign off on cost savings that are projected for their departments. 
2.
Clarify the format for the cost savings report. The Council may also choose to request the Executive provide specific information on the format in which cost savings information will be conveyed to the Council. 
3.
Sign-Off on methodology by Strategic Advisory Council. The Council may choose to request that the methodology report be reviewed by the SAC, prior to it being resubmitted to Council. The methodology report is expected to be discussed at the September, 2006 SAC meeting. A discussion of the methodology is of particular interest to the SAC since it has been a topic at recent SAC meetings and all members of SAC will be affected by the requirements of the methodology. 
ATTENDING:
David Martinez, Chief Information Officer
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