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Confidence in Government
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m Not mWaell Spent

2012

2010

2008

2007

2006

Elway Poll, April 2012



Confidence in Government

“During scouting trips,
GSA “VIPs” were shown
upgraded suites that they
received as a perk for
GSA contracting with the
M Resort for the 2010
WRC. Loft suites have
2,400 square feet of
space, two stories,
multiple HD televisions
and wet bars...

b _._"

72 MORE VIDEOS OF GSA ENPLOYEES
(5% "CLOWNING" AROUND ON THE CLOGKS




Confidence in Government

Exhibit 2
Almost one in three cell phones was unused or little-used

Little-used
phones
4,664
($1.3 M)

Unused phones
2,015
($533K)

Regularly used
phones
15,212

(7.4 M)

Seurce: Stare Auditor’s Ofice analysis of Billing data prowided by Wenizon, Sprint, and ATET,




TPI, 3178, PTIl, 5931,

Pacific Technologies, Inc.

Current (actual) IT
Expenditures

Proposed (budgeted)
IT Expenditures

An Evaluation of Washington State’s

Practical Planning. Positive Change.

Data Provided to Meet Requiremen

expense, Project X & Y, and ITFTE's

Statewide and by agency for FY12 and FY13, by object of

expense, Project X & Y, and ITFTE's

Statewide and by agency for FY12 and FY13, by object of

State of Washington
Agency Total Cost of IT Ownership Assessment

DRAFT Final Report
Version 1.6

Gartner

Prepared for: State of Washington

knowledge powering results

R COHSULTING

Financial
Reporting
System (A

State Auditor’s Office - IT Services and Cost Study

IT PERFORMANCE AND COST STUDY
FINAL REPORT

AFRS

December 15, 2009

CERTIFICATION OF ENROLLMENT

ENGROSSED SUBSTITUTE SENATE BILL 5931

c2nd Legislature

2011 1st Special Session

Specific IT Budget Statutory Requirements
(ESSB 3178, Section 3)

——————————————————————————————————— Bttt 0]
OFM shall collect from agencies, reports, summaries, and budget detail in

detail sufficient to allow review, analysis, and documentation of all current
and proposed expenditures for information technology. This information
shall be submitted as part of the OFM budget submittal required by RCW
43.88.030.




We Are Not Alone...

Our Challenge

Engineering, Operations & Technology | Information Technology

No Reliable Single Source of Truth

- Disparate data repositories and no mapping of relationships
between costs, assets, labor, utilization and performance

Inconsistent Reporting
= Data manipulations required to produce management reports

Getting a Handle on Costs
= IT spend continues to grow without clear RO

Strategic Decision Making

= Lack of thorough datasets to support strategic decision
making

ClassiclT Challenges



TBM & Apptio Momentum

Company Leadership TBM Adoption

» Pioneers of Technology Business TBM Analytics »
Management O customers Sachs

i e
« The only solution purpose-built © solutons %
for IT Cost Transparency
Gl 200 employees |
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Gartner Excel Worksheet

do-c A FBIZ-ESI0 0 HE % =

10

Office of

& Chief Information Offices

| Al - Q £
A B C D E F G H | J K L

1 Applications Development

2 Totals for data | Total Personnel Costs $G| SO| SO| SO‘ SO‘ SG‘ $G| $G|

3 entry Total FTEs - | - | - | - ‘ - ‘ - ‘ - | - |

4

5 Applications Development

Fully burdened Program
cost (Salary + FTE Check mer/Anal Infrastruc Business | Project | Services | M,

6 Employee Name Job Class benefits) (should equal 1.0) yst DBA A/Test | ture Dev | Planning | Analyst | Tracking | Admin A

7 EXAMPLE: JOHN DOE C5-1 $85,352 1.00 0.1

8 - - - - - - - - -

L] - - - - - - - - -

10 - = = = = = = = =

B c D E F G - - - - - - - - -
1 Gartner, Inc _ _ _ _ _ _ _ _ _
2 Benchmarking Solutions 5.2 - = = = = = = = =
3 Office of Doing Good Things - - - - - - - - -
a - - _ - - - - - -
5 Wintel ITOB
6 Name Insourced Qutsourced Qutsourced Outsourced
. Other State External to

7 Sourcing Type Insourced DIS-Provided Dept State
8 Budget Type Direct Direct Direct Direct
9 Region Located
10
11 Spending
12 |Non-Personnel Benchmarking Solutions 5.2
13 Hardware 565,838 Office of Doing Good Things
14 Software $188,837
15 Connectivity $26.840| [wintel Inventory
16 Disaster Recovery $90,117 Number of Architecture Annual
17 Facilities/Occupancy $73,292 Number of 0S Processors per MHz per Structure (16, 32, yrs to depreciati |Year
18 Unallocated (Non-Personnel) 50 Number of Servers Ins; Server Proce 64, 128 bit) Price depreciate  |on purchased
19 [Total Non-Personnel $444.925 £ 4 — s =
20| |Personnel | 14 169 8 2,300 64| 10000 4l 1A 2007
21 Technical $804,396 18 18 2 2,300 64 5000 5 1-Jan 2006
22 Planning & Process Mgmt $136,791 7 7 8 2,300 64 15000 4 1-Jun 2007
23 Services Administration 50




Beyond Excel...

Winkel Servers
41,392,992

I RANERNRRRRRRERRRRRRNEN] 13% (AR RRERNRRRRERRERRRENRNRRRRERERRERRRHN] lllllllllllllllllllllllllllllllll51% LAR IR R LR RERELLER LY
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E ‘lllllllllllllll.q.g% IEEEEEEEE R E D% E
- oy 240 =
: : D15, ===t 1000 =

Jd 3 3 3

Hardware Total Personal Software Connectivity Disaster Recovery Unallocated Facilities,/Docupancy
$519,611 $1,571,198 $903,229 $111,360 $90,117 $62,528 $119,255




Cost Pools

Standard Definition

Outside

Services

Hardware

“ m .

= |nternal FTEs

= Salary &
wages

= Benefits

= Other
overhead
(e.g. T&E,
training, etc.)

= Contractors
= Consultants

= External
Services
(e.g. hosted
data center,
outsourced
email, Saa$)

= Hardware
depreciation

= Hardware
expense (e.g.
monitors,
keyboards,
drives)

= Maintenance
& Support

= Software
amortization

= Software
expense
(e.g. software
< S1k)

= Licensing

= Maintenance
& support

= Space / lease
= Power

= |easehold
Improvement
(LHI)
(e.qg. raised
floors, racks,
cabling, etc.)

= Circuits
= Toll-free
= Usage

" |nternet
access

= Content
delivery
network
(CDN)




Full View of a Typical IT Cost Structure

BUSINESS SERVICES END-USER SERVICES HOSTING SERVICES

Design Products Market Build & Bill & Service

& Sell Deliver Products Customers * User Services
* Desktop Services

* Mobile Device Services
* Email Services

*Voice & Conferencing

* File & Print Services

* Access Services

* Compute Services
* Storage Services

* Network Services
* Software as a Service

* Design products * Sell products * Procure resources * Bill customers

* Prepare for * Manage orders * Build products * Provide customer
production * Manage customer « Deliver products service
*Manage IP relations * Manage inventory * Support customer

inquiries
Focus

Enterprise . Ecommerce
. Service Desk Data Centers
Services Hosting Network & EUC
Data Voice . App Dev/
e Storage “ Support DeSktop ) Mgmt

COST Outside Hardware Software Facilities Telecom
POOLS Services

Initial

Servers &

IT PRODUCTS Storage

Data

IT RESOURCES Center

Ent Arch Bus Soln’s IT QA IT Securit) Client Serv Proj Office Bus Office Clo
COST S X )

SOURCES Payroll Benefits

Travel Prof Dev Prof Serv i i . Supplies ' Transfers




Technology Business Management

Measure \1/ Optimize Infrastructure \l' l Provide Bill of IT
—> |T & Vendor ; . Cost, Quality, &
Define Model Benchmark Determine (Cost, Quality
Performance Products & Consumption)
~ (cost | Quality | Cost _ Rates
Services Utilization) (Internal | External) (Cost | Price | Plan)
. . N A A
Reclaim / Retire | i
Actuals (ABC) Base Rates on Actual Cost Choose

Underutilized

Assets N Product & Service

=

g @

e =

& @

o ¢ @

©

£ '§ Consumption 9
O (&} .

2 Technology Business Management 5

° 2 Benchmark 3

T B Efficiency ] -

> _ ! Re(s,g;‘ges Forecast %

3 Manage Budget Variance Base Rates on Planned Cost : > Service < o

_ A [ 9

= Assess v Demand &

—= Utilization & Forecast Plan & Establish Decompose Prioritize Foregast -

Conformance & Manage =~ Procure ~ Fiscal = Resource Business Bgf;’ ;hss
Expense JIT Budget ($) Plan (Units) Demand
Forecast
Define o New @
Dollars .
SLAs & KPIs Continuous Sensing (CTB) Projects

IT Planning



Data Sources Required

e Sourced data:

— GL Actuals
— GL Budget
Chart of Accounts

— Cost Center Master

— Fixed Asset Register

— Headcount by Department/Cost Center

— IT Resource Tower List (we can provide a starting point)
— Server Asset List

— Mainframe apps/usage

— Application List

— Business Service List (we can provide a starting point)

e Mapping tables (we would typically help construct
these):

— Account Code to Cost Pool Mapping

— Cost Center to IT Resource Tower Mapping
— Server to Application Mapping

— Application to Business Service Mapping



CAPABILITY

Stair Step to Improvement

DEFINE

MEASURE

ANALYZE

p

Business Impact

e Drive IT accountability

~

¢ Provide fair and
defensible allocations

Work Streams

e Establish Governance
Structure

* Define IT Services &
components

* Understand report
requirements

¢ Design cost model &
allocations

* Analyze and review
available data & process
gaps.

4 N

Business Impact

* Foundation to support 4
core TBM processes.

¢ Drive TCO Transparency
Finance, Supply Chain &
Product Management.

Work Streams

¢ Understand TCO & actual
cost vs. price

e Compare Unit Costs to
Benchmarks

* Integrate utilization to
understand “low” hanging
fruit

* Analyze & prioritize data
cleanup

* Provide clear &
consistent stakeholder
reporting

p

Business Impact

¢ Drive cost reduction &
infrastructure
optimization initiatives.

~

Work Streams

¢ Validate TCO & refine
allocation methods

¢ Identify & model cost
opportunities (What-If’s)

* Operational adoption

* Improve inventory
accuracy

* Application
Rationalization

Internal IT Cost Transparency

TBM Framework

Define & Align

MANAGE

OPTIMIZE

p

Business Impact

* Begin to change business
behavior.

~

¢ Transparency into impact
of chargeback changes.

Work Streams

¢ Introduce ProForma
Invoice & new service
catalog

* Proactively engage &
educate the business

* Prepare for Chargeback

Insights & Decisions

Validate &
Operationalize

\ /

Business Alighment

Analyze

Incorporate into regular.

p

Business Impact

* Manage IT supply &
business demand

Work Streams

* Provide business with
tiered service offerings

~

* Align service with
purpose

Implement chargeback /

Business Optimization

Review

Initiate improvements

and monitor performance

, planned reporting &

accountability reviews with IT leadership

Refine and improve model and allocations to support current & future state

TIME

regularly



Proposed Agency Grouping

Wave 1
Agency
Department of Social and Health Services
Consolidated Technology Services
Department of Employment Security
Department of Enterprise Services
Department of Labor and Industries
Department of Corrections
Department of Transportation
Department of Health
Department of Revenue
Department of Licensing

Wave 4
Agency
Liquor Control Board
State Investment Board

Community and Technical College System
Office of the Insurance Commissioner

The Evergreen State College

Office of Administrative Hearings

State Lottery Commission

Washington State Criminal Justice Training
Commission

Recreation and Conservation Funding Board
Washington State Gambling Commission

Grouping
Over30M
Over30M
Over30M
Over30M
Over30M
Over30M
Over30M
Overl0M
Overl0M
Overl0M

Grouping
Cabs
OCIO/COE
HiEd
Other
HiEd
Cabs
Cabs
Cabs

Cabs
Cabs

Wave 2
Agency
Department of Ecology
Department of Natural Resources
Department of Veterans' Affairs
Washington State Health Care Authority
Department of Retirement Systems
Washington State Patrol
State Parks and Recreation Commission
Department of Agriculture
Department of Fish and Wildlife
Superintendent of Public Instruction

Wave 5
Agency
Eastern Washington University
Washington State University

Central Washington University
Higher Education Coordinating Board
Western Washington University

Grouping
OverlOM
OverlOM
0CIO/COE
Other
Other
OverlOM
Other
Other
Other
OverlOM

Grouping
HiEd
HikEd
HikEd
HiEd
HikEd

Wave 3
Agency
University of Washington
Military Department
Department of Financial Institutions
Western Washington University
Department of Early Learning
Department of Commerce
Office of the Attorney General
Utilities and Transportation Commission
Board of Industrial Insurance Appeals
Office of the State Treasurer
Office of the State Auditor
Office of the Secretary of State

Grouping
HiEd
Other
Other

Other
Other
Other
0OCIO/COE

Cabs

Other
Other
Other



Program Schedule - Phase 1

Jun12 l- Jul 12 Aug 12 Sep 12 Oct 12 Nov 12

Service Costing

x X

Incorporate Apptio IT dashboard & metrics into IT Management reporting & planning
to enable transparency and cost take-out

Wave 4: 4th
10 agencies
- Design

”,
oy
®)
0%
D
0%

Wave 5:
Remaining
Agencies -

Design




Program Structure

STEERING COMMITTEE
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) - i |
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|
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DOT DNR CcoOM INS GMB TESC Appti I
DES SPI SAO DFI LoT HECB pptio :
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Data Sources That Drive Allocations

General Ledger OpEX, Fixed Assgts (Depreuat_lon & Amortization), CapEx
Source of IT operational costs and investments.

Organization Org Structure, Locations
Drive Bill of IT reporting and analysis; define unit costs by location

IT Employees/Contractors, Company Employees/Counts

People . ) ) )
Drive IT labor allocations and end-user service allocations

Hardware/Software Schedules, Outside Services Schedules
Drive high-level allocations of hardware, software and services

Financial Schedules

IT Inventory & Asset Lists, CMDB and Enterprise Management Systems
Utilization Drive DC, NW, Server, Storage, Desktop, App and other IT Service cost allocations
and unit costs; analyze utilization and efficient use of assets

Mgmt/ Tim
Reporting

Service Desk Help Desk Tickets by Category, by Person/Dept
Allocate support & maintenance costs by IT products, services and users

Portfolio Categorization, Project Lists, Labor by Project
Drive IT labor allocations, identify IT capital / project investments




	FMAC 2012�Improving IT Financial Transparency�Insights into managing IT spending�Thursday, June 28
	Confidence in Government
	Confidence in Government
	Confidence in Government
	TPI, 3178, PTI, 5931, X, Y, TCO
	IT Data Problem: Analogy
	Slide Number 7
	TBM & Apptio Momentum
	Slide Number 9
	Slide Number 10
	Cost Pools
	Conceptual Cost Model
	Technology Business Management
	Data Sources Required
	Stair Step to Improvement
	Proposed Agency Grouping
	Program Schedule - Phase 1
	Program Structure
	Data Sources That Drive Allocations
	End



