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SUBJECT:
AN ORDINANCE creating the office of information resource management capital fund as a first tier fund.  The purpose of the proposed fund is to support the county’s financial management of capital technology projects identified by the project review board.  
SUMMARY:


The purpose of Proposed Ordinance 2002-0093 is to create a new tier one capital fund for the office of information resource management.  The proposed ordinance would amend and add a new section to King County Code 4.08 to create the proposed capital fund.  As a tier one fund, interest income accrued from this fund would remain within the fund.  

The Budget and Fiscal Management Committee passed Substitute Ordinance 2002-0093 out at its meeting on March 13, 2002 with a do pass consent recommendation.  

BACKGROUND:


The King County Auditor conducted a management audit of information technology (IT) planning, development, and implementation processes in 1999.  The audit was prompted by council concerns regarding the adequacy of information technology planning and management.  The audit found deficiencies in IT strategic planning, project selection, project management, financial management and governance.  An information technology peer review was conducted in 2000 that also found similar findings.  In 2001, a management audit of the financial systems replacement project also found similar findings regarding information technology governance. 
In an effort to improve IT planning, project management and oversight, the county council created a new IT strategic planning office, the Office of Information Resource Management.  A new chief information officer position was also created.  In addition, the county council also created a cross-county governance structure for information technology.  The new IT governance process created four new bodies – the Strategic Advisory Council, the Business Management Council, the Technology Management Board, and the Project Review Board.  This process replaced the former Information Resource Council that was found in the 1999 IT management audit to be ineffective.  A general description of each component is presented below;  
The Office of Information Resource Management (OIRM) along with a Chief Information Officer position was established in December, 2000 with the adoption by the County Council of Ordinance 14005.  The Office of Information Resource Management is chartered to ensure a common technology vision, planning and oversight of information technology management in the county;  

The Project Review Board was established by Ordinance 14155 in July 2001.  It is chaired by the Chief Information Officer (CIO) and includes the Budget Director, the Assistant Deputy County Executive, and the Director of the Department of Executive Services.   When the Project Review Board convenes to review a project’s status, this core group will be augmented by the project’s sponsoring agency director.  There may also be requests for additional individuals to participate such as the project management team and other business and technology management representatives may be asked to participate;
The Strategic Advisory Council is chaired by the County Executive and consists of elected representatives from all branches of the county government.  Councilmembers Constantine and Hague are the council representatives.  The purpose of this body is to advise the CIO in developing long-term strategic objectives for information technology deployment countywide.  This group meets biannually.  Its first meeting was December 2001;
The Business Area Council is chaired by the CIO and consists of business representatives from across county government.  The council administrator is a member of this body.  The purpose of this body is to advise the CIO in developing short-term, mid-term and strategic business objectives for information technology at the agency level and in recommending business application proposals for funding.  This group meets monthly; and
The Technology Management Board is chaired by the CIO and consists of technology managers from across county government.  This body advises the CIO on technical issues, including privacy and security, applications and data management, and infrastructure, and recommends technology program proposals for funding.  This group meets monthly.

ANALYSIS:


Several of the findings in the IT management audit have yet to be addressed.  All of these issues make fund management and project management of IT capital projects a challenge.  IT financial management outstanding issues are as follows:
· The county still does not have a capitalization policy.  It is unclear how IT projects are classified as operating or capital projects.  Classification differs across county agencies;

· Operating and capital funds combined.  IT operating and capital resources are sometimes combined in the same accounting fund.  Therefore, it is difficult to financial manage each project; and 
· Dual purpose funds continue to exist.  IT capital funds for current expense and crossover agencies combine purposes.  These capital funds combine facilities maintenance along with IT capital projects.  
Creation of the proposed OIRM capital fund would improve some of these financial management issues presented.  The purpose of creating the OIRM capital fund is to provide an accounting structure to support the financial management of current expense IT capital projects.  Currently, there is not a separate IT capital fund for internal service current expense agencies.  Current expense IT capital projects are accounted for in the ITS capital fund.  This fund also includes equipment replacement and, therefore, makes financial management of the fund difficult.

This proposed ordinance would transfer financial management of information technology development projects from the ITS capital fund to the proposed OIRM capital fund.  If approved by the council, the primary function of the ITS capital fund would be restricted to a single purpose: equipment replacement.  
Non current expense agencies (e.g., Roads, Transit and Natural Resources and Parks) already have separate accounting funds for IT capital projects.  These separate accounting funds allow for transparent financial management of IT capital projects.  However, straddle agencies, such as Public Health, do not have a separate accounting fund for IT capital projects.  This may be an area the council may wish to address in the future.  

A separate proposed capital improvement project correction ordinance (Proposed Ordinance 2002-0092) would transfer several capital projects from the ITS capital fund to the proposed OIRM capital fund.  Table 1 shows the proposed capital projects along with project budgets to be moved into the proposed OIRM capital fund:
Table 1

Proposed OIRM Capital Fund Projects

	
	Revenue Budget

	JJWAN
	$75,000

	Electronic Court Records, Part One
	$330,884

	Electronic Court Records, Part Two
	$750,000

	Jail Billing System
	$259,215

	Roster Management System
	$269,465

	Case Scheduling Application Re-Write
	$79,872

	Total Proposed Transfer
	$1,764,436


REASONABLENESS:
Creation of this fund appears reasonable.  Creation of this fund is consistent with the recommendation of the 1999 ITS management audit that recommended isolating and monitoring all relevant IT costs.  Creation of this fund would make more transparent financial management of capital IT projects.

AMENDMENT:
A technical amendment has been prepared to align the fund managers for the OIRM capital and operating funds.  Under the reorganization ordinance passed lased year, the fund manager for the OIRM operating fund (Fund 5470) was inadvertently changed to the Department of Executive Services Director.  This amendment would change the fund manager for the OIRM operating fund to the Office of Information Resource Management.  This change would make fund management for both the OIRM capital and operating fund consistent.  As stated in K.C.C. 4.08.015, the director of the county department primarily responsible for fund expenditures, shall be the fund manager.
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