FA.04

| nfor mation Technology
Department of Budget and M anagement

Operating Budget Data

($ in Thousands)

FY 00 FY 01 FY 02 % Change
Actual Working Allowance Change Prior Year
General Fund $57,093 $49,156 $46,948 (%$2,208) (4.5%)
Special Fund 20,763 13,162 11,702 (1,459) (11.1%)
Reimbursable Fund 12,526 19,034 18,751 (282) (1.5%)
Total Funds $90,382 $81,351 $77,402 ($3,949) (4.9%)

o The fiscal 2002 allowance includes a$5 million increase for the establishment of a ProgranvContract
Management office within the agency. Thisis offset by a $5.4 million decrease due to cessation of
development/implementation of the new statewide budgeting system.

o The allowance aso reduces the personnel benefits system contract by $15 million.

Personnel Data

FY 00 FY 01 FY 02

Actual Working Allowance Change
Regular Positions 145.00 160.00 153.00 (7.00)
Contractual FTES 25.00 16.60 13.00 (3.60)
Total Personnel 170.00 176.60 166.00 (10.60)
Vacancy Data: Regular
Budgeted Turnover: FY 02 9.30 6.08%
Positions Vacant as of 12/31/00 29.00 18.13%

o The agency abolished 7 regular and 3.6 contractual positions due to areorganization to better align
specific functions.

Note: Numbers may not sum to total due to rounding.
For further information contact: William J. Powell Phone: (410) 946-5530
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Analysisin Brief

| ssues

Statusof Major I nformation Technology Systems Statewide: State spending infiscal 2001 totalsnearly
$570 milliononinformationtechnology (I T) related goodsand services. Inrecent years, the Statehasalso
spent millions on the development of I T projectsthat have produced inadequate computer systems. This
issue highlightsthe statusof Statel T projects. It isrecommended that the Department of Budget and
Management (DBM) address efforts that it plans to undertake to improve the design and
development of major information technology systemsthroughout State agencies.

IT Development Costs Need To Be Identified Separately: Project development costs are currently
budgeted with operating expenditures even though the activity is not an ongoing operation. Budget bill
language is recommended that requires major IT development project costs to be budgeted in
separate appropriation level programs.

Reporting of I T Spending PlansNeeds Additional Work: Thereporting of IT spending plansby several
agencies contains dataomissionsthat limit itsusefulness. Also, there are other dataissueswith the Office
of Information Technology (OIT) electronic submissions. Budget bill language is recommended to
modify thelnformation Technology Project Request (I TPR) submissionsto providemoredetailed
budget information on IT budget requestsand later revised to reflect the Governor’s allowance.

Audit Disclosed Significant Deficienciesin Procurement and Monitoring Activities: The audit report
disclosed significant deficiencies in procurement and monitoring activities related to the department's
information technology contracts and grants. Additionally, significant problems in the area of the
department'sstatewide telecommunicationresponsibilitiesareaso noted. Thedepartment should brief
the committees on the status of its actions to implement proceduresto improve the procurement
and monitoring of information technology contractsand grants, aswell asitseffortstoresolvelong-
standing issues within the Division of Telecommunications.
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Recommended Actions

© o N o

11.

Add budget language which modifies the Information Technology
Project Request.

Add budget bill language to permit use of the I TIF to fund aportion
of the fiscal 2001 public safety deficiency and other IT projectsin
DBM.

Add budget bill language to require DBM to create separate budget
programs for major information technology development projects.

Add language to require legidative review of all projects in the
Information Technology Investment Fund.

Add language which restricts the use of fundsfor the establishment
of the Program Management Office.

Reduce by 50% the allowance for the “50-65-80" initiative.
Reduce allowance for positions abolished by the agency.
Delete vacant position.

Delete 25% of operating costs associated with the High Speed Data
Network.

Reduce the reimbursable fund budget by $141,297.

Adopt committee narrative directing DBM to define web-enabled
services.

Total Reductions

Updates

Funds

$ 2,614,000
438,743
57,647
503,750

141,297

$ 3,755,437

Positions

1.0

1.0

The OIT Improves|ts Grade for Information Technology from C to B: The second installment of the
Government Performance Project survey attributes much of the improvement in Maryland's grade to its
plan to build a multimedia high bandwidth communications network.

Two Bills Introduced in the 2001 Session Impact Information Technology: Two legidative bills if
enacted will have an impact on information technology. The billsfocus on equal access by businessesto
State telecommunication infrastructure and the procurement process.
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FA.04

| nfor mation Technology
Department of Budget and M anagement

Operating Budget Analysis

Program Description

The Department of Budget and Management's (DBM) Office of Information of Technology (OIT)
advances the appropriate use of information technology to meet the needs of citizens for quality, value,
and responsiveness in the provision of services by Maryland State government. The office develops and
administers policies, standards, and planning processes to support the management and procurement of
information technology (IT) systems, services, and equipment. Further, the office develops, maintains,
and operatesstatewide I T applicationsand telecommunications systems. Under the direction of the Chief
of Information Technology, the office makes budgetary and priority recommendations to the Secretary
and the Governor and plans the effective, comprehensive, and coordinated use of IT to further State
objectives.

The office also managesthe Information Technology Investment Fund (I TIF), whichisanon-lapsing,
special fund that encourages State agencies to be more effective in their use of information technology.
The fund is used for two main purposes: (1) to fund education-related information technology projects;
and (2) to fund State information technology projects.

Governor’s Proposed Budget

Asshown in Exhibit 1, the fiscal 2002 allowance for the Office of Information Technology declines
by $3.9 million ( 4.9%). Genera funds decrease by $2.2 million (4.5%), special funds decline by $1.5
million (-11.1%), and reimbursable funds decrease marginally by $282,000 (-1.5%).

Personnel items account for a$284,931 increase in the fiscal 2002 allowance. Thisincludes funding
for the annualization of the fiscal 2001 increments and cost-of-living allowance and the general salary
increase. The agency cut 10.6 (7 regular and 3.6 contractual) positionsin the fiscal 2002 allowance due
to areorganization to better align functions and maximize the use of available resources. The fiscal 2002
allowance for contractual positions declines by $102,000. Funding for 2 of the 7 regular positions are
non-funded, while funding for 5 regular positions ($439,000) remainsin the allowance. The agency plans
to redlocate savings to a resource pool to be used for obtaining specialized expertise within the
organization teams as needed. It is not clear to what type of "specialized expertise” the agency is
referring. Isthis fund source for training of existing personnel or to secure consulting services? In any
case, it is being set-aside for activities for which it was not intended. The Department of L egidative
Services (DL S) recommends deleting the funding associated with the 5 regular positions. The
agency should fund these activities out of existing revenues.
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Exhibit 1

Governor's Proposed Budget
I nformation Technology
($in Thousands)

General Special Reimb.
How Much It Grows: Fund Fund Fund Total
2001 Working Appropriation $49,156 $13,162 $19,034 $81,351
2002 Governor's Allowance 46,948 11,702 18,751 77,402
Amount Change ($2,208) ($1,459) ($282) ($3,949)
Percent Change (4.5%) (11.1%) (1.5%) (4.9%)
Wherelt Goes:
Per sonnel Expenses
Abolished/transferred positions .. ...t ($386)
Fiscal 2002 general salary inCrease . ... ..ot 164
Increments, fiscal 2001 increase phase-inandother ............ .. ... .. .. .... 391
Employee and retiree health insuranceratechange . .......... ... ... .. 139
Retirement contributionratechange . ... (78)
TUurnoVEr adjUStMENES . . . . o e e 43
Other fringebenefit adjustments . ... ........ ... ... . . 13
Subtotal $285

Major Technology Systems
Web-enabling applications or information from applications for internal and external

customers (50-65-80 initiative) . . ...t 7,328
Theroallout of the Budgeting Preparation Analysis System (BPAS) is halted prior to full
IMPlEMENtation . ... ... . e (5,430)
The Personnd and Benefits Information System (PBIS) contract is reduced to more
accurately reflect actual expenditures .. ... (15,726)
Provides Internet Service Provider (ISP) servicesstatewide. . ................... 2,000
Subtotal ($11,828)

Telecommunications Expenses
Decentralization of 14 Centrex accounts from the division to the respective agencies.

Vendors forward invoices directly to the agencies for payments resulting in cost savings (365)
Less than anticipated expenditures pertaining to the Teecommunications Access of
Maryland (TAM) Program . ... ...t e ettt (545)
L essthan anticipated expenditures for consultant servicesrdated to theimplementation of
networkMaryland . . ... ... . e (166)
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Wherelt Goes:
Subtotal ($1,076)
Other Expenses

Creation of an Application Service Provider account to fund future e.commerce-related

INITIALIVES . . . oot 3,000
Establishment of a Program/Contract Management office within the agency to provide
management and contract oversight to information technology projects statewide . . . . 5,000
Consulting services for feasibility studies and design reviews of technology being
devdoped or planned . . ... ... 500
MISCHIANEOUS . . . .ot e 169
Subtotal $8,669

Total ($3,949)

Note: Numbers may not sum to total due to rounding.

OIT Fiscal 2002 System Development I nitiatives

Other non-personnel initiatives partialy offset the decrease associated with IT system development,
such as the "50-65-80" initiative ($7.328 million), BPAS ($5.4 million), PBIS ($15.7 million), and
providing I nternet Service Provider services statewide ($2 million). Also, the OIT requests fundsfor two
new programs, creating an Application Service Provider (ASP) account in the ITIF ($3 million) and
establishing a Program Management Office (PMO) ($5 million). A fuller discussion of these initiatives
is provided below.

50-65-80 Initiative: $5.2 Million

The OIT requests funds to implement the e-government initiative (Chapter 5, Acts of 2000) that
requiresall units of the executive branch (with the exception of public institutions of higher education) to
have 50% of its public information and services available over the Internet by 2002. The required
percentage of public information available over the Internet increasesin each of two subsequent yearsto
65% and 80%, respectively. Asshownin Exhibit 2, $7.328 millionisin the allowance for the 50-65-80
initiative. The footnote in the table indicates that part of this funding is for the development of the
statewide Internet Portal. The agency has reported in other documentation that the Internet Portal
initiative accounts for $2.1 million of the line item and presumably the remainder ($5.228 million) isto
support the 50-65-80 initiative.

The OIT requests $5.2 million to fund the "50-65-80" initiative. The purpose is to put back-end
interfaces into the Financial Management Information Systems (FMIS) in order to permit e-government
procurement transactions. According to the law creating this initiative, the mandate applies to "public
information and services." While web-enabling certain components of FMISisalaudable effort, most of
the information and services of thisinformation system are out of the public domain. The only exception

7
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may be personnel and benefit servicesto State employees. However, the PBIS development plan callsfor
those services to be web-enabled. The Depatment of Legidative Services recognizes



Exhibit 2

Summary of All Funded
Agency I T Projects

Operating Projects

OIT 50/65/80

Basdine

Program Management Office
BPAS

FMIS Integrated System
Internet Portal

ISP Services

PBIS

Teecommunications Division
Subtotal

Capital Projects

Statewide Wirdess Public
High Speed Data Network
Subtotal

Agency Totals

Notes

I nformation Technology Project Request
Department of Budget and M anagement

Actual
FY 2000

$0

na

0
5,761,053
13,049,026
0

0
2,582,699
20,338,414
41,731,192

2,000,000
6,000,000
8,000,000
$49,731,192

Current Year
FY 2001

$252,500
na

0
5,429,601
16,937,872
0

0
22,788,416
28,864,240
74,272,629

5,000,000
10,600,000
15,600,000

$89,872,629

(1) Thelnternet Portal isincluded in the OIT 50/65/80 project.
(2) TheOIT was asked about missing information in the basdline budget. They reported it was an oversight and would resubmit the table

at alater date.

Source: Department of Budget and Management

Request
FY 2002

$4,664,233
11,438,930
5,105,000
6,721,499
19,062,639
63,584
2,000,000
23,669,970
28,943,372
101,669,227

5,000,000
11,000,000
16,000,000

$117,669,177

Allowance
FY 2002

$7,327,867
9,075,193
5,000,000
$0
18,663,788
0
2,000,000
7,061,905
28,273,169
77,401,922

4,000,000
10,000,000
14,000,000

$91,401,922

Mid Range Long Range
FY 2003-05 FY 2005

$6,384,756 $2,452,132
9,347,449 9,627,872
5,258,000 5,411,000
1,500,000 500,000
20,968,905 23,065,794
0 0
2,000,000 2,000,000
33,000,000 6,000,000
92,615,000 30,866,000
171,074,110 79,922,798
26,000,000 65,000,000
23,400,000 0
49,400,000 65,000,000
$220,474,110  $144,922,798

ABojouyoe | uofrewoju| - N9d - ¥O'VH
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that the OIT is responsible for providing direction and leadership to other executive branch agenciesin
this effort. Precedence should be given to those IT enhancements that web-enable information and
servicesfor the general public. DL Srecommendsreducing therequestsfor the*50-65-80" initiative
by 50% ($2.6 million) in recognition that the many of the web-enabled activities produced by the
department are out of the public domain.

Theofficeiscurrently gathering datafrom executive branch agenciesto construct abaselineinventory
of the State'stechnology assets. Thisinformation isvaluable for assessing what services and information
are currently web-enabled and what information systems and data will require conversion. The level of
sophistication needed to reach the targeted mandates within the prescribed time frames may be a small
challenge in some agencies and a daunting task in others. The baseline inventory will identify where
resourcesaremost needed. The agency expectsthe baselineinventory to be completed by mid-April 2001.
DL Salsorecommendsthe OIT establish standardsthat clearly definewhat it meansto be* 50-65-
80" web-enabled.

Internet Portal: $2.1 million

The OIT could not provide any detailed budgetary information on the use of these funds beyond the
fact that aportion will be used to develop and maintain web pages such asthe eMaryland Portal. A State
web portal, such as those developed by several states (including Idaho, Indiana, Maine, Michigan,
Minnesota, Virginia, and Utah) isa "one-stop shop™" web site that permits citizensto navigate seamlessly
through the maze of government and link to the specific service or information they are seeking. The OIT
entered into agreements valued at approximately $570,000 with the University of Maryland to develop
apilot for the portal in fiscal 2001. During the Maryland Technology Showcase in December 2000, a
demonstration of Maryland'se-portal showed itspotential. When fully operational, Maryland citizenswill
be able to move through the supermarket of government services where information and services are
displayed like products on grocery shelves. The e-porta web ste initiative scheduled to launch
February 1, 2001, has been delayed. Difficulty in processing the Technical Services Procurement iscited
for the delay. The OIT expects to outsource operations and maintenance of the portal to an outside
vendor.

Budgeting Preparation Analysis System: ($5.4 million)

The fiscal 2002 allowance includes drastic reductions in technology system development compared
to last year'sworking appropriation. Work stoppage on the statewide budget system accounts for ($5.4)
million of the decrease. Testing of the system revealed poor response time, numerous bugs in the
application, and greater demands for processing power. A more detailed account of BPAS is presented
as anissue later in this analysis.

Personnel and Benefits Information System: ($15.7 million)
The Personnel and Benefits I nformation System accountsfor a($15.7) million difference between the

allowanceand thefiscal 2001 appropriation. The Request for Proposal (RFP) wasreleased on October 31,
10
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2000, or about two months later than projected during the 2000 session. The agency isin the process of
evaluating responses to the RFP, selecting a vendor, preparing the system for rollout, and deploying the
system to the 60-plus user agencies. Asshown in Exhibit 3, the design and development of the system
will begin during July 2001. Thefirst phase includes development and evaluation of a prototype system;
the second will be development and validation of the system. The final phase of preparation consists of
executing a parallel test and evaluating the results against the current systems. The agency should be
prepared to update the committees on the current status of development of the Personnel and
Benefits Information System (i.e., hasa vendor been selected; if so, who isthevendor; and what
additional fundsareneeded to finalize development on the project. The agency advisesthat none of
the funds appropriated for PBIS in fiscal 2001 have been encumbered, but projectsthat all fundswill be
encumbered by the close of the current fiscal year. Hence, the size of the allowance reflects concerns by
the agency over whether alarger appropriation than requested could be spent in fiscal 2002.

Exhibit 3

PBIS Implementation Timetable

July 2001 Project begins
October 2001 Prototype developed
July 2002 Parallel testing begins
January 2004 Statewide rollout

Source: Department of Budget and Management

Internet Service Provider: $2.0 million

The OIT includes $2 millionin the allowanceto establish I nternet Service Provider serviceto all State
agencies. There are a number of individual agencies providing access to an ISP to utilize the Internet.
It is not uncommon for a State building that has multiple agencies occupying it to each have their own
independent access to the Internet. ISP service is needed especialy in light of the State’s “50-65-80
initiative. The net.work.Maryland will assist inthe delivery of high speed I nternet accessboth fromegress
from government and ingress from the public perspective. Thedistributed costs of this high speed access
would yield cost savings over the aggregate of individual circuits procured by each agency.

Application Service Provider Consortium: $3.0 million

Two new initiatives account for the majority of the expenditures in this category. The Application
Service Provider Consortium project isa$3 million E-Maryland I nitiative (Chapter 6, Actsof 2000). The
new law, effective July 1, 2000, established the "E-Maryland" Application Service Provider Consortium
and amanagement committee to promote the deployment of I nternet-based technologiesinthe State. To
provide a funding vehicle for ASP projects, the law set up an ASP account within the ITIF. According

11



FA.04 - DBM - Information Technology

to DBM, the University of Maryland, College Park would receive $2 million to develop Internet
applications beneficial to State government and small businesses. The remaining $3 million would be
dedicated to the newly established ASP account for future projects. Thefundsweretransferredtothe OI T
in the form of a grant from the Maryland Enterprise Investment Fund, a program of the Department of
Business and Economic Development (DBED). The projects would be recommended by the ASP
management team and reviewed by the budget committees like other I TIF projects. The department has
identified three tentative projects still in the conceptual stage of development. These projects include
Business to Government and Government to Business (e-commerce) ($150,000 - $250,000), small
business support ($1.75 million - $2.35 million) and achallenge grant competition (up to four @ $500,000
per grant). The agency advises that the ASP Consortium Management Committee has not formally
approved any of the projects. The aforementioned projects are till in the conceptual stage and all costs
are estimated.

Program Management Office: $5.0 million

DBM requests funds in the allowance ($5 million) to establish a Program Management Office, which
will report to the Chief of Information Technology. The purpose is to provide program management
assistance to al State agencies and implement contract monitoring procedures to adequately administer
contracts. The PMO’s mission isto ensure that the State’s I T investments support the State’s mission
and provide the intended benefit to the State in away that is cost-effective. Some IT systems including
BPAS have experienced problems costing the State millions of dollars. The office will operate similarly
to themodel for program management used during the Y 2k conversion of the computer system. TheOIT
established a Program Management Office and with the assistance of an outside contractor, managed the
contracts and monitored the activities of agencies engaged in the conversion.

DL Sisconcerned with thefailurerate of major and minor IT development projects. DBM is
also concerned and proposesthat thefirst step towardsreform isthe creation of a PM O to assist
themonitoring and management of agency I T projectsand related contracts. Budget bill language
isrecommended torestrict theuseof a $5 million general fund appropriation for thispurposeuntil
DBM has submitted a detailed action plan on the steps it will take to mitigate future IT
development failures.

Performance Analysis. Managing for Results

Exhibit 4 showsthe performance measuresfor the OI T between 1999 and 2002. Thissubmissionis
adlight improvement over last year'sinthat there are some baseline dataincluded. Out of the 15 outcome
measures found in the Governor's budget book (Val. 1, pp. 508-18), only six contain baseline data. The
Application System Management is the only division with baseline data. The agency did not respond to
the DL S recommendations regarding the agency's performance measures. Last year, DL S suggested the
agency develop goals, objectives, and performance measures related to the quantity and quality of
Information Technology Project Requests (I TPRs) received from executive branch agencies. A similar
recommendation was made with regard to the high speed data network.

12
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Exhibit 4

Program M easurement Data

I nformation Technology
Fiscal Years

Ann. Ann.
Actual Edt. Actual Edt. Edt. Chg. Chg.
1999 2000 2000 2001 2002 99-00  00-02

Division of Policy and Standards

% of IT Advisory Council rating performance
as satisfactory or better n/a 80% n/a 95% 85% n/a n/a

% of critical State business processes
implementing appropriate procedures for off-
site, backup data storage n/a n/a na  100% 100% n/a n/a

Application Systems M anagement Division

% of system users who rate the ease of use as
satisfactory or better n/a n/a 71% 2% 73% nfa 1.4%

% of system user who rate the effectiveness
systems as satisfactory or better n/a n/a 83% 84% 85% nfa 1.2%

% of systems are available during standard
operating hours n/a n/a 98% 98% 98% nfa 0.0%

Telecommunications Division

% of requestsfor service processed three days
or less n/a n/a n/a 80% 80% n/a n/a

% reduction in the quarterly billing n/a n/a n/a 25% 25% n/a n/a

% of new, critical IT projects in executive
agenciesthat arerunning on-time, on-budget,
and on-target to meet identified requirements n/a n/a n/a n/a n/a n/a n/a

Note: n/a= new measure for which datais not available

Source: Department of Budget and Management, Office of Information Technology

Division of Policy Standards

The Division of Policy Standards develops and administer policies, standards, and planning processes
to support the management and procurement of IT systems, services, and equipment. The division also
provides leadership to, and support for the statewide IT governance structure, which includes the

13
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Information Technology Advisory Council (ITAC). ITACiscomposed of thechief informationtechnology
officersin executive branch agencies. 1t would be useful to know how effective the agency has been in
exercising governance of ITAC. Measures that target the timeliness and quality of ITPR submissionsis
an example of effective governance by the agency.

Application Systems M anagement Division

The Application Systems Management Division assists Maryland's policy makers and program and
financial managers by facilitating access to information to improve management, financial, and human
resource decision-making. Two measures of the division are to have an 80% satisfaction rating for ease
of use and availability of systems. On the ease of use measure, users gave a rating of 71% in 2000 and
anticipate no better than a 73% rating by 2002. System availability does not appear to be aproblem with
arating of 84% on this measure.

Division of Telecommunications

Thisdivisionisresponsiblefor the State'stelecommunications resourcesincluding voice, radio, video,
and data services. With the high speed data network coming on-line in the fall of 2001, the agency needs
to begin developing goals, objectives, and performance measures.

DL Srecommendsthat the office should develop goals, objectives, and performance measures
for the following:

® high speed network (i.e., number of usersand efficiency measures);
® agency progresson the 50-65-80 initiative; and

® |nformation Technology Master Plans and Project Requests.

I nfor mation Technology I nvestment Fund

Budget language in the fiscal 2001 budget requires DBM to submit a revenue statement showing the
unencumbered balance at the close of fiscal 2000. The department is also required to submit a status
report on each project approved and funded in fiscal 2000 prior to therelease of fiscal 2001 funding. DLS
found theinformation satisfactory and after review of fiscal 2001, I TIF projectsrecommended conditional
approval of one of two projects. Thestatusreport showsthat infiscal 2000 the I TIF had abeginning fund
balance of $2.655 million and revenues of $7.156 million for a total of $9.811 million. The ITIF had
expenses of $8.094 millionin fiscal 2000, leaving an unencumbered balance of $1.716 million. For fiscal
2001, revenues are projected at $8.368 million. Fiscal 2001 ITIF revenues include $3 million from
DBED. The purpose of the DBED fundsis to implement Chapter 6, Acts of 2000, which establishesthe
CEO Board of Advisors for E-Commerce and creates the "E-Maryland" Application Service Provider
Consortium at the University of Maryland. The OIT initially reported that funding from DBED for this

14
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initiative was $5 million. The other $2 million was transferred to the University of Maryland to support
itsroleintheproject. Exhibit 5 showsthe fund balance and current status of revenues in the technology
fund. The ITIF revenue statement, which reflects activity up to September 2000, shows the source of
special revenues projected in fiscal 2001, as shown in Exhibit 6.

Exhibit 5

I nfor mation Technology | nvestment Fund

Revenues and Expenditures

Fiscal 2000

Opening Fund Balance
Revenues
Genera Fund (actual)
Special Fund (actual)
DBED Transfer
Total Revenues
Total Expenses
Net over/(under)

Actual

Fiscal 2000

$2,654,558

1,500,000
5,656,266

$9,810,824
$8,094,100
$1,716,724

Source: Department of Budget and Management, Office of Information Technology

Projected
Fiscal 2001

$1,716,724

1,500,000
3,868,000
3,000,000
$10,084,724
$534,132
$9,550,592
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Exhibit 6

I nformation Technology | nvestment Fund

Revenue Statement
FY 2001
Total
Total
FY 2000 FY 2001  Actual to Estimated (Actual +
Revenue Sour ces Total Actual Prgjection Date Remaining Estimated)
Appropriation $1,500,000 $1,500,000 $1,500,000 $0 $1,500,000
Commissions, Rebates, Refunds, Rate Reductions,
or Telecommunications Bypass Agr eements
AT&T Bypass Revenue 823 0 4,359 0 4,359
MCI Bypass Revenue 12,889 24,000 6,084 17,916 24,000
Bell Atlantic Local Access Revenue 4,821,660 3,000,000 1,078,962 1,921,038 3,000,000
MCI Local Access Revenue 85,167 24,000 77,097  (53,097) 24,000
AT&T/TCG Local Access Revenue 0 0 0 0 0
AT&T SCS Revenue 74,234 360,000 0 360,000 360,000
AT&T SCS DA Revenue 31,898 40,000 0 40,000 40,000
Telecom Vendor Refunds 0 0 0 0 0
Telecommunications Billing Audit Refund 0 0 0 0 0
Pay Phone Commissions 0
AT&T Pay Phone Commission 197,137 216,000 58,768 157,232 216,000
Bell Atlantic Pay Phone Commission 80,802 84,000 12,881 71,119 84,000
Gifts, Contributions, and Grants 0 0 0 0 0
Investment I nter est 347,686 120,000 47,238 72,762 120,000
Other 3,971 $3,000,000 $0 $3,000,000 $3,000,000
Total $7,156,267 $8,368,000 $2,785,389 $5,586,970 $8,372,359
Ending Fiscal 2000 Fund Balance $2,654,122 $1,716,724 $1,716,724 $1,716,724
Total Fiscal 2001 Fund Prgjection $9,810,389 $10,084,724 $4,502,113 $10,089,083

Note: Numbers may not sum to total due to rounding. Data reflects through September 2000.

Source: Department of Budget and Management; Office of Information Technology

DL Srecommendsdirecting $7 million in the I TIF fund balancefor the purpose of funding part
of the Department of Public Safety and Correctional Services (DPSCS) fiscal 2001 deficiency
request, as well asto permit the ITIF to be used for the purpose of funding two projectsin the
DBM budget for fiscal 2002. The specific language to effect this recommendation follows:
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SECTION XX. AND BE IT FURTHER ENACTED, That in recognition of spending affordability
congtraints, the General Assembly authorizes the Department of Budget and Management to usethe
fund balance of the Information Technology Investment Fund (I TIF) to fund aportion of the costs of
thefiscal 2001 deficiency for information technology upgradeswithin the Department of Public Safety
and Correctional Services, and to use up to $900,000 in fiscal 2002 I TIF revenuesfor the purpose of
an electronic document processing system and capital budget information system. Further provided
that the following fiscal 2001 deficiency appropriation is reduced by the following amount to permit
use of the ITIF fund balance:

FA01.04 Division of Policy Analysis $500,000
FA06.01 Capital Budget Analysis and Formulation $400,000
0A01.02 Information Technology and Communications Division $7,000,000

DL S also recommends extending the use of budget bill language introduced in last year's
legislative session to place controlsand conditionson therelease of ITIF funds. Specifically, DLS
recommends adding the following language to the budget bill under the Office of Information
Technology (FA04.01) asfollows:

Further provided that no funds shall be expended for the Information Technology I nvestment Fund until
the Department of Budget and Management provides a summary showing the unencumbered balancein
the fund as of the close of fiscal 2001 and alisting of any encumbrances, alisting of the projectsincluding
supporting detail for each project for which funds are requested in fiscal 2002, and a progress report on
each project approved and funded in fiscal 2001. The committees have 60 days in which to review and
comment on the proposed projects.

Explanation: The language requires legisative review of all projects in the Information Technology
Investment Fund. Further, progress reports for projects funded in fiscal 2001 must be submitted to the
budget committees prior to the release of fiscal 2002 funding.

17



FA.04 - DBM - Information Technology

| ssues

1. Statusof Major Information Technology Systems Statewide

In Maryland, information technology spending grew from $332 million to $505 million, an increase
of nearly 53% between fiscal 1998 and 2000. In fiscal 2000, IT expenditures represented about 3% of
the total State budget. AsIT budgets increase so too does the need to properly plan, design, monitor,
manage, and implement new information systems. The State’s record of moving projects along that
continuum on-time and on-budget is not good. The State has experienced some successes (State tax
system, certain components of the financial management system, and automation of the legidature) and
some failures (State personnel system, State budgeting system, and Juvenile Justice information system).

The status of mgjor IT projects involve the following agencies:
® Department of Juvenile Justice (DJJ)
® Department of Budget and Management
® Department of Human Resources (DHR)
® State Retirement Agency (SRA)

® State Treasury — Office of the State Treasurer

® Department of Public Safety and Correctional Services

Agency Status Report

Department of Juvenile Justice

Automated Statewide Support and Information System (ASSIST): The Annotated Code of
Maryland requires the Department of Juvenile Justice to develop, implement, and maintain a
comprehensive Client Information System (CIS). The ASSIST CIS replaced a ten-year old system.
During fiscal 1999, work began on ASSIST and in November 1999, the system became operational. An
audit by the Office of L egidative Auditsfound the agency incurred I T expenditurestotaling $14.5 million
for the period of July 1, 1997, to June 30, 2000. |nadequate monitoring of contracts and related vendor
paymentsare some of the problems contributing to over-expenditures of about $5.4 millionover thethree-
year period. No master plansoutlining thetechnical specificationsfor the systemresulted inaproduct that
cannot meet the departments needs.
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Department of Budget and M anagement

Budgeting Preparation and Analysis System (BPAS): Theproject beganin 1997 asa$5.99 million
budget system development effort, designed to meet the business, process, and technology requirements
asdefined by the State. Several contract modificationslater, the cost of BPAS ballooned to $18.1 million.
After the State accepted the system, the following issues led to a stop work order to the vendor,
Information Builders, Inc., on October 25, 2000:

® poor application response time;

® numerous bugs within the application;

® much higher processing power demands than originally anticipated; and

® the requirement of major fiscal investment to achieve reasonable performance levels.

In January 2001, the Department of Budget and Management decided to discontinue the development
and implementation of BPAS. DBM is currently exploring the availability of commercial products.

Department of Human Resour ces

Maryland Children’s Electronic Social Services Information Exchange (MD CHESSIE): MD
CHESSIE will provide Maryland with an automated child welfare case management information system
that also incorporatesthe requirementsfor the federally mandated Adoption and Foster Care Analysisand
Reporting System (AFCARS). MD CHESSIE is an on-line, interactive system that provides over 545
federal, state, and local requirements. The system’ s database contains over 400 data elements, provides
intuitive logic and help functions for the caseworker, and electronically interfaces with the statewide
Department of Human Resources Information Systems (DHRIS).

The five-year project has an estimated cost of $65 million. In fiscal 2001, DHR completed the
planning phase of the project and secured the monitoring contractor. The department has also solicited
bidsfor the development and implementation of CHESSIE. The selected contractor isexpected to begin
work in early June 2001. Exhibit 7 shows the budget for the MD CHESSIE system.
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Exhibit 7

Department of Human Resour ces
MD CHESSI E Budget

Actual Current Budget Proj ect Projected
Reg Year Reg Year Req Year Mid Rng Long Rng
Fund Type FY00 FYo1l FYo02 FY03-05 FY 05+
Generd $271,429 $6,484,416 $9,819,255 $8,466,460 $5,149,200
Federa 277,689 6,633,957 9,819,259 9,265,460 5,149,200
Totals $549,118 $13,118,373 $19,638,514 $17,731,920 $10,298,400
FY00 Fyol FYo02
Actuals Approp. Allowance
$1,994,702* 13,118,373* $7,366,705*

* Corrected budget numbers submitted by DHR

Source: Department of Budget and Management

Electric Universal Service Program (EUSP): Computer enhancements were made to the existing
application system to process customer applicationsin the EUSP program. The EUSP provides electric
bill relief to low-income customers. Prior to the new EUSP program (which began July 1, 2000), DHR's
Office of Home Energy Program (OHEP) had an automated computer system that ran the agency’s
Maryland Energy Assistance Program (MEAP) and transferred participation information to the utilities.
The agency wanted to develop a system that would handle both the EUSP and MEAP. To do so meant
scrapping the existing but working computer application and replacing it with anew system designed to
operate both programswhileutilizing asingle database. Therewere problemswith software and hardware
that affected performance. Bugs in the software caused a near halt of the automated processing of
participant applications. Network connectivity at many of the local administering agencies around the
State also contributed to the inefficiency of the system. Damaged network cards were discovered on the
server.

The EUSP development beganin March 2000 with a projected implementation date of September 30,
2000. The Verizon strike during the summer slowed DHR’ s ahility to set up the wiring of the system
between central headquarters and the local administering agencies(LAAS). Therewasadirectiveto push
back the“go live” dateto August 4, 2000. Thisnew target date meant that testing would occur whilethe
system was operational. Between August and November 2000, the system performed adequately. Inthe
first weeks of November, as the volume of applications increased from LAAS, the system was
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overwhelmed and problemsarose. By February 2001, OHEP recorded abacklog of approximately 26,358
applications. DHR vowed that a contractor hired to handle the backlog would complete the input of
applications by mid-February 2001. According to the agency the target was met. Currently, the system
has been repaired and is functioning properly. The agency has implemented a “get well” strategy that
involves hiring a consultant (Gartner Group) to assess what went wrong and recommend strategies on
any future enhancements to the system.

State Retirement Agency

Strategic System Project: TheMaryland State Retirement Agency hasembarked on acomprehensive
strategic system project which will result in an integrated electronic data management and customized
pension administration system. The agency’s computer upgrade is designed to improve document
management, process datamore efficiently, and web-enable accessto system services. Chapter 556, Acts
of 1998 governs the agency’s spending authority and grants the agency up to $37.1 million in spending
authority for the computer project. The agency may also draw onits statutory spending limit for ongoing
administrative operations. The project’s “go live” date set for October 2000 has been pushed back to
October 2001. Thedelayswill result in approximately $1.4 millionin additional costsfor theagency. The
prime contractor, SY SCOM, Inc. of Baltimore, will berequired to absorbitsadditional costsfor thefixed-
price contract; these costs are estimated to be approximately $5 million. Factors that contributed to the
delay include:

® theagency’ sinahility to perform dual tasks of administrative responsibilities and oversight of the new
computer project;

e information systems personnel not adequately trained in the computer languages on which the new
system was based, therefore not able to review vendors work product; and

® the major subcontractor, responsible for developing the “retirement application” component of the
system, underestimated the level of effort required to perform task.

In October 2000, at the recommendation of the project’ s steering committee, the agency terminated
the project director and project manager. An interim project manager was named until the agency and
vendor identify qualified candidatesfor permanent project director/project manager roles. Theagency was
unsuccessful in hiring individuals with the required expertise and experience off the State contract. The
agency subsequently interviewed individuals recommended by the vendor and identified two qualified
candidatesto serve as project manager and test manager. The selected candidateswere procured through
the contractual arrangement with the vendor. The agency states that the salaries of the project manager
($150/hour) and the test manager ($106/hour) are comparable with rates charged by the other vendors
intheindustry. Both candidatesjoined the project in January 2001. Inaddition, the agency istaking steps
to ensurethat existing information servicesdivision staff areimmediately trained inthe necessary computer
languages to oversee the procurement and handle the system’ s operations after the “go live” date (with
assistance under warranty from the vendor).

Additional legidative and agency change orders pushed the cost up an additional $4.6 million. There
appears to be sufficient statutory spending authority to absorb these costs, but only if the agency’s
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administrative budget is utilized as well. The aggressive and tight schedule for the completion of the
project allowsfor little “wiggleroom” if therevised “go live” dateisto beachieved. Exhibit 8illustrates
the budget for the strategic system project.

Exhibit 8

State Retirement Agency
Strategic System Project Budget

Actual
Reg Actual Actual Actual Current Budget Proj ect
Y ear Reg Year Reg Year Reg Year Reg Year Req Year Mid Rng
Fund Type FY97 FY98 FY99 FY00 FYo1l FYo02 FY03-05
Special $86,192 $4,468,039 $13,564,340 $11,414,107 $4,190,903 $623,357  $2,166,111

Note: Spending authority for thisproject expires at the end of fiscal 2001. Computer expendituresin the current allowance
and out-years will come out of agency's administrative budget.

Source: Department of Budget and Management

State Treasury -- Office of the State Treasurer

System Modernization: Thesystemmodernization effort would involve upgrading and improving the
office’ s networks and data communications abilities, improvement of specialized software used by the
office, replacement of computer serversand ahigh speed check printer, and conversion of all user systems
within the office. The system modernization project is a five-year initiative intended to review,
recommend, and implement modernization to the current IT systemsand infrastructure. Phase one of the
project conducted in fiscal 2000 was comprised of a study and presentation of a strategic plan by the
Mitretek Corporation. The fiscal 2002 cost associated with this effort including salaries is $1.9 million.
Subsequent fiscal year budget requests ($2.1 million) will address backlogs of maintenance work, system
enhancements, and equipment upgrades.

There was a two-month delay due to unforeseen problems implementing the Transaction
Reconciliation System. The loss of trained personnel has also adversely impacted the project schedule.
Theperson assigned to assume management of the programming staff, to modernizethel nsurance System,
and to assume management of EDI implementation recently left the organization. Exhibit 9 showsthe
system modernization budget.
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Exhibit 9

System M oder nization Budget

Current Budget
Reg Year Req Year
FYo01 FY02
$1,490,353
Special 50,000
Reimbursable 358,320
Totals $1,898,673

Source: Department of Budget and Management

Project
Mid Rng
FY03-05

$2,050,533

Department of Public Safety and Correctional Services

Stabilization Project Baseline: Thisproject stabilizesthe legacy systems and other support provided
by the department’ s Information Technology & Communications Division (IT&CD). Areas addressed
include application support, technical support, data center billing adjustment, and maintenance of
applications. The project ison-time and on-budget. Thefiscal 2002 budget includes $7.1 million for this

project as shown in Exhibit 10.

Exhibit 10

Stabilization Project Baseline Budget

Actual Current

Y ear Y ear
Fund Type FY00 FYO1
Generdl $7,214,065
Specia $1,399,000 761,587
Totals $1,399,000 $7,975,652

Source: Department of Budget and Management

Budget
Y ear
FY02
$6,364,481
761,587
$7,126,068

Project
Mid
FY03-05
$6,364,481
761,587
$7,126,068

Projected
Long Range
FY 05+
$6,364,481
761,587
$7,126,068

Architecture Re-engineering Project Baseline: This project permits the re-engineering of services
and support provided by IT&CD aswell as the proper management and maintenance of critical DPSCS
networks. Areasinclude establishment and management of DPSCS networks, data security and disaster
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recovery, and upgrade of the Maryland Inter-Agency Law Enforcement System (MILES). MILESisa
critical systemthat servesthe entire State’ slaw enforcement community by providing critical information
on offenders and interfaces with the National Crime Information Center. This project is on-budget and
on-time. The fiscal 2002 budget, as shown in Exhibit 11, includes $3.9 million for this project.

Exhibit 11

Architecture Re-engineering Project Budget

Actual Current Budget Proj ect Projected
Reg Year Reg Year Req Year Mid Rng Long Rng
Fund Type FY00 FYo1 FYo02 FY03-05 FY 05+
General $822,324 $5,458,883 $3,940,758 $6,854,665 $3,314,999

Source: Department of Budget and Management

Conclusion

State spending in fiscal 2001 totals nearly $570 million on I T-related goods and services. In recent
years, the State has also spent millions on the development of IT projectsthat have produced inadequate
computer systems. Some of the reasons for project failures point to poor project management, lack of
initial planning of projects, and insufficiently trained personnel to monitor and manage complex contracts.
Maryland must take steps to safeguard its growing investment in this valued resource.

In conclusion, this issue highlights some common problems found throughout the State in the
development and implementation of major information technology systems. Thisincludes:

® poor planning;
® |ack of expertise in State agencies in the design and development of systems;
® |ow pay and inadequate training; and
® alack of effective centralized oversight.
Itisrecommended that the Department of Budget and M anagement addr esseffortsthat it plans

to undertake to improve the design and development of major information technology systems
throughout State agencies.
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2. | T Development Costs Need To Be | dentified Separ ately

State spending on the development of I T systems has grown considerably over the past several years.
Asshownin Exhibit 12, reported spending on development increased by over 100% between fiscal 1997
and 1999. Thistrend can be expected to continue into the foreseeable future. Under current practice, all
IT costs are reflected in the operating budget. This includes both development and operating expenses.
Development costsgenerally represent major one-time expenses, assystemsare established and enhanced.
The inclusion of this spending in the operating budget is problematic for two reasons. First, current and
projected development costs in the working appropriation and allowance cannot be easily identified
separately, in order to more accurately track spending in this area relative to ongoing State operations.
It is recommended that DBM create programs within each affected agency, similar to the separate
programs created for PAYGO capital spending, for the purpose of consolidating IT development
expenditures. Adoption of the following budget bill language is recommended:

SECTION XX. AND BE IT FURTHER ENACTED, That beginning with fiscal 2003, the Department
of Budget and Management (DBM) shall separately identify and fund major information technology
projectsin amanner which issimilar to the capital budget. In order to implement this section, DBM shall:

(1) develop a definition for “major” information technology projects;

(2) create separate budget programs, similar to those established for PAY GO capital, for information
technology development spending. Each program shall be based upon spending for individual major
projects, to be presented to the General Assembly in a format similar to the Capital 1mprovement
Program(CIP) or the Consolidated Transportation Program(CTP). Withinboth of thesedocuments,
individual project sheetsare provided for individual projects, and the aggregate costs of these projects
equals the total proposed spending in the budget for each agency; and

(3) create and submit on the third Wednesday of January 2002 afifth volume to the Maryland Operating
Budget Fiscal Year 2003 which summarizes major information technology projects by agency, and
includes separate detail for each project, similar to the CIP or CTP.

Further provided that the budget detail for fiscal 2001 and 2002 submitted with thefiscal 2003 budget
shall be organized in the same fashion to allow comparison between years.
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Exhibit 12

Statewide I T Spending
($in Thousands)

Actual Actual Actual
1997 % 1998 % 1999 %
New Development $25,605 11% $42,459 13% $66,693 10%
Ongoing $209,205 88%  $289,058 87%  $626,598 90%

$236,807 100%  $333,515 100%  $695,290 100%

Source; Office of Information Technology

3. Reporting of IT Spending Plans Needs Additional Work

The OIT is responsible for providing leadership and direction to State agencies in budgeting
information technology services. To assist in that effort, the OIT has developed policies and standards
to assist agenciesin planning itsinformation technology spending. Proceduresfor submitting Information
Technology Master Plans (ITMP) and Information Technology Project Requests (ITPR) have been
established by DBM to guide that process. The purpose of the ITMP is to document the respective
agency’ sbusinessand I T strategic plans, and link theseto Maryland’ s statewide I T goals, objectives, and
I'T investment decisions. The ITPR isacomponent of the IT master plan and serves as a planning tool
to justify the IT requirements of a specific agency. ITPRs must support the mission and goals of the
agency. The ITPR identifies what State IT initiative the project supports, fund type, and project
expenditures needed to implement the I T initiative. IT spending plansarereviewed by the OI T separately
from the budget request to ensure they are consistent with State goals and objectives.

In recent years, the OI T has been directed by committee narrative to submit agency I TPRsin atimely
manner to DLS for review. Infall 2000, the OIT began receiving agency ITMP and ITPR submissions
electronically over the Internet. Asyou might expect with any new endeavor, there were some problems
with agencies submitting them by established deadlines and the information being made available over the
Internet. Inthe DLS review of the submissions, we found some of the same problemswith IT reporting
that was problematic when the datawas received in hard copy. Some of the concernswith IT reporting
by agencies and the OIT are listed below:
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Agency Reporting
® |TPRsareoftenwrittenat atechnical level which makesreview of the projects and purposes difficult.
® Some agencies submissions contained no master plans or were missing project requests.
® Some ITPRs contained no linkage to agency Managing for Results (MFR) goals and objectives.
® |nsome instances, there were vague descriptions of current project status.

e |t isdifficult to determine the connection between funding requested in agency I TPRs and actual
funding in the budget.

OIT Electronic Reporting
e Datafields were not long enough to include all information reported by some fields.

® |TMPs and ITPRs submitted by some agencies were not available on-line. This presented serious
problems for some DLS analysts. Negative reviews of some agency IT budgets occurred when
information reported by the OIT (agency has no master plan) was incorrect. Only to find out later
from the agency that data was submitted to the OIT but not reported.

® There was no baseline data IT spending for 19 of the 55 agencies (35%) including several large
agencies such as the Comptroller of the Treasury, the Department of Business and Economic
Development, and the Department of Genera Services. These omissions limit DLS in presenting
summary information on statewide | T spending aswasdonein previousyears (budget request infiscal
1999 and 2000).

® (Category headings were inaccurate on some reports in the database.

In all fairness, the OIT has given some attention to making sure agencies submitted required
documents on time. In one memo (fall 2000), the Chief of Information Technology in very specific
terms, directed all agenciesto submit the I TMPsand ITPRs by thetarget date. DL S also recognizes that
thisis the first year of Internet submission, and many of these concerns will be addressed by the office
during the interim. DLS recommends that the OIT continue to impress upon agencies the
importance of these documents and that not submitting them may jeopardize funding requests.

One source of information inthe ITPR that provides very valuable information is the estimated costs
section. Here costs are categorized by IT activity. Exhibit 13 below provides an example of the
information collected inthat section of thereport. The checksindicate that resources are being requested
in that category.
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Exhibit 13

Estimated Costs Section in the I TPR Sample

Projecteded Projected
Actual Current Budget Request Mid Range Long Range

Fiscal 2000 Fiscal 2001 Fiscal 2002 Fiscal 2003-05 Fiscal 2005
Devel opment v v v
Operations v v
Maintenance v v
Enhancements v
Retirement

Source; Office of Information Technology

Theinformationin Exhibit 13 can beinterpreted as, the agency is developing the project through fiscal
2002. Inthe out-years, resources are used for operation, maintenance, and enhancements. In previous
years, cells contained the monetary investmentsin the applicable categories. The OIT decided to require
agencies to place only a check in the appropriate categories to indicate part of the funding is devoted to
that particular activity. The reason given by the OIT personnel for this change was because agencies
complained it was too burdensome. A check mark does not give sufficient information in tracking the
status of projects. Agenciesmay have check marksin several categoriesfor agiven year because ongoing
activitiesmay require fundsin more than one area. The checksdo not give information on the amount of
the investment in a given activity, which give clues about priorities.

Budget bill languageisrecommended to modify thel TPR submissionsto providemoredetailed
budget information on IT budget requestsand later revised to reflect the Governor’s allowance.

4. Audit Disclosed Significant Deficienciesin Procur ement and M onitoring Activities

The most recent Office of Legidlative Audits report onthe DBM - Office of the Secretary and Other
Units was issued in June 2000. This report covered the following four units. Office of the Secretary
(except for the Central Collection Unit, which was audited separately) and the Offices of Information
Technology, Budget Analysis, and Capital Budgeting. The audit report contained 21 findings, including
11 repeat findings. The department generally agreed with the findings and recommendations. Although
thesefindings addressed many areas of the department's operation, most of the major findingswererelated
to IT issues.
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Major Findings
IT Contract and Grant Monitoring

The audit report disclosed significant deficiencies in procurement and monitoring activitiesrelated to

the department's I T contracts and grants.

The department did not competitively bid acontract for the design and implementation of astatewide
budget system, and the fiscal 1997 sole-source award of the $6 million contract was made before
defining certain mgjor system requirements. Contract modifications had increased the system's cost
to $17.8 million as of the audit report date.

Payments under the original BPAS contract were based on "time and materials' and not the receipt
of predetermined acceptable deliverables.

One of the initial BPAS contract modifications included a $2 million risk factor for unanticipated
problems, but this was not formally disclosed to the Board of Public Works.

The department made excess payments of $330,000 to one information technology contractor for
FMIS consulting and support, because payments were based on rates in excess of those in the
approved contract.

Monitoring of the information technology contractor developing the FMIS employee time and leave
reporting component (TESS) was inadequate, resulting in payments to the vendor for incomplete
deliverables. Also all contract scope changes were not submitted ot the Board of Public Works for
approval.

Grant fundstotaling $978,000 were disbursed to an information technology corporation over several
yearswithout adequate monitoring of therelated services. For the same corporation, certainamounts
(about $44,000) exceeded restrictive budget language, and the department disbursed $478,000 of the
total without entering into written agreements.

Accounting for Telecommunication Costs

Significant problemsintheareaof the department's statewide telecommunication responsibilitieswere

also noted. Severa of these problems were included in prior audit reports.

The department did not verify the receipt of $8 million in credits due to the State from a telephone
company, as the result of a contract option exercised in January 1993.

Two special purposetelecommunication accountswerenot reconciled with the Comptroller'srecords,
and one of the accounts had a $4.9 million deficit cash balance at June 30, 1999. These accountswere
used to pay certain State government telecommunication costs and the Universal Service Trust Fund.
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® Since September 1991, telecommunication vendors' invoices had not been periodically audited to
ensure propriety, and deficiencieswere noted with the Division of Telecommunication's cash receipts
and accounts receivable procedures and controls.

Statewide Oversight Responsibilities

® Thedepartment had not insured that adequate safeguardswerein placeto prevent unauthorized access
to the State's computer resources from State agencies connections to the Internet.

The department should brief the committees on the status of its actions to implement
proceduresto improvethe procurement and monitoring of information technology contracts and
grants, as wel as its efforts to resolve long-standing issues within the Division of
Telecommunications.
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Recommended Actions

1.

Add the following language:

SECTION XX. AND BE IT FURTHER ENACTED, That all executive branch agencies shall

submit an Information Technoloqy Project Request Master Document (ITPRMD) to the

Department of Budget and Management by August 31, 2001, which shall provide, for each

agency, the following information:

(1) an agency-wide summary of the funding and personnel in the budget for information
technology (I T) operations and development for each fiscal year for the period of fiscal
2002 through 2007 (forecast period), by object and fund source; and

detail on each information technoloqgy project or system requested for funding during the

forecast period, which shall provide:

@

justificationfor thel T system or project that explainsthe purpose of the project, how
it meetsthe agencies’ Managing for Results goals and user needs, whether the system
or project will entail interaction with other State agencies or levels of government,
how the project meetsits users needs, and whether operating savings or productivity
gains will be expected and measured;

funding and personnel requested/estimated for the I T system or project for each year
of the forecast period, by object and fund source;

when any deliverables will be provided during each fiscal year:

whether the agency has a qualified, certified project manager available for each
project prior to any request for funds; and

operating expense detail for each system or project that lists funding by object and
source and personnel for each year of the forecast period.

The detail on all funds requested for all IT system and project development costs should

reconcile with the detail, by object and fund source, with the separate programs in the

budget for IT development, as required within this budget.

Further provided that it isthe intent of the General Assembly that the Judiciary comply with the

requirements of this section, with the stipulation that this document be submitted directly to the

Department of Legidative Servicesby November 1, 2001, for review, withthe Judiciary’ sbudget

request submission.

Further provided that the Department of Budget and Management shall revise each agency’s

ITPRMD to reflect modifications made between the agency request and the fina alowance
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provided by the Governor. All ITPRMDs are to be submitted to the Department of L egidative
Services by December 31, 2001.

Explanation: Giventheimportance and increasing magnitude of State spending for information
technology-related development and operations, it is imperative that the General Assembly be
provided more comprehensive documentation on agency | T spending plans for development and
operations. This budget language provides specific direction for the executive and judicial
branches with respect to the documentation that the legidlature expects in order to provide the
level of oversight necessary to ensure that State tax dollars are invested in a thoughtful,
comprehensive manner. |t is expected that the funding for development costs identified in this
documentation will reconcile with the expenditures proposed by object and fund source in the
budget allowance, within the separate programs for IT development as stipulated within this
budget bill.

Add the following language:

SECTION XX. AND BE IT FURTHER ENACTED, That in recognition of spending
affordability constraints, the General Assembly authorizes the Department of Budget and
Management to use the fund balance of the | nformation Technology Investment Fund (ITIF) to
fund a portion of the costs of the fiscal 2001 deficiency for information technology upgrades
within the Department of Public Safety and Correctional Services, and to use up to $900,000 in
fiscal 2002 ITIF revenues for the purpose of an electronic document processing system and
capital budget information system. Further provided that the following fiscal 2001 deficiency
appropriation is reduced by the following amount to permit use of the I TIF fund balance:

FA01.04 Division of Policy Anaysis $500,000
FA06.01 Capital Budget Analysis and Formulation $400,000
0A01.02 Information Technology and Communications Division $7,000,000

Explanation: The language permits use of the Information Technology Investment Fund for
information technology-related projectsin DBM and for part of the fiscal 2001 deficiency in the
Department of Public Safety and Correctional Services. It aso reduces the public safety
deficiency by $7.0 million, which would be funded by the ITIF.

Add the following language:

SECTION XX. AND BE IT FURTHER ENACTED, That beginning with fiscal 2003, the
Department of Budget and Management (DBM) shall separately identify and fund major
information technology projects in a manner which is similar to the capital budget. 1n order to
implement this section, DBM shall:

(1) develop adefinition for “major” information technology projects;

(2) create separate budget programs, similar to those established for PAY GO capital, for
information technoloqy development spending. Each program shall be based upon
spending for individual major projects, to be presented to the General Assembly in aformat
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similar to the Capital Improvement Program (CIP) or the Consolidated Transportation
Program (CTP). Within both of these documents, individual project sheets are provided
for individual projects, and the aggregate costs of these projects equalsthe total proposed
spending in the budget for each agency; and

(3) create and submit on the third Wednesday of January, 2002 afifth volumeto the Maryland
Operating Budget Fiscal Year 2003 which summarizes major information technology
projects by agency, and includes separate detail for each project, similar to the CIPor CTP.

Further provided that the budget detail for fiscal 2001 and 2002 submitted with the fiscal 2003
budget shall be organized in the same fashion to allow comparison between years.

Explanation: The budget language requires DBM to define mgjor information technology
project spending, and to create separate budget programs for I T development spending, similar
to that in use for paygo capital spending. It further requires DBM to develop an additional
volume of the budget books, similar to that used for the capital or transportation capital program.
This new volume would summarize mgjor IT project spending proposed in the budget, with
agency and statewide summaries.

Add the following language to the special fund appropriation:

, provided that no funds shall be expended for the Information Technology | nvestment Fund until
the Department of Budget and M anagement provides a summary showing the unencumbered
balance in the fund as of the close of fiscal 2001 and a listing of any encumbrances; alisting of
the projects including supporting detail for each project for which funds are requested in fiscal
2002; and aprogressreport on each project approved and funded infiscal 2001. The committees
have 60 days in which to review and comment on the proposed projects.

Explanation: The language requires legidative review of al projects in the Information
Technology Investment Fund (ITIF). Further, progressreportsfor projectsfunded in fiscal 2001
must be submitted to Department of Legidative Services prior to the release of fiscal 2002
funding.

Information Request Authors DueDate
List of projectsfor fiscal 2002, DBM 60 days before expending
project status for fiscal 2001, fiscal 2002 IT funds.

and I TIF revenue status

Add the following language:

. provided that $5,000,000 of thisappropriationisrestricted until the Department of Budget and
M anagement submits a detailed action plan outlining the steps it proposes to take to reform the
IT development process statewide. The plan should include but not be limited to the following
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iSsues:

(a) identificationof thetasksfor which the Program Management Officeisresponsible;

(b) inclusion of policies, procedures and standards to insure uniform guidelines;

(c) its plans to establish strong central authority for project oversight, standards
implementation, and network infrastructure; and

(d) additional steps to be taken to raise the grade of the Government Performance
Project fromaB to an A.

Further provided that the budget committees shall have 45 days to review and comment on the
IT Project Reform Plan.

Information Request Authors DueDate
I'T Project Reform Plan DBM 45 days prior to the
expenditure of funds
Amount Position
Reduction Reduction

Reduce by one-half fundingrequestedtoimplementthe  $2,614,000 GF
“50-65-80" initiative. Accordingtothelaw creatingthis

initiative the mandate applies to “public information

and services” Many of the computer applications

which provide information and services offered by the

agency are out of the public domain.

Reduce funding for abolished positions. The agency 438,743 GF
reorganized to better align functions and maximize use

of available resources. In doing so they abolished

seven regular positions. The fiscal 2002 allowance

included funding for five of those postions. This

action reduces the funding for those positions.

DeleteAdministrator V position. Thisposition hasbeen 57,647 GF 1.0
vacant over 30 months.

Delete 25% of the operating costs for 503,750 SF
net.work.Maryland. The agency projects an October

2001 start-up datefor thenetwork; therefore, operating

costs should not be necessary before then.

Reduce the reimbursable fund budget of the 141,297 GF
Comptroller of the Treasury (COT) by $141,297.
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Accordingly, the Department of Budget and
Management is directed to distribute the reduction
among user agencies of COT services as provided in
Section 11 of the fiscal 2002 budget hill.

Adopt the following narrative:

Definition of Web-enabled Services. Chapter 5, Actsof 2000 required al unitsof theexecutive
branch (except for higher education institutions) to have 50% of its public information and
servicesavailable over theInternet by 2002. Thisincreasesin subsequent yearsto 65% and 80%.
The Department of Budget and Management (DBM) is currently collecting baseline information
from the agencies, which it expects to have completed by April 2001. The budget committees
are concerned over thelack of standardsthat clearly define what it meansto be “50-65-80 web-
enabled. DBM should submit a report to the budget committees by August 1, 2001, which
summarizes the baseline inventory of Internet-based services by agency, along with a plan that
outlines what services by agency that will be web-enabled at the 50%, 65%, and 80% levels.

Information Request Authors DueDate

Inventory of web-enabled DBM August 1, 2001
services and plan to reach
50%, 65%, and 80% levels

Total Reductions $ 3,755,437 1.0
Total General Fund Reductions $ 3,251,687
Total Special Fund Reductions $ 503,750
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Updates

1. TheOIT Improveslts Gradefor Information Technology from C to B:

Governing magazine recently reported its second assessment of state government performance across
fiveareas. financia management, capital management, human resources, managing-for-resultsefforts, and
information technology. This update reports the magazine's finding on information technology. The
project -- a collaboration between Governing and the Maxwell School of Syracuse University, funded by
the Pew Charitable Trust -- will be repeated at regular intervals in the future. Currently, plans are to
extend the time horizon between efforts to evaluate any given set of entities, whether cities, states, or
counties. The 1999 and the 2001 reports were conducted during a time when the economy was doing
rather well. It should be interesting to compare results during less prosperous economic times.
Exhibit 14 compares Maryland's 1999 and 2001 report cards to seven other statesin the region. The
scores show that North Carolina and Maryland had the most improvement over the two-year period.

Exhibit 14

Governing M agazine I nfor mation Technology Report Card

Information Technology Information Technology

State 1999 2001
Maryland C B

Connecticut D+ C+
Delaware B B

New Jersey B- B

North Carolina C B+
Pennsylvania B B+
Virginia A- A-
West Virginia C C-

Source; Governing Magazine

The "B" grade earned by Maryland is due in part to the streamlined approach taken towards
procurement by using large, multiple-award contracts. The report also notes the new standards and
proceduresthat may require agenciesto upgradeits|T infrastructure (PCs, desktops, software, etc.). The
highest praise, according to the report, is reserved for the State's move toward a fully converted multi-
media network.
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2. Two BillsIntroduced in the 2001 Session | mpact I nfor mation Technology

Two legidative bills (if enacted) will have an impact on information technology. The hills focus on
equal access by businesses to State telecommunication infrastructure and improving the procurement
process. A brief description of the hills follows:

® House Bill 1228 -- This hill directs DBM to construct network facilities in under-served areas of the
State and requires the Governor to provide specified funding in the State budget for fiscal 2003
through 2006.

® HouseBill 903 -- Thishill increasesthe responsibility of the Secretary of DBM by granting authority

to streamlinethe procurement processfor information technology services. That procurement process
shouldincludeproceduresfor project/contract management and aperformance evaluation component.
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Appendix 1
Current and Prior Year Budgets
Current and Prior Year Budgets
I nformation Technology
($in Thousands)
General Special Reimb.
Fund Fund Fund Total
Fiscal 2000
Legidative
Appropriation $47,505 $11,398 $17,862 $76,765
Deficiency
Appropriation 9,600 0 0 9,600
Budget
Amendments (13) 12,000 0 11,987
Reversions and
Cancdlations 0 (2,635) (5,336) (7,971)
Actual
Expenditures $57,093 $20,763 $12,526 $90,382
Fiscal 2001
Legidative
Appropriation $49,175 $12,162 $19,034 $80,371
Budget
Amendments (29 1,000 0 981
Working
Appropriation $49,156 $13,162 $19,034 $81,351

Note: Numbers may not sum to total due to rounding.
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Fiscal 2000

Deficiency

A deficiency wasauthorized to supplement thefiscal 2000 appropriationto providefundsfor statewide
"Y ear 2000" computer modifications.

Budget Amendments

The OIT had three budget amendments totaling $12 million. Two budget amendments totaling $7
million were to realign appropriations from the Dedicated Purpose Fund in support of the High Speed
Data Network project ($5 million) and the Public Safety Communication Wireless Infrastructure ($2
million). The third budget amendment was for $5 million from the ITIF in support of the BPAS project
in accordance with the budget language within Chapter 204, Acts of 2000 (Fiscal 2001 Budget Bill).

Cancellations
Special Funds

The $2.6 million cancellation in special funds consists of the following actions: $1.5 million is the
balance of the specia fund appropriation for the ITIF, only $1.5 million of the origina appropriation
($3 million) was used to support agency IT projects; the Application Systems Management Division
reverted $140,750 of the original $5 million I TIF appropriation for BPAS; and less than projected costs
for the Telecommunication Access of Maryland Program resulted in a $1.029 million reversion.

Reimbursable Funds

The $5.3 million cancellation in reimbursable funds consists of the following actions: less than
anticipated reimbursement from State agenciesfor the OI T Users Conferenceand FMI Sstatewidetraining
resulted in a $78,200 reversion; lower than expected quantities in usage sensitive services (i.e., long
distance calls, circuits/equipment purchased and installed), and staff turnover/vacanciesresulted ina$5.3
million cancellation from the Telecommunications Division.

Fiscal 2001

Budget Amendments

A budget amendment was processed to obtain the remaining $1 million in afiscal 2000 appropriation
from the Dedicated Purpose Fund in support of the High Speed Data Network project. The fundsareto
support the implementation of pilot projects, Supply Chain Management, and the Public Awareness
Project (Bioterrorism).
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Object/Fund

Positions

01 Regular
02 Contractual

Total Positions
Objects

01 Salariesand Wages

02 Technical & Spec Fees
03 Communication

04 Travd

07 Motor Vehicles

08 Contractual Services
09 Supplies & Materials
10 Equip - Replacement
12 Grants,Subsidies,Contr
13 Fixed Charges

Total Objects

Funds

01 General Fund

03 Specia Fund

09 Reimbursable Fund

Total Funds

Object/Fund Difference Report

DBM - Information Technology

Fyo1l
FY 00 Working
Actual Appropriation

145.00 160.00
25.00 16.60
170.00 176.60
$ 7,644,503 $9,431,160
503,698 502,214
8,776,593 14,743,072
274,696 433,129
1,384 0
70,978,922 55,377,035
224,617 340,000
1,219,243 349,255
653,000 0
104,858 175,201
$90,381,514 $ 81,351,066
$ 57,092,817 $ 49,155,721
20,763,124 13,161,650
12,525,573 19,033,695
$90,381,514 $ 81,351,066

FY02 FYO1- FYo02 Per cent
Allowance Amount Change Change
153.00 (7.00) (4.4%)
13.00 (3.60) (21.7%)
166.00 (10.60) (6.0%)
$9,716,091 $ 284,931 3.0%
399,069 (103,145) (20.5%)
14,162,646 (580,426) (3.9%)
363,500 (69,629) (16.1%)
0 0 0.0%
51,497,983 (3,879,052) (7.0%)
188,200 (151,800) (44.6%)
886,350 537,095 153.8%
0 0 0.0%
188,083 12,882 7.4%
$ 77,401,922 ($3,949,144) (4.9%)
$ 46,948,142 ($2,207,579) (4.5%)
11,702,486 (1,459,164) (11.1%)
18,751,294 (282,401) (1.5%)
$ 77,401,922 ($ 3,949,144) (4.9%)

Note: Full-time and contractual positions and salaries are reflected for operating budget programs only.

2 Xlpueddy
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Unit/Program

01 Executive Direction

03 Division of Application Systems Management
04 Division of Telecommunications

Total Expenditures

General Fund

Specia Fund

Total Appropriations

Reimbursable Fund

Total Funds

Fiscal Summary

DBM - Information Technology

FY Q0
Actual

$ 41,440,518
28,048,563
20,892,433

$90,381,514

$ 57,092,817
20,763,124

$ 77,855,941

$ 12,525,573

$90,381,514

Fyo1l FYyo1l
Legidative Working FYQO0 - FYO1 FY 02 FYO1- FY02
Appropriation Appropriation % Change Allowance % Change

$9,497,420 $ 10,501,190 (74.7%) $ 16,075,193 53.1%
42,008,389 41,969,725 49.6% 33,053,560 (21.2%)
28,864,240 28,880,151 38.2% 28,273,169 (2.1%)
$ 80,370,049 $ 81,351,066 (10.0%) $ 77,401,922 (4.9%)
$49,174,704 $ 49,155,721 (13.9%) $ 46,948,142 (4.5%)
12,161,650 13,161,650 (36.6%) 11,702,486 (11.1%)
$ 61,336,354 $62,317,371 (20.0%) $ 58,650,628 (5.9%)
$ 19,033,695 $ 19,033,695 52.0% $ 18,751,294 (1.5%)
$ 80,370,049 $ 81,351,066 (10.0%) $ 77,401,922 (4.9%)
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Appendix 4

A Compar ative Analysis of
State Information Technology Spending

Department of L egislative Services

Office of Policy Analysis

Annapolis, M aryland

February 2001
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I ntroduction

In recent years, public sector managers have become increasingly reliant on information technology
(IT) to do their jobswell. The challenge hasbeento convince public lawmakersto authorize expenditures
on the information technology resources needed to become more efficient and expand citizen access.

This paper reviews state and local I T spending and its impact on state budgets. The first section of
the paper provides a discussion of aggregate state and local spending on IT. Section |1 highlights
similarities and differences between Maryland and Virginia sIT spending. Finally, the appendix includes
state profiles of IT spending for selected states. This paper will be useful in understanding IT spending
at the state and local level. Also, it will inform the reader on the distribution of 1T spending by category
(hardware, software, personnel, etc.)

State and L ocal I nformation Technology Budgets

Information technology spending grew an average of 18.9% between 1998 and 2000 and is expected
to grow by 20.5% by 2003. Exhibit 1 showsthat the level of growth in IT spending at the federal level
islessdramatic. Federal I T spending grew by 7.5% between 1998 and 2000 and is expected to grow by
14.5% by 2003.

Exhibit 1
I T Expenditures by Level of Government
($in Billions)
60 -
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Source: Dataquest/Gartner Group
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In calendar 1999, state and local governments invested $41 billion on IT resources nationwide.
Exhibit 2 shows aggregate state and local government IT spending distributed by agency in 1999. The
administrative and finance function accounted for the largest level of I T spending at $8.2 billion, followed
by spending in the human services and transportation areas, at $6.8 billion and $6.4 billion, respectively.

Exhibit 2
State and Local IT Spending by Agency, 1999
($in Billions)

owe ||

Natural

Resources
Public
Works

Health

Public Sfety

Transp.

Human
Services

Admin/Finan

Source: Dataquest/Gartner Group

Government outsourcing involves using private sector corporationsto perform tasks that otherwise
would be done by employees working directly for a government. For example, if a state agency decided
that it did not want to be responsible for servicing its own desktop computers, it might outsource that
operation to a company that specialized in thiswork. Inrecent yearsthe level of spending on state and
local outsourcing of IT has steadily grown. State and local governments spent $1.6 billion on IT
outsourcing in 1999. It is projected that sub-national governments will spend $3.8 hillion by 2003, a
138% increase over 1999 spending. Exhibit 3 shows projected state and local government spending on
I'T outsourcing between 1999 and 2003.
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Exhibit 3
Total IT Outsourcing by State and L ocal Gover nments
($in Billions)
38
31
24
2
16
1999 2000 2001 2002 2003
Year

Source: Dataquest/Gartner Group

I nfor mation Technology Budgets

Theinformationtechnology budget isgenerally comprised of spending oninformationresource-related
personnel, training, hardware, software, telecommunications, maintenance, contracted/consulting services,
and other information technology-related expenses. The National Association of State Information
Resource Executives (NASIRE), an organization representing chief information officers of the states,
recently completed a survey examining information technology budgets among states. While the study
was limited in that only 27 states responded, it represents the most comprehensive view of I'T spending
to date. NASIRE collected dataover athree-fiscal-year period (1998-2000) that shedslight on how states
are budgeting and expending funds on information technology. The study also providesinsight into the
areas where states are spending and investing the most dollars on information technology.

Exhibit 4 shows|T expenditures as a percent of the reported total state budgetsin fiscal 1998-2000.
For the states represented in this study, the proportion of I T expendituresto all expendituresrangesfrom
lessthan 1% to over 3%. For example, inMaryland over thethree-year period, I T expendituresincreased
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from 2% to just under 3% of the total budget.

Exhibit 4
IT Expendituresasa Percent of the
Reported Total State Budget
Fiscal 1998-2000

State Fiscal 1998 Fiscal 1999 Fiscal 2000
Arizona 2.00 1.54 na
Colorado 2.66 2.24 2.52
Kansas 1.65 na na
Kentucky 1.19 1.13 1.24
Louisiana 1.28 1.61 1.57
Maine 1.04 0.98 na
Maryland 214 2.74 2.88
Michigan 1.24 1.20 1.24
Mississippi 0.75 0.70 na
Nebraska 1.55 1.72 1.66
New Jersey 1.56 1.96 1.93
North Carolina na 0.66 na
North Dakota 3.62 3.30 3.40
Ohio 1.12 na na
Pennsylvania 1.67 n/a n/a
Rhode Idand 0.80 0.79 0.69
South Dakota na 2.76 3.26
Texas 2.75 3.06 2.89
Utah 1.93 1.87 1.52
Virginia 2.06 2.20 2.44
Washington n‘a 3.18 n/a
West Virginia 1.71 n/a na
Wyoming 1.06 1.61 na

Source: NASIRE, February 2000

I nfor mation Technology Contracts

Each year states enter into information technology contracts that amount to millions and in some
cases, hundreds of millions of dollars. In fiscal 1999, ten states had IT contract expenditures of $100
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million or more. It should come as no surprise that California, the top-spending state, is ranked number
oneinIT spending. What is surprising however, is that while Maryland was ranked eighteenth in total
expenditures in 1999, it ranked number four in the value of technology contracts'. What is not apparent
from the data is whether the level of IT spending trandates into greater value to the states in terms of
increased efficiency in the delivery of services and greater citizen access. Exhibit 5 shows the value of
state technology contracts, by state.

Exhibit 5
State Technology Contracts, 1999

Number
of States Value Range States

10 Contract Values $100 Million or More CA, FL, IL, KY,MD

MI, NY, PA, TN, TX
7 Contract Values $30-99 Million CO, DE, IN, NC, SC, VA, WA
8 Contract Values $10-29 Million AZ, LA, MA, MO, NV
NM, OK, OR
25 Contract Values Less Than $10 Million AL, AK, AR, CT, GA

HA, ID, IA, KS, MA
MN, MI, MO, NE, NH
NJ, ND, OH, RI, SD
UT, VT, WV, WI, WY
Source; Federal Sources, Inc.

Comparison of IT Spendingin Maryland and Virginia

The availability of datain Maryland and Virginia permits greater detail and analysisthan that in other
states. Thelevel of IT spending, I T expenditures by category, and I T spending in the top ten agencies for
fiscal 1998 to 2000 is shown in Exhibits 6 through 9 for Maryland and Virginia.

As shown in Exhibit 6, Maryland I T spending grew from $332 million to $507 million, an increase
of nearly 53% over the three-year period. Most of the growth can be attributed to the costs associated
with the Y ear 2000 computer problem. Over that three-fiscal-year period, Maryland appropriated $107
million. Over the same period, the table shows Virginial T spending grew 23%. In fiscal 2000, Virginia
spent $501 million on I T-related activities compared to $506 million spent in Maryland. As indicated

1Source: U.S. Census Bureau, 1999, State Government Finances
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spending on contractual services grew by nearly $20 million, to $140 million between fiscal 1998-00. For

Exhibit 7
Percent I T Spending by Source
M aryland & Virginia, Fiscal 2000

30%

25% P

20%

| O Maryland
15% O Virginia

Per cent

10% i

5%

@(\
e &

Virginia over the three-year period, growth in personnel spending rose from just under $80 million to
about $100 million. While spending on contractual servicesin Virginiagrew more dramatically than

Source: Federal Sources, Inc.

in Maryland, the level of spending was much lower. Another interesting observation in the data shows
that I'T spending ontelecommunicationsgrew moredramatically inMaryland thanin Virginiaand wasalso
at ahigher level inMaryland. Finally, Maryland and Virginiareported no spending on training, which may
help to explain why both states continue to have difficulty recruiting and retaining I T personnel.

Exhibit 8 shows technology spending among the top ten agencies between fiscal 1998 and 2000 in
Maryland. Spending grew significantly over the three-year period in the Departments of Human
Resources, Budget and Management, Labor, Licensing, and Regulation, the Comptroller of the Treasury,
and the University System of Maryland. For example, the Department of Human Resources | T spending
grew 127% over that period. Spending growth declined significantly in the Transportation and Lottery
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agencies. There was little or no growth among the Departments of Public Safety and Correctional
Services or Health and Mental Hygiene.

Exhibit 8
Maryland I T Expendituresin the Top Ten Agencies

For Selected Years
($in Thousands)

FY 1998 FY 1999 FY 2000
Agency Name (Actual)  (Appropriated) (Appropriated)

1 Human Resources $37,444 $78,677 $85,084
2 Budget and Management 33,000 93,810 86,524
3 Transportation 80,367 65,253 67,232
4 Comptroller of the Treasury 16,845 36,418 36,588
5 Public Safety and Corrections 26,089 26,993 28,660
6 Health & Mental Hygiene 29,016 26,740 30,529
7 University Systems of Maryland 41,583 47,470 59,938
8 Labor, Licensing, and Regulation 7,256 19,710 18,887
9 State Police 10,863 9,365 10,965
10  Lottery 17,380 6,619 6,702
All Other Agencies 31,674 53,451 75,852

State Total $331,517 $464,506 $506,961

Note: Reprinted by permission

Source; Federal Sources, Inc

For the fiscal period 1998-2000, Exhibit 9 shows Virginia technology spending among the top ten
agencies. In Virginia, the top three users of IT resources Transportation, Social Services, and the Data
Center and IT Services, which account for 43% of IT spending in fiscal 2000. The bottom three users,
Corporation Commission, State Police, and the Employment Commission represent only 9% of total
spending over the same period.
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Exhibit 9
Virginial T Expendituresin the Top Ten Agencies
For Selected Years
($in Thousands)

FY 1998 FY 1999 FY 2000
Agency Name (Actual) (Appropriated) (Appropriated)

1 Transportation $71,048 $78,737 $87,259
2 Social Services 62,483 69,246 76,740
3 Data Center and IT Services 40,734 45,143 50,028
4 Lottery 27,127 30,063 33,316
5 Motor Vehicles 25,188 27,914 30,935
6 Health 20,301 22,499 24,933
7 Medicaid/Medicare 15,359 17,022 18,864
8 Corporation Commission 14,165 15,698 17,397
9 State Police 11,756 13,029 14,439
10  Employment Commission 11,430 12,668 14,039
All Other Agencies 108,488 120,229 133,242
State Total $408,079 $452,248 $501,192

Note: Reprinted by permission

Source; Federal Sources, Inc

Comparing Maryland with Other States

Exhibit 10 compares the proportion of IT spending in fiscal 2000 on various activities in Maryland
with other states. The states included are Georgia, Florida, New Jersey, North Carolina, Ohio,
Pennsylvania, and South Carolina. The stateswere selected based on proximity to Maryland and available
datain fiscal 2000.
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IT Expenditures by State and Category

Exhibit 10

Fiscal 2000
100% -
90%
80%
7
70% \
- 2
60%
4
50%
40%
30% s
20%
10%
0%
. . or . ou
Maryland orgia Florida rolin ennsylvania .
OMisc. 12% 3% 23% 2% 4% 2%
@ Consulting 28% 15% 12% 15% 19% 2%
@ Maintenance 5% 12% 39% 5% 10% 5% 9%
@ Telecom 20% 10% 22% 11% 21% 28%
@ Software 3% 15% 12% 10% 5% 3%
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Source: Federal Sources, Inc.
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Maryland devoted more of its I T resources (28%) to consulting services than any other state in the
sample. Five statesin the sample devoted less than 20% of 1T spending on consulting services. Those
samefive states (Georgia, North and South Carolina, Ohio and Pennsylvania) spent moreon|T personnel
costs. With the exception of Florida, spending on maintenance of existing IT systems ranges from 5%
(Maryland) to 12% (Georgia). Maryland’s share of expenditures for hardware and software (16%) was
less than all of the other statesin the sample.

The datafor Florida is truncated into only four areas that included: maintenance (39%); personnel
(24%); miscellaneous (23%), and hardware (14%). Maryland’ s share of spending on telecommunications
(20%) was in the middle of the range (10 to 28%) compared to other states.

Conclusions

Trendsin the data show that 1T spending among state and local governments will continue to grow.
IT expenditures as a percent of total State budgets range between less than 1% to dightly over 3%.
Another finding in the analysis is that among sample states, reliance on consulting services in terms of
dollarsinvested, is more important in Maryland and Virginia. Thisis consistent with the data in Exhibit
3 that shows outsourcing among state and local governments will continue to grow.

What isnot reported inthe dataare dollars spent on I T training. A complaint among many Maryland
agenciesisthat thevalueof I T training dollars spent islost in the long run due to more competitive wages
in the marketplace for those newly acquired skills. There is areluctance to devote too many resources,
S0 instead, these skills are purchased outside of the agency at greater costs. It is conceivable many of
those dollars spent on I T training are captured in the miscellaneous category of Exhibit 10.
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