AGENDA

FY 2008-09 Joint Budget Committee Hearing

Office of the Governor

Monday, December 3, 2007

1:30 p.m. ‑ 3:00 p.m.


Introductions and General Overview

Departmental Goals and Objectives
1. What are your department's principal goals and objectives? What are the metrics by which you measure success or failure?

2. Given the change in the Administration, have there been any changes to your department's principal goals and objectives since last year?

Note: This answer is in response to Questions 1 and 2. 

Under the leadership of Governor Bill Ritter, the Governor’s Office will expand opportunities for all Coloradans through sound public policy to create a better Colorado.   The Offices of the Governor work to support and carry out the goals of Governor Ritter.  To that end, the Governor’s Office has developed strategic objectives for FY 2008-09 as outlined in the Governor’s Strategic Plan and discussed below.

Governor’s Energy Office 

The Governor’s Energy Office is developing the economic development portion of its mission in conjunction with the Office of Economic Development and International Trade.  Therefore, the Strategic Vision of this office focuses primarily on energy efficiency increases and renewable energy in the commercial, residential and public sectors.  The office goal is to efficiently deliver these services while ensuring transparency through clear measurable objectives that support the Climate Action Plan being developed in the Governor’s Office.   

The Governor’s Energy Office will measure outcomes in the following five major areas:

1. Reduce demand for Megawatt hours (Mwh) – This is a statewide measurement of demand for electricity.  

2. Reduce demand for British Thermal Units (BTUs) – This is a statewide measurement of demand for natural gas or propane. 

3. Reduce Atmospheric CO2 Equivalent.

4. Number of Customers.

5. Number of Renewable Energy Installations.

While formulating benchmarks to measure the above goals, the GEO is operating on the basis of the following three objectives established by the Governor:

· Western Governors’ Association Goal of 20% reduction in electrical demand below current projections by 2020 (WGA Efficiency Goal).

· Executive Order Goal of 25% reduction in fleet petroleum use by 2012.

· Executive Order Goal of 20% reduction in energy use within state buildings by 2012.

The “Climate Action Plan” was released November 5th.  In conjunction with the development of the Climate Change Plan, the goal is to reduce per capita energy demand, reduce overall demand, and incorporate renewable energy technologies, both at a distributed and centralized level, into energy systems.  These goals include the following:

· Reduce Atmospheric CO2 Equivalent Reduced.

· Reduce state fleet petroleum use 25% by 2012.

· Reduce energy use within state buildings 20% by 2012.

Office of Economic Development and International Trade (OEDIT)  

The Office of Economic Development and International Trade (OEDIT) fosters a positive business climate that encourages quality economic development through financial and technical assistance provided in support of local and regional economic development activities throughout Colorado.  An economic development strategy must be ongoing, integrated, and flexible to take advantage of opportunities and build long-term competitiveness.  

The goals of the office are to increase jobs and job opportunities for all Coloradans. 

· Increase the number of jobs created and retained by businesses receiving assistance from OEDIT.

· Increase the dollar value of export transactions utilizing ITO assistance.

The metrics by which the goals are evaluated include the following:

· Jobs created and retained by businesses receiving assistance from OEDIT.

· Assistance provided in support of emerging industries.

· Assistance provided in support of entrepreneurs and small businesses.

· Assistance provided to strengthen regional economies.

· Increase Colorado’s travel market share of total US marketable pleasure trips.

· Economic Development Commission funds allocated to lagging communities.

· Economic Development Commission jobs retained or created in lagging communities.

The specific figures tied to each one of these items are reflected in the Governor’s Office Strategic Plan.

Office of Information Technology (OIT)
The goal of the Office of Information Technology is to increase the effectiveness of government through the use of shared information and technology.  The Office will maximize the efficiency of service delivery and will delivering consistent, cost-effective, reliable, accessible and secure services that satisfy the needs of the citizens of Colorado, its business communities, and its public sector agencies.

· Increase the percentage of laptops encrypted statewide.

· Increase the percentage of certified projects on target for successful completion.

· Decrease redundant IT expenditures.

The Office of Information Technology (OIT) Strategic Plan has five key objectives and is in the process accomplishing these goals.  OIT is leveraging technology statewide, consolidating the State’s data centers and improving oversight of the State’s Information Technology (IT) projects.  

Office of Cyber Security Officer (CISO)
The goal of the Office of Cyber Security Officer is to establish a secure physical and technical environment that protects data and information technology (IT) resources essential to the operation of the State and state agencies that serve Colorado citizens.

The metrics by which the Office evaluates its success include the following:

· Establish 100% compliance for state agencies completion and compliance with Colorado Revised Statue (C.R.S. 24-37.5 part 4).  This includes approved Agency Cyber Security Plans, completed agency risk assessments, and completed Disaster Recovery (DR) testing.

· Decrease the number of successful cyber attacks on state managed computers and computer networks

· Decrease vulnerabilities by 50% within each agency and state systems as a result of Threat and Vulnerability Assessment testing.

· Expand agency level participation in Managed Security Services operational monitoring and management by 25% through offerings by the Information Security Operations Center (ISOC).

· Achieve 100% Security Awareness training by ALL Colorado state employees in order to decrease self-inflicted cyber security related incidents.

Office of State Planning and Budgeting (OSPB) 

The Office of State Planning and Budgeting provides the Governor with analyses of current and future State revenues and makes strategic recommendations regarding the fiscal needs and management of executive branch agencies.  OSPB strives to fund critical state needs and invest in programs which improve services and efficiencies.  OSPB has goals of accuracy, efficiency, and fiscal accountability and is committed to creating a budget which is transparent to policy-makers and to the public.

The Office of State Planning and Budgeting evaluates the success of its goals through the following metrics:

· Accountability.  OSPB works to ensure accountability by requiring that departments submit bottom-line performance measures in their strategic plans for FY 2008-09 with finalized strategic plans in FY 2009-10.  OSPB has sought to increase the value of proposals initiated by OSPB which have General Fund savings.  For the second year, Governor Ritter has submitted a Recidivism Reduction Package.  The FY 08-09 package contains five-year gross savings of $58 million, and over $17 million of net savings.  

· Transparency.  OSPB posted all budget requests on the web for the first time in Colorado history.   OSPB has also created user-friendly fact sheets on every executive branch agency funding initiative requested by the Governor for FY 08-09, as well as on other funding and policy issues.

· Accuracy. OSPB measures its success in revenue forecasting by tying it to a specified percent of actual revenues.  For example, it strives to be within 4.0 percent of actual revenues for its first and second quarter fiscal year forecast, 3.0 percent for the third quarter forecast, and fourth quarter forecasts of 2.0 percent variance from actual revenues.
· Quality. OSPB seeks to provide quality services and will evaluate its success through a survey administered to department budget offices. 

3. What progress did you make during the last year in achieving your goals? 

4. How is the additional money provided to your department in FY 2007-08 being used to achieve your goals? What improvements is your department making in its outputs? 

Note:  This answer is in response to questions number 3 and 4

The primary overall goal of the Governor’s Office – to deliver efficient services to Coloradans through coordinated agency operations and program management – was advanced this year in several important ways:

· Efficiency with Taxpayer Dollars.  The Government Efficiency Management Project (“GEM”) was created with a 20 member GEM team, with representatives from every department.  Last summer, a statewide survey was conducted as part of the GEM process and 12,000 state employees responded.  Several employee recommendations will be included in the final report.  GEM has already produced recommendations anticipated to save the state approximately $142 million over five years.  Some of these ideas include using high tech tools to prevent, detect, and deter Medicaid fraud (generating est. 5 year savings of approximately $47 million), reducing the state’s vehicle fleet (est. 5 year benefit of $2.2 million), improving collections of tax revenues owed to the state by out of state corporations (est. 5 year benefit of $37.8 million).  Additional GEM efficiencies are expected in the spring as Phase II of the GEM project is completed.

· Climate Action Plan.  The Governor’s Office created a Climate Action Plan to reduce the State’s greenhouse gas emissions through a broad array of measures, including the adoption of clean car standards, new farming techniques to decrease carbon dioxide output, and a reduction in electric utilities emissions.   

· New Energy Economy.  Under the Governor’s leadership, there were over 20 bills passed by the General Assembly to advance the new energy economy.  The Governor doubled the renewable portfolio standard (which will significantly expand the amount of electricity generated from renewable energy by 2020), established the Clean Energy Fund to provide a steady stream of revenue to advance energy efficiency and renewable energy throughout the state, and created a significant expansion of energy efficiency programs through utilities for customers across the state.  There were three important transmission bills signed by the Governor that will bring renewably produced energy to urban areas.  One of his early actions on the new energy economy was to create two executive orders to have state government demonstrate all aspects of the energy economy.

· Strategic Planning.  The Governor’s Office revamped the strategic planning process across state agencies, requiring that departments produce more outcome-based, measurable goals. This step provides accountability for taxpayer dollars, and also a roadmap for agencies to follow and be evaluated by for several fiscal years.

· Business Tax Reform Package. The Governor’s Office also put forth a business tax reform package with strong support from the business community.  Comprised of multiple elements, including simplifying corporate income taxes, enabling rural and small businesses to qualify for job creation incentives, and establishing a bioscience fund dedicated to the growth of that industry, this package presents a streamlined, innovative way of doing business in 21st century Colorado.

· Crime Prevention and Recidivism Reduction Packages.  Since last November, the Governor’s Office has proposed two recidivism reduction packages aimed at slowing the rate of growth in Colorado’s prisons.  The first package took effect on July 1, 2007, and the second package was submitted with the Governor’s budget request on November 1.  These packages reflect a commitment to investing resources wisely to save resources in the future.  For example, at a cost of just under $6 million General Fund in FY 2008-09, the second recidivism package is estimated to save a total of $58 million over five years.

· Transparency in budgeting.  In November the Governor’s Office posted all state agency budgets online for the first time.  By doing so, the Governor’s Office has increased transparency by ensuring that budget information is available to the public.

5. Please identify your department's 3 most effective programs and your 3 least effective programs. Explain why you identified them as such. Explain how your most effective programs further the department's goals.

6. Are there programs that your department is required to perform that do not further your department's goals or have outlived their usefulness? If so, what are they and by whom are they required? Why don't they further your department's goals?  

Note: This answer is in response to questions 5 and 6. 
Most Effective Programs 

Statewide Laptop Encryption Program (OIT).  The State of Colorado has been issuing its employees laptops for work-related use for over ten years.  These computers routinely contained sensitive materials, including internal documents and other state-accessed data.  However, until this year, less than 5% of all statewide computers had proper cyber security measures in place to protect against loss or a cyber security breach.  

In order to address this issue, the Office of Information Technology, in association with the Office of Cyber Security, launched the Statewide Laptop Encryption Program.  This program, which provides encryption software for all state computers that can be easily installed by state employees, has been extremely successful.  By the end of fiscal year 2008, all state-issued laptops will contain this new software, making all information on these laptops secure from cyber security threats. 

State-Funded Energy Efficiency Services for Colorado’s Low-Income Households (GEO)
House Bill 06-1200 provided state severance tax funds to the Governor’s Energy Office (GEO) to make cost-effective investments in energy efficiency in low-income housing. During the 2006-07 state fiscal year, the GEO invested over $4.0 million in energy efficiency improvements in low-income housing across the state using these funds. Services were provided in all 64 counties, reaching over 22,000 households. 

All services have been designed to yield at least two dollars in energy savings for each dollar expended. Preliminary estimates indicate that each dollar invested will yield $2.33 in energy savings over the lifetime of the devices installed and education provided1. A quantitative evaluation is underway, the results of which will be available by the end of this current fiscal year and factored into the operating plan for state fiscal year 08-09.

Office of Economic Development Cluster Strategy (OEDIT).  For the past 11 months, the Office of Economic Development and International Trade launched a new program to expand economic development in certain industry clusters.  These clusters include: renewable energy, bioscience, aerospace and tourism.  This strategy has experienced several early successes.  Since this administration has taken office, Colorado has secured a new Vestas plant in Windsor (over 500 new well-paying jobs) as well as retained and expanded AVA Solar.  

Also, recent numbers reveal that Colorado now has the second-largest aerospace industry in terms of overall employment – a statistic that we are committed to continuing.  
Least Effective Programs

The Commission on Information Management (OIT).  Prior to 2007, the Commission on Information Management (IMC) presided over all IT projects in the state.  The IMC was composed of private and public sector members.  However, the IMC did not have a comprehensive understanding of many of these IT issues and did not provide effective governance of these IT projects, leading to massive losses and disarray statewide.  

In 2007, SB 07-254 was passed in order to dissolve the IMC and create the Executive Governance Committee (EGC).  The mission of the EGC is to bring together business and IT professionals from similar departments in order to improve IT projects and procurement statewide.  The EGC ensures that the larger enterprise strategy is being leveraged for major statewide IT projects.  

Performance Incentive Fund (OEDIT).  In 2006, the General Assembly passed HB06-1017, creating the Performance-Based Incentives Fund (PIF).  The PIF was designed to give incentives to businesses that create new high-paying jobs in the state.  To qualify for this incentive program, a company must create 10 jobs in an urban area or 5 jobs in a rural area in 1 month.  Each job must pay above the average county wage and must be kept for one full year.    

Since the passage of HB06-1017, local economic development agencies and local businesses have been supportive of the incentive program, however many rural businesses could not qualify for incentives because of the short timeline and constrictive employee requirements.  This has lead to minimal use of the program.  The Governor’s Office is proposing legislation to expand the timeline for job creation from one month to six months, allowing more companies to qualify for the program and increasing its use. 

Anemometer Loan Program (GEO).  This program was intended to allow the Governor’s Energy Office to explore wind-based renewable energy potential statewide by loaning out wind towers around the state. Throughout the life of the program, no new areas were located resulting in a waste of staff time and resources.  Due to this lack of progress, this program was ended this year and the wind towers have been loaned to Colorado State University for research purposes.

Costs and savings from complying with specific bills and orders
7. What are your department's anticipated costs, anticipated savings, and potential benefits from complying with Executive Order D 028 07, Authorizing Partnership Agreements with State Employees?

The Governor’s Office anticipates no additional costs from complying with Executive Order D 028 07, Authorizing Partnership Agreements with State Employees.  The anticipated savings and benefits will come from working with employee organizations to recognize and implement cost savings and efficiencies.  While it is difficult to quantify specific savings, had an Employee Partnership arrangement been in place when some of the recent software conversions took place, these organizations may have been able to assist the state in correcting what eventually cost the state many millions of dollars in failed systems. 

8. Provide an estimate of the costs your department will incur in FY 2007-08 in carrying out the provisions of H.B. 06S-1023.  Provide an estimate of your department's savings in FY 2007-08 as a result of not providing services to individuals who are in the country illegally.

There are no anticipated costs in the Governor’s Office resulting from complying with Executive Order D 028 07 nor are any savings anticipated.  The potential benefits to the Governor’s Office will come from ensuring that no employees or services are provided to those not eligible to receive them.

Overview Questions
Governor's Energy Office
9. What moneys were appropriated to the Governor's Energy Office last year? 

· Clean Energy Fund: $10.4M

· $7M (Limited Gaming) 

· $3.4M (one time balance of weatherization fund transfer)

· Renewable Energy Authority: $2M

· this is pass through funding for the collaboratory which is administered by the Renewable Energy Authority.

· HB 05-1200 Low Income Weatherization Program: $5M

· Public School Energy Efficiency Fund  (HB 07-1309): $489,000

10. How are the moneys from the Clean Energy Fund spent?  Please provide detail of how these moneys are spent.

The table below provides a summary of funding by program.  Please note that due to a one time transfer of funds to the Clean Energy Fund in the first year, the budgeted amount is $10.2M.  This fund is anticipated to receive $7.6M in FY 2008-09.

	Program
	Federal – State Energy Plan
	Petroleum Violation Escrow Funds
	Clean Energy Fund
	Other
	Total by Program

	Residential 
	104,167
	20,833
	2,000,000
	0
	2,125,000

	Commercial Buildings
	148,333
	29,667
	1,750,000
	490,000
	2,418,000

	Economic Development
	0
	0
	3,500,000
	0
	3,500,000

	Renewable Energy
	325,417
	65,083
	1,240,000
	0
	2,328,050

	Utility Programs
	33,333
	6,667
	100,000
	0
	140,000

	Greening Gov
	0
	0
	50,750
	0
	50,750

	Colorado Carbon Fund
	189,583
	37,917
	250,000
	0
	477,500

	Education and Outreach
	66,667
	13,333
	154,983
	0
	234,983

	Administrative Expenses
	71,542
	14,308
	460,000
	25,000
	570,850

	Total by Fund
	912,000
	182,400
	10,235,733
	515,000
	11,845,133


The Residential Buildings Program supports builders and homeowners with energy efficiency and renewable energy technologies and services that reduce costs, consumption, pollution, and make a comfortable home.  Programs include ENERGY STAR for new homes, Insulate Colorado for existing homes, financing options for renewable energy solutions, and energy-code training for building jurisdictions.

The Commercial and Public Building Program provides technical assistance to ensure projects achieve maximum energy potential.  The programs include high performance design for new construction, energy performance contracting for existing buildings, incorporating renewable energy into the built environment, and enhancing program offerings for K-12 schools.

The Economic Development Program assists in large business attraction, technology transfers, provides small grants, and includes funding for projects such as the San Juan CSP project and the Leadville Biomass project.

The Renewable Energy Program GEO works to increase Colorado’s supply of clean, reliable power while bringing jobs and economic development to Colorado communities.  GEO supports programs including, infrastructure and usage for biofuels, energy audits for farms and agribusiness, geothermal, solar, and wind energy, and biomass, anaerobic digester, and landfill projects.

The Utilities Program creates partnerships between utilities and customers to reach ambitious energy efficiency and renewable energy goals.

GEO is helping the state achieve the goals set by Governor Ritter’s Greening Government Executive Orders.  The program leads these efforts through the efficient management and conservation of energy, water, petroleum, paper, and environmentally preferable purchasing for conducting state business.  

The Colorado Carbon Fund supports energy efficiency and renewable energy projects in the state. The Fund promotes community-based renewable and energy efficiency projects, directs investment funds towards Colorado-based projects, and supports Colorado’s climate change mitigation objectives.

The Education and Outreach Program supports the Resource Action Program and provides public information.

11. What is the relationship between moneys transferred from the Limited Gaming Fund for Transportation and moneys transferred for Clean Energy?   How do these two entities interact with respect to how much funding each receives from the Limited Gaming Fund? 

In each fiscal year, the Joint Budget Committee determines how much money from the Limited Gaming Fund will be expended to address transportation related impacts in gaming communities.  Those funds are expended from the Limited Gaming Fund within the budget year appropriated.  The Clean Energy Fund then receives the balance after that expenditure in the following fiscal year.

For example, in the FY 2007-08 there is an anticipated $21,945,906 available for the Clean Energy Fund and the CDOT budget request.  During the 2007 Legislative Session, the Legislature appropriated $14,292,757 of that anticipated revenue to CDOT to address transportation impacts to gaming communities.  Therefore, at the end of the FY 2007-08, there will remain $7,653,149 to be appropriated to the Clean Energy Fund for use in the FY 2008-09.  In years in which CDOT receives a higher appropriation, there will be a decrease in transfers to the Clean Energy Fund for the following year; in years in which CDOT receives fewer funds there will be an increase in transfers to the Clean Energy Fund for the following year.

Decision Item #3: Solar Incentive Program
12. Why is the Department submitting this as a change request instead of as legislation?

The office currently has statutory authority to administer a solar incentive program, but lacks sufficient funding for financing such a program.  The existing rebate program at the investor owned utilities grew out of the passage of Amendment 37.  In expanding that policy to include utilities outside of the investor owned utilities (HB 07-1281), the Governor’s Office intends to use general fund dollars to extend similar benefits to citizens throughout Colorado.

13. Would it be feasible to submit this request as legislation from the Severance Tax Trust Fund?

The Governor’s Office does not believe the Severance Tax Trust Fund is an appropriate funding source for this initiative.  For one, severance tax revenues are volatile and unpredictable.  For example, last year the projected statewide severance tax revenues to be received in FY 2007-08 declined from a projection of $207.1 million in September 2006 to $154.8 million in March of 2007.  In just a six month time frame, the state projections decreased by more than 25 percent, resulting in a $52.3 million decline in available revenue.  As a result, base severance tax spending in FY 2007-08 had to be curtailed pursuant to H.B. 07-1372 and new severance tax initiatives were either eliminated or had to find alternative funding sources.  Given the important and on-going nature of this project and its benefit to the entire state, the Governor’s Office would prefer a more reliable source of funding for the solar energy incentive program.

Spending from the Severance Tax Trust Fund may also have programmatic impacts to the Department of Natural Resources.  Revenues to the Severance Tax Trust Fund are split equally between the Perpetual Base Account and the Operational Account.  The implications of using each of these two accounts are discussed below.

Perpetual Base Account of the Severance Tax Trust Fund – By statute, the Perpetual Base Account is used for loans for water projects.  Given the critical needs of the state for financing water projects to meet water supply needs, the Governor’s Office does not believe that this is an appropriation source of funding for the solar energy incentive program.  

For background:  In 2003, the General Assembly approved funding to complete the Statewide Water Supply Initiative (SWSI) to examine, on a basin by basin basis, Colorado’s projected water supplies and water demands.  One of SWSI’s major findings was that projects and water planning by local water providers have the ability to meet about 80 percent of Colorado’s municipal and industrial water needs through 2030.  To cover the 80 percent of future water supply needs, the state will rely upon identified plans and projects that will be completed over the coming years by local entities.  These include a variety of structural projects, conservation projects and other types of projects.  While not all the projects will require state financing, most will.  The Colorado Water Conservation Board (CWCB) is attempting to gather accurate cost data on these projects.  In lieu of specific estimates, the CWCB has estimated the cost of the identified plans and projects at $2.5 billion based on the fact that if implemented, the projects and plans will provide 511,801 acre-feet of water and estimated that it costs roughly $5,000 to develop an acre foot of water.  Financing the 20 percent “gap” will require additional funding above and beyond the $2.5 billion estimate.  

Operational Account of the Severance Tax Trust Fund – The Operational Account is intended to be used for programs in the Department of Natural Resources that promote and encourage sound natural resource planning, management, and development.  Consistent with this intent, the Governor’s Office is supporting legislation from the Interim Committee on Severance Tax and Federal Mineral Lease Revenue Allocation which would provide moneys from the Operational Account to the Division of Parks and Outdoor Recreation and the Division of Wildlife.  Given the on-going nature of the needs of these two divisions, combined with the magnitude and on-going nature of the energy efficiency incentive program, the Governor’s Office does not believe that the Operational Account represents a viable, long-term source of funding for this program.

14. Did the Department explore other strategies to fund this request, such as with other funding sources rather than with General Fund?  If not, why not? 

The Governor’s Energy Office will not have sufficient funds in 2008-09 to fund the solar incentive program and lacks existing statutory authority to expend from other fund sources.

Decision Item #1: Cyber Security Components & Software
15. Why does the request for anti-virus software so expensive?  Please provide support for the pricing estimates provided.  Do these prices reflect the costs of this software off-the-shelf?  Can the State procure anti-virus software for less?

This request is intended for hardware and software requirements of the Information Security Operations Center to provide perimeter security in an Enterprise approach.  The request is for funding of the Enterprise Intrusion Detection System including the central console to aggregate and analyze intrusion attempts and fund ongoing maintenance contracts.  The request will fund the Enterprise Firewall Management System which will centrally deploy firewall appliances, provide for maintenance contracts, and off-hours monitoring and management.  The request will also fund the Antivirus and Malware Protection system which includes a central console to manage antivirus software, licensing and maintenance agreement.

The cost for anti-virus software is relatively inexpensive when considering the state will be using approximately 1,500 licenses.  Once the software is purchased and installed on the devices it will continually need to be monitored and include patch updates, etc.  The best practice would be to have this monitored from a central location; thereby reducing the cost and this allows the most experienced individuals to conduct the monitoring in order to respond to any abnormalities that may occur.  These prices reflect industry research completed at the time of preparing this decision item.  If the industry increases or decreases its price, the state could incur more costs or be able to buy fewer licenses or it could potentially save money.  These prices do not reflect off-the-shelf pricing as the state is expecting a lower price point because of its buying power.

This anti-virus software that is quoted aligns with the enterprise and takes into account the state’s anticipated discount from the major retailers.  If less expensive software were purchased it could impact performance and the State’s ability to adequately detect, deter, and prevent intrusions.

Decision Item #2: Cyber Security Software & Professional Services

16. Is the State moving toward consolidating IT operations?  Is the State moving the FTE into one place?  What is the plan for this process?  Is this request consistent with the plan for consolidating state IT resources?  Does the consolidation of IT resources require legislation? What does the consolidation of IT mean for the Department and the State as a whole?

The State is moving toward consolidating the executive branch IT operations.  This decision item is a step in consolidation by transferring the security and maintenance responsibilities of the Governor’s Office information technology network to the Department of Personnel and Administration.

The IT consolidation would move all IT FTE and any FTE associated with IT operations under the direction of the State Chief Information Officer.  While reporting authority would reside with the State CIO, the majority of IT employees will remain physically located at their current facilities and will not be required to move to a central facility.  Opportunities will arise where employees could transfer to a new location or a new position but this will be on a case-by-case basis and as the opportunity presents itself.  It will also be a choice made by the employees.

The IT consolidation plan is currently being formulated.  OIT has conducted 3rd party assessments, interviewed Colorado CIO’s, visited other states where consolidation has occurred, and has begun developing the plan that will result in IT state government consolidations  A full planning document will be available by January 1, 2008. The IT consolidation will require legislation.  OIT is working with legislators to have a bill introduce this upcoming legislative session.

Information Technology is critical in delivering the core business of government.  Colorado does not treat its IT infrastructure and/or assets as an enterprise and has no coordinated plan regarding these systems.  This results in varied IT systems that cost the state more money and leaves it vulnerable to cyber security attacks.  IT consolidation will reduce the number of systems and therefore reduce the associated risks and costs with maintaining these systems. 

IT consolidation will improve services and decrease costs.  An integrated enterprise allows the State to be able to offer services such as one-stop business registration and address changes, on-line renewals, permit tracking, etc.  These services are offered today but the applications are not at their full potential.

Another benefit of consolidation is to standardize Information Technology duties and responsibilities.  Currently, individuals with similar job duties and experience may be classified differently based solely by the agency where they work.  The consolidation will standardize job descriptions clarifying employee duties and helping agencies determine appropriate work assignments.  

Another benefit is to allow departments to refocus resources.  Generally a department’s mission is not to deliver IT services to Colorado citizens, but to provide benefits, collect taxes, issue permits, sell licenses, etc.  While these services rely on IT for their delivery, the department does not necessarily have a competency in IT and therefore the department cannot focus solely on their business processes and critical missions.  They must spend some efforts and resources maintaining IT systems.  Consolidation will allow the departments to focus on their core missions while having IT experts assist them in delivering that mission.  Consolidation allows for maximum efficiency in the deliver of IT services to the agencies.  

Finally, consolidation allows the state to reduce redundancy thereby reducing costs and/or increasing services.  There are distinct lines between the departments and departments’ missions.  These distinctions have often resulted in blocked development of common IT applications, data sharing, and infrastructure.  For example, the present structure has allowed the state to purchase multiple telephony systems when one enterprise system would suffice.  The State of Colorado owns approximately 20 phone switches.  This is far more capacity than needed. This situation developed because departments installed their own infrastructure rather than using a shared services model.  Another area of redundancy is the number of email systems the state operates.  There are business reasons for multiple email platforms in the State but there are few arguments to support having multiple instances of the same system.  With consolidation a shared services model will be implemented and departments should see reduced costs or increased service offering.

Work Eligibility Verification Portal
17.
Why didn't the Department include a change request in either the FY 2007-08 or the FY 2008-09 budget request based on the recommendation made by the Office of Information Technology included in the October 6, 2006 report to the JBC? 

The Office of Information Technology provided a report to the JBC detailing 3 possible solutions.  The report requested JBC input to determine which solution should be implemented.

· Option 1 is to provide a link on colorado.gov to an existing governmental entity such as the Internal Revenue Service, Social Security Administration, or Department of Homeland Security.  Each of these sites requires registration with the websites at no cost. 

· Option 2 is to provide a link to an existing Non-Governmental Entity.  These sites would require an account set up fee and per transaction fee.

· Option 3 is to develop a custom solution including the development of an in-house web-based application.

One of the solutions is a no costs option so it would premature to submit a budget request prior to JBC direction.

18.
Is it feasible to submit a budget request amendment to reflect the need to implement the recommendation provided in the October 6, 2006 report to the JBC?  

It is feasible to submit a budget request amendment to reflect the need to implement the recommendation, but such an action would be based on the strategy that is adopted.  If Option 1 is followed, a link would be provided on www.colorado.gov which would allow authorized agents to sign up and use the IRS’s TIN Matching Program.

If one of the other options is selected OIT would require additional funding and resources in order to implement.  Again, resolution and a direction is needed from the legislature.

19. Is clarifying legislation required to implement the provisions of H.B. 06S-1015?

OIT does not feel clarifying legislation is required to implement the recommendation.

Legislation may be required if the legislature desires to require governmental entities to apply and incorporate the TIN Matching Program into their business operations.

20. Is the recommendation still viable given the length of time since its development or is there a more effective and efficient solution possible? 

OIT believes that the recommendation is still viable and could be implemented as a website link.  OIT does not know if the other options contained within the report are viable options and more data would be required to determine their viability at this point.

21. Was $93,750 General Fund appropriated to the Department of Revenue spent by the Department?  If so, what was it spent for? 

No money was appropriated to the Office of Information Technology and therefore OIT is unable to address this particular question.  The legislation notes the money was appropriated to the Department of Personnel and Administration.

Footnote #20:  Request for a consolidated statewide personnel report
22. Does this footnote get the General Assembly any closer to answering what levels of vacancy savings should be used in the calculation of personal services?  Why did the Governor decide to use 0.2 percent for the vacancy rate this year?  What is the basis and rationale for that decision?  Please provide support for the decision to utilize the 0.2 vacancy rate.

Prior to the November 1, 2007 Executive Budget submission, the Governor’s Office of State Planning and Budgeting worked with all agencies to provide specific vacancy savings amounts for FY 08-09.  Agencies that identified significant savings beyond the historical 0.2% were allowed by the Governor’s Office of State Planning and Budgeting to direct these savings towards other budget initiatives within the specific agency.  For all other agencies, the Governor’s Office of State Planning and Budgeting required application of the historical 0.2% reduction to line items with appropriated FTE greater than or equal to 20.  This threshold of 20 FTE was included to mitigate any impact to smaller line items that have limited resources for which to absorb funding cuts.  There was also exemption for line items that supported 24-hour facilities that would need funding to pay for temporary services if staffing levels fell below required supervisory levels.

Office of Economic Development and International Trade

23.
What is the status of potential lawsuits dealing with CAPCOs?  What is the background to this issue which initiated the lawsuit and provide an update as to what the current status is of the lawsuit?

OEDIT is not aware of any potential new lawsuits dealing with or pertaining to CAPCOs.

In 2004, the state legislature enacted amendments to the CAPCO’s 2001 authorizing statutory language.  As a result of the amendments, OEDIT was required to publish amendments to its existing regulations within certain mandatory administrative timeframes. In September 2004, Newtek Business Services, Inc., a New York corporation and Wilshire Colorado Partners, LLC, a Colorado limited liability company, filed a lawsuit as a result of the statutory and regulatory changes.  This lawsuit sought judicial review of rulemaking actions of OEDIT pursuant to the state administrative procedure act, declaratory and injunctive relief and costs and reasonable attorney fees based upon claims for violation of the Colorado Constitution arising from actions taken by defendants on behalf of the State of Colorado pursuant to newly enacted statutory mandates established by five recently enacted bills.  

All parties to the lawsuit were ordered to participate in arbitration proceedings in 2005.  During the arbitration proceedings, OEDIT again discussed future rulemaking changes that it planned to propose in an effort to further clarify the implementation of the statutory amendments–however, the parties were not able to reach agreement during this process.  In mid-to-late 2006, the parties were able to reach a settlement agreement whereby OEDIT agreed to make its anticipated changes and the lawsuit was settled in November 2006.

24.
How much money is being allocated for the administration of the Bioscience Discovery Evaluation program?  Is this amount sufficient to provide adequate service delivery?

For HB06-1360, 2% of the $2,000,000 appropriation or $40,000 was allocated for administrative costs but FTE were not authorized.  For HB07-1060, 5% of the $2,500,000 appropriation or $125,000 has been allocated for administrative costs and a .60 FTE was authorized.  Therefore, OEDIT may utilize up to $165,000 for administrative costs.  This amount of administrative funding is sufficient to provide adequate service delivery.

Federal Moneys

25. Please provide a list of all the sources of federal moneys received by the Governor's Office and the corresponding amount received in FY 2006-07 and how much is anticipated to be received in FY 2007-08.  

Governor’s Energy Office

SFY07-08 Federal Funding

1. DOE Federal Funds– State Energy Plan (SEP) $912,000 

· these required a 20% match ($182,400)

2. Additional DOE Federal Funds – State Energy Plan (SEP), waiting to be approved by DOE:        
$122,619 

3. DOE Federal Funds – Low Income Weatherization Program $5,534,447

4. LEAP (Federal Appropriation received from Human Services for Low Income Weatherization)         $4,702,360 

SFY08-09 Federal Funding - estimate

1. DOE State Energy Plan (SEP) as low as $475,000 and as high as $712,000 

· these funds will require a 20% match from the state

2. DOE Federal Funds – Low Income Weatherization Program $5,000,000 to $5,534,447 

3. LEAP transfer from Dept of HS $4,400,000 to $4,702,360

Office of Economic Development and International Trade  

SFY07-08 Federal Funding

1.  Small Business Administration Federal Grant

     (for Small Business Development Centers’ Program)
$1,154,500

2.  National Education Association

     (for the Council on the Arts Program)


$659,000

SF08-09 Federal Funding – estimate

1.  Small Business Administration Federal Grant

     (for Small Business Development Centers’ Program)
$1,200,000

2.  National Education Association

     (for the Council on the Arts Program)


$659,000

Governor’s Office

SFY07-08
1.  GearUpFY07 
financially administered through the Governor’s Office
      but programmatically administered through CCHE
$3,500,000
2. Gear Up FY08 
     financially administered through the Governor’s Office
     but programmatically administered through CCHE 
$3,500,000
3. FY08 Homeland Security 




$   403,000
4. FY07 HeadStart





$   125,000
5. FY08 HeadStart





$   125,000
6. SBIRT  (Screening Brief Internvention)

    four year grant “Pass Through” to CDPHE-ADAD
$2,800,000

SFY08-09 Federal Funding – estimate 
1. Gear Up






$3,500,000
2. Homeland Security 





$   403,000
3. HeadStart






$   125,000

4. SBIRT






$2,800,000

26. Please indicate which programs in the Governor's Office receive matching funds from federal sources or grant moneys?  Please the ratio of dollars received compared to the State's outlay. 

Governor’s Energy Office

State Energy Plan monies receive a 5-1 match from the federal government up to a pre-approved limit established by the US Dept. of Energy.  Last year, we received $912,000 from the federal government requiring a $182,400 match (20%)

Office of Economic Development and International Trade 

The Governor’s Office (OEDIT) received cash federal funds for both its Small Business Development Centers’ Program and its Council on the Arts Program as described above.  For FY07, OEDIT received $1,154,500 in cash federal funds and $150,000 in cash state matching funds for the Small Business Development Centers’ Program–which is a ratio of approximately $8:$1.  However, it should be noted that the Small Business Development Centers’ Program requires that its federal funds be matched at a minimum $1:$1 from non-federal funds and the remainder of the required matching funds has been obtained from the Small business Development Centers’ local/regional hosts.  For FY07, OEDIT received $659,000 in cash federal funds and $659,000 in cash state matching funds for the Council on the Arts Program–which is a ratio of $1:$1.
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