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Dear Mr. Mayer:

Thank you for the opportunity to tetify at the public hearing regarding the Governor’s
Reorganization Plan to create a Department of Technology Services.

This proposa presents an exciting opportunity for the State of Californiato enhance its business
sysems and by s0 doing, enhance the service that is ddivered to its citizens.

For many months, key stakeholders have been engaged in the initid preparation and planning for
consolidation, including the establishment of advisory committees and working groups. Much work
has been done to analyze the three existing organizations and their functionsin order to build initid
project concepts, plans, and schedules. We look forward to building upon this existing work and
executing the remainder of the project.

The drategic and historica underpinnings for the consolidation initiative come primarily from the
Legidative Andyst Office, Cdifornia Performance Review recommendations SO 1, SO 2, and SO
3, Governor Arnold Schwarzenegger’s August 24, 2004, Executive Order S-13-04 and the
November 2004 Cdifornia Information Technology Strategic Plan (CAITSP) published by the
State Chief Information Officer (ClO). In February 2005, a“Consolidation Approach” document
outlining the Project strategy was delivered to key stakeholdersincluding: Executive Sponsors
(BTH/HHS/SCS Agency Secretaries, State ClO), the Data Center Consolidation Steering
Committee, the Technology Advisory Peer Group, and HHSDC/Tede Directors. This document
describes the background, approach, schedule, and next steps required to establish the State
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Department of Technology Services. It isthese documents that provide the basis for the responses
below:

Question # 1. Who arethe customersof the Teale Data Center? What major benefits
have you identified for specific customersthat could not otherwise be captured except by
this consolidation?

Response: TedeisCdiforniaslargest multi- purpose government data center and currently
provides data processing services to over 250 customers, some of which provide the mogt critical
sarvicesto the citizens of Cdifornia: the Department of Motor Vehicles, Cdifornia Highway Petral,
Department of Trangportation, Department of Finance, Secretary of State, Department of
Corrections, Board of Equdization and the State Controller’s Office. Some of the mgor programs
supported by the Data Center include Drivers Licenang and Vehicle Regidration; Cdifornia
Government Payroll; Parolee Database, to name afew.

Tede has a proven track record in supporting the misson-critical nature of the programs of our
customers who must have their automated systems available 24 x 7 to ensure peace officer, citizen
and inmate safety, as well as supporting the budgetary processing of the State of Cdifornia. The
dally work performed by our customers touches the lives of nearly every Cdifornian —from
transportation information, business licenses and automobile regigtration — to air quality standards,
hedlth care databases and much more. A complete list of our customersiis attached.

Itis Teal€' s objective that costs of operating the data center and benefits derived from the activities
of the data center be shared equitably among our customer community. Hence, there are no
particular benefits to one customer that are not equally provided to dl customers.

Consolidation will dlow the creetion of asngle, more nimble, organization which can leverage
exiging strengths to ddliver rdiable, timely, cost effective and efficient telecommunication and
technology services statewide so Cdiforniaresdents will receive government services when and
where needed. Asnoted in the “Consolidation Approach” document, the new organization will:

Be more responsive to customer needs.

Promote more effective and efficient management of the state’ s operations.

Eliminate duplication of services and infrastructure within the stet€’ s data centers.
Provide economy of operations and improve service ddivery capacity greater than that
provided by the separate structures.

Improve the security of the state’ sinformation systems.

We fed these benefits naturdly flow from asmpler management structure, reducing duplication of
adminigrative activities and leveraging economies of scale.
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Question #2: What risks or adver se outcomes have you identified for specific customers
of the Teale Data Center? What stepswill betaken to mitigate theserisksand
outcomes?

Response: The consolidetion of the State' s two exigting data centers and the transfer of the
Department of Generd Services Office of Network Services (DGS ONS) into asingle
organization is a complex effort. One of the gods of consolidation is to provide seamless, continued
savicesto dl customers. The consolidation will occur while each organization maintains the existing
level of service required by their respective clients. In addition, the impact on the personne of the
organizations must be consdered. To ensure decison making during the consolidation effort takes
into consderation these primary stakeholders and their requirements, the following Consolidation
Principles, as stated in the “ Consolidation Approach” document, will be adhered to:

Do no harm during or as aresult of the consolidation - All servicesto clients of both data
centersremain a contractua service levels or better.

Execute the consolidation with absolute integrity and gppropriate transparency.

Maintain open two-way communications with al stakeholders.

Newly designed processes will be based on industry best practices.

Congder risk and quality when deciding to consolidate smilar systems.

Additiond safeguards againgt potentid risks will be provided by the establishment of the
Consolidation Management Office. As defined in the “ Consolidation Approach,” this group will
provide a coordinated, independent and objective approach to manage the data center
consolidation project.

The CMO will supply the focused leadership required for the success of the consolidation project,
and an independent, objective gpproach to its management. The CMO will provide the essentid:
leadership and planning; project management and organization; risk, issue and qudity management;
communications and change management; and, stakeholder relationship management.

The CMO will be centered on ahighly skilled team committed to managing the initiative's complex
issues and demands. Each team member will specidize in the mogt critica areas of policy,
governance, organization, finance, technology, data center operations and customer service.

Question # 3. How will existing staffing at the Teale Data Center be impacted by this
consolidation?

Response: The consolidation effort encompasses the merging of the HHSDC, Tede, and the
DGS ONS. Consolidation is defined as an integration of organizationa and technical functions. It
does not imply a physicd move of staff and equipment to asingle data center facility. Likewise, it
should be understood that it is neither an acquisition of one organization by another nor an attempt
to downsize the state' s technology infrastructure. On the contrary, one of the stated god's of the
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November 2004 Cdifornia Information Technology Strategic Plan (CAITSP) published by the
State Chief Information Officer isto rebuild and modernize the state’ s technical workforce. The
shortage of skilled techniciansin Sate service iswell documented, asis the ongoing loss of gaff to
retirement. We fed strongly that the State of California needs more expert technica staff, not less.

It isanticipated that after the merger the mgjority of the staff will be performing the same job
functions for much the same customer base astoday. Asthe new DTS organization takeson
greater workload and more ambitious projects, thiswill in turn provide grester opportunities to
individua employees. Also, as the new organization embraces new technologies, the need for
cross-training increases and new career paths will emerge.

Question #4: When will thetranstion for thisreorganization be completed?

Response: Asdated in the March 2005, “ Consolidation Approach” document, the Consolidation
Project congsts of two stages. Merge and Integrate.

The Merge stage concentrates on quickly establishing the DTS by focusing on the consolidation of
functionaly smilar organizations under a Sngle organizationd dructure. This process movesthe
functions under the same management structure and alows them to function in the same manner as
before the Merge. Upon completion of the Merge stage, there will be a Teale and HHSDC
substructure under each merged Divison. The DGS ONS will move intact and report to asingle
DTS executive.

The Integrate stage completes consolidation by cregting asingle functiona organization within DTS,
Each Divison will be organized without duplicate sub-functions. The organizations become one,
functiondly and organizationdly.

The primary advantage of this gpproach is to establish the DTS organization as quickly as possble
and undertake the more complex functiona integration while DTS continues to deliver servicesto its

customers.

The activities described above are expected to take two years and are scheduled to begin  July 1,
2005. Thank you for the opportunity to discuss our new structure and direction.

Sincerdy,

ANN BARSOTTI
Acting Director
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