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Purpose

What this document is used for
This document is used to aid in the evaluation of business requests for new systems and enhancements to existing systems. It allows analysts and subject matter experts to conduct a preliminary analysis of requests to determine:

· Validity of business needs - how does the requested system or enhancement support business processes, or strategic or tactical business goals?

· The proposed solution - based on requirements, cost/benefit, total costs of ownership and other factors what is the optimum solution?

· Alternatives - which alternatives were examined and why were they rejected as the proposed solution?

· Resources required - what equipment, people and software are needed to implement and support the solution?

· Dependencies and risks - how does the request affect existing systems, plans for systems or processes to be developed in-house or procured via competitive bid?

· Estimated level of effort - what resources and scheduling will be required?  What materials or products will be needed?

· Resources and life cycle management considerations - What will be needed to support the system in production? Total costs of ownership, staffing, licensing, maintenance contracts, etc.



How to use this document
This preliminary analysis document is intended to be a set of guidelines with which analysts and subject matter experts can evaluate business requests for new systems and enhancements to existing systems. It does not represent policy, and is intended as a technical aid only.

Factors

Life Cycle Management
The Preliminary Analysis Document requires a summary of life cycle management costs. The summary is a rough order of magnitude (ROM) estimate.  IS/IT analysts are responsible for gathering and validating information needed in the document, and for ensuring that the information is as complete as practicable. Although cost data at the implementation request and implementation requirements stages are rough order of magnitude estimates that will require iterations of refinement as the project progresses, the data should be traceable to cost pools and reflect diligence.

Cost pools that need to be included in the estimate include:

1. Estimated cost to implement - project costs.

2. Operational support costs - cost to operate and maintain project deliverables (usually a system) after the system released into production and the project has been [successfully] terminated.  

The Preliminary Analysis Document will also provide an estimate of expected savings or cost/benefit ratio that will accrue from the implementation.  This is, like all other costs, a rough order of magnitude estimate. 



Estimated Cost to Implement
The estimated cost to implement will be the total cost of all resources that will be needed to produce project deliverables and meet project objectives.  These resources include the cost of personnel and materials.  

The following list provides cost line items that should be considered when developing the estimate:

1. Personnel:

· fully loaded rate of  FTEs x estimated manhours

· hourly rates for consultants and service providers x estimated manhours (or bids)

· other direct charges - training, travel, etc.

2. Materials

· hardware configuration items

· software configuration items

· license and warranty fees

· tools

3. Consumables and incidental services (including shipping, FedEx, etc.)  

The above are raw costs.  Cost refinement can be achieved by determining depreciation schedules, adjusted risk, net present value or other financial analysis techniques.



Operational and Support Costs
This cost pool encompasses the recurring costs necessary to operate and maintain the system after it has been released into production.  The following table provides common operational and support budget items, expense categories and sub categories that should be considered when developing an estimate:



Typical Operational and Support Costs
Budget Item
Expense Category
Sub Categories

Personnel
# FTEs
Install/Move/Add/Change (IMAC)

Repair

Management (network management system, capacity planning, disaster recovery planning, etc.)

Admin (vendor management, system design, security profiles, configuration control, quality assurance, project management, service level objective attainment management)


Training
None

SLA
 Performance management instrumentation
None


Support
Third-party vendor on-site response (warranties)

Phone support

Spare parts/repair parts




Technology/ Performance
Upgrades:

1. Hardware

2. Software

· O/S

· Applications

· Database

· Layered products/middleware

Consumables (supplies)
Misc.
Patch cables, connectors, etc.

                      (services)
Electricity, environmental controls
Based on equipment power requirements, BTU output, etc.

Events and Consulting
Third-party assistance to assist with events and projects, and to provide additional services to augment staff or provide additional skills
Roll-outs and large-scale implementations

Planning and design

Risk analysis

Network analysis and certification

Asset and security audits

Plans and documentation

etc.

Additional Calculations
The following formulae will assist IS/IT in developing life cycle costs.  The formulae are provided to show how costs can be derived.

FTE (maintenance) = CMM + PMM

CMM is corrective maintenance manhours, and is computed as follows:

CMM=T × 8760 × MTTR × A × M

Where:

 T = Total failure rate as number of failures per hour. This includes all failures. (Equals1/Mean Time Between Failures)

 8760 = Number of hours in a year

 MTTR = Mean Time To Repair. The time in hours it takes to restore a subsystem or component to operating condition (MTTR can sometimes be found in maintenance documentation or specifications that accompany systems, subsystems or components; this rating may also be available from the manufacturer)

 A = The number of personnel required to do the work. 

 M = The manhour rate (for AT&T Wireless personnel use the fully loaded rate; for third-party vendors use the hourly time and materials rate).

PMM is annual preventive maintenance manhours. This is based on all required and recommended preventive maintenance for a system, subsystem or component.  The maintenance actions are normally listed in the maintenance manuals that accompany the equipment.  This information may also be available from the manufacturer.  It is computed as follows:

PMM = Number of times per year x Manhours x M
Where:

Manhours = The number of manhours required to perform each preventive maintenance action.

M = The manhour rate (for AT&T Wireless personnel use the fully loaded rate; for third-party vendors use the hourly time and materials rate)

FTE (operations) = Estimated number of FTEs required to operate system x 2088 x M

Where:

FTE = The number of full time equivalents  required to operate the system.  Consideration the SLA that will be associated with the system, especially availability (i.e., is 7x24 manning required?).  This number can be a fraction, such as .5 FTE.

2088 = Number of annual manhours per FTE.

M = The manhour rate (for internal personnel use the fully loaded rate; for third-party vendors use the hourly time and materials rate).

FTE (support) = Estimated number of FTEs required to provide tier 1 support (help desk personnel).  This cost should be provided by help desk.

Spare Parts Consumption =  CMSP + PMSP.

CMSP is Spare parts for corrective maintenance, and is computed as follows:

CMSP = T x 8760 x Average corrective spares
Where:

T = Total failure rate as number of failures per hour. This includes all failures. (Equals1/Mean Time Between Failures)

 8760 = Number of hours in a year

Average annual spares = Average spares needed for repair of the equipment - this information may be available from the manufacturer.

PMSP is Spare parts for preventive maintenance, and is computed as follows: 

PMSP = Number of times per year x Average spare parts consumption per preventive maintenance action
Where:

Number of times per year is the frequency of each preventive maintenance action recommended or required by the manufacturer (this information is usually available in the maintenance manual that accompanies the equipment).

Average spare parts consumption per preventive maintenance action is the number of spare parts replaced (on average) or consumables used (on average) during each preventive maintenance action.

Expected Savings and Cost/Benefit

Expected savings is expressed as follows:

Expected Savings = (CE + CA) - ((IC + (OC x LC))

Where:

CE is cost elimination over the life of the system - for example if the project results in a system designed to be in place for 5 years, and it eliminates cost items totaling $1M/yr., then CE would be $5,000,000.00.  The period used in computing total CE is equal to the system’s life cycle (see LC below)

CA is cost avoidance over the life of the system - an example of cost avoidance is a system with automatic features that replaces (or reduces) the number of operators; another example is a system with greatly reduced maintenance requirements, or a system that requires expensive proprietary parts being replaced with one that can be maintained and upgraded with commercial, off-the-shelf parts that are readily available on the open market (competition drives down prices, resulting in avoidance of premium prices)

IC is implementation costs, which is a one-time cost to implement the system (personnel and materials) - see Section 3.2.2.5.6.1 for a detailed description of typical implementation cost line items

OC is operational and support costs per year

LC is the life cycle of the system - how long the system is expected to be in service (usually 3 to 5 years)

Cost/Benefit is the ratio of costs to expected savings and is expressed as follows:

C/B = ((IC + (OC x LC))/ (CE + CA)

See Expected Savings above for explanation of symbols.
Prepare Preliminary Analysis Document

Projects are usually presented to IS/IT via new systems or enhancement requests. It is the job of IS/IT to develop functional specifications or proposed solutions.  IS/IT is also responsible for validating implementation requests, conducting a review, determining implementation requirements, and preparing a Preliminary Analysis Document.  This document, developed from information gathered by IS/IT, is provided to the project manager, who will use it as a basis for project initiation.  The following table shows the structure and format of the Preliminary Analysis Document, and from where content is derived.

Structure, Format and Content of Preliminary Analysis Document
Section
Content
Source

I
1. Request validation

2. Business case summary
1. Synopsis of Classification step 

2. Findings and recommendations from Assessment  

II
Proposed solution
Findings and recommendations 

III
Alternatives
If the change/implementation violates standards or existing business or technical processes, this section will contain a brief summary of reasons, risks and impacts examined, findings and recommendations 

IV
Resources
Personnel and equipment required

V
Dependencies and Risks
1. Risk analysis findings and recommendations 

2. Dependency analysis findings and recommendations  



VI
Estimated Level of Effort
1. Personnel & material resources  

2. Scheduling 

3. Controls 

· Quality gate 

· Change management 

· Release Criteria 



VII
Life Cycle Management Factors
1. Estimated cost to implement 

2. Operational and support costs 

3. Expected Savings/Cost Benefit (when required)  

Check Budget

The final step before submitting the documentation for approval is to ensure that there is sufficient budget to fund the implementation project. The source for funding requirements is Section IV in the Preliminary Analysis Document. 

Submit for Approval

After budget issues have been resolved, the in the form of the Preliminary Analysis Document (and supporting attachments), is ready to be submitted to the designated approving authority for final approval and authority to proceed.
Prioritize/Schedule Project Initiation Date

After approval and authority to proceed have been granted IS/IT will prioritize the project in accordance with instructions provided by the designated approving authority.  Next, the project initiation date will be entered into the master schedule and the project handed off to the designated project manager.
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