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Business Need
Kitty Hawk Aeronautics, Inc. (KHA) will implement an IT solution that will meet some of the organization’s most pressing strategic objectives. KHA seeks to control costs by establishing activity based cost accounting in all lines of business. As a result of completing the IT project, KHA expects to achieve improvements in its operation efficiencies and financial performance.
Impact if Not Resolved
If not resolved, the organization would more likely not achieve the following: 
1. Cut operational costs by at least 10% after the first year of IT initiative operations. (TBR)
2. Achieve a 20% profit margin by the end of year 3 (the IT initiative will contribute to reaching this goal). (TBR)
3. Improve the company’s buying power, form alliances and partnerships with suppliers by end of 3rd year of operations. (TBR)
Mission

This business initiative is sponsored by Technology Support LOB and aligns with KHA’s mission to be an integral part of our business partner's team on a global scale. 
Keys to Success

1. Provide high-quality, value-added services to KHA internal and external stakeholders.

2. Develop a follow-up strategy to gauge performance with all stakeholders.

3. Implement and maintain a quality control and assurance policy.

Technology Solution

The IT project is essential for ensuring the organization successfully meet its mission in the short-term and achieve its vision in the long-term. Strategic business/IT planning at KHA will involve aligning IT investments with the company’s business vision and strategic goals such as reengineering business processes and gaining competitive advantages. KHA will aim to implement IT solutions that align with their strategic objectives. KHA seeks a competitive advantage and to this end proposes to implement an IT solution that will:

1. Establish an enterprise-wide cost accounting system and migrate from separate legacy finance, payroll, and general ledger accounting systems.
2. Integrate contracting information with finance and accounting information.

3. Implement a performance-based contracting approach that uses standard on-line templates and a document tracking/correspondence control system.
Specifications and Metrics for the Project
Specifications

The Technology Support Group project leaders have performed a 7-step system alignment analysis as follows:

1. Availability: KHA has required a 4-hours mean-time-to-repair for its IT system. As such, the system’s availability is 99.95%. KHA will achieve this availability by installing redundant systems, RAIDS, data mirroring, and data backup.
2. Accessibility: KHA has defined its IT security policy and the associated level of system accesses.
3. Reliability: The design and testing rigor will ensure that KHA IT systems are robust, function correctly, and provide accurate information.

4. Scalability: KHA has required a reserve of 30% for processing and memory to adapt to increased demands and future growth in the business.

5. Flexibility: KHA will ensure that the IT system has a modular designed with the ability to quickly change.

6. Performance: KHA has defined performance requirements during the SDLC analysis step and will be verified during the testing phase.
7. Capacity planning: future IT infrastructure requirements for new equipment and additional network capacity are based on KHA’s projections for growth over the next 3 years.

Metrics

Technology Support Group IT project leaders will define key metrics that will provide overall project health and status to the KHA senior leadership. The IT decisions, itself, will be less about technology and more about the business capabilities the technology makes possible. This IT proposal is measured like other business ideas for its potential to bring speed, efficiency and innovation to the organization. The following key metrics for the different phases of the system development are recommended:

1. Goals and Objectives: Technology Support Group will track operational goals and objectives met during the entire development life cycle. Reports will be generated quarterly.

2. Spend Plan (Actual versus Projection): we will track the spend plan during the entire development life cycle. Reports will be generated monthly.

3. Schedule (milestones met, deliverables, and task completion): Technology Support Group will track the schedule during the entire development life cycle. Reports will be generated monthly.

4. Requirements verified (capabilities delivered): we will track requirements developed, tested, and delivered during the testing phase of development life cycle. Reports will be generated monthly.

5. Discrepancy report (DR) closed: we will track DR closed during the testing phase of development life cycle. Reports will be generated monthly.

6. Total Cost of Ownership (TCO)

7. Return on investment (ROI): ROI metrics will drive IT project decision making
These measurements are telling and will provide vital information to the project leaders and the senior leadership. The spend plan, schedule (milestones met), and capabilities delivered are 3 of the most important and telling measurements. The measurements combine to provide overall health and status of the project.

Financial Justification

The Cost Benefit Analysis (CBA) for the IT initiative is used to determine if the projected benefits are sufficient to warrant the expenditure for the project. Justification for approving the IT initiative is based on measurable outcomes and qualitative improvements. Table 2 presents the IT initiative costs and benefits and Table 3 presents a detailed analysis of ROI. We expect to break even in the 2nd quarter of the 3rd year.
Table 2
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Initiative

Minuses Cost Pluses Benefits

Hardware/Software/Licenses $50,000Common Account System  $ 130,000 

Consultants $40,000

Development and Testing $153,600

Trainers $3,200

Training $32,000

Hardware/Software/Licenses $16,000Information Integration and 

Management

 $ 150,000 

Consultants $50,000improved customer service 

(leading to an annual 

revenue increase)

 $ 250,000 

Development and Testing $41,600Because of better available 

information, the company 

will be able to make better 

decisions (leading to 

additional cash flows)

 $ 100,000 

Trainers $3,200  $ 131,264 

Training $10,000

Hardware/Software/Licenses $100,000

Consultants $6,250

Development and Testing $19,200

Trainers $1,280

Training $3,200

All Maintenance $10,000

Total $539,530  $ 761,264 

Acct.

Oracle

CM


Table 3
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