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I. Introduction

A. Project Definition

The purpose of this project is to provide King County with a quantifiable business case
which justifies replacing or improving the county’s current budget, financials, human
resources and payroll operations model and the array of distributed systems and the
business practices that support them.

B. Business Function Definitions

General Ledger

The General Ledger serves as a summarization and classification of financial
transactions from all sources. These transactions, called journals, may represent actual,
budget and encumbrance amounts. A chart of accounts is used to define the operating
structure for the organization. Journal transactions are summarized to create the
General Ledger. Financial statements may be produced from detail transactions or the
summarized ledger.

Project Accounting

Project Accounting accumulates and reports detail cost information for county projects
and Grants. The term project refers to a variety of activities:

e  Multi-year, construction projects (capital projects)

e  On-going program related activities (operating projects)

Projects may have multiple funding sources. The organizations work break down
structure for project activities is reflected as project attributes. Project Accounting is
used to track and manage actual project cost against management estimate and
budgeted amounts. Closed capital projects may be capitalized to Fixed Assets.

C. Focus Group Approach
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1. Business Process Review

A. Definitions and Terminology

Business Function — Refers to a high level grouping of business processes designed
to meet a specific business objective. The financial functional areas covered by this
project are:

—  General Ledger

—  Project Accounting

—  Grant Accounting

—  Purchasing

— Accounts Payable and Warrants Reconciliation
—  Accounts Receivable and Collections
— Inventory

—  Order Entry

—  Fixed Assets

—  Cash Management

—  Debt Management

—  Labor Distribution

—  Financial Reporting

Business Process — A discrete set of activities within a functional area. For example,
business processes related to the General Ledger function include Set up and Maintain
Chart of Accounts, Process Manual Transactions, etc.

Operations Model — The operations model for both business and technical includes
the following:

— Integrated business process model and work flow addressing how all functions
work together.

— Roles, Responsibilities, and Authority for each identified business area/function
and for integrated business operations.
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Organizational structure (including span of control, staffing models, staffing
levels).

B. Confirmation of Current Business Processes
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General Ledger Function

Function Goal:

The objective of the General Ledger function is to:

Summarize and classify transactions,

Provide internal control and auditable information,

Record double sided entries

Produce a trail balance,

Establish the basis for financial statements,

Provide a resource for financial information, supported by details,

Support budget control objectives.
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General Ledger High Level Flow
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General Ledger Current Business Function Flow

Process Inputs Outputs Method Performed by Flow Time Gaps/Comments
Set up and Maintain Report of Current e Updated valid GL e Paper input forms Operating Units e 1to 4 days de- e New cost cen-
Chart valid codes structure keyed by data en- identify the need pending on the ter information
of Accounts try (ARMS) for Chart of Ac- request/ also needs to

Request for new
value

e Online update

(IBIS) in some
cases based on
paper forms.

count changes or
new values.

The county council
approves requests
for new grants
(outside line of
business) or funds
(agencies have
more discretion
within their funds).

Finance generates
the update to the
GL

For organizational
changes, budget
office may need to
be involved

e A new project

takes approxi-

mately one day for

both ARMS and
IBIS

A new expendi-
ture account
number takes up
to 4 days

be communi-
cated to payroll

e Cross walk
between
ARMS / IBIS
must be main-
tained

e Continuity with
subsidiary sys-
tems
(communicate
changes in
COA)

¢ Organizational
changes need
to be synchro-
nized between
payroll/HR

¢ Ability to enter
specific code
items at
agency level is
desirable (ex-
cept for items
controlled at
the county-
wide level)

e The Roads CIP
budget is
adopted at the
Fund level, and
there is a work
program at-
tachment that
gets adopted at




Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

the same time.
Therefore we
can move grant
funding
around. We
can use our
grant contin-
gency project,
the reallocation
process, and
the CIP recon-
ciliation as
methods of
moving funds
around. Roads
does not use
the grant alert
process.

Prepare Manual
Transactions

Manual transaction
forms (ARMS)

Supporting docu-
mentation

Manual transaction
ready for process-

ing

e Paper forms
(ARMS)

e Online form (IBIS)
) in some cases
based on paper
forms.

e Operating units
prepare manual
entries

Forms don't take
much time.

If agreement re-
quired, process
takes at least a
week (for both
signatures)

e ARMS and IBIS

interfund
transactions
require signa-
ture by both
side of transac-
tion on
transaction
form. If an
agreement be-
tween
agencies exists
both signatures
may not be re-
quired.

e “Parallel” trans-

actions (on
same form,
routed from
one to the
next)

are performed
to accommo-
date
transactions




Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

between an
agency on IBIS
and an agency
on ARMS

e Transactions
that are in-
creasing
budget must go
through budget
office

e Controls vary
on transfers

¢ Original docu-
ments
sometimes in
finance and
sometimes at
agency

e Have original
documents
scanned online
(desired)

¢ Many docu-
ments are
walked through
the process,
there is interest
in automated
workflow

Process Manual
transactions

e Operating unit

prepared manual
transactions

e Updated

GL records (Note
in ARMS invalid
values or combi-
nations of values
cause records to
not post requiring
another step)

Data entry, and file

transfer to GL
(ARMS)

Online review and
post (IBIS)

e The Department of
Finance approves

the journal entry.
Some agencies
key their own.

If the journal entry

is not approved,

the Department of

Finance sends if
back to the

Agency’s Budget
and Finance sec-

1 to 2 days to post

to both IBIS
(online) and
ARMS (batch)

e QOccasionally
make adjust-
ment on behalf
for agency
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Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

tion for revision
(ARMS) or con-
tacts agency staff
to review/revise
entry (IBIS).

Correct Input Errors
(ARMS only —re-
jected transactions)

(IBIS edits at time of
entry)

o Daily error report

list

e Updated GL re-

cords

¢ Online update or

paper correction
forms keyed by
data entry

Finance reviews
error

to determine
cause and

if necessary con-
tacts originating
agency to resolve

From time error
identified can take
2 days.

Minimum time
requied is one day
because ARMS
posting is an
overnight process
(need to wait for
nightly report to
run)

Process can
take longer if
Finance cannot
reach originat-

ing party.

Establish and Exe-
cute Recurring
Journals (IBIS only)

e Appropriate coding

values, amounts,
and frequency.

e Set up trigger to

run in system

Recurring journal
entry for process-
ing and updated
GL records after
processing

Online form

Finance works
with agency to
create recurring
journal entry in-
cluding frequency,
finance updates
amounts and exe-
cutes journal entry
processing

1 day to create
(same as manual
entries)

ARMS can
have recurring
journals, but
they require
custom devel-
opment by the
programmer

Can be fixed or
variable dollar
amount.

Not using auto-
mated
scheduling

Establish and Exe-
cute Monthly Mass
Allocation (IBIS)

Defined sources

and targets and

fixed rate

or ratio

(with defined nu-
merator

and divisor)

Mass allocation to

be executed
monthly resulting
in updated GL re-
cords

¢ Online processing

Finance works
with agency to
create mass allo-
cation and
executes monthly
allocation proc-
essing (at
beginning of the
fiscal year or
when new alloca-
tion needed)

Takes day to
batch allocate and
post in ARMS.
Requires closing 1
day early

Flow time for allo-
cations (1 day,
about 3 hours to
run the 3 mass al-
locations)

Some alloca-
tions require
pecial interven-
tion — for
example, allo-
cating retro pay
to projects..
This process
can take
months de-
pending on
size, number of




Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

projects, and
number of
years involved.
These happen
every year
when there is a
union settle-
ment (
generally by
bargaining unit)

e There are typi-

cally 3 done
each month.
Allocations are
dependent on
other transac-
tions having
posted in sys-
tem

e Current process

can't distin-
guish from
regular payroll
entry or correc-
tion entry.

Generate Manage-
ment Reports

Report Requests
Report Schedules

Special report
programs created
for various rea-
sons to combine
finance and pay-
roll information

Eagle server
(ARMS) used for
queries/reports
and supports web
reporting

IBIS has similar
data repository for
reporting

Financial Reports

FEMA reports per
event (combo or
payroll and finan-
cial system
reporting)

Intranet Reports

Standard System
Generate Reports

Custom reports
(IBIS using Busi-
ness Objects) or
Eagle server
(ARMS data) re-
ports in Access

Some distributed
through Infopak

e The Agency

Budget and Fi-
nance Section
reviews informa-
tion requests from
outside agencies,
the budget office,
and the project
manager. May
satisfy request
with report

If the request is a
production report,
the Department of
Finance provides
the report.

If the request is

If a report already
exists, may need
to tweak selection
criteria, can take
programmer or
computer operator
intervention. De-
pending on priority
could take a cou-
ple days to a few
months for lower
priority reports

e To provide a re-

port from time of
request (from ei-
ther IBIS or

ARMS) can only

e Agencies want

to create and
generate their
own report

e IBIS web re-

ports are
limited (in for-
mat, sort, some
can not be
downloaded to
Excel, might
need access to
Business Ob-
jects to run)

e Project manag-

ers re-key IBIS
web reports

C-10



Process Inputs Outputs Method Performed by Flow Time Gaps/Comments
not a production take a few hours into Excel
rBeL?;r;:h;ngng?_nCy Depending on e Reporting is a

9 . complexity of task big problem
nance Section and what is on re-
defines, creates, ¢ |BIS does have
o port can take
and distributes hours, days or canned re-
the report montr;s to gener- ports,
sometimes

Agencies balance
Business Objects
or Eagle reports
back to source
system (can take
a few hours)

ate

they get out of
date and need
to go through

Finance (FSG
reports) to get

e Inconsistencies

in report results
depending on
parameters
given. Recon-
cile Business
Object reports
back to Oracle
reports/GL.

e Need to bal-

ance reports
back to source
system

Generate External
Financial Reports

e ARMS and IBIS
Reports

External Financial
Reports

Manual keying

of reports into Ex-
cel Spread-sheets
and manually key
summarized level
into ARMS (once

a year)

Finance

Generating reports
2 to 3 weeks.

Monthly grant
reports (2 days to
several weeks)

BARS reporting
takes a about a
week, done once
or twice a year
depending on
agency)

Section 15 / trans-

portation reporting
can take weeks.

e IBIS datais

keyed into
ARMS for at a
summary level
for external fi-
nancial
reporting.

e BARS reporting

requires use of
crosswalk to
determine
BARS codes
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Process Inputs Outputs Method Performed by Flow Time Gaps/Comments
Process Month End e Month end Sched- | e Closed Period e Scheduled jobs e Finance e 3 days to close out
ules (ARMS) month (ARMS)
e Defined month end e Manual online ¢ IBIS sometimes
jobs period update closes 3 weeks
(IBIS) into following
month sue to is-
sues with
Peoplesoft payroll
processing (13
day lag) Just the
GL stays open.
Mass allocations
must wait for pay-
roll. In contrast,
MSA only has a 5-
day lag.
Process Year End e Year-end Sched- e Closed Period e Scheduled Jobs e Finance e ARMS has e ARMS has
ules (ARMS) 13th(AP) and 14th carryover proc-
e Defined yearend e Manual online t(GA'zI.D atnd altjd" esseds tlhatth
jobs (ARMS) period update or acjus mgn_s) can delay the
month. Prelimi- completeness

(IBIS)

nary 13th month
used to generate
grant bills before
AP cut-off.

IBIS keeps Dec.
open

ARMS year-end
takes to mid-
March with finan-
cial statements
following.

IBIS takes until
about Feb. 6th

of new year re-
cords

o Very difficult
having 2 sys-
tems (felt mostly
by finance and
budget offices)
Difficult to view
county-wide ac-
tivity, results.

e Severe limita-
tions on getting
county-wide in-
formation.

o Avrtificial delay -
Must wait for
processes to be
completed by
other system
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2. Project Accounting Function
Function Goal:

The objective of the project accounting function is to collect cost, revenue, and labor
information on:

Capital projects:

e  Operating projects/billable projects

Capital projects have a specified duration, one or more funding sources and
special reporting requirements. Cost information may be used to determine the
value of the constructed asset. Operating projects are used to keep track of
expenditures and revenues by service or program type. Billable projects collect
costs for billing to internal and external organizations. Grants can be projects.
Work crew is used to group projects by planning unit or line of business.
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Project Accounting High Level Flow

King County Project Accounting - High Level Flow
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Project Accounting Current Business Function Flow

Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

Set-Up and Maintain
Project Structure

e Request for Ser-
vice

¢ Valid project
codes:

e ARMS: task, op-
tion, project

e |BIS: Phase, pro-
ject, grant, sub-
project

o ARMS paper docu-
ments keyed by
data entry

¢ |BIS request (hard
copy or e-mail)
and online system
update

e The Project Man-

ager or Agency
Budget & Finance
section determines
the project struc-
ture. If an existing
project exists and
has adequate
funding no addi-
tional activity is
required.

If the project/work
request is not
funded, the Project
Manager or
Agency Budget &
Finance section
requests funding
through the budget
office and the
county council.

e The Project Man-

ager or Agency
Budget & Finance
section prepare
requests or forms
for project set-up.

e The Department of

Finance sets up
the project struc-
ture

e To set up a pro-
ject, takes 1 day
(overnight) Trig-
gered by email or
fax of authorized
request.

e Want project loca-
tion, comment
field. This informa-
tion is currently
tracked in sub-
systems.

e GIS location infor-
mation may be
desirable.

e For IBIS, capital
projects need to
be associated with
an appropriation
project. This cre-
ates a hierarchy
maintenance is-
sue. Sometimes
the appropriation
project number is
incorrect.

¢ ARMS appropria-
tion is by function,
service and pro-
gram.

e Agencies need to
know project man-
ager

Process Transactions

e Requisition

Purchase Order

Vendor Invoice

Labor Hours

Payroll

¢ GL project expen-
diture and budget
transactions

e Various

¢ |f only Agency

goods

or services are
needed, Project
Staff perform the
work of record in-
put (labor,

e n/a

¢ ARMS reflect de-
tailed salary
cost (by individual
by pay period);
IBIS has salary
costs summarized
by code combina-
tion (cost center
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Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

Equipment Usage
Materials Usage
Payables Payment
Budget

Manual journal
entries

equipment usage,
material usage)

¢ |f non-county
goods or services
are required the
Project Manager
may procures
them through
the purchasing
process
or through and
agreement with
another county
agency.

e The project man-
ager
review labor,
equipment usage,
and material us-
age.

e The Agency
Budget and Fi-
nance Section
participates in the
purchasing proc-
ess by preparing a
request for ser-
vice, accepting the
service, and initiat-
ing the payment
process.

e The Department of
Finance processes
requests for ser-
vice and vendor
payments.

e The Department of
Finance updates
payroll and ARMS.

account, phase,
project, sub-
project

e Payroll only posted
twice a month.
Burden added on
only once a
month.. At same
time equipment
usage comes in
(about twice a
month). Would like
more timely post-
ing of loaded labor
and equipment
usage. Agencies
are using sub-
systems to get
more timely labor
information.

¢ Distribute labor
fully each time
payroll run

¢ County has multi-
ple labor
processing meth-
ods

e InIBIS, datais
summarized in GL,
reporting tool al-
lows combination
of summary and
detail (can get la-
bor by project)
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Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

Calculate Burden
Rates (ARMS)

e Historical cost
records

e Budget cost re-
cords

e Organization and
Project staffing
documents

e Burden Rates that
are entered into
ARMS

¢ ROADS: Monitor
rates - ARMS 285
takes indirect cost
recovered and dis-
tributes based on
ratio (mass alloca-
tion)

e Agency manually
calculates rates
(have cost pools)

e Finance enters
rates
into system (paper
input document
keyed by data en-

try)

e ROADS - To calc
burden rates takes
weeks. Actuals
need to wait for
year to close.

¢ Need ability to
monitor and adjust
rates more than
once a year
(needs to be flexi-
ble, have tools to
do this)

Distribute Labor and
Apply Burden Rates
(ARMS)

e Payroll Transac-
tions

e Burden Rates
e Labor hours
e Budgeted hours

e SSN file with cal-
culated annualized
hourly rate

e ARMS Transac-
tions

e Automated proc-
ess, runs monthly

e Finance

e Special allocations
done by Health

e ARMS

e Batch process
runs overnight

¢ IBIS receives the
salary costs coded
to projects form
PeopleSoft so it
does not have a
distribute labor
process

¢ Payroll adjust-
ments can cause
calculated pay rate
to be inflated

¢ In IBIS, mass allo-
cations distrib-
utes/allocates
benefits. People-
soft captures all
time to projects.

Allocate paid time off,
benefits and indirect
costs to projects
(IBIS)

e Cost Center bene-
fit and paid time
off costs

e Project costs

e Automated Proc-
ess

e Agency works with
finance to develop
mass allocation
rules

e Finance executes
mass allocation
monthly

Perform Project Bill-
ing

e Project Amounts
¢ AR Billing Rules

e Customer Invoices

e Automated inter-
fund transfers

e Manual and Auto-
mated

¢ For Manual billing
to non-county enti-
ties, the Agency
Budget and Fi-
nance Section

¢ Work authoriza-
tions have
complicated inter-
faces. Has
confusing monthly
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Process Inputs Outputs Method Performed by Flow Time Gaps/Comments
o Work Authorization | e Updated Customer | e Health does grant prepares the and year-end
Agreements Receivable Re- billing through bill and sends it to processing.
(ARMS) cord AIRS the customer. « Billing is more

o ARMS grant billing
manual

¢ |BIS puts through
AR

e For Manual billing
to county entities,
the
agency Budget
and Finance Sec-
tion prepares
interfund transfers.

e For automated
Work Authoriza-
tion agency
prepares paper
document for input
by Finance; auto-
mated payments
are processed
monthly

e For automated
invoices through
AIRS Accounts
Receivable
agency defines
billing rules (pro-
ject and account
coding. of cost to
be billed) and
automatically pulls
costs from ARMM
to generate in-
voice or an
automated inter-
fund transfer.

complicated when
billing between
ARMS and IBIS.
Setting up work
authorizations is
also difficult. Need
to input data into
several different
places. Difficult to
correct errors.
Forms work auth,
DPG, AIRS.

¢ IBIS customers
only get summary
billing from ARMS
with hard copy de-
tail bill. Would like
1 point of entry for
work authoriza-
tions

e ITS Telephone
billing is problem-
atic due to multiple
financial systems
(ARMS / IBIS) and
large volume of
detail transactions.

Create Project Re-
ports

o Report Requests
e Report Schedules

e Project Reports

e Intranet Reports

e Standard System
Generate Reports

e Custom reports
(IBIS using Busi-
ness Objects)

e The Agency
Budget and Fi-
nance Section
reviews report re-
quests from
outside agencies,
the budget office,

C-18



Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

and the project
manager.

o |fthe requestis a
production report,
the Department of
Finance provides
the report.

o |f the request is not
a production report
the Agency
Budget and Fi-
nance Section
defines, creates,
and distributes
the report.
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C. Performance Measures

General Ledger and Project Accounting Key Performance Measure Examples

Business Func-
tion

Improvement Op-
portunity

Benefit

Measurement Cri-
teria

Comments

Project Accounting

Labor Distribution

Integrate project
and labor cost in-
formation so that
projects can be
tracked and man-
aged more
effectively.

Improved Capital
Improvement Pro-
gram (CIP) project
cost tracking.

Improved project
billing.

Improved identifi-
cation of project
funding.

e 9% decrease of
CIP budget.

Comments from
Judith
McKinley,
Roads:

| do not expect
to see the im-
provement
opportunity,
benefit, and
measurement
criteria as de-
scribed in the
key perform-
ance measure
examples
handout mate-
rializing for the
Road Services
Division. ARMS
and Eagle
Server access
does what | be-
lieve the new
system is ex-
pected to do, at
a minimum, for
the agencies.
Current side
systems pro-
vide planning,
scheduling, and
project/program
tracking at the
level we need,
and will con-
tinue after the
financial system
is implemented
as | understand
it. I do not ex-
pect a decrease
in the CIP
budget as a re-
sult of the
financial system
implementation.

06804r10 Appendix C
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Business Func-
tion

Improvement Op-
portunity

Benefit

Measurement Cri-
teria

Comments

Since multiple
funding sources
fund portions of
many projects, |
question
whether the
new system will
improve the
identification of
project funding
for Roads. The
funding is lay-
ered. Also,
because of
flexible budget-
ing, our
expenditure
and revenue
budgets are in-
flated.

Project Accounting

Distribute data en-
try to agencies with
on-line edit capa-
bilities.

Eliminate duplicate
Data entry

More timely post-
ing and error
correction.

e Decrease in

general over-
head cost
(central data
entry costs)

Comments from
Judith
McKinley,
Roads:

The opportunity
I do see is the
elimination of
duplicate data
entry for labor
distribution that
might occur
with the imple-
mentation of
both PeopleSoft
and the new fi-
nancial system.
Roads already
batches, inputs,
and corrects
the data once
(la-
bor/equipment)
and prepares
and adjusts the
payroll, so the
measurement
criteria would
be a decrease
in general over-
head cost from
the central
agency that

charges us for

06804r10 Appendix C
160704-12.58
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Business Func-
tion

Improvement Op-
portunity

Benefit

Measurement Cri-
teria

Comments

data entry. If
agencies can
make correc-
tions
electronically,
that would cre-
ate an
additional op-
portunity for
efficiency and
savings.

Labor Distribution

More timely and
frequent posting of
labor posting

More timely infor-
mation for budget
and project moni-
toring.

Comments from
Judith
McKinley,
Roads:

There is also
the opportunity
to have finan-
cial information
available in a
more timely
manner, de-
pending on the
policy decisions
made at the
beginning of the
project. Labor
constitutes a
large portion of
the costs
posted to pro-
jects for many
agencies. More
frequent input
and posting of
labor/payroll
would increase
agency admin-
istrative costs,
but would also
improve the
timeliness of in-
formation for
budget and
agreement
monitoring. If
we are limited
by the payroll
posting, and se-
lect two
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Business Func-
tion

Improvement Op-
portunity

Benefit

Measurement Cri-
teria

Comments

separate sys-
tems with an
interface, there
will be no real
improvement.

Another benefit
is that we save
time and money
by not having to
deliver docu-
ments to other
buildings and
locations. There
will still be quite
a lot of printing,
but the cost will
be shifted to the
agencies.

Financial Reporting

Improve Consoli-
dated Annual
Financial Report
(CAFR) process
and dates.

Reduced effort
required to pro-
duce the
Consolidated An-
nual Financial
Report (CAFR).

Increased accu-
racy of reports.

e 9% decrease of
cost to prepare
CAFR.

e $ decrease of
cost of audit
services.

All Financial Busi-
ness Functions

Provide reports
and forms on elec-
tronic media.

Elimination of
forms (ex. Multi-
part), faxes, printed
reports in favor

of automated
document tracking,
approvals, queries.

e 9% savings of
printing, fax and
forms order
costs.

General Ledger

Budget

Perform real-time
budget to actual
reporting

Improves appro-
priation funds
checking

Supports better
managerial deci-
sion-making
capabilities

¢ None identified.

Comments from
Judith
McKinley,
Roads:

There are sev-
eral benefits to
the electronic
posting of en-
tries to the
modules as
they are input
by the agen-
cies. We will
know what is in
the system and
what is not. We
can make cor-

rections faster
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tion

Business Func-

Improvement Op-
portunity

Benefit

Measurement Cri-
teria

Comments

and easier.
With the excep-
tion of labor
accounts, man-
agers can
measure per-
formance
against budget.
Without labor,
agencies don't
have one of the
biggest items to
hit their budgets
as described
above.
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I11. Critical Success Factors

e  Objectives for the Quantifiable Business Case.
e  Top three things that have to be addressed for the project to be a success?

° Obstacles and resistance.

06804r10 Appendix C King County, State of Washington
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V. What’s Next?

e  Follow up with individuals to clarify business processes and opportunities.

e Hold a second focus group session to refine/confirm the current business processes, present
proposed business processes, and review high payback processes for additional analysis.

e  Develop costs of current business processes through a survey of agencies

06804r10 Appendix C King County, State of Washington
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King County, State of Washington

Quantifiable Business Case

Focus Group 2

|
Focus Group: General Ledger/Project Accounting
Date: Tuesday, February 24, 2004
Time: 2:00 PM to 5:00 PM
Location: Key Tower Olympic Conference Room
Agenda
|

I.  Findings From First Session
Il.  Opportunities for Improvement

1. Analysis of Opportunities
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I. Findings From First Session

A. Key Findings

1.

06804r10 Appendix C

160704-12.58

General Ledger

Maintaining two financial systems (ARMS and IBIS) results in additional work
spent maintaining interfaces, reconciling data, and reporting countywide
information.

ARMS agencies must complete paper documents when creating new chart of
accounts values or ARMS transactions (for example, journal entries). Paper
documents are then sent to Finance for data entry and processing. There is a
minimum one-day turn-around for all ARMS activity; ARMS transactions are
posted in overnight batch jobs. IBIS updates may be entered, edited and posted
on-line, real time.

Paper documents are often hand-carried from person to person to expedite
processing.

Document storage procedures vary from agency to agency. There is no consistent
document storage policy resulting in time spent searching in multiple locations
for original documents.

Controls vary on interfund transfer transactions. In some cases, signatures from
both agencies are required. In other cases, pre-existing agreements override the
dual signature requirement. Procedures vary from agency to agency.

In IBIS, month end closing can be 3 weeks into the following month. Month end
is delayed, waiting for payroll to post.

Management Reporting is problematic. Business Objects reports must be
reconciled back to IBIS ledger totals to ensure reported amounts are correct. IBIS
web reporting is limited and web reports cannot be downloaded; project
managers re-key report information into Excel. IBIS provides many canned
reports but some are outdated. Changes to ARMS reports require programmer or
computer operator intervention. There are severe limitations on reporting
countywide information due to having two separate financial systems.

External financial reporting is done primarily through the ARMS system. IBIS
data is re-keyed into ARMS in summary format to produce financial statements.
State BARS reporting is difficult, a crosswalk is used to translate ARMS data
into BARS codes.

King County, State of Washington
Quantifiable Business Case — Appendix C
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ARMS and IBIS have significant year-end processing differences. ARMS uses
periods 13 and 14 for year-end adjustments. All year-end adjustments in IBIS are
posted to period 12 (IBIS does not have adjustment periods).

Project Accounting

Some project information such as location, comments and project manager is
tracked in sub-systems. Agencies would like to maintain this information in the
project accounting system.

In IBIS, project appropriations are tied to a master project. In some cases,
projects are linked to the wrong appropriation project causing a hierarchy
maintenance issue.

The county has 3 different methods for distributing labor costs. IBIS distributes
actual labor and overhead costs through a mass allocation. ARMS uses burden
rates to distribute overhead. Public Health uses a custom process in ARMS for
projects and grants... The Public Health labor distribution process is more
detailed, so that actuals can be reported against grants to meet federal reporting
requirements.

Labor rates (for labor distribution) are modified at least once per year, agencies
would like the ability to monitor and adjust rates more frequently. In ARMS,
payroll adjustment with a coding errors, (such as retro pay) cause the calculated
pay rate to be inflated. These need to be manually adjusted.

Actual labor information is only available twice a month (after payroll
processes). Agencies would like more timely labor information.

Work authorizations used for project billing are complicated. It is difficult to
correct errors. Year-end and month end processing is complex. It is difficult to
perform billing between ARMS and IBIS agencies. Error correction is difficult.
ARMS creates summary bills only, many agencies manually attach detail
documentation (paper reports) to the summary bill.

Agencies keep detail record keeping for grants outside of ARMS and IBIS due to
the detail that needs to be tracked (includes tracking statistical information,
CFDA numbers, etc.). These side systems need to reconcile with books of record.
Agencies prepare manual bills for grants. Accounting practices for grants differ
by agency. Public Healthdoes not have a single project for each grant the create
ARMS projects with several funding sources and grants Public Health is looking
at a Contract Management system (Upside) to help with grant management.

Facilities has projects with several funding sources, they perform work that is
grant related, but it is billed to the grantor through Roads. Grant revenue is
sometimes posted to the wrong project.

King County, State of Washington
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I1. Opportunities for Improvement

A. General Ledger and Improvements

Consolidate data and eliminate redundant processes by moving to a single financial
system.

Provide report data in electronic, downloadable format.

Distribute some data entry to Agencies (new chart of accounts values and
transactions). Provide for on-line editing and posting to eliminate delays caused by the
current batch error correction process.

Automate approval process (electronic workflow).
Shorten month end closing time in IBIS caused by payroll lag.

Store source documents electronically in a format that allows for rapid retrieval and
Finance and agency locations (document imaging system).

B. Project Accounting Improvements

Integrate timesheet and project accounting information for agencies that want more
timely labor data (requires daily timesheet entry).

Distribute labor benefits and equipment usage after each payroll process rather than
once per month.

Improve tools used to determine labor burden rates and increase frequency of burden
rate reviews and adjustments.

Integrate project billing with subsidiary systems to streamline billing preparation and
mailing process.

Improve integration between project billing and work authorization system(s).

Improve Grant Accounting process. Simplify grant tracking for grants with activity
across both financial systems.
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I11. Analysis of Opportunities

A. Analysis of Proposed Changes

06804r10 Appendix C King County, State of Washington
160704-12.58 Quantifiable Business Case — Appendix C



Implementa- Organiza-
tion tional Legal & Pol-
Improvement Performance Organiza- Role of tech- Considera- Obstacles & icy
Opportunity Benefit Measures tional Impact nology tions Constraints Constraints Risks Comments
Single Finan- Single e Time to e Learning o Critical e Expect e Large or- e Consider Large ¢ Historical
cial System source for prepare curve, e Select cor- exceptions ganization, future pol- scope data con-
for King flnanC|_aI in- reports change rect tool « Agency not just ac- icy require- Enough version
County formation (single ac- manage- if counting ments and main-
. cess point ment specific impacted resources tenance
Eliminate for informa- needs, to do well needs 1o
complex in- tion) e Business need to e Adequate e Data reten- Limited be ad-
terfund / process accommo- training tion (digital amount of dr d
inter- e Time spent redesign date . storage) - esse
" e Funding subject
system reconciling . agency e A Data
e Negotia- . . matter ex- -
transac- system bal- tions to business e Commit- erts. need retention
tions ances. d : require- ment and pers, policy is
etermine ments govern- to train needed
Common e Number of best prac- ance backup re- ’
business process tice to be ¢ Design (leader- sources
processes steps to used how to hi L f
. work with easily get ship) 03 0
Eliminate each svs- e Central / informa- « Cvnical business
the support Y de-central . y ’ continuity
of multiple tem issues tion out of although
technolo- e Number of system ready for R“'? away
: and how change project
gies Cross sys- to interpret again!
Integration tems P o Trusted gain!
°9 communi- decision Commit-
of informa- .
tion cations makers ment and
(transac- o Address objective,
Ability to tions, : informed
h pain from .
standard- interfaces) decision
: before :
ize and . making
document * Time spent
procedures performing
cross-walk
Common mainte-
nomencla- nance
ture,
common
tools
Provide elec- Eliminate e Timere- e Training e Constraint, | e Version e System o Ability to Users can ¢ ARMS
tronic access re-keying quired to « Security infrastruc- control , licensing restrict ac- with wrong has
to reports and of data receive re- pro- ture, system constraint cess to tools and stronger
(Vavebus. | * Reduce Pore flesmainte | PR | s | Eavac | REL | getbagine | than 1BiS
_(V'a WED us- central e Time spent nance e Remote P cess and . 9 -
ing standard (ex. Patient formation (must go

C-32



Implementa- Organiza-
tion tional Legal & Pol-
Improvement Performance Organiza- Role of tech- Considera- Obstacles & icy
Opportunity Benefit Measures tional Impact nology tions Constraints Constraints Risks Comments
tools) printing formatting « Response access e Help pre- user names) and not through
costs data for re- time, sys- o Variety of vent report friendly ac- | | opaa know it. QA Business
Fewer porting tem usage ways to do queries cess to require- process for Objects,
standard e Costto o Access to this, does thatt tax the data ments ;gtr't(i:sére' \Fl)vgrkt)sr?j;)
i system.
ogoncies | teporis. | wprodae | SRR | raeon » Data reten- not
gencl P training g€ * Historical tion (digital download
could filter now versus ) nancial data con- storage) to Excel
and sort to future (take | ® Ongoing system version g "
meet their a sam- uSer sup- and main- g;st:g’
needs) pling) port tenance month-
Consis- e Data reten- end)
tency in tion
reporting
Ease of
access, re-
duced turn-
around
time
User de-
veloped
reporting
Ipriority
versus
needing
program-
mer.
Drill down
capabili-
ties.
Distribute Reduces e Forms e Training e Looking at e Changesto | e Potential e Where ¢ Internal
data entry paperwork. printing e R replacing approval labor is- source re- control
(with on-line Reduce ef- and cou- esgu:jc;es PERTEC processes sues cords are .S it
edits) Agency fort to route rier/deliver Egﬁ eato data entry (some con- kept ecurty,
. vert ¢ Internal privacy
direct entry paperwork. y costs staff from system controls tracts have
More timely | e Central clerical to St technology
, accurate data entry technology * otorage clauses)
and access
data entry costs tasks

of source

C-33



Implementa- Organiza-
tion tional Legal & Pol-
Improvement Performance Organiza- Role of tech- Considera- Obstacles & icy
Opportunity Benefit Measures tional Impact nology tions Constraints Constraints Risks Comments
e Eliminates | e Elapsed e Internal documents
delays time im- control e Restricted
caused by provement access
overnight s (take
edit errors sampling)
(errors |+ Etimination
reported of side sys-
on-line tems which
real-tirﬁe) capture
data for
o Better audit forms (ex.
trail, status, Some of
visibility PFM)
Automate e Eliminates e Elapsed e Training e Requires e Backup e Resistance | ¢ Electronic e Complex to
approval delays time for « PC De- new tech- routing signature implement
process caused by approval pendence nology (not | , Route defi- issue e Cultural
(workflow) manual process. fully im- nition change
paper rout- | paperand | °* Support plemented _
ing rout- issue for in IBIS) » Complex to o Failure of
« Better visi- ing/delivery develop_lng implement backup
bility for costs, re- and main- systems /
status duce ’ taining busmes_s
number of wprkﬂovy, continuity
o Better en- ) hierarchies
forcement copies
of routing e Time re-
e Account- q“‘??d for
. notification
ability
of accep-
e Improved tance or
inter-fund rejection of
transfers a transac-
tion
Shorten e Noneiden- | e« Noneiden- | e« Noneiden- | e Noneiden- | e Noneiden- | e Noneiden- | e Noneiden- | ¢ Noneiden- | e Talk
Month-End tified. tified. tified. tified. tified. tified. tified. tified. about in
Closing (re integra-

tion

C-34



Implementa- Organiza-
tion tional Legal & Pol-
Improvement Performance Organiza- Role of tech- Considera- Obstacles & icy
Opportunity Benefit Measures tional Impact nology tions Constraints Constraints Risks Comments
duce payroll session
lag) on Friday
2/27
Implement Improved, e Time spent | e Training e New tech- ¢ Increased e Job e Cognizant Inconsis- e Cross
Document remote, on retrieving nology and cost to changes agency tency in reference
) e Job duty .
Imaging sys- demand, documents hardware agencies s approval to data stor- docu-
changes e Confidence -
tem secured (sample _ « Data or- do this. age ments
sccessto | bestand U
documents this) require- quality con- transac-
. o ments, trol tions
Consistent o Lost/Misfile records Migration to database
record re- d Docu- manage- -
_ subse- design.
tention ments ment, quent
policy e Space indexing technolo-
Space! dedicated ¢ Image gies
to filing quality Diverse
o Offsite ¢ Integrate technolo-
record with finan- gies,
storage cial system legacy im-
costs (see scan plementati
of invoice, ons
contract,
etc.)
Costly and
complex
Integrate More timely | e For agen- e Requires e Issue for
project ac- labor costs cies, daily time- integra-
COl.Jnti.ng with Elimination general sheet entry tion _
daily time- of duplicat overhead meeting
plicate
sheet entry data entry cost from 2/27
for labor central fi-
distribution nance for
data entry.
If agencies
can make
corrections
electroni-
cally, that

would cre-

C-35



Implementa- Organiza-
tion tional Legal & Pol-
Improvement Performance Organiza- Role of tech- Considera- Obstacles & icy
Opportunity Benefit Measures tional Impact nology tions Constraints Constraints Risks Comments
ate an ad-
ditional
opportunity
for effi-
ciency and
savings
improve the
timeliness
of informa-
tion for
budget and
agreement
monitoring
IBIS Distrib- More timely | e More timely | e Noneiden- | e Noneiden- | e Noneiden- | e Noneiden- | e Noneiden- | e None iden-
ute labor , complete project, tified tified tified tified tified tified
benefits and labor and grant billing
equipment equipment (recovery
after each costs of cost)
payroll run
(ARMS does
this)
Improve tools More accu- | e Costs re- e Training e Requires e Noneiden- | e Change e Grantor e Complex
to calc burden rate burden captured : new tech- tified manage- require-
L e Requires
rate (Done rates (might in- central ex- nology ment ments
mostly once a crease) pertise to (ARMS)
year, some administer
need to do and tie to
more often) cost alloca-
tion plan
Integrate Billing de- e (AR) Time e Training e Requires e Noneiden- | e Funding, e Noneiden- | ¢ Complex,
project billing tail could spent as- new tech- tified need to tified multiple
with subsidi- be inte- sembling nology justify systems,
ary systems grated with bills lots of rule
Etiflsstomer . Reduc_ed sets
investiga-
tion/resear

ch time

C-36



Implementa- Organiza-
tion tional Legal & Pol-
Improvement Performance Organiza- Role of tech- Considera- Obstacles & icy
Opportunity Benefit Measures tional Impact nology tions Constraints Constraints Risks Comments
o Ability to e Younger
drill down AR ac-
to billing counts
details
o Ability to do
pro-forma
billing
Improve inte- | e Noneiden- | e Noneiden- | e Noneiden- | e Noneiden- | e Noneiden- | e Noneiden- | e Noneiden- | e Noneiden- | e Talk
grations tified tified tified tified tified tified tified tified about in
between pro- integra-
ject tion
accounting meeting
and work

authorization
systems

C-37



C-38

Grant Management opportunities will be discussed in more detail in a meeting with
Randy Inouye (Housing).
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King County, State of Washington

Quantifiable Business Case

Focus Group 1

|
Focus Group: Purchasing and Accounts Payable
Date: February 9, 2004
Time: 1:00 PM to 4:30 PM
Location: King Street/3E
Agenda
|

l. Introduction

II. Business Processes Review

I1l. Performance Measures Review
IV. Critical Success Factors

V. Next Steps
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I. Introduction

A. Project Definition

The purpose of this project is to provide King County with a quantifiable business case
which justifies replacing or improving the county’s current budget, financials, human
resources and payroll operations model and the array of distributed systems and the
business practices that support them.

B. Business Function Definitions

Purchasing

Purchasing .is the process through which goods and services are acquired to
implement and support the county’s programs. The purchasing process presented here
includes the receipt of goods and payment for those goods or services.

Accounts Payable

The accounts payable process includes paying for goods and services and recoiling
warrants. There is integration with the procurement process since it information on the
purchase order can be referenced by the payment transactions. This section deals with
payments un-related to purchasing including direct purchase, employee
reimbursement, and treasurer disbursements for districts.

The warrant reconciliation process includes the all payment processes including
payroll.

Focus Group Approach
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1. Business Process Review

A. Definitions and Terminology

e Business Function — Refers to a high level grouping of business processes designed
to meet a specific business objective. The financial functional areas covered by this
project are:

—  General Ledger

—  Project Accounting

—  Grant Accounting

—  Purchasing *

— Accounts Payable and Warrants Reconciliation *
—  Accounts Receivable and Collections
— Inventory

—  Order Entry

—  Fixed Assets

—  Grant Accounting

—  Cash Management

—  Debt Management

—  Labor Distribution

—  Financial Reporting

* Included in this focus group.

e  Business Process — A discrete set of activities within a functional area. For example,
business processes related to the General Ledger function include Set up and Maintain
Chart of Accounts, Process Manual Transactions, etc.

e  Operations Model — The operations model for both business and technical includes

the following:
— Integrated business process model and work flow addressing how all functions
work together.
06804r10 Appendix C King County, State of Washington
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— Roles, Responsibilities, and Authority for each identified business area/function

and for integrated business operations.

—  Organizational structure (including Span of control, Staffing models, Staffing

levels).

B. Confirmation of Current Business Processes

Purchasing Function
Function Goal:

e  Create purchase orders-Create competitive bids

e  Receive bids

e  Administer bid process

Goal: Procure goods and services for the county. Get the highest value for the

county’s money, by adhering to RCW and county codes. Pass purchasing information
to the payables process (establish encumbrance, obligations).
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Purchasing/Accounts Payable High Level Flow

Attachment 4: KC Purchasing Example - High Level Flow

—
c
GE) Receive
t’ Complete Goods Approve
I Requisition or Invoice
Q Services
()
a 7y

Depending on the type and

amount of purchase,
o . Purchasing solicit telephone
c bids, purchase order or RFP
‘©
© Purchase
<
O Item
p—
>
o A

v

S
o Provide Provide Create Deposit
c Goods or » ’
) Cost Sedvices Invoice Warrant
>

Accounts
Payable

Process
Invoice

Review
Payments
Sign
Warrants

ADPICS
Create PO

A

Systems

ARMS

Post Encumbrance

4

ARMS
Relieve
Encumbrance
Create Payment
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Purchasing Current Business Function Flow

Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

Complete Requisition

Contract Services
has record of con-
tract (like a PO)

(Add process steps
for contracts)

o |dentified need for
goods or services

e Requisition

e ADPICS prepared
manually

¢ IBIS prepared
online

e Agency User

e Range 1 to x days

depending on dol-
lar amount, specs
needed, etc.

e Flow time is ac-

ceptable. It is

department driven.

e Decision to make

a requisition may
take a long time.
Once created, it
does not take long
to process the
requisition.

e Roads — has very

large contracts.
Contracts are is-
sued an internal #.
Need to match up
to invoices (to
know who did it
the work/crew and
to get project in-
formation) before
payment by the fi-
nancial system.
Would be nice to
have this auto-
mated.

e |BIS has draw

downs. No way for
buyer to know what
was purchased. To
capture, have to go
down into AP to
see what was
bought and the
guantity.

e Would be nice to

have method to
scan invoices so
that they can be
viewed at later
date. (All invoices
are paper, notelec-
tronic.)
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Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

Purchase Item

e Requisition

e Bid package
e Price Quotes

¢ Method depends

on the value and
type of purchase

e Procurement Ser-

vices Division
Some departments
are authorized to

purchase without
going through

e Methods

e Purchase Agree-
ments

e Standard PO
e Blanket PO

PSD e Drawdown
e LPO (Limited Pur-
chase Order)
e ROC (Record of
Contract)
Provide Cost ¢ Bid Package e Proposals Vendors
e Price Quotes
Create Purchase e Approved order e Purchase Order e ADPICS prints PO ADPICS or IBIS e There are some

Order

Interfaces to IBIS
from MP3, Main-
saver, M4

forms

e IBIS online with

printed copy,
sends PO by Fax

Departments can
also create Pur-
chase Orders
within certain
guidelines.

agency systems
that trigger PO’s

Encumber Purchase

PO amount and
accounting codes

e PO document and

encumbered
budget

e Key entered

manually into
ARMS (BUC)

ARMS Purchasing
and data entry

Agency systems

e Encumbrances are
not recorded in
IBIS.

e Encumbering is a
common govern-
mental accounting
practice to record
budget commit-
ments. However, it
is not a GAAP re-
guirement and
they are not in-

cluded in YE
financial state-
ments.

¢ Need an interface
from ADPICS to
enter encum-
brance into
ARMS. The cur-
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Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

rent schedule of
jobs causes 2 day
delay between
purchasing enter-
ing into system
and when BUC
can pay against it

Provide Goods or
Services

e Shipping docu-

ments or proof of
service

e Vendor

Receive Goods or
Services

e Shipping docu-
ments or proof of
service

Approved shipping
documents or
proof of service

Review of docu-
ments and goods
or services re-
ceived

IBIS online entry of
receipt transaction

For consulting
services/contracts,
can receive online
for hours or $ de-
pending on how it
is set up.

For construction
contracts handled
as manual MR

e Agency User

Manual process
for construction
contracts. There is
an opportunity to
improve this proc-
ess (retainage).

Roads has an in-
house construc-
tion contract
management sys-
tem.

IBIS has the same
for agencies.

IBIS does 2-way
match for services

payments. based on invoice.
Create Invoice Invoice ¢ Vendor
Approve Invoice ¢ Invoice Approved invoice Add coding e Agency User Some invoices are
(ARMS) e Progress and ma- Added coding Distribute to multi- sent directly to AP
terials used for ple charge (IBIS only)

construction pro-
jects

Payment Voucher

Agency prepares
payment voucher

Lines

Some agencies
key into a system,
then print the
vouchers

There is not an
invoice for con-
structions.
Contractors are
paid based on
progress and ma-
terials used as
determined by the
project manager.
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Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

e Central AP has no
clue what invoices
are out there to be
paid (ARMS).
Vendors call Cen-
tral AP.
Decentralization of
the payment proc-
ess causes
problem. There is
no visibility of
what's been done
and what we will
be billed for. This
problem could
take 0.5 FTE per
day to respond.
Vendors may not
want to do busi-
ness with the
county if they
aren'’t getting paid.
In IBIS, invoices
are in central AP.
At least they know
there is an invoice
out there. With
construction there
is no invoice, field
inspector agrees
on quantities with
contractor and
match line items
on contract for
payment.

Process Invoice

Payment Request

Approved shipping
documents or
proof of service

AP Payment
Voucher

Direct pay MR

e To be paid trans-
actions

IBIS

Enter invoice into
IBIS

3-Way match for
most payments

ARMS
Accounts payable

e ARMS Central AP
processes vouch-
ers (prepared by
agencies)

¢ |BIS Central AP
enters invoices

e 1to 5 days if they
do not suspend
(ARMS)

e 1-5days if no er-
rors

o |BIS performs an
electronic 3-way
match when the
invoice is entered

o ARMS requires
performing the 3-
way match manu-
ally

C-47



Process Inputs Outputs Method Performed by Flow Time Gaps/Comments
manual Receipt reviews and e Some vouchers
(IBIS and ARMS) batches

e Data Entry (BUC)
keys

are not ready to
be processed — no
signature, no valid
PO/encumbrance,
new vendor infor-
mation
inadequate, incor-
rect totaling of
multiple invoices,
etc

o Direct payments

e Agency prepares
paper voucher re-
guest forms. Form
goes to central AP
to be batched.
Data entry enters
vouchers into
ARMS. There is
no AP interface. If
agency could en-
ter document into
system with edit
checks, could
save lots of time.

e About 1/3 invoices
are IBIS.

e Would be nice to
have agencies en-
ter or interface
from their sys-
tems, voucher
information di-
rectly into system.
To expand the
current IBIS proc-
ess would be add
much work for
central staff.

Create Payment &
Relieve Encum-

e Approved invoice

e Payment accrual

e Enter voucher into

e Data Entry, AP
synchronizes it,

e Payments with the
same vendor and
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Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

brance

Warrant request

Reduced encum-
brance balance
(ARMS)

Expenditure or
other accounting
impact recorded

Payment registers

ARMS (BUC)

e *Encumbrance
reduction is auto-
matic with the
payment transac-
tions

assigns batch #s
and verifies infor-
mation (ARMS)

« ARMS (BUC)
. IBIS

the same due date
are combined — if
special handling is
needed (such as
adding an insert) it
must be indicated
before payment is
made.

*Encumbrance
reduction occurs if
voucher is coded
to do so (FPSN
coding)

Vouchers suspend
for inaccurate cod-
ing, batch total
errors, encum-
brance problems,
etc

Incorrect vendor
numbers on
Pos/contracts can
add two days to
processing time

Issue: it is very
hard to create
separate pay-
ments. Need to
hold everything
being processed
for that vendor for
one day to get
through (re-assign
due dates). Can't
do this for more
popular vendors.
(ARMS side)

On IBIS side, flag
to issue separate
check.
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Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

Review/certify pay-
ment register and
sign

e Payment registers

Warrants
Warrant register

Warrant issued file
(to Warrant recon-
ciliation)

e System generated

e Account Payable

e |BIS checks are
printed with the
signature and just
need to be certi-
fied before
distribution.

o ARMS warrants
are signed as they
are burst.

Deposit Warrant

e Warrant

Warrant and war-
rants redeemed
file returned form
bank for Warrant
reconciliation sys-
tem

e Deposit at bank

e Vendor

e \We can not accept
electronic invoices
from vendors.
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2. Accounts Payable and Warrant Reconciliation Function

Function Goal:

e  To accurately pay vendors in a timely manner.

e  Ensure proper account coding to successfully post to the GL.

e  Ensure AP information reflected in the GL.

e  Take advantage of discount opportunities.

e  Maximize interest with funds under the county’s control.

e  Administer employee reimbursements.

e  Monitor compliance with payment policies & procedures and state/federal laws
and regulations.

e  For warrant reconciliation, ensure warrants are reconciled with bank and make
appropriate adjustments or corrections.
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Accounts Payable & Warrant Reconciliation High Level Flow

A/
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Accounts Payable & Warrant Reconciliation Current Business Function Flow
(Payments unrelated to Purchasing/Direct Pay)

Process Inputs Outputs Method Performed by Flow Time Gaps/Comments
Create Voucher or Vendor Invoice e Invoice ¢ Sent to agency ¢ Vendor, e There are pay-
Expense Claim Form . . (ARMS, IBIS di- ments in this
(Direct pays only) or property Taxre * Backup if required rect pays) * Employee, process that do

payment request

funds
Jury Payments
Witness Fees

Election worker
and Pole Pay-
ments

County Fair Pay-
ments

Worker's Comp
Payroll Agency

Trust & Agency
payments (water,
sewer, fire, etc.)

P-Card

e Electronic inter-
face file

e Payment request
form

e LPO

¢ Invoice is sent to
agency — every-
thing else is
coming to AP from
the Agency

e Agency Systems

e Agency Personnel

not have an in-
voice. They will
have backup
documentation
(specific forms
filled out).

Approve Invoice /
Voucher

Invoice

Backup (if re-
quired)

Electronic inter-
face file

Payment request
form

Blanket PO’s
LPO

e Approved vouch-
ers

e Batched payment
files from agencies

¢ Review of invoice
amounts and
goods or services
received.

¢ Creating voucher
for authorization

e Agency User

e For agency inter-
faces, warrants
can go out without
paperwork. The
voucher is the au-
thorization to
release payment —
there is a step that
has to be taken to
make the system
release the batch

e There are manual
systems at agen-
cies for tracking
invoices before
the voucher stage.

e Agencies have
varying methods
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Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

of approvals. This
affects the timeli-
ness of the
payment.

e Coding asset

characteristics
holds up payment
(mainly for PO
purchases of fixed
assets that must
post to the FA sys-
tem)

Process voucher

e Voucher
e Invoice or Other

Backup Documen-
tation

e Accounts payable
record

e GL entries

Entry into AP sys-
tem (ARMS or
IBIS)

TC32 transaction

e Accounts Payable

 (ARMS/BUC) Fax

list to treasury for
wire transfers. For
wire transfers in
ARMS, they are
requested of
TREASURY by
AGENCY (AP has
no involvement &
consequently no
record of) Authori-
zations are not
always included.

e Encumbrances are

not reduced (not
visible to AP).

e 1099 process is

circumvented.
Lack of audit trail.
Inability for AP to
oversee.

e Possible to make

wire transfer with-
out recording into
accounting sys-
tem. Error would
come out in bank
reconciliation
process.
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Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

e Wire transfers for
DCH only used in
Mental Health.
Used to make
payments more
quickly to Not- for-
Profits that do not
have a lot of cash
flow. Also used for
PHP (pre paid
health plans) and
for roads, when
settlement that
has a time con-
straint (real estate,
court)

e |BIS process elimi-
nates some of the
gaps —there is a
wire transfer
choice in system.
We could fax over
and forget to put
into IBIS.

Create Payment

e Accounts payable
record

e Warrants
e Warrant Register

e Warrant Issue file

e ARMS or IBIS

e ARMS AP or IBIS

e Manual warrants
(can be more than
direct payments).
The check is cut,
and then the
voucher is entered
into the system.
Can forget to do
this.

e For every manual
check (ARMS),
have to enter into
BUC system and
TRH (Warrant Re-
con System).

e Payments can go
to suspense due
to improper cod-

C-55



Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

ing, batching er-
rors, and vendor
#problems.

e Some Batch edits
can hold up all
vendor warrants
due to 1 error.

Review/certify pay-
ment register and
sign

Warrants

Warrant register

Signed warrants

¢ Review of reports
for errors.

e Warrants are
signed and burst
for mailing.

Accounts Payable

e Problems are rare
but can and do
occur here —incor-
rect warrant dates,
incorrect warrant
numbering, war-
rants out of
balance with input

Deposit Warrant Warrant Warrant Vendor
Deposit Slip
Cash Warrants Warrant Endorsed War- Bank
Deposit Slip rants
. . Warrants re-
2
Direct Deposits* deemed file
Warrants re-
deemed summary
amounts
Accept Warrants for Endorsed War- Cash transfer au- Treasurer e Warrants may be
Payment rants thorization

Warrants re-
deemed file

Warrants re-
deemed summary
amounts

rejected by the
county. (They are
rejected only if
they are not valid
warrants)

e They also may be
held by the bank
for interest pay-
ment.
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Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

e The amount trans-
ferred into the
warrant bank ac-
count is the net of
warrants accepted
by the county.

Reconcile Warrants

Warrants Issued
(AP, Payroll,
School Districts)

Warrants Can-
celled

Warrants re-
deemed

Error reports

Reconciling Re-
ports

Fraudulent War-
rant Notification

e One warrant re-
demption
processes handles
all of the county
warrants except
for IBIS warrants.

¢ |BIS has its own
warrant reconcilia-
tion process

e Accounts payable

e Timing of when we
get copies of
check to us.

e Do not have
checks electroni-
cally, need to look
for document.

e Excludes wire
transfers.

¢ High quantity of
stops, voids, and
duplicates

Produce 1099

Annual Payments
Vendor file

Payroll settlement
payments

W-9

1099 to vendor
File to IRS

e Accounts payable

o Electronic pay-
ments

e Separate from

e Interest payments
should go on
1099-INT but don't
automatically.

e Unable to ID dif-
ferent types of
payments that
would go on vari-
ous 1099's

¢ Not all p-card ven-
dors
create/provide
1099 information.

e Departments may
select the wrong
account causing
incorrect 1099 in-
formation.
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Process

Inputs Outputs Method Performed by Flow Time Gaps/Comments
Cancel/Corrections e Agency gives AP ARMS - TC52 ¢ Create cancella- ¢ AP and Data Entry e This is a time con-
information about Cancellation tion document that

the check

e Bad check (check
returned)

transaction to
cancel original
transaction

(Then issue of
correct warrant
can happen)

goes into AP
(ARMS)

e Cancelin ARMS /
BUC, TRH

e Same on IBIS, but
directly flagged on
system

suming process.
Prepare TC52,
then get original
documents, copy
everything, batch.
Process TC52s
through BUC, pre-
pare WAOs to
process through
TRH, and then
BUC & TRH can-
cels. .Agency may
still have expendi-
ture out there
while all of this
process is occur-
ring. Warrant
cancellation re-
stores
encumbrance if
PO still out there,
to the correct ven-
dor and TC 52
uses appropriate
FPSN coding.
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Other Issues:

e  Year end annual travel report is difficult to produce.

e 1099 process — Unclaimed property reporting - Annual process out of AP — need
to tie information from warrant reconciliation with accounts payable.

e  Another payment process gap...Cannot issue duplicate warrants with same
number. Very large volume.

Need to discuss these topics:

e P-Card
— Do follow-up
— Understand policies and procedures to monitor
— Need strong management enforcement
— Understand benefits and risks

— Understand how to roll out, etc.

° Record of Contract

—  Comments coming

. Year-end

—  Gap is that on ARMS side, a purchase order can exist in one FY and need to
be manually recreated for the next year. Payments are delayed while
accommodating this problem.

° Other GAPS

— Unclaimed Property - Ability to tie outstanding warrants to AP or Payroll to
determine what should be

e Reported as unclaimed property and the accounting impact.

— Ability to produce an annual travel report.

C. Performance Measures

06804r10 Appendix C King County, State of Washington
160704-12.58 Quantifiable Business Case — Appendix C



Purchasing, AP & Warrant Reconciliation Key Performance Measure Examples

Business Func-
tion

Improvement Op-
portunity

Benefit

Measurement Cri-
teria

Comments

Support a single
countywide pro-
curement process
and ensure accu-
rate application of
procurement regu-
lations, policies
and procedures,
and established
standards for con-
tract development,
negotiation and
utilization.

Purchasing

Establish a coun-
tywide, commaodity-
based purchasing
process.

e Leverage the
county's buying
power through
consolidated
purchases.
(Commaodity
teams develop
county-wide
purchasing
standards - e.g.
office supplies,
desktop com-
puters,
photocopiers).

e Reduce number
of individual
contracts nego-
tiated.

¢ Reduce staff
time spent re-
searching
purchasing de-
cisions.

e Reduce vendor
base to lever-
age higher
discounts and
streamline or-
der and
payment proc-
ess.

e Increase quality
of goods and
services.

Expenditures by
commaodity.

Number of con-
tracts issued.

Expenditures by
commodity, ac-
tive vendor
count.

Create vendor
pools for purchase
of recurring goods
and services.

¢ Reduce time
required to se-
lect vendors
and negotiate
contracts.

e Reduce repair
lead time by
having pre-
qualified ven-
dors.

¢ Realize im-
proved services
and reduced

Average vendor
selection time.

Repair lead
time.

% reduction of
cost of goods
due to lever-
aged spending.

% decrease in
transaction
costs as a re-
sult of monthly

summary billing

06804r10 Appendix C
160704-12.58

King County, State of Washington
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Business Func-

Improvement Op-

Measurement Cri-

tion portunity Benefit teria Comments
costs of com- through one
modities and supplier.
services by re- .
ducing they % decrease in
number of ven- warranty man-
dors and agement by
renegotiating using standard
contracts. equipment

which simplifies
warranty, parts,
service, and
asset manage-
ment.

Update the travel
policy.

Eliminate meal
receipts for
travel by using
Federal meal
per diem rather
than actual re-
ceipts for travel
meals.

Time required
preparing and
processing ex-
pense reports.

Provide on-line /

electronic catalogs.

Reduced staff
time spent re-
searching
purchase deci-
sions (catalogs
include with
price compari-
sons, lease vs.
purchase
analysis, and
contracting

guidelines).
Automate manual Reduce flow % savings of
processes related time for pur- total contracts.
to purchase orders. chases.

Reduce staff
effort.

Accounts Payable

Improve payment
processes.

Take advantage
of vendor dis-
counts on
purchase order
payments.

% discount on
% of purchase
order pay-
ments.

Improve county
materials man-
agement by
integrating pur-
chasing, inventory
and financial func-
tions; providing
robust information
on county goods

Purchasing

Increase use of
technology to sup-
port purchasing
history and pur-
chase decision.

Automate func-
tions and
approval proc-
ess through
workflow.

Reduce paper
usage.

Time from reg-
uisition to
purchase order.

Forms printing
costs, paper
costs, storage
costs.

06804r10 Appendix C
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Business Func-

Improvement Op-

Measurement Cri-

replace paper
forms and docu-
ments with
electronic docu-
ments that can be
filed, transferred,
and retrieved effi-
ciently.

Accounts Payable
Financial Reporting

and forms on elec-
tronic media.

forms (ex.
Multi-part),
faxes, printed
reports in favor
of automated
document
tracking, ap-
provals,
queries.

tion portunity Benefit teria Comments
and services; and e Improve data
by streamlining collection and
processes with access to pur-
contemporary tech- chasing
nology information.
Automate manual e Reduce flow % savings of
processes related time for pur- total contracts.
to purchase orders. chases.
¢ Reduce staff
effort.
Establish vendor e Realize im- % reduction of
pools. proved services cost of goods
and reduced due to lever-
costs of com- aged spending.
modities and .
services by re- % decrefase n
ducing the transaction
number of ven- COSts as a re-
dors and sult of monthly
renegotiating summary billing
contracts. through one
supplier.
% decrease in
warranty man-
agement by
using standard
equipment
which simplifies
warranty, parts,
service, and
asset manage-
ment.
Where practical, Purchasing Provide reports ¢ Elimination of % savings of

printing, fax and
forms order
costs.
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I11. Critical Success Factors

e  Objectives for the Quantifiable Business Case.
e  Top three things that have to be addressed for the project to be a success?

° Obstacles and resistance.

06804r10 Appendix C King County, State of Washington
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V. What’s Next?

e  Follow up with individuals to clarify business processes and opportunities.

e Hold a second focus group session to refine/confirm the current business processes, present
proposed business processes, and review high payback processes for additional analysis.

e  Develop costs of current business processes through a survey of agencies
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King County, State of Washington

Quantifiable Business Case

Focus Group 2

|
Focus Group: Purchasing and Accounts Payable
Date: February 26, 2004
Time: 1:30 PM to 4:30 PM
Location: King Street/3D
Agenda
|

I.  Findings From First Session

Il.  Opportunities for Improvement
1. Analysis of Opportunities

IV. Next Steps

06804r10 Appendix C King County, State of Washington
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I. Findings From First Session

A. Purchasing

Purchasing processes and authority vary depending on the type of purchase and the
amount.

Unique purchasing processes create information gaps:

— Roads: Individual purchases are issued an internal tracking number off blanket
PO (draw down). They need to match the purchase to the invoices to know who
purchased the item (work/crew) and to determine project information before
payment by the financial system. This is a manual process. IBIS supports this
process.

— Roads also has a field order process that they use to track purchases of gravel and
other materials for road projects. This process is partially automated and is
integrated with the financial systems. Expenses on receipt. Another example of
an outside process created, similar to an IBIS process.

— IBIS provides a draw down method for a broad range of commodities under a
single purchase order. The process does not provide a method for buyer to know
what was purchased. The information is only available by researching accounts
payable records to see what was bought and the quantity.

—  Contracts and execution of contracts don’t always lead to creation of purchase
orders in IBIS. Contract information may not have been set up in IBIS.

There are some agency systems that trigger purchase orders. These are primarily
related to the IBIS procurement process and include maintenance management
systems MP3, Mainsaver, and M4.

Some departments are authorized to purchase without going through PSD. These
primarily include specialized commodities such as chemicals for wastewater
treatment.

There are two significantly different purchasing process related to the systems that
support the process.

— The ADPICS system supports the procurement process for non-1BIS agencies.
The system is fully centralized. Some agencies have view only rights. Could give
them access.
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— IBIS allows the agencies to enter requisitions online to start the procurement
process. It also provides electronic approval routing and online queries as to
status of purchases.

There are two significantly different accounting processes related to the systems that
support the purchasing process.

— ADPICS is not integrated with the financial system (ARMS). These purchases
orders are manually entered into ARMS to record the encumbrance.

— IBIS is an integrated process. However, encumbrances are not recorded in 1BIS.
Encumbering is a common governmental accounting practice to record budget
commitments. However, it is not a GAAP requirement and they are not included
in year-end financial statements.

There are two significantly different receiving processes related to the systems that
support the purchasing process. Both processes use a three-way match (purchase order
to receipt of goods to invoice) to initiate the payment process.

—  The ADPICS/ARMS process is manual. ADPICS has the ability to perform a 3-
way match but it is not used. It is not integrated with the financial system
(ARMS).

— IBIS is an integrated process. Receipt of goods is entered into IBIS by the
receiving agency. When the invoice is entered (centrally), the system performs
the 3-way match. IBIS does 2-way match for services based on invoice.

B. Accounts Payable

There are inconsistent processes for processing invoices. Some vendors are instructed
to send invoices to the department purchasing the goods or services (ARMS) while
others send the invoice to central accounts payable for processing (IBIS).

Retention of invoice documents is inconsistent. Departments that use the decentralized
invoice process keep the original invoice or a copy and forward the invoice to central
AP, who also files a copy.

Not all purchases have an invoice but have other forms of backup documentation
(employee expense form, contractor payments).

—  Contractors are paid based on progress and materials used as determined by the
project manager.

— Some agencies, including Roads have in-house construction contract
management systems. These systems produce the payment voucher that must
then be keyed into the payment system.
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e Central accounts payable has no visibility of invoices are in the agencies awaiting
payment (ARMS). Vendors call Central AP for information.

e The ARMS payment process is labor intensive. Agency prepares paper voucher
request forms. Form goes to central AP to be batched. Data entry enters vouchers into
ARMS. There is no AP interface. If agency could enter document into the system with
edit checks, it could save lots of time.

e  Some agencies have systems to prepare the payment voucher that are then interfaced
for payment. These include:

—  Property Tax refunds

— Jury Payments

—  Witness Fees

—  Election worker and Pole Payments
—  County Fair Payments

—  Worker’s Comp

—  Payroll Agency payments

— P-Card

— Vet payment

—  Guardian Ad Litem (GAL)

e  Payments with the same vendor and the same due date are combined — if special
handling is needed (such as adding an insert) it must be indicated before payment is
made. It is very hard to create separate payments. AP usually needs to hold all other
payments for that vendor for one day to get through (re-assign due dates). Cannot do

this for vendors with a high volume of payments. (ARMS side). On IBIS provides a
flag to issue separate a separate warrant.

e The county does not have the ability to accept electronic invoices for the vendors.
(Telephone charges sent to ITS in detail for distribution of charges but the invoice is
paid at the summary paper level).

e Invoice approval processes within the agencies can impact the timeliness of the
payment.

e The need to code asset characteristics for purchased assets that must be posted to the
fixed assets system can delay the payment.

e  Wire transfers allow for exact timing of payments. The process is limited to certain
types of payments (Heavily used by DCH Mental Health to pay providers. They are
also used for pre-paid health care plans, and for payments with a time constraint such
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as real estate, court ordered payments). The system processes to not support this
payment method well:

—  Encumbrances are not liquidated.
— 1099 information is not recorded.
— Thereis a lack of audit trail.

— Accounts payable does not have adequate oversight. (understatement on ARMS
side!)

—  There may be timing differences between the cash transfer and recording the
event in the financial system. This adds to the cash reconciliation effort.

IBIS process has a method to identify wire transfers but the voucher process and the
payment process are still independent.

Manual and warrant cancellation warrants require significant manuals processing and
reconciliation.

P-cards are in the test stage with one agency. Recording the charges to the correct
account and project requires significant effort. Also, the 1099 process requires
reporting the purchase to the vendor from whom the item was purchased. The P-card
information does not always include this level of detail.

C. Warrant Reconciliation

Warrant reconciliation is processed by the Accounts Payable group although it
encompasses warrants for accounts payable, both payroll systems, and school districts

There are two warrant reconciliation processes. IBIS warrant reconciliation is
processed through an IBIS process.

Unclaimed property reporting requires a tie between warrant information and the
original accounts payable information.

Duplicate warrants must be issued with the original warrant number. However,
preprinted forms have unique MICR number. Warrant number does not match MICR
number. BUC will not reissue same warrant number. Use side system to reissue. This
requires additional work. There is a large volume of duplicate warrants issued.
Manual.
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I1. Opportunities for Improvement

A. Purchasing Improvements
e Consolidate data and eliminate redundant processes by moving to a single financial
system.
e  Distribute data entry (with on-line edits).
e  Automate approval process (workflow).
e  Establish a countywide, commodity-based purchasing process.
e  Create vendor pools for purchase of recurring goods and services.
e  Provide on-line / electronic catalogs.
e Increase the use of P-cards.
e Increase use of technology to support purchasing history and purchase decision
e  Provide reports and forms on electronic media.

e  Automate manual processes related to purchase orders.

B. Accounts Payable Improvements

e  Establish a countywide process for receiving, vouchering, and processing invoices.
— Use central invoice process similar to IBIS.

—  Use decentralized invoice process similar to ARMS.

e  Distribute data entry (with on-line edits).

e  Automate approval process (workflow).

e  Provide direct deposit (ACH) payment processes to reduce/eliminate wire transfers.
e Resolve accounting and reporting issues related to p-cards purchases.

e Implement document imaging for invoices.
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C. Warrant Reconciliation Improvements

e  Align the warrant reconciliation functions with the cash management functions.

e Integrate warrant and source data to provide more reporting capabilities.
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I11. Analysis of Opportunities

A. Analysis of Proposed Purchasing Changes
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Implementa- Organiza-
tion tional Legal & Pol-
Improvement Performance Organiza- Role of tech- Considera- Obstacles & icy
Opportunity Benefit Measures tional Impact nology tions Constraints Constraints Risks Comments
Single Finan- | e Single e Reduction e Training e Single fi- o Level of e Resources | e Union Im- Huge e Encum-
cial System, source for of support nancial detail and time to pact change brances
Common purchasing costs / ef- * Change system implement . o recorded
business information fort? manage- - ) * Combining Ability of in ARMS
processes ’ ment o Critical, ¢ Inferfacing vendors resources but not in
[ ] L] . . -
Common | Redueed |« piviouea | 20802 e | ewse | o | g
. work, re- account-
processes time quires skill meet e Threshold able Making
e Only1 e Reduced set to han- needs for change wrong de-
system to time in dle ¢ Role of « Union im- cisions or
support combined technology pact assump-
« Re-focus reporting increases tions
resources Fix may not
« Common improve
okill set, processes
nomencla-
tures
Distribute ¢ Reduces e Turn- e Longer/ e Need e Source e Cultural e Approvals Need to
data entry paperwork around broader county- systems changes (elec- maintain
(Wi_th on-line « More timely time im- communi- wide data like main- « Union tronic?) internal
edits) data entry provement cation path entry sys- tenance ) controls
Eiiminat s e Must re- ]Eemt(we(? mgrtnt, in- . Sfegatr_altlon
¢ Eliminates ; ront end or ventory, of duties,
delays e Accuracy of th|n|_< op- integrated have y internal
caused by data erations system) automatic controls
overnight o Shift work feed. Gate-
edit errors from data way of
(errors entry group integration
would be standards
reported
on-line,
real-time)
o Visibility of
data (real
time)

e Data entry
steps re-
duced
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Improvement
Opportunity

Benefit

Performance
Measures

Organiza-
tional Impact

Role of tech-
nology

Implementa-
tion
Considera-
tions

Organiza-
tional
Obstacles &
Constraints

Legal & Pol-
icy
Constraints

Risks

Comments

Elimination
of duplicate
data entry

Automate
approval
process
(workflow)

Eliminates
delays
caused by
manual
paper rout-
ing

Better visi-
bility and
audit trails
of approv-
als

Improves
internal
controls

e Reduced
delivery
costs

e Improved
tracking of
process
time.

e More com-
puter skills
needed

¢ Need ap-
proval
authorities
online

e Need work-
flow
software

e Needto

maintain
approval
hierar-
chies, must
accommo-
date
backup.

e Electronic

doc must
have suffi-
cient
information

e Labor un-
ions,
change to
job de-
scriptions

e State audi-
tors have
approved.

o Need flexi-
ble
approval
paths

e Complex to
develop
and main-
tain

Establish a
countywide,
commodity-
based pur-
chasing
process

Leverage
the county's
buying
power
through
consoli-
dated
purchases.
(Commaodity
teams de-
velop
county-wide
purchasing
standards -
e.g. office
supplies,
desktop
computers,
photocopi-
ers.

e Reduction
of ARMS,
IBIS gaps

e Single sys-
tem will
help im-
plement

e n/a

e n/a

e Minimal
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Improvement
Opportunity

Benefit

Performance
Measures

Organiza-
tional Impact

Role of tech-
nology

Implementa-
tion
Considera-
tions

Organiza-
tional
Obstacles &
Constraints

Legal & Pol-
icy
Constraints

Risks

Comments

e Reduce
number of
individual
contracts
negotiated.

e Reduce
staff time
spent re-
searching
purchasing
decisions.

e Reduce
vendor
base to
leverage
higher dis-
counts and
streamline
order and
payment
process.

e Increase
quality of
goods and
services.

e Consistent
pricing

Create vendor
pools for pur-
chase of
recurring
goods and
services.

e Reduce
time re-
quired to
select ven-
dors and
negotiate
contracts.

e Reduce
repair lead
time by

e Elimination
of duplicate
processes
to maintain
vendor in-
formation

e Help iden-
tify
appropriate
vendor

¢ Single ven-
dor
database

¢ Mandated
legal proc-
ess needs
to be es-
tablished

o Competi-
tive bidding
contracts

e Are doing
now to
the extent
that the
law al-
lows.
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Improvement
Opportunity

Benefit

Performance
Measures

Organiza-
tional Impact

Role of tech-
nology

Implementa-
tion
Considera-
tions

Organiza-
tional
Obstacles &
Constraints

Legal & Pol-
icy
Constraints

Risks

Comments

having pre-
qualified
vendors.

e Realize
improved
services
and re-
duced
costs of
commodi-
ties and
services by
reducing
the number
of vendors
and rene-
gotiating
contracts.

Provide on-
line / elec-
tronic
catalogs

e Reduced
staff time
spent re-
searching
purchase
decisions
(catalogs
include
with price
compatri-
sons, lease
VS. pur-
chase
analysis,
and con-
tracting
guidelines).

e May realize
better pric-
ing

e Reduced

time to pur-
chase/orde
r

e Purchase

savings

e Discounts

realized

¢ Training

¢ Additional
oversight

e Process
definition

e Yes

e Avoid in-
creased
shipping
costs with
small or-
ders

* Need cor-
rect project
coding

e Vendor

negotia-
tions

e Size of

catalogs

e Could limit

vendors
that could
bid

e Ensure
technology
not abused
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Implementa- Organiza-
tion tional Legal & Pol-
Improvement Performance Organiza- Role of tech- Considera- Obstacles & icy
Opportunity Benefit Measures tional Impact nology tions Constraints Constraints Risks Comments
Accuracy of
pricing,
product
descrip-
tions, etc.
Integration
with ac-
counting
Dealing
with con-
tracted
vendors
Increase the Reduces e Similar to e Shifts pur- e Need p- e Must e Complexto | e n/a
use of P- procure- e-catalog chasing Card ven- charge to design and
cards. ment work load dor/softwar correct ac- maintain
e Improves -
process for payment e set- up. counting controls
;g;l!sler process e Need a codes
: . central sys- | e Secondary
Provides * Realize tem to system
discounts Y .
an ap- support managing
proved accounting
method for « Ability to
9 capture
emergency vendor
needs. 1099 in-
For some, formation
gi]g;? effi- e Use for
areas / pur-
process chases
versus
LPO where ef-

fective
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Implementa- Organiza-
tion tional Legal & Pol-
Improvement Performance Organiza- Role of tech- Considera- Obstacles & icy
Opportunity Benefit Measures tional Impact nology tions Constraints Constraints Risks Comments
Increase use Automate e Lesstime e Training e Datare- e Data con-
of technology functions to create pository versions
to support and ap- reports * Trans- : and access .
purchasing proval . fer/expansi tools, could | * Decide
historv and o More in- on of tech- b ' f Wh_lch data
Y process formation nical be part o to include
purchase through available to support integrated
decision workflow. use in de- system so- | e Data purge
Reduce cision lution rules
paper us- making e Security
age. process
Improve e Increase in
data collec- discounts
tion and offered and
access to utilized
purchasing
informa-
tion.
Facilitates
compliance
reporting
Look at
purchasing
trends, his-
tory,
community
usage, etc.
Track ven-
dor
perform-
ance
Identify
exceptions
to purchas-
ing rules

(ex. LPO)
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Implementa- Organiza-
tion tional Legal & Pol-
Improvement Performance Organiza- Role of tech- Considera- Obstacles & icy
Opportunity Benefit Measures tional Impact nology tions Constraints Constraints Risks Comments
Automate Eliminate e Reduction e Reduced e Requires e Process e Welcomed o Make pay- e [BIS
manual proc- year end of duplicate department moving off change change ments in would be
esses related roll over entry and central of ARMS, o Related 30 days nice to
to purchase process effort to ID problem budget per the law have mul-
orders Keeps purchase not with carry over t!ple flex
PO's avail- orders IBIS fields for
PO (in
able for case the
payment in :
the new Cﬁdmg
changes
year for PO)
Improve
vendor re-
lationships
Saves in-
terest costs
Provide elec- Eliminate e Reduced e Training o Infrastruc- e Consider e With im-
tronic access re-keying effort to « Consider ture needs user needs proper
to reports and of data generate needs of to support for report- tools and
report data Reduce reports user at be- demand ing training,
central e Reduced ginning e Adhocand | e Minimize Inaccurate
printing program- standard system li- reports for
costs ming costs reports or censes to purpose
Fewer (depends reporting _do report-
on solu- templates ing (web
standard tion) enabled)
reports e Central
(agencies reports to e Conversion
could filter validate of existing
and sort to user gen- reports for
meet their erated new plat-
needs) reports form
Better e Version
tracking of control
purchasing

data
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Implementa- Organiza-
Improve- tion tional Legal & Pol-
ment Performance Organiza- Role of Considera- Obstacles & icy
Opportunity Benefit Measures tional Impact technology tions Constraints Constraints Risks Comments
Establish
county wide
payment
processes
Use central Central e Gives staff- | e Requires e Should not e Needsto
invoice proc- data entry, ing department implement be some
ess. better con- flexibility visibility of various input from
trol that and payments pay sights agencies
S T i
S st?am * Requires department vendor repared
y larger cen- to correct side) Eenlirall
Better visi- tral staff coding Y-
\?vl::ta){t asto e Limits train-
needs to ing needs
be paid,
coordinate
payments
Single
point of
contact for
vendor
Better ven-
dor pay
sight man-
agement
Better
manage
software
version
changes
Use decen- Create e Need au- e Do coding e Bills not
tralized voucher thorization correc- paid, don't
invoice proc- requests o tions, know
ess benefit * Training security set where it's
up atin

agency
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Improve-
ment
Opportunity

Benefit

Performance
Measures

Organiza-
tional Impact

Role of
technology

Implementa-
tion
Considera-
tions

Organiza-
tional
Obstacles &
Constraints

Legal & Pol-
icy
Constraints

Risks

Comments

o Facilitate
coding
changes

e Each
agency
can de-
velop
relation-
ship with
vendor

e Agency
has tighter
controls on
vendor
payment
based on
vendor
perform-
ance

e Facilitates
non-PO
payments

e Gathering
information
close to
the source

o Visibility to
bad in-
voices by
those that
might know
they are
bad

e Does not
require
large cen-
tral staff

o Pay lower
amount if
there is a
difference
between
PO and in-
voice

Provide elec-
tronic access
to reports and
report data

e Eliminate
re-keying
of data
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Improve-
ment
Opportunity

Benefit

Performance
Measures

Organiza-
tional Impact

Role of
technology

Implementa-
tion
Considera-
tions

Organiza-
tional
Obstacles &
Constraints

Legal & Pol-
icy
Constraints

Risks

Comments

Reduce
central
printing
costs

Fewer
standard
reports
(agencies
could filter
and sort to
meet their
needs)

Distribute
data entry
(with on-line
edits)

Reduces
paperwork

More timely
data entry

Eliminates
delays
caused by
overnight
edit errors
(errors
would be
reported
on-line,
real-time)

Automate
approval
process
(workflow)

Eliminates
delays
caused by
manual
paper rout-

ing
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Improve-
ment
Opportunity

Benefit

Performance
Measures

Organiza-
tional Impact

Role of
technology

Implementa-
tion
Considera-
tions

Organiza-
tional
Obstacles &
Constraints

Legal & Pol-
icy
Constraints

Risks

Comments

Could fa-
cilitate
central
versus de-
central
process

Advantage
to support
travel and
expense
claim re-
imburseme
nt authori-
zations

Provide direct
deposit
(ACH) for
vendor pay-
ments.

Reduces
reliance on
wire trans-
fers.

Improves

vendor re-
porting of
payments.

Allows
payments
to be times
to maxi-
mize
discounts.

ACH
cheaper
than wire
transfer or
warrant

e ACH Can't
be initiated
until con-
tractin
place!

e Lose value
of warrant

e Add a day
to process
time ver-
sus wire
transfer

e Lose inter-
est on float
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Improve-
ment
Opportunity

Benefit

Performance
Measures

Organiza-
tional Impact

Role of
technology

Implementa-
tion
Considera-
tions

Organiza-
tional
Obstacles &
Constraints

Legal & Pol-
icy
Constraints

Risks

Comments

Resolve ac-
counting and
reporting
issues related
to P-cards.

Supports
production
of 1099.

Provides
accurate
accounting
informa-
tion.

Provides
commaodity
tracking
and usage
informa-
tion.

Strength-
ens
controls for
use of
cards.

Implement
Document
Imaging sys-
tem

Improved
access to
source
documents

Consistent
record re-
tention
policy

C-85



C-86

C. Analysis of Proposed Warrant reconciliation Changes

06804r10 Appendix C King County, State of Washington
160704-12.58 Quantifiable Business Case — Appendix C



Implementa- Organiza-
tion tional Legal & Pol-
Improvement Performance Organiza- Role of tech- Considera- Obstacles & icy
Opportunity Benefit Measures tional Impact nology tions Constraints Constraints Risks Comments
Align the war-
rant
reconciliation
functions with
the cash man-
agement
functions.
Integrate e Provide
warrant and information
source data to for un-
provide more claimed
reporting property
capabilities. reporting.
e Provides

controls

over can-

cellations

and reis-

sues.
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King County, State of Washington

Quantifiable Business Case

Focus Group 1

Focus Group: Capital Asset Management

Date: February 11, 2004

Time: 1:00 PM to 4:30 PM

Location: Key Tower Olympic Conference Room

Agenda

l. Introduction

Il. Review Business Processes
1. Performance Measures
IVV. Project Success Factors

V. Next Steps

06804r10 Appendix C King County, State of Washington
160704-12.58 Quantifiable Business Case: Focus Group Template 1



C-90

I. Introduction

A. Quantifiable Business Case Project

The Quantifiable Business Case project will review King County’s current business
operations model focusing on the Human Resources, Payroll, Financials and Budget
business areas. A business operations model includes organizational structure, business
processes, work flow and associated costs. The results of the review will be analyzed with
an eye toward determining opportunities to increase business process efficiencies and
effectiveness, and a business case will be constructed for an improved business operations
model based on cost, benefit and risk.

B. Focus Group Session Approach

Attendees of the focus group session will be subject matter experts selected by the county
for their knowledge and experience in the business function or functions to be addressed.
Session activities will include validation and refinement of the high-level business process
diagrams/charts and performance measures included in this document, as well as discussion
of business function and overall project success factors.

C. Business Function Focus

The Human Resources business function to be reviewed during this focus group session is
Capital Asset Management. The Capital Asset Management function is responsible for an
organization’s capital assets, to support financial reporting, including depreciation, as well
as custodial reporting.. Capital assets include land, buildings, furniture, machinery, vehicles
and infrastructure. Other physical property identified as “controllable” is also tracked for
custodial reporting.

Fixed asset management can be a part of the materials management process, which also
includes procurement, inventories, and maintenance activities.

06804r10 Appendix C King County, State of Washington
160704-12.58 Quantifiable Business Case: Focus Group Template 1
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1. Business Process Review

Terminology
e  Business Function. Refers to a high level grouping of business processes designed to
meet a specific business objective.

° Business Process. A discrete set of activities within a business function.

A. Validation and Refinement of Current Business Processes

The following pages contain work flow diagrams for the business function(s) being
addressed by this focus group session. Depending upon the complexity of the business
function, a single diagram may be presented with each component indicating a business
process, or multiple diagrams may be presented with each indicating a business process and
each diagram component indicating a sub-process. The diagrams are followed by charts
which provide detail about the processes displayed in the diagram or diagrams.

Both the diagrams and charts are at a high-level of detail. It is not within the scope of this
project to document the county’s current business functions/processes at a fine level of detail.

The focus group session will review the diagram(s) and charts to validate and refine the
high-level business function/processes to ensure that an accurate model of the current
business function(s) is depicted. As well, opportunities for improvement will be developed
and documented. Attendees are encouraged to review the diagrams/charts prior to attending
the session.

B. Confirmation of Current Business Processes
Capital Asset Management Function Goal:
The objectives of the Capital Asset Management Function include:
- Provide 100% accountability for County owned assets

- Report asset costs accurately, in a timely manner

06804r10 Appendix C King County, State of Washington
160704-12.58 Quantifiable Business Case: Focus Group Template 1
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Reconcile asset balances to financial totals in the General Ledger
Provide user-friendly access to asset information

Record non-financial asset information such as serial number, model number, vehicle
identification number (VIN), and parcel number.

06804r10 Appendix C King County, State of Washington
160704-12.58 Quantifiable Business Case: Focus Group Template 1



Business Function: Capital Asset Management

ARMS Purchased Fixed Assets High Level Flow

KC ARMS Purchased Fixed Assets - High Level Flow

\—New Asset Record—?

depreciation and disposal journal entries

Generate
Py Generate Adjustments
[S]
c Complete Complete Transfer & Conduct based on
) Additional . o Physical » .
> New Asset Asset Disposition Invento Physical
< Info on AP Record Forms ry Inventory
Voucher
Data A
o Establish & Initiate
= Maintain Asset monthly
c Records & GL
8 Accounting New asset interface
o Rules “turnaround process
2 document
: NI ) m
O > -
) = Request Distribute
s} 8_ Enter Physical Physical Enter
D.‘ o) Updates Inventory Inventory Updates
o E Reports Reports
(]
LL
A A 4
()]
£ BUC IVIS Fixed IVIS Fixed IVIS Fixed IVIS Fixed IVIS Fixed
Q IVIS Fixed Assets —» Accounts » ARMS GL ARMS GL —
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Business Function: Capital Asset Management

IBIS Purchased Fixed Assets High Level Flow

King County IBIS Purchased Fixed Assets - High Level Flow

Generate
Adjustments

]

I

£

]

Py Complete Generate \ Conduct
c New Asset Transfer & Physical based on
% Update Disposition e Y e Physical
Inventory
< Form Forms Inventory
Reconcile
Asset
A Additions
o Establish & Create to Asset
= Maintain Asset Fixed Expenses Initiate monthly
c Records & Asset y A GL Interface
> Accounting System process
3 Rules Record Enter
Q Updates
<
\
= I 7 7]
c
8 é Request Distribute
s} 8_ Enter Physical Physical Enter
D.‘ o) Updates Inventory Inventory Updates
o E Reports Reports
(]
LL

Systems

v

A

IVIS Fixed Assets

IVIS Fixed Assets

IBIS Financials

IVIS Fixed Assets

IVIS Fixed Assets

IVIS Fixed Assets

T—depreciation and disposal journal entriesJ

4

IVIS Fixed Assets

C-94



Business Function: Capital Asset Management

Constructed Assets High Level Flow

DRAFT
KC Constructed Assets - High Level Flow
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=
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Business Function: Capital Asset Management

Capital Asset Management Current Business Function Flow

Flow
Process Inputs Outputs Method Performed by Time Gaps/Comments
Maintain Asset e Organization e Updated Online in IVIS e Central 1-2 e Challenge to keep in sync with
record structures Accounting Asset system Finance days ARMS or IBIS.
and accounting Structure accounting «  On reorganizations, need to
rules changes rules remember to go back into IVIS
e Purchase of e Updated and do mass change.
new type of Asset system e IVIS uses ARMS index
asset or classification

request for
more detailed
asset category

Request for
additional data
element values

Request other
asset structure
changes

structure

New asset
system data
element
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Flow
Process Inputs Outputs Method Performed by Time Gaps/Comments
Enter new Asset e Asset e Newor Automated e Agencies Overnight | ¢ Interface with AP can slow
into Asset System Information updated interface from (paper for AP down AP to process payment
«  Accounting asset record AP to Fixed documents and 2 voucher. (If don't have asset
. Assets (ARMS AP vouchers) | days for information required on AP,
Information . i
Purchased ) manual edits on AP side, ARMS only)
e  Purchasing ¢ C_entral entry (1 .
Information Paper Finance and day lag e IBIS —no IVIS interface, all
“turnaround” Fleet manual input of new asset
documents Administration Rtla;‘ore information. Wait for forms to
entered (manual entry enter into system. Need to
manually into into asset Egcsc:?c)islf reconcile on quarterly basis.
asset system system) error out Common issue. ARMS can
(ARMS in AP capture more purchasing
Purchased) information.
then
need to e There are no interfaces with
Paper new fix. agency asset system (such as
Asset Faster, M3, Maximo). Asset
documents information is entered twice for
entered these agencies
manually into e  ARMS captures more asset
asset system information than IBIS. AP
(IBIS requires commodity number,

Purchased and
all constructed)

tag number
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Flow
Process Inputs Outputs Method Performed by Time Gaps/Comments
Enter transfers and | ¢  Asset e Assetrecord | Paper Asset e Agencies e AP interface from ARMS to
dispositions information status disposition (paper IVIS. OK Get error report.
e Disposition ggodated dto :ﬂ;:;r:gnts documents) ¢ No interface between fleet
information Spose . e Central systems (FASTER) and asset
. manually into :
e Accounting Finance and management system. Need to
. asset system ;
Transaction Fleet enter asset twice. Same for
to reflect Administration Waste Water and Transit
reduction in (manual entry (MP3).
GL |ntot asset e Dispositions — Trade-ins not
system always reflected on AP
transactions. Trade-in amount
may just be subtracted from
new asset amount. It should
be treated as a disposition.

e Not sure how to handle service
fees on disposition of assets
(ex. Land sales)

e  Sell equipment, post bid
amount, other costs
associated we deduct from bid
amount.

Generate and e Accounting e Deprecation Automated e Central Overnight | «  Currently use straight line

Process _monthly rules transactions systgm process Finance batch depreciation but IBVS has

deprecation e Schedule for _ feedlng custom process several depreciation options
processing interface

by GL
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Flow
Process Inputs Outputs Method Performed by Time Gaps/Comments
Conduct Physical e AssetSystem | e Updated Physical e Agency Give e  Takes forever! Manual
Inventory Listings Asset observation/veri conducts agencies process. Lots of outside
«  Agency Records fication of asset physical 2 months !ocation_s. No tagging
physical asset | s  Report of lost | Paper Asset inventory and _to do !nstructlons or practices. Done
verification assets update prepares inventory, in October.
documents asset update | then 2 e Have had bar codes for 10
manually documents g})c:jnc':hs years but no readers.
entered intothe | ¢  Fleet enters -
fixed asset updates into lipdatetf], * Auditissues
system asset system fopwon e Sometimes can't get
. information to Council,
agencies because not enough time to
to . collect inventory
resubmit
andthen | ® Would like agencies to do
1 month updates
to e Duplicate record keeping.
prépare Inventory report does not have
final. serial numbers and other
Total = 6 information.
months
3 FTEs
to handle
process
(not full
time) and
agencies

resources
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Process

Inputs

Method

Performed by

Flow
Time

Gaps/Comments

Increase Work in
Process asset in
the amount capital
project
expenditures

e Capital Project
Costs

e Labor and
benefit costs

Outputs

e Increasein
Work in
Process
Asset in GL

Monthly Mass
allocation (IBIS)

Manual process
in IBIS, not all
projects result
in capital asset
at end of year
move out of
capital assets

Manual analysis
and Journal
entries (ARMS)

e Finance

e Would be nice to identify as
preservation

o Difficult to go through projects
to determine which are capital
projects or not (manual
process) We have a lot of
projects in CIP funds that do
not result in capital asset.
Maintenance, lease payments,
cancelled projects, etc.

e Capitalization threshold —
personal property $1000, real
property $1000, infrastructure
based on a schedule. Do track
things under $1000 for
custodial purposes (non-
capitalized assets) like
cameras, etc.

e Manual entry of donated,
confiscated, converted assets.

e Issue how to value some
assets.

e Non-capitalized assets are
also tracked in IVIS (under a
separate company)
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Process

Inputs

Outputs

Method

Performed by

Flow
Time

Gaps/Comments

Reclassify
completed assets

Work In
Process and
capital project

e Reclassified
Asset on GL

Manual Journal
Entries

Determination
of completed
projects done

(see above notes)
Want the ability to record

records e Assetrecord Paper new by Einance in actiyity as preservation or
on Asset asset form y : capitalized. ARMS assumes all
system cqoperatlon should be capitalized.
W'th agency Currently need to manually
project review asset by asset
managers and
finance staff e There are some maintenance
e Joumnal items in capital projects
entries and
updates to
fixed asset
system done
by Finance
Generate Fixed e Report e  Printed System e Agency e Would like to have statistics
Asset Reports Request Report generated request report reports (data entry by user,
standard e Finance and volume, .types of data} entry —
reports Fleet reassigning owngr_shlp, etc.)
schedule Fixed assets activity reports.
regular e Would like downloadable,
periodic electronic reports.
;i%%ﬁfezr o Th.e're are fixed asset report
special writing tools. Not readily used,
not easy to use. Produces
request batch reports.
reports
requests in e Have adhoc report writer
system “View” which is a resource

hog, not easy to use.

External reporting — CAFR —
Roads infrastructure assets
are tracked by Roads

GASB 42 (impairment of fixed
assets) will require reporting
asset impairment information
with the 2005 CAFR,
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Flow
Process Inputs Outputs Method Performed by Time Gaps/Comments
Reconcile Asset e VIS Fixed e Reconciled Manual Done e Land purchases are not fully
Balances to Assets Balances quarterly interfaces from ARMS to VIS
General Ledger Amounts (mostly purchased through
e ARMS/IBIS wire transfers)

Fixed Assets
Amounts

e For equipment, coding errors
add research time (IBIS)




C. Performance Measures

Capital Asset Management Key Performance Measure Examples

The improvement opportunities and measurement criteria listed below are for discussion only. These items represent examples of
best practices and performance measures used in the private and public sector. This list does not reflect recommendations for King
County. A King County version of this spreadsheet will be developed as part of the Quantifiable business case project.

Business Func-
tion

Improvement Opportu-
nity

Benefit

Measurement Criteria

Comments

e Capital Asset
Management

Update Fixed Assets GL
balance each month

Reduces complexity of
year end reconciliation

e Time spent reconcil-
ing fixed asset
balance

Doing for personal property. Land purchases
reconciliation, don’t get wire payment inter-
face (no AP) shows up at year-end. Find
out about wires from accounting records.
Spend time fixing GL reference in IVIS will
cause errors in GL posting

e  Capital Asset
Management

Link Asset management
system with Accounts
Payable

Reduce change of capital
purchases not being re-
corded

e  Number of purchased
asset records manu-
ally created

True for ARMS, but not for IBIS. Looking at
Oracle asset module, since integrated with
Oracle Financials.




Business Func-
tion

Improvement Opportu-
nity

Benefit

Measurement Criteria

Comments

e Capital As-
set
Management

Set threshold (e.g.
$5.000) for asset capitali-
zation. Allow department
control of non-capitalized
assets.

Centralized tracking of
capital assets. Depart-
ment control of non-
capitalized assets

e  Number of capital
asset records

Grant assets must record at least at $5000

In personal property, exceptions that we have
carried over the years, might want to revisit
these. Ex. We track radios, but we don't in-
ventory cell phones. Is this an agency
issue?

To change threshold levels, would require a
code change through Council.

If raise threshold, may be difficult to get agen-
cies to track lower level items if requested
by Council. Must have system force track-
ing.

Concern about losing visibly to PC costs.

Required to capitalize and track weapons
(guns) and rolling stock

e All Financial
Business
Functions

Provide reports and forms
on electronic media.

Elimination of forms (ex.
Multi-part), faxes, printed
reports in favor of auto-
mated document tracking,
approvals, queries.

e 9% savings of printing,
fax and forms order
costs.
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Critical Success Factors

In an open discussion, focus group attendees will be requested to respond to the questions
included below. Attendees are encouraged to determine their perceptions prior to the session.

e  What are the top three things that must be addressed for the Quantifiable Business Case
project to be a success? What are the obstacles to successfully achieving these goals?

—  Capture grant reporting criteria. (Duplicate entry of grant information)

e  What are the top three opportunities for improvement in the Capital Asset Management
business function? What are the obstacles to successfully achieving these objectives?

— Automated integrated of fixed asset and accounts payable
— Agency updates with appropriate controls

— Maintenance tracking (personal property) in central fixed asset system, so can use
information for planning purposes. Maybe interface with agency maintenance
management systems.

—  Are there best practices for general capital asset management business processes? (EX.
GASB34)

— Asset impairment reporting (GASB42)
—  Lease versus buy decision support information is needed

— Integration with agency maintenance systems may be desirable (to eliminate duplicate
data entry)

06804r10 Appendix C King County, State of Washington
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What’s Next?

e  Follow-up with specific individuals to clarify current business processes and opportunities,
as necessary.

e  Conduct a second focus group session to review updates to the current business processes
resulting from feedback from the first focus group session and confirm the issues, gaps and
constraints identified, review proposed business process improvements, and discuss identi-
fied high-payback business processes.

Develop costs of current business processes through

06804r10 Appendix C King County, State of Washington
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King County, State of Washington

Quantifiable Business Case

Focus Group 2 - Template

Focus Group: Capital Asset Management

Date: February 26, 2004

Time: 9:00 AM to 12:00 PM

Location: Key Tower Olympic Conference Room

Agenda

I. Review of Findings from the first Focus Group session
. Present Opportunities for Improvement
1. Analyze Opportunities for Improvement

IV. Next Steps

06804r10 Appendix C King County, State of Washington
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|. Findings from Focus Group 1

e  The county’s fixed asset system, IVIS, meets most of the county’s current needs.

e The county’s current asset capitalization threshold is $1,000. There are some assets
(weapons, cell phones, computers, etc) that are capitalized irrespective of the purchase
price. Some of the capitalization requirements are written into the King County code.
All assets, except Road Services Division (Roads) infrastructure assets, are recorded in
the 1VIS system. Roads maintains a separate database of infrastructure assets.

e  Some non-capitalized assets are maintained in IVIS under a separate company.
e  Grant assets are recorded twice in IVIS.

e There is no integration between IVIS and the IBIS system. Assets purchased through
IBIS Accounts Payable are manually entered into IBIS from paper forms. IBIS does
not capture the information needed to create an asset record.

e  Assets purchased through ARMS are sent to VIS via an interface. ARMS accounts
payable requires asset information prior to making payments, this can delay vendor
payments. Land purchases are not fully integrated between ARMS and IVIS because
they are usually paid via a wire transfer (wire transfers are not recorded in ARMS).

e There are no interfaces between ARMS and agency maintenance and work
management systems (Faster, M3, Maximo, etc.). Asset information is manually
entered into these systems. Agency systems do not maintain financial information.
Assets are in these systems to record maintenance and usage information.

e  Service fees and other charges related to asset disposition are not treated consistently.
In most cases they are treated as a reduction in the disposition amount. There is no
county-wide policy on how to handle these fees.

e When an asset is traded for another asset, trade-in amounts are often not reported
correctly. The trade-in amount should be treated as a disposition of the original asset.
Instead, the trade-in amount is usually treated as a reduction in the new asset cost.

e The county uses straight line depreciation on all assets. The IVIS system supports
several depreciation methods.

e  The county uses the Modified Approach under GASB34 for recording infrastructure
assets. The Modified Approach allows the county to treat infrastructure as
inexhaustible assets, eliminating the need for depreciation. Under the Modified
Approach the county must demonstrate that infrastructure assets are maintained at a
condition to justify this treatment.

e  The county conducts a physical inventory of all assets each year beginning in October.
The inventory process takes 6 months to complete. Fixed asset tags include bar codes,
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but the inventory process is manual. The process is time consuming and difficult,
assets are in many locations.

In ARMS, all projects in CIP funds are considered to result in a capital asset. There is
no method to record projects as preservation or maintenance rather than construction.
The county manually reviews each asset record from ARMS Work in Progress (WIP)
to be sure it should have been capitalized.

IVIS creates printed reports. There are two report writers available in 1VIS. These
reports writers are difficult to learn and not widely used.

Fleet and Personnel Property would like asset statistical and activity reports such as
data entry by user, number of new asset records, or data entry by transaction type.

Beginning with the 2005 CAFR, the county will be required to report asset impairment
and insurance recoveries (GASB 42).

06804r10 Appendix C King County, State of Washington
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I1. Opportunities for Improvement

A. Capital Asset Management Improvements

Provide Full Integration between Accounts Payable and the Fixed Assets system,
including integration when assets are purchased using a wire transfer.

Distribute fixed asset updates to agencies, with appropriate edit controls, to replace
current forms-based process.

Improve grant asset management capabilities so that grant funded assets have a single
record in the fixed assets system.

Increase capitalization threshold to $5,000 for all tangible assets. Distribute
responsibility for non-capitalized assets to agencies.

Implement automated physical inventory process using bar-coding technology.

Implement perpetual fixed assets inventory system, perform asset inventories on a
rotating basis.

Provide information and tools to support lease versus buy decision making.

Integrate agency asset systems with county-wide fixed asset system for single source
of asset data

Prepare for implementation of Asset Impairment Reporting in 2005.

06804r10 Appendix C King County, State of Washington
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[11. Opportunity Analysis

A. Analysis of Proposed Changes
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King County, State of Washington

Quantifiable Business Case

Focus Group 1

|
Focus Group: Accounts Receivable and Collections
Date: February 4, 2004
Time: 1:00 PM to 4:30 PM
Location: Key Tower Olympic Conference Room
Agenda
|

l. Introduction

II. Business Processes Review

I1l. Performance Measures Review
IV. Critical Success Factors

V. Next Steps
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I. Introduction

A. Project Definition

The purpose of this project is to provide King County with a quantifiable business case
which justifies replacing or improving the county’s current budget, financials, human
resources and payroll operations model and the array of distributed systems and the
business practices that support them.

B. Business Function Definitions — Accounts Receivable and
Collections

The Accounts Receivable and Collections business function manages amounts owed to an
organization including:

e  Setting up and maintaining customer information

e  Creating and Sending invoices,

e  Receiving payments

e  Managing collection activities.

e Sending a summary of Account Receviable activity on to the General Ledger

e  Product Management Reports

e  Provide customer billing information.

C. Focus Group Approach

06804r10 Appendix C King County, State of Washington
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1. Business Process Review

A. Definitions and Terminology

e Business Function — Refers to a high level grouping of business processes designed
to meet a specific business objective. The financial functional areas covered by this
project are:

—  General Ledger

—  Project Accounting

—  Grant Accounting

—  Purchasing

— Accounts Payable and Warrants Reconciliation
—  Accounts Receivable and Collections
— Inventory

—  Order Entry

—  Fixed Assets

—  Grant Accounting

—  Cash Management

—  Debt Management

—  Labor Distribution

—  Financial Reporting

e  Business Process — A discrete set of activities within a functional area. For example,
business processes related to the General Ledger function include Set up and Maintain
Chart of Accounts, Process Manual Transactions, etc.

e  Operations Model — The operations model for both business and technical includes
the following:

— Integrated business process model and work flow addressing how all functions
work together.

06804r10 Appendix C King County, State of Washington
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— Roles, Responsibilities, and Authority for each identified business area/function
and for integrated business operations.

—  Organizational structure (including Span of control, Staffing models, Staffing
levels).

— Understand/capture unique (non-vanilla) processes, legal requirements,
legislative requirements (organization structure), etc.

B. Confirmation of Current Business Processes
Accounts Receivable and Collections Function Goal:

e  Establish the basis for billing,

e  capture AR data, produce accurate invoices

e  Receive payments in an accurate and timely manner

e  record, report, and monitor revenue (accounting transactions — aging), report
e  Manage customer accounts

e  Perform Collections

e  Be accountable and fiscally responsible to public

e  Ensure adequate internal control

06804r10 Appendix C King County, State of Washington
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Accounts Receivable and Collections High Level Flow

King County Accounts Receivable - High Level Flow
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Accounts Receivable and Collections Current Business Function Flow

Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

Request Customer
Set-up

e Customer Informa-
tion

e Customer set up
request

e E-mail or other
notification (fill out
form, collect cus-
tomer information)

e Agencies

e Varies

e Forinternal cus-
tomers it is difficult
to get the account
coding block from
agency finance
group. This delays
billing.

e For Roads, AIRS
cannot bill projects
until customer is
set up.

Set-up Customer

e Customer set up
request with cus-
tomer information

e Customer record
in system

e Paper Forms
keyed into system
or electronic files
processed thought
custom interface
(AIRS)

e Online entry into
system (IBIS)

e Solid waste sends
electronic file
through interface
to AIRS

e |ITS uses DPG and
TBS (telephone
billing) to bill ex-
ternal customers,
INET, label cus-
tomers interface to
DPG via Ex-
cel...all go to
AIRS, ARMS in-
ternal funds

e District courts DIS-
CIS (does not
interface to AIRS,
manual booking to
ARMS, so no visi-

¢ InIBIS, Depart-
ments submit
Billing Request
Certification Form.

e For Capacity
Charge billing
(IBIS) sewer agen-
cies initiate
customer setup
process by sub-
mitting a sewer
use certification
form. Departments
review the form,
determine the ap-
propriate fee and
submit customer
set-up request to
AR.

¢ In AIRS, agencies
send request for
new customer to
AR.

e In AIRS: AR pre-
pares setup forms
for input and

e Just a few minutes
to fill out form or
do online. Batch
process is over-
night.

¢ For agencies with
multiple systems,
multiple forms and
entry tasks, can
take 3 to 4 days.

e Activities include
setting up cus-
tomer master
record and creat-
ing the billing
schedule

e There is a lack of
interfaces be-
tween the county’s
central AR/Billing
systems and
agency systems.
There are many
manual processes
to get financial
transactions into
ARMS

e There is redundant
data entry and
forms entry for
various systems.
Data fields on
various forms
have different
meanings. Intro-
duces opportunity
for human errors.

C-123



Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

bility to receiv-
ables throughout
year, customers
paying fines/fees,
go through Alli-
ancel (collection
agency) and Sig-
nal (billing agency)

e Superior courts

interfaces to AIRS,
other manual re-
porting

e Public Health also

has internal sys-
tem that interfaces
with AIRS for bill-

ing

sends forms to
Data Entry.

Would be nice to
have single point
for entry for cus-
tomer set up (at
county wide level)

Each system and
process may need
to identify custom-
ers differently

Customers may
send one check
for multiple county
agencies without
supporting docu-
ments or billing
stubs.

There is a mix
between agencies
keeping own sys-
tems and doing
their own billing
and those do bill-
ingin AIRS

Some agencies
also use IBIS for
billing.

The lack of data /
systems integra-
tion causes timing
problems with bill-
ing. AIRS cannot
bill data collected
before customer
set up. AIRS
needs project #
from ARMS to bill
project costs

ITS needs cus-
tomers set up in
ARMS, AIRS be-
fore set in internal
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Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

systems (they
have 3)

Solid Waste has
their own cashier-
ing system,
customers are set
up through an
automated inter-
face to AIRS.

Prepare Invoice

(IBIS)

e Central AR re-
ceives data
directly from other
agencies (via sys-
tems interface) or
agencies make
request (manual
entry)

e Some invoice in-
formation
automatically
setup based on
contract terms

e Waste water will
prepare and mail
own. Central AR
does rest.

e Customer Invoice

e Manual entered off
form and some
through interfaces

Order Entry keys
Pass Sales and
Warranty Claims
then sends the file
to AR from proc-
essing. (talk to
Transit AR)

For Sewer, the
Department sets-
up contracts (with
payment sched-
ule).

AR inputs and
reviews bills.

AR creates in-
voices.

The mailroom
processes and
mails invoices.

For Grants, De-
partments prepare
the invoice and
send a copy to
AR.

e 5 minutes

Sometimes not all
the information
that the customer
wants is on in-
voice. The IBIS
system will not
create invoices
with past due
amounts. This is a
system limitation.
Agencies need to
send past dues.
IBIS does not pro-
duce customer
statements right
now. Invoice print-
ing and mailing is
outsourced.

Prepare Invoice

(AIRS)

e How we create bill
part of customer
setup — agencies
create information
that is either inter-
faced or keyed
into AIRS, except

¢ Invoice

Three types:
Manual bills

Recurring bills
Bills from ARMS

Coordinated cen-
trally, agencies
provide detail and
assembly.

95% of billings
outsourced to

Invoice can go to
agency for backup
detail to be in-
cluded with
mailing

The county has no
ability to generate
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Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

for manual bills
(only recording re-
ceipt in AIRS)

e Most of AIRS bills

are recurring.
Largest dollar
amounts from
ARMS (work auth
or project)

FISERV. Pick up 4
times a month.

electronic invoices
and payments.
Seattle King
County Housing
Authority inter-
ested in electronic
bill, so they can
route it internally.

e Agencies keep

copies of invoices
for research

e Assembling bill is

a manual, time
consuming proc-
ess (for telephone
billing (TBS) there
are hundreds of
customers and
multiple invoices
per customer,
3FTEs)

e No capability to

regenerate an in-
voice. System
does not retain in-
formation. Paper
invoices kept for 7
years.

« ARMS billing 13th

and 14th month in
Jan. and Feb.
Would like a sepa-
rate billing. Billing
system and ac-
counting system
need to have
same accounting
periods.

e System cannot

report enough in-
formation required
by customers be-
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Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

fore they will pay
bill.

AIRS is interfaced
with ARMS for
project billing

Process Trial Billing
(AIRS)

e Customer informa-
tion

e Billing rules

e In some cases
ARMS cost data

¢ Trial billing

e Automated proc-
ess with manual
review of results

In AIRS:

AR creates and
reviews the billing
schedule and re-
quests a trial
billing run.

ITS runs the trial
billing.

Agencies review
trial billing.

AR makes adjust-
ments and
requests final bill-
ing run.

For automated
invoices, Depart-
ments send
information in “to
be billed file” and
work authoriza-
tions to AR.

For manual in-
voices,
Departments pre-
pare and approve
invoices which are
then sent to AR.

The trial billing is
an opportunity to
balance and make
corrections. AIRS
adjustments via
batch to whole in-
voice. Manually
determine adjust-
ment.

In IBIS, invoice
adjustments can
be done before
and after by line
item or complete
invoice.

Process Invoice

e Customer Informa-
tion

¢ Billing information

e Customer Invoice

AR processes
invoices received
from Departments.

For Grants, De-
partments work
with project man-
agers to get
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Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

eligible costs. True
for some, not all.
Some agencies
get report from
ARMS

¢ For Grants, De-
partments send
payment request
to the Grant
Agency.

Make Payment

Customer Invoice

e Payment

¢ Manual

e Customer

Receive Payment

Customer Pay-
ments

Payment stub
(sometimes) (from
customer invoice)

Pay by phone
payments, banks
can send payment
with account #s
without invoice.
Phone banking,
web banking.

e Updated customer
account

e Manual and auto-
mated

e The mailroom
receives the pay-
ments.
Miscellaneous
payments are sent
to Cash Manage-
ment (IBIS), sent
to AR for AIRS
Other payments
are scanned.

¢ IBIS AR Clerks
Send rejected
scanned pay-
ments to cash
management (IBIS
only) and process
the lockbox pay-
ments.

¢ AR Cash Man-
agement (IBIS)
processes miscel-
laneous payments
(matches payment
to invoice). Cash
management also
prepares the bank
deposit (for all in
County)

e Cashiers receive
deposit slips and

e |BIS, if payment
stub or remittance
advice is missing,
must reprint in-
voice(s). This
complicates and
delays the pay-
ment posting
process,

e Bank payments do
not provide ade-
guate information

o RCW requires all
cash must be de-
posited within 24
hours of receipt.

e In most cases,
can'’t do electronic
receipts, or credit
card payments

o |f there is a vendor
that King County
is paying, should
not pay out of AP
if they own us
money. System
can't tell us when
this situation oc-
curs. AP and AR
not integrated.
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Process Inputs Outputs Method Performed by Flow Time Gaps/Comments
checks to be e For Capacity
picked up by ar- Charge Billing, If
mored car service. payment made

e For most Grants, early for discount,
Departments re- a manual process
ceive payment is required to de-
confirmations. !ete _future
Treasury receives Invoices.
and processes the ¢ AIRS can only
payments (1BIS), accept one pay-
AR receives and ment per invoice.
processes .for IBIS payments are
AIRS. Coding at- processed by the
tached to invoice remittance proc-
number essing system and

« In AIRS, AR cre- can be any com-
ates payment bination of
batches. Data En- payments and
try keys payments bills.
in_to AIRS. AR re- e Payments for war-
views the data ranty claims may
entry results and combine several
makes corrections hundred invoices,

e Some depa_lrt- e For AIRS, the cash
ments receive desk is located in
cash (AIRS) they Accounts Receiv-
make the deposit able. For IBIS the
and prepare a cash desk is lo-
cash transmittal cated in Treasury.
voucher.

o Unidentified pay-
ments are difficult
to research

Respond to customer | e Customer request e Response to cus- e Manual e Finance e Could be address

or agency inquiry

and customer or
payment informa-
tion

tomer inquiry

¢ For Capacity
Charge Billing, the
Department han-
dles customer
inquiries.

e Departments may
need to request
back-up documen-

change, owner-
ship changes,
exemptions, dis-
counts, errors, or
disputed amounts

¢ Need to walk cus-
tomer through
billing information.
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Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

tation from AR.

For Capacity
Charge Billing,
Sewer Agencies
assist in resolving
account changes.

Agency re-
searches and
provides docu-
mentation

IBIS has integra-
tion between
customer informa-
tion and billing
information.

Sometimes re-
quest for
information must
be referred to
management, su-
pervisor or analyst

IBIS online record
customer notes

No single source
for information.
Customer may
need to make mul-
tiple calls within
county to get de-
sired information.

e Roads may need
to refer customers
to the work crew.

e There is no consis-
tency in bill
retention. It may
be difficult to lo-
cate the original
bill.

Generate Reports

e Report Request

o Report schedules

e Reports

Automated

Special report
requests need an
analyst or pro-
grammer to
develop report.

IBIS has standard
Oracle reports and
also use Business
Objects to gener-
ate custom reports

AR processes
update requests
as requested by
Department.

In AIRS, AR
makes updates for
simple changes
on-line. Complex
updates are pre-
pared, batched
and sent to data
entry for keying.

e No electronic AIRS
reports

o Integrated detail in
ARMS, so avail-
able. Needs to
continue and im-
proved.

¢ Invoices need to
be reformatted to
provide better in-
formation (need
more formatting
options)

Review Reports

¢ AR Report

e Management plan-
ning

Manual

Department re-
ceive AR reports
for revenue
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Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

¢ Adjustments to AR
accounts

e Reconciliations /
error reports

tracking and pro-
jections.

Departments per-
form post audit
and initiate ad-

justments.
Perform Collections e AR Activity Re- ¢ Delinquent ac- Manual review of In IBIS: e NSF's go back to
ports ggzcitti(égllectlon information AR runs and ana- agency
Agencies attempt lyzes aging o Need better notifi-
to collect reports. cations on

Manual or Auto-
mated transfer of
selected accounts
to Collection
agency

Collection agency
reports back
status (paper re-
ports)

AR Follows up on
delinquent ac-
counts and reports
to billing agency.

Departments re-
ceive delinquency
reports and take
appropriate action.

In AIRS:

AR creates a
download of ac-
counts to be
referred to a col-
lection agency.

Collections sub-
mits accounts to
collection agen-
cies and handles
customer case-
work.

Collections re-
ceives payment
notification for the
Collection Agency.
Payments are sent
to AR for input into
AIRS.

Bankruptcies —
agencies cannot
circulate informa-
tion in a timely
manner. Lots of
legal requirements
around these
processes. Fair
Debt Practices Act
The county cannot
bill for services
performed before
bankruptcy.

e The county may
require past due
accounts to proc-
ess payment bond

e Some agencies
may attempt to
collect delinquent
amounts before
referring an ac-
count to a
collection agency

e Delinquent ac-
counts receive a t
30 day notice from
King County Cen-
tral Collections. If
no response, the
account is referred
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Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

e Departments de-
termine write-offs.
AR processes
write-offs.

e Non AIRS or IBIS:

e Sent through inter-
face, Excel, or
manual process
(ex. DDES)

to a collection
agency by central.
They do this for
AIRS accounts,
selected IBIS ac-
counts and non-
AIRS.

Capacity Charge
bills do not nor-
mally go to a
collection agency,
Wastewater can
issue property
liens to enforce
collections.

For Capacity
Charge Billing,
IBIS does not reg-
ister on property
title, so don’t know
when property
changes owner-
ship. The
obligation stays
with the property
not the owner, so
delinquent
amounts would be
the responsibility
of the new owner.

The county is not
using Dunning
Letter capabilities
in IBIS yet.

The collection
agency does not
use county’s cus-
tomer account
numbers

Accounts are not
written off when
sent to a collection
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Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

agency, Write offs
are done when re-
quired by statute.

There are some
collection items
that are not in
AIRS or IBIS (for
example, NSF
checks). They are
sent through a
manual process.
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C. Performance Measures

The improvement opportunities and measurement criteria listed below are for discussion
only. These items represent examples of best practices and performance measures used in
the private and public sector. This list does not reflect recommendations for King County.
A King County version of this information will be developed as part of the Quantifiable

business case project.

Accounts Receivable and Collections Key Performance Measure Examples

Business Func-

Improvement Op-

Measurement Cri-

tion portunity Benefit teria Comments
Billing Transmit selected Reduces billing e Number of EDI Would have to
invoices using EDI | costs and time for invoices sent be at agency
customer to re- level because
ceive bill each agency
has different
billing informa-
tion to send

Billing Use Automated Reduces billing ¢ Number of Would be nice
Bank Account De- and collection automated ac- for Capacity
ductions for costs count Charge billing.
recurring bills deductions

processed

Billing Issue electronic Reduces cost of e Number of Allow custom-
invoices through printing and mail- printed invoices ers to look up
the internet (via ing invoices account on
email or website) internet would

also be nice
(could reduce
inquiry calls
from custom-
ers)

Billing Replace multiple Reduces invoice ¢ Number of This doesn’t
low dollar invoices | processing costs small dollar in- apply for most
single, summarized simolifi ) voices issued agencies, but
monthly invoice IMPITNES cus may be appro-

tomer payment .
process priate for
Warranty
Claims.
Billing Bill recurring (fixed | Increases likeli- e Days sales out- This is already

amount) invoices
early (2 weeks be-
fore due date)

hood of on time
payment

standing

done; where
possible AIRS
sent out be-
tween about 3
weeks early.

06804r10 Appendix C
160704-12.58

King County, State of Washington
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Business Func-
tion

Improvement Op-
portunity

Benefit

Measurement Cri-
teria

Comments

Accounts Receiv-
able

Enter cash receipts
at agency rather
than centrally

Shortens revenue
recognition time
frame and reduces
paperwork (for
billed receivables,
recognize at date
of invoice)

Needs to be
considered on
case by case
basis

Accounts Receiv-
able

Integrate point of
sale cash registers
with the financial
system

More timely gen-
eral ledger
updates, more ac-
curate posting

Needs to be
considered on
case by case
basis

Accounts Receiv-
able

Use lockbox proc-
ess for mailed

The county
uses an internal

payments lockbox.
Collections Automatic Reduce collection Large number

Fax/email of over- department time of collections to

due invoices spent pulling and individuals, so

faxing invoices

this may be dif-
ficult, there are
confidentiality
issues.

All Financial Busi-
ness Functions

Provide reports
and forms on elec-
tronic media.

Elimination of
forms (ex. Multi-
part), faxes, printed
reports in favor of
automated docu-
ment tracking,
approvals, queries.

e 9% savings of

printing, fax and
forms order
costs.

06804r10 Appendix C
160704-12.58

King County, State of Washington
Quantifiable Business Case — Appendix C
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I11. Critical Success Factors

Objectives for the Quantifiable Business Case.
Top three things that have to be addressed for the project to be a success?

Flexibility of both reporting and billing, flexibility for system to accommodate special
needs. A more flexible Accounts Receivable system may reduce the need for “side”
processes.

Electronic business processes (take payments, transmit invoices, etc.) Have processes
and systems that are capable of providing these services.

Ability to meet individual agency billing system needs with seamless interfaces to AR
system and the county’s financial system. Billing requirements may need to be housed
with agency but transmit needed information to central billing system. Decentralized
customer and billing information and centralized payment.

Ability to track customer correspondence and communications, history

Elimination of manual forms, key data entry. Provide single point of entry into master
Accounts Receivable system.

Ability to decentralize customer maintenance and bill creation but allow for central
management of Accounts Receivable.

. Obstacles and resistance.

Labor impacts of job changes need to be bargained with bargaining units.

06804r10 Appendix C King County, State of Washington

160704-12.58
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V. What’s Next?

e  Accounts Receivable and Collections Key Performance Measure Examples
e  Follow up with individuals to clarify business processes and opportunities.

e Hold a second focus group session to refine/confirm the current business processes, present
proposed business processes, and review high payback processes for additional analysis.

e  Develop costs of current business processes through a survey of agencies.

06804r10 Appendix C King County, State of Washington
160704-12.58 Quantifiable Business Case — Appendix C
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King County, State of Washington

Quantifiable Business Case

Focus Group 2

|
Focus Group: Accounts Receivable and Billing
Date: March 2, 2004
Time: 9:00 AM to 12:00 PM
Location: Key Tower, Vashon Conference Room
Agenda
|

I.  Findings From First Session

Il.  Opportunities for Improvement
1. Analysis of Opportunities

IV. Next Steps

06804r10 Appendix C King County, State of Washington
160704-12.58 Quantifiable Business Case — Appendix C



|. Findings from Focus Group 1

The county’s maintains two separate centralized Accounts Receivable Systems. IBIS is part
of the Oracle Financials application, AIRS is the mainframe billing system integrated with
ARMS. Agencies maintain a variety of side systems for managing billing information.

There is no consistent accounts receivable and billing business processes (although, within
each billing process there are consistent practices). Some agencies bill using their own sys-
tems, others use AIRS or IBIS.

For interdepartmental billing, customer set up can be delayed waiting for account coding
information from account being billed. Information is generally received via email or a
phone call. AIRS cannot bill project costs collected before the customer set up, this is a big
problem for Roads.

Customer and billing information resides in the central A/R systems and if often duplicated
in agency systems. Manual processes are used to move financial information to ARMS.

There is redundant data entry for customer and billing information. Agencies use different
forms and terminology. Some terms have different meanings depending on the agency in-
creasing the likelihood of data collection or input errors.

Customers may send a single check for payment of multiple bills from separate agencies.
These are difficult to process.

Solid Waste has their own cashiering system; customers are set up through an automated
interface to AIRS.

IBIS invoice printing and mailing is outsourced.

IBIS does not have the ability to print past due amounts on invoices and does not generate
statements showing past due amounts. This is problematic, especially for Capacity Charge
Billing.

AIRS invoices may be sent back to agencies to be matched to supporting billing detail re-
ports. Assembling these bills is a manual, time-consuming process. For example, telephone
billing has hundreds of customers with multiple invoices. Invoice preparation requires three
full time equivalents (FTES).

The county does not have the ability to generate electronic invoices or to receive electronic
payments directly into the receivable system. Some customers (Seattle King County Hous-
ing Authority) have requested electronic bills.

AIRS does not have the ability to reprint invoices, the required information is not retained.
Agencies keep paper copies of invoices for seven years.

06804r10 Appendix C King County, State of Washington
160704-12.58 Quantifiable Business Case — Appendix C
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ARMS bills 13th and 14th period amounts in January and February. IBIS does not have
13th and 14th periods. This complicates year end interdepartmental billing when the Gen-
eral Ledger and Accounts Receivable systems do not have the same accounting calendar.

AIRS does not contain all the information customers would like to see on their bills.
AIRS is interfaced with ARMS for project billing.

AIRS has a trial billing process which provides an opportunity to balance and make correc-
tions. AIRS adjustment are done through a batch process, the entire invoice must be
adjusted. Adjustment amounts must be manually calculated.

IBIS invoice adjustments can be done on-line by line item or for the entire invoice.

The county is required to deposit all payments within 24 hours of receipt (required by
RCW).

In IBIS, if the payment stub or remittance advice is missing the county must reprint the in-
voice to process the payment. This delays the posting process.

Payments from payment services (for example, pay by phone or on-line bill payment ser-
vices) must be processed manually. The paying agent (usually a bank) does not send
remittance advices.

Accounts Payable and Accounts Receivable information is not integrated. In some cases,
the county would like to hold a vendor payment when an outstanding receivable exists for
the same individual or organization.

The county does not accept credit card payments for any amounts owned. An RCW prohib-
its the county from paying credit card processing fees, in order to accept credit card
payments the customer would need to pay all processing fees.

For Capacity Charge billing all customer invoices are created when the account is set up.
Any changes to the customer billing information require all bills to be deleted and recre-
ated. When Capacity Charge customers pay off their entire bill early, all future dated
invoices must be deleted.

AIRS can only accept one payment per invoice. IBIS payments are processed by the remit-
tance processing system and can be any combination of payments and bills.

A single warranty claim payment may cover hundreds of individual invoices.

Each Accounts Receivable system has a separate cash desk. For AIRS, the cash desk is lo-
cated in Accounts Receivable. For IBIS the cash desk is located in Treasury.

There is no single source for Accounts Receivable and Billing information. Customers may
need to make multiple calls within county to get desired information on county issued in-
voices. Roads may need to refer customers to the work crew when billed amounts are
disputed.

There is no consistency in bill retention; it may be difficult to locate the original bill.
All AIRS reports are paper; agencies would like information in an electronic format.

06804r10 Appendix C King County, State of Washington
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e  Billing detail is available through ARMS in electronic format.

e  Current invoice formats do not meet agency needs. Agencies would like more formatting
options to provide better information to customers.

e Returned Checks (NSF, account closed, etc.) are sent to the agency for collection. These are
generally handled as a separate collection item.

e  Agencies need more timely notification of Bankruptcy proceedings. Accounts where the
customer is in bankruptcy require special handling. There are legal constraints on actions
the county can take against these accounts. Bankruptcy information needs to be coordinated
amount county agencies.

e The county refers delinquent accounts to an outside collection agency after 30 days. Some
agencies attempt to make collections before the account is referred. Capacity Charge bills
do not normally go to a collection agency, Wastewater can issue property liens to enforce
collections.

e  The county does not use the Dunning letter capabilities in the IBIS system.

e Accounts are not written off when sent to a collection agency; Write offs are done when
required by statute.

e  There are some collection items that are not in AIRS or IBIS (for example, NSF checks).
They are sent through a manual process.

06804r10 Appendix C King County, State of Washington
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I1. Opportunities for Improvement

Move to a single countywide Accounts Receivable application to simplify and standardize
business process and provide more visibility to and control of total amounts owed to King
County.

Create a single point of entry for customer set up information at the countywide level.
Agency customer needs are different and in many cases using a shared customer record is
not appropriate due to confidentiality, policy, and legal issues. There should be a mecha-
nism for linking customer records when they represent the same individual or organization.

Provide a more flexible central Accounts Receivable and Billing System to eliminate the
need to some agency side systems. Provide additional options for invoice preparation and
presentation including the ability to print past due amounts on invoices. Provide the ability
to reprint invoices on demand.

Provide the ability to integrate agency side systems with a central Accounts Receivable and
Billing System to eliminate current duplicate data entry effort. Provide facilities to drill
down from invoice amounts to detail transactions that make up the amount billed.

Distribute data entry to agencies. Eliminate manual forms preparation and keyed data entry
processes. Support decentralized customer and billing management and centralized pay-
ment processing and collections.

Provide improved tracking of customer correspondence and communications history.

Enhance remittance-processing capabilities to allow more flexibility for payment posting
(e.g. support for one check paying multiple invoices, processing payments received without
payment stubs, etc.). Provide electronic access to payments processed through remittance
processing equipment.

Support electronic bill presentation and payment options.

Allow project costs to be collected prior to complete customer set-up. Provide the ability to
bill past project costs collection before customer set up is complete.

Implement a single accounting calendar for all county systems and agencies.

Provide the ability to integrate Accounts Payable and Accounts Receivable information to
identify vendors with delinquent amounts owed to the county.

Consider accepting credit cards for some county payments. The customer would pay credit
card processing fees.

Provide a mechanism for timelier, coordinated notification of bankruptcy proceedings.

06804r10 Appendix C King County, State of Washington
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[11. Opportunity Analysis

A. Analysis of Proposed Changes
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Improve-
ment
Opportunity

Benefit

Performance
Measures

Organiza-
tional Impact

Role of
technology

Implementa-
tion
Considera-
tions

Organiza-
tional
Obstacles &
Constraints

Legal & Pol-
icy
Constraints

Risks

Comments

Single Ac-
counts
Receivable
System

Single
source for
A/R infor-
mation

Consis-
tency of
processes

Improved
manage-
ment of
customer
accounts —
visibility to
accounts
Simplifying
revenue
recognition
for multiple
sources

County-
wide A/R
view

e Reduction
of manual
process to
recognize,
charge,
distribute
revenue
(multiple
sources)

e Courts has
stand
alone proc-
esses,
systems
(out-
sourced
collections)

e Single sys-
tem

e [ntegration
with G/L

e [ntegration
with billing
e Aging stan-
dards vary
by agency

e None iden-
tified

e Unique
require-
ments for
Courts (le-
gal
mandates)

e Various
rules for
agencies

e Complex
require-
ments for
different
types of
bills

Single cus-
tomer
database with
ability to link
records be-
longing to the
same individ-
ual or
organization.

Ability to
identify to-
tal
amounts
by cus-
tomer
(multiple
linking
paths)
Flag delin-
quent
accounts.
Under-
stand
bankruptcy
situations

o Fewer

bankrupt
accounts
billed im-
properly

e None iden-
tified

e Requires a
new data-
base and
software to
maintain,
user front
end

e Security
levels /
controls

e None iden-
tified

o Confidenti-
ality issues

e None iden-
tified

e |t would be
difficult to
have a
single cus-
tomer
record
across
multiple
agencies
due to con-
fidentiality
issues,
contract
language,
and the va-
riety of
billing the
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Implementa- Organiza-
Improve- tion tional Legal & Pol-
ment Performance Organiza- Role of Considera- Obstacles & icy
Opportunity Benefit Measures tional Impact | technology tions Constraints Constraints Risks Comments
Coordinate county per-
payment forms.
plans
(courts can
do this)
Simplified
payment
research
More flexibil- Invoices e Fewer cus- | e More data e Would e Depart- e Noneiden- | e Nonelden- | e Possibleto | e Can't pro-
ity in billing more de- tomer entry, require ments tified tified Implement vide
options and scriptive inquiries unless system need IT a solution purchase
invoi_ce for- Customers | » Reduced flows and_inte- support that is order num-
matting. Also have better time to bre- through gration and equip- more com- bers!
includes cre- information are billp from sys- ment to plex to
ating bills on P tem use manage
demand. Less need e Faster
to attach payments
supporting
documen-
tation to
billings
Integrate More cen- e Reduce e Noneiden- | e Requires e Recognize e Noneiden- | e Nonelden- | e None iden-
central ac- tralized unapplied tifed interfaces one cus- tified tified tified
counts cash man- cash bal- tomer may
receivable agement ance have mul-
application . tiple billing
with agency Ei:f?/n iden- sites
systems. ; .
incoming
checks
Eliminate
duplicate
data entry
Distributed Eliminate ¢ Reduced o Redistribu- | e Online data | « Need work | e Resources | e Union (job e None iden-
on-line data batched paper flow tion of entry sys- flow, ap- needed to description tified
entry with forms work tem with proval, do this issues)
edits and - edit capa- audit con-
Visibility to o
controls. . bilities trol,

security
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Implementa- Organiza-
Improve- tion tional Legal & Pol-
ment Performance Organiza- Role of Considera- Obstacles & icy
Opportunity Benefit Measures tional Impact | technology tions Constraints Constraints Risks Comments
rection considera-
tions
e Reduce
input from
paper /
mass en-
try, get
electronic
downloads
from agen-
cies
o Need way
to do rapid
data entry
Improved Improved o Eliminate e Training Requires ¢ |BIS does e Noneiden- | e Confidenti- | e None iden-
customer customer side sys- new tech- have some tified ality tifed
correspon- tracking tems to nology and of this
dence and . . track data stores functional-
communica- Audit trail ity
tions history Ability to s Less rﬁ' Polici
tracking give more ;;aerc * ngéﬂgz .
accurate, .
consistent e Reduction implement
information in phone process
to custom- calls
ers (shopping
Improved for an-
compliance swers)
with fair
billing
practices
Visibility to
correspon-
dence
Meet public
disclosure
require-

ments
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Implementa- Organiza-
Improve- tion tional Legal & Pol-
ment Performance Organiza- Role of Considera- Obstacles & icy
Opportunity Benefit Measures tional Impact | technology tions Constraints Constraints Risks Comments
Enhanced e Lesstime e Lesstime e Thereisan | e Requires e Noneiden- | e Nonelden- | « Noneiden- | e Mis- e The Treas-
remittance to research tore- RFP to ad- new tified tified tified applying urer will be
proces_s_;i_ng e Less man- search, dress fimproved payments issuing a
capabilities ual perform some of technology RFP for
including on- manual these is- new remit-
line access to pay{nent processes sues tance
payments posting (scanners processing
e Reduced ;
processed. e 1 check for manual for all sys- equipment
multiple tems) in 2004.
customers payment Checks
entry and
—need to . processed
individually processing through
invoice this equip-
(need ca- ment will
pability to be
post) Elimi- scanned
nate need and can be
to generate queried by
invoices for check
scanning number,
account
number,
payment
amount.
Remittance
processing
equipment
can create
payment
files for
agency bill-
ing
systems.
Support elec- | o Cities can e Reduction e None lden- | e Web, IVR, e Need to e None lden- | e Privacy, e Credit card
tronic bill access bill of support- tified online bill strip confi- tified can’t retain fraud
presentation information ing and pay- dential credit card
and payment online. documen- ment information information
options « Agencies tati(_)_n and system  Determine in system
could also mailings how long (use 3rd
view inter- e Reduction to retain in- party)
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Implementa- Organiza-
Improve- tion tional Legal & Pol-
ment Performance Organiza- Role of Considera- Obstacles & icy
Opportunity Benefit Measures tional Impact | technology tions Constraints Constraints Risks Comments
fund trans- in cus- formation e Security
fefr . tomer e Coordina-
information service tion with
Customers calls cash man-
could view | e Revenue agement
payment / collected o Notall
atcctour_lt mqrekl customers
| e
as well o Fewer NSF adventage
: checks of this
Easier to technology
For%gt?olr?- o Information
to custom- must be
ers (fax presented
mail ’ in a usable
i’ format
email)
Project Billing Eliminate e Reduction e Noneiden- | e Requires e Depart- e Noneiden- | e Noneiden- | e Amore
enhance- manual in manual tified new tech- ment tified tified timely bill
ments (allow billings billings nology interfaces / does not
accumulation . (ARMS information always
of costs prior Ens_ure * Reductlon and AIRS received translate a
to customer project In recon- side) when more
setup). charged ciliation ; needed timely pay-
. correctly effort e IBIS —im- ment
Address More timely p'er.“e“‘ .
Problem . project bill-
when project posting (.)f ing
set up before information
receivable More timely
master file set collection
up. of revenue
(currently
controls
are man-
ual)
Single, Cleaner e Reduction e Training / e New tech- o Interfacing e Nonelden- | e Agreement | e None lden-
county-wide cut-off for of manual communi- nology Not systems tified on payroll tified
accounting cross billing and cations necessarily that drive accrual
calendar agency bill- reconcilia- needed calendar handling
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Implementa- Organiza-
Improve- tion tional Legal & Pol-
ment Performance Organiza- Role of Considera- Obstacles & icy
Opportunity Benefit Measures tional Impact | technology tions Constraints Constraints Risks Comments
ings tion proc- e Process (ex. pay-
Reduction esses changes roll)
of manual
billing and
reconcilia-
tion
processes
Monthly
activity can
appear on
one bill
Integrate Potential to | e Realloca- e Requires e Needto e Amount of e Cultural e Contract e Highly po-
Accounts not pay tion of AP, coordina- record in time to change language litical
Receivable vendor if AR staff tion of AR both sys- manage needs to
. e Customer
Customers they had time de- and AP tems « Complex education allow for
and Accounts receivable voted to issues this
Payable Ven- out- issuing
dors. standing warrant, e Initial in-
. receiving crease of
’t\lh%ts%at);:Q? payment work to set
process
owe us
money o Flexibility
p as to
rever!t automation
refunding
of over-
payments
if they owe
us money
Visibility
Bankruptcy All billing e Less effort e Training e Database, o Integrate e Training e Nonelden- | e Nonelden- | e Currently
notification agencies in manual o notification, with billing . tified tified there are
improve- informed of tracking ¢ Itcljoe# tc|)ff|ca- update and system to ¢ Ejéfgg}:r? hundreds
ments bankruptcy bankruptcy rouD re- access access of this re- of bank-
status, information group method bankruptcy o ruptcies
. . sponsible . h sponsibility
thus avoid (agencies for this (Flag adds) information per year.
repercus- track sepa- data « Method to posted to e Can be
sions of rately now) track who database high indi-

billing in-
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Implementa- Organiza-
Improve- tion tional Legal & Pol-
ment Performance Organiza- Role of Considera- Obstacles & icy
Opportunity Benefit Measures tional Impact | technology tions Constraints Constraints Risks Comments
correctly e Easier has filed e Howto vidual dol-
per status access to with courts associate lar
« Can notify information to receive bankruptcy amounts
entire as to who payments notice in- involved
county at to pay. formation
once. with cus-
) tomer
e Easier
identifica- e Howto
tion as to handle
where pay- dates
ment goes. * Integrate
o Track dif- with Dis-
ferent trict Courts
types of  Bankruptcy
bankrupt- courts
cies have da-
tabases
which can
provide in-

formation
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King County, State of Washington

Quantifiable Business Case

Focus Group 1

|
Focus Group: Cash Management and Treasury
Date: February 6, 2004
Time: 8:30 AM to 12:30 PM
Location: King Street/3D
Agenda
|

l. Introduction

II. Business Processes Review

I1l. Performance Measures Review
IV. Critical Success Factors

V. Next Steps

06804r10 Appendix C King County, State of Washington
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I. Introduction

A. Project Definition

The purpose of this project is to provide King County with a quantifiable business case
which justifies replacing or improving the county’s current budget, financials, human
resources and payroll operations model and the array of distributed systems and the
business practices that support them.

B. Business Function Definitions - Cash Management and
Treasury

Cash Management and Treasury Scope: (Look at Business continuity project — backup
plans, disaster plan for scope) Basically collect, receive, deposit, invest, spend cash.

C. Focus Group Approach

06804r10 Appendix C King County, State of Washington
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1. Business Process Review

A. Definitions and Terminology

Business Function — Refers to a high level grouping of business processes designed
to meet a specific business objective. The financial functional areas covered by this
project are:

—  General Ledger

—  Project Accounting

—  Grant Accounting

—  Purchasing

— Accounts Payable and Warrants Reconciliation
—  Accounts Receivable and Collections
— Inventory

—  Order Entry

—  Fixed Assets

—  Cash Management

—  Debt Management

—  Labor Distribution

—  Financial Reporting

Business Process — A discrete set of activities within a functional area. For example,
business processes related to the General Ledger function include Set up and Maintain
Chart of Accounts, Process Manual Transactions, etc.

Operations Model — The operations model for both business and technical includes
the following:

— Integrated business process model and work flow addressing how all functions
work together.

— Roles, Responsibilities, and Authority for each identified business area/function
and for integrated business operations.

06804r10 Appendix C King County, State of Washington
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Organizational structure (including Span of control, Staffing models, Staffing
levels).

B. Confirmation of Current Business Processes

Cash Management and Treasury Function Goal: Effectively, efficiently, collect taxes and
fees, and then distribute it. Receive cash and make investments as quickly as possible. Hold
investments as long as possible. Report and classify cash, debt and investment activity.

° General Issues

06804r10 Appendix C
160704-12.58

Links between property tax and ARMS systems are complex. Process change
would be difficult.

For remittance processing not all statements have magnetic coding so they
cannot be scanned. Need flexibility in remittance processing system to support a
variety of payment types.

District Courts use a state run system which uses BARS coding. Research is
needed to map these payments for King County ARMS codes.

Long Term Debt: Would like to see improvements in investment system such as
the amount to report on the CAFR. The county’s investment system reports on
cost basis and while the CAFR uses market value.

District Courts — biggest issues ARMS code versus BARS code. We receive on
state system, so all codes in BARS, have to convert to ARMS.

Need more timely notification for bankruptcies.

Electronic disbursements don’t go through AP system requiring manual
processes.

Two separate accounting systems create problems for bank reconciliations; there
is much work to keep systems in balance, lots of monitoring. A big chunk of
bank reconciliations ignores cash out of balance in IBIS. Need to write journal
entries in systems to keep in parallel.

Districts need access to information such as on-line cash balances.

The Property Tax Billing System (PBS) brings in greatest revenue to county and
local jurisdictions (2.5 billion annually). The interface between ARMS (property
tax interface) and the PBS is critical. It is difficult to prevent errors in this
interface; system reports to help identify problems are needed. It is difficult to
correct problems. Reports with a combination of PBS and ARMS information are
needed.

For the PBS system and related ARMS interface there is a lack of institutional
knowledge. This will get worse the employees with this knowledge are nearing
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retirement. There are just a few people with functional knowledge of the
application and no single ITS analyst that understands the entire system. No one
has in-depth knowledge of how they fit together.

The Assessor’s Office is planning to replace the property tax system (the first
step will be a Quantifiable Business Case in the next 6 months). Need
information readily accessible to answer questions. In interface, need look up
system to see past payments, exemptions, ownership changes, etc. then can
resolve issues with tax payers easily. Assessor system/property tax (PBS) side
drives property tax then sent to ARMS.

Cash — most cash transactions are done batch through ARMS, would be nice to
be able to enter transactions directly into system.

There are many manual systems in the cash receipting processes that could be
improved.

Would like to see a more centralized way to handle NSF and closed accounts.

ARMS - no online entry/edit and process...all batch. No edits until processed in
system, so can’t fix errors until we see report. The current data entry process
built on many rules (3 inch note book). Takes a year to learn how to do
customized data entry form. It is difficult to find people that want to do this work
Preference is to enter transaction where it originates with central processing.

Cashier systems could be more automated.

Improvements could be made without going to a new system, could create an
online entry.

Some cash deposited in IBIS, eventually goes to ARMS (ARMS is official record
of all cash activity). There are many systems updating cash accounts.

Would be nice to interface with state systems. Money sits in trust accounts until
end of month since difficult to transfer.

Research on NSF check, need to research paper or film copy, new systems save
to disk, so easier to find (minutes versus hours).

There is a huge need for imaging and document management for many finance
functions.

Unless sent to records management, don’t have fire, climate, security controlled
(access is somewhat controlled). 2-6years retention.

Key, filing, binding, moving in and out of vault (a few times a year to records
center) research (can lose).
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Attachment 4: KC Cash Management/Treasury Example - High Level Flow
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cash transactions to ARMS
and selected funds ARMS
cash transactions to IBIS.
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Cash Management and Treasury Current Business Function Flow

Process

Inputs

Outputs

Method

Performed by

Flow Time

Gaps/Comments

Process Cash Re-
ceipts

e Cash, checks,
electronic receipts

e Customer Informa-
tion

e Updated General
ledger and Ac-
counts Receivable

e Manual paper
forms processed
by cashier and en-
tered into ARMS

e Online update to
IBIS

e Automated Manual
completion of pa-
per payment forms
keyed by data en-
try into AIRS

o Automated inter-
face from
remittance proc-
essing machines
to property tax,
AIRS and IBIS
(lockbox)

e Other systems like
Records and Pub-
lic Health interface

o Agencies deposit
and prepare mis-
cellaneous cash
receipts

e Accounts receiv-
able and property
tax handled by Fi-
nance

¢ Community Ser-
vices receives
payments (deposit
in drop box at
bank) so there is a
delay. Manually
tracked at service
centers. Take me-
dia and check and
route to agency
(interoffice mail)

e About 390 bank
accounts total (not
all deposit ac-
counts, 27 warrant
accounts)

¢ All agencies rec-
oncile their own
accounts.

¢ Inter-fund loan
reporting system,
former metro
funds don't link
well to our system.
Biggest fund did
not show up on
report to exec. Fi-
nance committee.

Manage Investments

e Cash Balance
e Market Information

¢ Investment sales
and purchases

e Manual

e Automated, have
investment system
(Sunguard Treas-
ury Resource
system) interfaced
to ARMS (buys
and sells done by
telephone, key into
investment sys-

e Treasury

¢ In afew cases
Special Districts
manage their own
investments and
provide instruc-
tions to Treasury
to execute. These
are declining in
use, most are
managed through
the investment
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tem, then interface
to ARMS)

pool.

Need to be able to
pick up fair market
value into ARMS
at end of year.The
investment system
calculates gains
and losses and
passes that infor-
mation to ARMS

Allocate Pool interest

e |nvestment rate

earned for period

e Fund average daily

cash balances

e Fund interest earn-

ing posted to GL

e Automated, inter-

faced from
investment system

e Treasury

e Average daily cash

transaction infor-
mation is a daily
download from
ARMS. The in-
vestment system
calculates average
cash for districts.

If member of pool
has negative cash
balance for month,
they get charged
fee, but system
can't deal with it
and calculates
negative fee.
These must be
manually adjusted.

Monitor ARMS IBIS
cash Interface

e ARMS and IBIS

Reports

Adjusting entries
or updates to inter-
face tables as
needed

e Manual

Finance-
Accounting

¢ Reconciled daily,

make take a few
hours to resolve (2

staff)

e Would rather not

do this

Process EFT pay-
ments

e Agency request for

EFT transfer

EFT to payee

Manual paper
document to up-
date General
Ledger

¢ Manual

Requested by
agency

EFT transfer in-
structions to bank
done by Treasury

General Ledger
transaction can be
completed by
agency or Treas-
ury

Daily distribution
for Tax system
and mental health
are electronic in-
terfaces.

Encumbrances
and 1099 not go-
ing through AP,
just to GL (AP
does not have
ability to record
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electronic pay-
ments)

Also disburse-
ments that we
don't initiate, out-
side body initiates.
For example, pay-
roll tax payments
are initiated by the
IRS.

Reconcile Bank Ac-
count

e Bank File
e ARMS reports

e Manual General
ledger transac-
tions to post
adjustments as
needed

e Manual

e Treasury

Agencies are re-
sponsible for
reconciling their
own accounts.

Treasury performs
one huge recon-
ciliation of ARMS
cash balance to
bank account
(daily)

IBIS — need
spreadsheets to
assist with recon-
ciliation.
Spreadsheets
used to match (ex.
ARMS and agency
batches)

No oversight of
reconciliations be-
tween accounts
and agencies
(probably on a
monthly basis)
Need to monitor
these activities.

Cashiers maintain
manual books, so
3 part reconcilia-
tion between
ARMS, bank and
manual books.
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¢ |f everything com-

ing in electronic,
then system could
reconcile.

Investment System

¢ Monthly pool

Investment system

Executive Finance

Reporting statement — all printed re- Committee Re-
e Annual report to ports ports do not have
districts and complete informa-
: tion. Loans
cgg?ty funds in between Metro
P and King County
funds are not al-
ways shown.
General Ledger Cash | ¢ ARMS GL e Various Out of GL in

Reporting

ARMS
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C. Performance Measures

Cash Management and Treasury Key Performance Measure Examples

Business Func-
tion

Improvement
Opportunity

Benefit

Measurement
Criteria

Comments

Use Concentration
Accounts

e With concentra-
tion accounts
banks auto-
matically clear
out excess
funds in agency
accounts and
forwards the
funds to a sin-
gle account.
Investments are
made from this
single account.

e Cheryl's ac-
count is main
bank acount

Consolidate Bank
Accounts

e The county is
working on this

e We also have 2
AP and 2 pay-
roll accounts
because we
have 2 sys-
tems! What are
bank fees?
Compare to
other counties
of similar sizes.
Ours about
$270,000 bank-
ing services
account. In
2003 we started
charging agen-
cies for their

bank accounts.
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Business Func-
tion

Improvement
Opportunity

Benefit

Measurement
Criteria

Comments

Use controlled dis-
bursements to take
advantage of bank
float

Controlled dis-
bursements is a
technique for
maximizing
bank float by
the use of bank
accounts at re-
mote locations
that will take
longer to clear.
This can be an
expensive best
practice and is
becoming less
effective as the
Federal Re-
serve strives to
make check
clearing more
efficient.

The county’s
current pay-
ment business
processes
maximize float
by only paying
bills when they
are due.

Increase use of
EFT transfers

The county is
currently devel-
oping a
mechanism to
do EFTs
through the
system

Use Lockbox proc-
essing

The county
uses internal
lockbox.

Implement on-line
access to bank
account informa-
tion

Payroll and AP
warrant. Other
checks.

Courts will be
able to look at
bank state-
ments online
and automatic
reconciliations
comes with it.

Implement positive
pay system

06804r10 Appendix C
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Business Func-
tion

Improvement
Opportunity

Benefit

Measurement
Criteria

Comments

Use Petty Cash
rather than manual

Treasury uses

Quickbooks to
checks track manual
warrants.
Use Zero Balance e The county

Accounts

uses zero bal-
ance accounts
on the dis-

bursement and
receivable side

All Financial Busi-
ness Functions

Provide reports
and forms on elec-
tronic media.

Elimination of
forms (ex. Multi-
part), faxes, printed
reports in favor of
automated docu-
ment tracking,
approvals, queries.

% savings of print-
ing, fax and forms
order costs.

YES! This is
needed.
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I11. Critical Success Factors

e  Objectives for the Quantifiable Business Case.

e  Top three things that have to be addressed for the project to be a success?

Combine 2 systems to eliminate reconciliations and gaps

Document management (digital imaging and storage/organization)

Simply interfaces between systems, in particular between property management

and ARMS

Centrally oversee (efficiently), agency bank reconciliation

Automate manual processes, replace batch processes with real-time, provide

better reporting capabilities

Provide adequate training and documentation on systems and processes

. Obstacles and resistance.

06804r10 Appendix C
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Digital image copy accepted as valid (like paper copy) (Just allowed by Feds)

Need to keep up with Fed electronic processes/regulations

People may be resistant to change

Lack of documentation of current processes and systems, when design new

system may overlook needed processes

Technology issues between judicial and executive branch. State district courts
computer systems will not make changes just for county (ex. BARS vs ARMS

codes).

King County, State of Washington
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V. What’s Next?

e  Follow up with individuals to clarify business processes and opportunities.

e Hold a second focus group session to refine/confirm the current business processes, present
proposed business processes, and review high payback processes for additional analysis.

e  Develop costs of current business processes through a survey of agencies.

06804r10 Appendix C King County, State of Washington
160704-12.58 Quantifiable Business Case — Appendix C



C-167

King County, State of Washington

Quantifiable Business Case

Focus Group 2

|
Focus Group: Cash Management and Treasury
Date: March 4, 2004
Time: 9:00 AM to 12:00 PM
Location: Key Tower, Vashon North
Agenda
|

I.  Findings From First Session

Il.  Opportunities for Improvement
1. Analysis of Opportunities

IV. Next Steps

06804r10 Appendix C King County, State of Washington
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I. Findings From First Session

The ARMS system is the county’s official record of all cash activity. Some cash is depos-
ited in IBIS, but it is eventually posted to ARMS. There are many systems updating cash
accounts. Treasury reconciles ARMS cash balances daily.

Having two separate accounting systems creates problems for bank reconciliation; there is
much effort and monitoring required to keep systems. A large portion of the bank recon-
ciliation process ignores cash out of balance in IBIS. Treasury writes journal entries in both
systems to keep them in balance. The interface between ARMS and IBIS must be moni-
tored.

The county has approximately 390 bank accounts (these are not all deposit accounts). The
county has 27 warrant accounts. Agencies are responsible for reconciling their own ac-
counts but there is no efficient oversight for this process.

The Property Tax Billing System (PBS) brings in greatest revenue to county and local ju-
risdictions (2.5 billion annually). The interface between ARMS (property tax interface) and
the PBS is critical. It is difficult to prevent errors in this interface; system reports to help
identify problems are needed. It is difficult to correct problems. Reports with a combination
of PBS and ARMS information are needed.

For the Property Tax Billing System (PBS) and related ARMS interface there is a lack of
institutional knowledge. This will get worse the employees with this knowledge are nearing
retirement. There are just a few people with functional knowledge of the application and no
single ITS analyst that understands the entire system. No one has in-depth knowledge of
how they fit together. The Assessor’s Office is planning to replace the property tax system
(the first step will be a Quantifiable Business Case in the next 6 months).

The county has automated remittance processing equipment, which is used for all deposits
and for posting payments to some receivable systems. Not all county-issued invoices have
magnetic coding on the remittance advice; these cannot be scanned.

District Courts use a State run system, which uses BARS coding rather than county account
codes. Research is needed to map these payments for King County ARMS codes. All
Courts payments are received through the State system. The State system cannot be modi-
fied to meet the county’s accounting requirements.

For Long Term Debt, the county’s investment system reports on cost basis and while the
CAFR uses market value. Investment reports need to be improved to show market value.
There is a need to pick up fair market value in ARMS at end of year.

The investment system calculates gains and losses and passes that information to ARMS

The investment system calculated average daily cash balances by district based on a
download of cash transactions from ARMS. The average daily cash balance is used to allo-
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cate interest income. The allocation process does not handle negative balances corrected,
these must be manually adjusted.

e  Agencies need more timely notification of Bankruptcy proceedings. Accounts where the
customer is in bankruptcy require special handling. There are legal constraints on actions
the county can take against these accounts. Bankruptcy information needs to be coordinated
among county agencies.

° Districts need access to information such as on-line cash balances.

e  Most cash transactions are done in batch through ARMS. Errors cannot be corrected until
the next day. The data entry rules are complex; it takes a year to train someone new. It is
difficult to find people that want to do this type of work. Agencies would prefer to enter
transaction where it originates with centralized processing.

e There is a need for imaging and document management for many finance functions NSF
research is difficult and paper-based. Unless files are sent to records management, they are
most likely not fire, climate, security controlled (access is somewhat controlled). Paper
documents are retained for two to six years.

e  Treasure manages most county investments through the investment pool. In a few cases
Special Districts manage their own investments and provide instructions to Treasury to exe-
cute. These are declining in use.

e  Executive Finance Committee Reports do not have complete information. Loans between
Metro and King County funds are not always shown. Former metro funds don’t link well to
the Inter-fund loan reporting system.

e  Accounts Payable does not have the ability to record electronic payments. These are posted
directly to the General Ledger.

e  Cashiers maintain manual books; a three-part reconciliation between ARMS, the bank and
manual books is required for cash receipts.

e  The Debt Management System (DBC) was replaced about three years ago.

06804r10 Appendix C King County, State of Washington
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I1. Opportunities for Improvement

e  Consolidate data and eliminate redundant processes by moving to a single financial system.
e Implemented document management system (digital imaging and storage/organization)

e Simply interfaces between systems, in particular between property management and
ARMS.

e  Automate manual processes; replace batch processes with real-time entry and edits. Support
distributed data entry with centralized processing.

e Develop standard agency bank account reconciliation procedures. Develop efficient method
for central oversight of agency reconciliation.

e  Automate remittance processing through the use of more invoices that can be scanned.

e Improve the reporting process especially for BARS, Interfund Loans, and reporting of in-
vestments at fair market value.

e  Provide on-line access to banking information including cash balances and warrants cashed.

e Increase usage of electronic payment methods for customers such as EFT, debit cards, and
credit cards.

e  Provide a mechanism for timelier, coordinated notification of bankruptcy proceedings.

e  Focus group participants did not identify any debt management issues or improvement op-
portunities.

06804r10 Appendix C King County, State of Washington
160704-12.58 Quantifiable Business Case — Appendix C



C-171

[11. Opportunity Analysis

A. Analysis of Proposed Changes
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types of
bankrupt-
cies

can't bill)

¢ Integrate
with Dis-
trict Courts

e Bankruptcy
courts
have da-
tabases
which can
provide in-
formation
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