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Attachment A
King County Department of Executive Services



Proviso Response for:
· Standardization of King County Enterprise Financial, Budget and Human Capital Management Systems 
· 2015/2016 Standardization Work-plan, Deliverables and Anticipated Benefits

FBOD Budget Proviso Report to Council Ordinance 17941, Section 117 | June 2015| 

INTRODUCTION AND EXECUTIVE SUMMARY

This report addresses the council’s 2015-2016 budget proviso which calls for an update on policies and procedures for electronic payment fees by June 30, 2015 to align the report with planned deliverables of the Electronic Payments Expansion Project.

Also addressed in this report is the proviso request for an analysis of fee payment policies specific to four IT projects approved as part of the 2015-2016 budget.  The four projects are:

1. Records and Licensing software application replacement project;
2. Department of Judicial Administration’s Superior Count Management Information System replacement;
3. Parks facilities scheduling system replacement; and 
4. District Court unified case management.  

The purpose of the Electronic Payment Expansion Project is to expand the use of credit cards and other forms of electronic payments to make is easier for customers to conduct their business with King County.  In 2014, at the request of the Executive’s office, the Finance and Business Operations Division (FBOD) renewed its effort to expand the number of County services accepting credit cards and other forms of electronic payments, with a focus on both online and point-of-sale (POS) payment methods. To kick-off this project, FBOD hosted an Electronic Payments Summit in March 2014. Since that time, a small project team has worked on several foundational issues, including gaining Council approval for a countywide Electronic Payment Expansion Project in the 2015-2016 budget.

Given the magnitude of this endeavor, the countywide technology project is progressing through three sequential phases between 2015 and 2016:  (1) development of an Electronic Payments Management Plan that will establish the policy and strategic framework for project implementation; (2) an update of policies/procedures based on the management plan and the development of requirements that would guide the selection of a new eCommerce vendor during phase three; and (3) a competitive process that would award a multi-year contract to an eCommerce vendor to support the County’s proposed enterprise framework for electronic payments, with an emphasis on expanding online and point-of-sale (POS) applications.  FBOD is currently developing the Electronic Payments Management Plan and the final version is due for completion by June 30, 2015.  Figure 1 provides an overview of the project timeline.


Figure 1.  Project Timeline
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Summary of Recommendations 

At the State level, the statutory requirements associated with electronic payments allow county treasurers to accept credit cards if a payer covers the transaction fees.  For all non-tax related payments, State law also allows county councils to grant exceptions allowing counties to absorb transaction fees when it serves in the best interests of the county or a special purpose district.  For tax related payments, such as the payment of property taxes, transaction fees may not be absorbed.  The King County Code models the State law and is based on the premise that a department or agency will charge a customer for the cost of an electronic payment unless the King County Council has given its approval to absorb these costs.   

As a result of work undertaken by the Electronic Payments Expansion Project team to date, preliminary recommendations are summarized below.  These preliminary recommendations related to transaction fees remain subject to modification and will be addressed in greater depth in the final Electronic Payments Management Plan.

1. Develop standard practices for determining electronic payment transaction fees.  Current processes and practices are largely decentralized to the point that no standard business process exists between agencies on determining how to apply electronic payment transaction fees to customer purchases.  Standardization of business practices should alleviate confusion and guesswork in this area and create less confusion for customers. A well-crafted, flexible transaction fee policy should provide a framework for the County and County agencies to remain current with the industry’s changing environment while reducing the number of exceptions applied for.  

2. Apply “fee bucket” framework and implement cost recovery principles.  Agencies will fall into one (or possibly more) of the following “fee buckets.”  This will be a helpful framework for understanding various fee structures and impacts on customers.

· Legally restricted from absorbing fees.
· Budget constraint prohibits absorbing fees.
· Actual or predicted revenue allows for absorbing fees.
· Pricing structure allows for absorbing fees.
· Other consideration for absorbing fees e.g. promoting customer goodwill, etc.

General cost recovery principles that apply to the above “fee buckets” include:

· Agencies should submit a Business Case Assessment to FBOD for review. Facilitation and coordination of all electronic payment services is made through FBOD.
· Agencies should use a standard “Service Fee Pricing Structure” to determine fees.  This will help create alignment of fee policies, both for absorbed fees and customer paid fees.
· Agencies should have flexibility to choose payment channels that best meet the needs of their customers e.g. online, point-of-sale, mobile technology.
· Agencies should utilize the County’s designated back-end payment processor for ensuring standard practices involving settlements, reconciliations, reporting, chargeback handling, and refund issuance.  Any exceptions should be rare with compelling arguments supporting a non-standard approach. 
· Agencies that accept POS payments should capture a customer signature to protect against possible chargeback liability.
· Customers should be required to accept the County’s standard terms and conditions agreement prior to making an online payment.
· Agencies should be required to complete a readiness assessment prior to launching a new electronic payment application.
· The County’s selected electronic payment vendor should be capable of providing periodic guidance on transaction fees to agencies.
· FBOD, King County’s Information Technology (KCIT) department, and agencies utilizing electronic payments must keep pace with evolving legal, industry requirements and security threats. 
3. Clarify when exceptions are allowed to the electronic payment fee policy.  The exceptions fall under two categories described below.  These exceptions will be explored in more detail as part of the forthcoming Electronic Payments Management Plan.

-Exceptions to Service Fee Model (absorbing fees).  An agency desiring to absorb transaction fees should meet criteria such as:
· The agency’s average transaction amounts are very low.
· The agency can demonstrate strong customer adoption rates to offset transaction fee costs.
· The agency’s pricing structure is set to recover transaction fee costs.
· The agency has the Council’s approval, based on review by the Office of Performance Strategy and Budget (PSB) and FBOD. 

-Exceptions for using the County’s designated payment gateway or the County’s designated vendor for back-end payment processing.  The County’s payment gateway facilitates a secure online payment between an agency’s storefront application and the County’s vendor payment processor.  The Electronic Payment Management Plan will consider the costs/benefits of remaining with a County-owned payment gateway or moving to a vendor supported payment gateway.  Any agency desiring to utilize an alternate gateway or alternate back-end payment processor would need to meet conditions or criteria such as:  
· FBOD must review RFP specifications prior to RFP advertisement.
· Vendors should demonstrate flexibility in connecting to the County’s designated payment gateway or to the County’s designated payment processor. 
· Vendors must demonstrate they are compliant with Payment Card Industry (PCI) standards.  
· Vendors must demonstrate they can interface with the County’s financial system of record.
 










COUNCIL PROVISO

For reference, the proviso in Council Ordinance 17941, Section 117, P1, is excerpted below.  The proviso applies to the Finance and Business Operations Division (FBOD).

“Provided That:

Of this appropriation, $200,000 shall not be expended or encumbered until the executive transmits a report on updated policies and procedures for electronic payment fees and a motion that approves the report, and the motion is passed by the council.  The motion shall reference the subject matter, the proviso’s ordinance, ordinance section and the proviso number in both the title and body of the motion.

The policies and procedures document shall include, but not be limited to, a description of:
A. Any state statutes regarding electronic payment fees;
B. Recommended fee and cost recovery principles for electronic payments;
C. Recommended policies for determining the need for and granting exceptions to electronic fee payment policies; and
D. Analysis of fee payment policies specific to the following projects:
1. Records and licensing software application replacement project;
2. Department of Judicial Administration Superior Court Management Information System (SCOMIS) replacement;
3. Parks facilities scheduling system replacement; and
4. District Court unified case management.

The executive must file the policies and procedures document and motion required by this proviso by March 31, 2015, in the form of a paper original and an electronic copy with the clerk of the council, who shall retain the original and provide an electronic copy to all councilmembers, the council chief of staff, the policy staff director and the lead staff for the budget and fiscal management committee, or its successor.”   (Note:  The deadline for the report was subsequently extended to June 30, 2015, see letter from Executive in Appendix I).

	


REPORT ON UPDATED POLICIES AND PROCEDURES FOR ELECTRONIC PAYMENT FEES

Electronic Payment Fee Statutes

Electronic payment fees are governed by a combination of Washington State laws and King County Code.  The relevant fee statutes at the County and State level are summarized in the Tables 1 and 2 below respectively.  

State law draws a distinction between fees for non-tax and tax electronic payments. For the myriad of non-tax payments, RCW 36.29.190 specifically indicates the payer “shall bear the cost of processing the transaction in an amount determined by the treasurer” unless legislative authority decides it is in the best interest not to charge the payer the cost of processing the transaction for nontax payments received by the County treasurer.  For tax related payments, which include the payment of real and personal property taxes, State law mandates that counties pass on the costs of transactions to the taxpayer.  Counties cannot exercise discretionary authority to absorb fees for the payment of taxes.  

State statutes include provisions for fees involving court related costs, vehicle operators and vehicle and vessel certificates, and health records.  RCW 36.23.100 specifically indicates that for all fees and moneys due to the court via the county clerk, the payer desiring to pay by electronic means “shall bear the cost of processing the transaction.”  RCW 46.01.235 allows the Department of Licensing “to establish a convenience fee to be paid by the credit or debit card user” for driver licenses and vehicle and vessel certificates.  This statute applies to the Washington State Department of Licensing, and applies to King County to the extent that the Records and Licensing Services Division has a contract to act as subagent for state licensing purposes.  Lastly, RCW 70.58.107 specifically addresses electronic payments made to local registrars for Department of Health records, which “may be subject to an additional fee consistent with the requirements established by RCW 36.29.190.”

County Code requires that transaction fees be passed on to customers and that agencies wishing to absorb fees must receive the approval of the Council.  Currently, with Council approval in the 2015-2016 biennial budget, the following agencies absorb the cost of transaction fees for electronic payments:

· DES Records and Licensing Services (pet licensing, pet donations, pet adoption)
· District Court (court fines and fees)
· DNRP Parks and Recreation (equipment and facility rentals, class registration)
· DNRP Solid Waste Division (trash disposal fees)
· DNRP (wastewater capacity charges)
· DOT Marine Division (foot ferry fares)
· DOT Metro Transit (bus and rail services)
· DPER (permits)
· Public Health Dept. Environmental Health (clinic fees and permits)

A more comprehensive listing of transaction fees by agency is found under “Electronic Payment Fee Cost Recovery Principles” later in this report.

Also per King County policy, the Director of FBOD must approve the use of transaction fees for electronic payments and the methodology used in calculating it.  This is currently managed by requiring submission of an Electronic Payments Business Case assessment by the agency requesting to implement new or substantially changed electronic payments systems for customers (see Appendix II for link to template).  No changes to this requirement are planned and FBOD will continue to look for ways to strengthen it in the future.  Further, FBOD will retain lead responsibility for the oversight and management of the electronic payment fee policy. The County policy derives its authority from King County Code 4A.601 Electronic Payments.


Table 1.  State of Washington Electronic Payment Fee Statutes
	Policy or Code	
	Summary

	RCW 36.29.190
Acceptance of payment by credit cards, charge cards, and other electronic communications authorized —
Costs borne by payer —
Exception.
	County treasurers are authorized to accept credit cards, charge cards, debit cards, smart cards, stored value cards, federal wire, and automatic clearinghouse system transactions, or other electronic communication, for any payment of any kind including, but not limited to, taxes, fines, interest, penalties, special assessments, fees, rates, charges, or moneys due counties. A payer desiring to pay by a credit card, charge card, debit card, smart card, stored value card, federal wire, automatic clearinghouse system, or other electronic communication shall bear the cost of processing the transaction in an amount determined by the treasurer, unless the county legislative authority or the legislative authority of a district where the county treasurer serves as ex officio treasurer finds that it is in the best interests of the county or district to not charge transaction processing costs for all payment transactions made for a specific category of nontax payments received by the county treasurer, including, but not limited to, fines, interest not associated with taxes, penalties not associated with taxes, special assessments, fees, rates, and charges. The treasurer's cost determination shall be based upon costs incurred by the treasurer and may not, in any event, exceed the additional direct costs incurred by the county to accept the specific form of payment utilized by the payer.

	RCW 36.23.100
Electronic payment of court fees and other financial obligations--Authorized.
	County clerks are authorized to accept credit cards, charge cards, debit cards, smart cards, stored value cards, federal wire, and automatic clearinghouse system transactions, or other electronic communication, for payment of all fees and moneys due the court under RCW 36.18.012 through 36.18.020, and for the payment of court-ordered legal financial obligations of criminal defendants which include, but are not limited to, fines, fees, assessments, restitution, and crime victims' compensation, consistent with RCW 36.48.010, 36.48.080, and 36.48.090. A payer desiring to pay by credit card, charge card, debit card, smart card, stored value card, federal wire, and automatic clearinghouse system transactions, or other electronic communication shall bear the cost of processing the transaction.

	RCW 46.01.235
Payment by credit or debit card.
[Dept. of Licensing]
	The department may adopt necessary rules and procedures to allow use of credit and debit cards for payment of fees and excise taxes to the department and its agents or subagents related to the licensing of drivers, the issuance of identicards, and vehicle and vessel certificates of title and registration. The department may establish a convenience fee to be paid by the credit or debit card user whenever a credit or debit card is chosen as the payment method. The fee must be sufficient to offset the charges imposed on the department and its agents and subagents by credit and debit card companies. In no event may the use of credit or debit cards authorized by this section create a loss of revenue to the state.

	RCW 70.58.107
Fees charged by department and local registrars
[Dept. of Public Health]
	Local registrars shall charge the same fees as the state as hereinabove provided and as prescribed by department regulation except in cases where payment is made by credit card, charge card, debit card, smart card, stored value card, federal wire, automatic clearinghouse system, or other electronic communication. Payment by these electronic methods may be subject to an additional fee consistent with the requirements established by RCW 36.29.190. All such fees collected, except for seven dollars of each fee collected for the issuance of birth certificates and first copies of death certificates and fourteen dollars of each fee collected for additional copies of the same death certificate ordered at the same time as the first copy, shall be paid to the jurisdictional health department.




Table 2. King County Electronic Payment Fee Policies and Code
	Policy or Code
	Summary

	King County Code 4A.601  ELECTRONIC PAYMENTS
Section 4A.601.010  Policies - Convenience and Transaction Fees
	A. Requests to accept electronic payments must be initiated by the affected department or agency.  A department or agency is not required to accept electronic payments for any service it provides.
B. A department or agency may accept electronic payments for a service it offers, only if the person making the payment bears the transaction fee in such an amount as determined by the finance and business operations division in accordance with state law.
C. A department or agency may absorb the costs associated with electronic payment transactions, only if the council has given its approval to do so and absorption of the transaction fees does not conflict with state law, this chapter or established county policy.
D. A department or agency may accept electronic payments for tax payments, including interest, penalties and other amounts associated with taxes, only if the person making the payment bears the transaction fee in such an amount as determined by the finance and business operations division in accordance with state law.
E. A department or agency may accept electronic payments for specified nontax payments, including but not limited to code enforcement fines and penalties, special assessments, school and road mitigation payments, and fines, restitution and interest imposed by courts, only if the person making the payment bears the transaction fee in such an amount as determined by the finance and business operations division in accordance with state law.
F. If a department or agency collects payments to be shared with another state or government agency, the department or agency may absorb the cost of the transaction fees, only if the benefits to the county are greater than the transaction fees, as determined by the head of the department or agency, and if approved by the council.  A department or agency that collects those types of payments may enter into negotiation with other state or governmental agencies regarding the sharing of transaction fees, unless the share of payment collected to be paid to the other agency is specified by state law.
G. The finance and business operations division shall develop and administer a comprehensive countywide request for proposal for credit card services.  The finance and business operations division shall award and administer agreements for the services.  A department or agency may not enter into such an agreement without the written consent of the manager of the finance and business operations division.
H. Electronic payments may be accepted in person, over the phone, by fax, by mail or through the Internet, as determined appropriate by the head of each department and agency and as is consistent with this chapter and any agreement for electronic payment services.
I. Convenience fees may be added to electronic payments processed through an interactive voice response system or through the Internet.  The convenience fee may be calculated to cover any transaction costs borne by the department or agency and may include a fee for expedited transaction processing.  A department or agency may not impose a convenience fee unless the manager of the finance and business operations division has approved the fee.
J. A department accepting electronic payments shall include transaction fees in its annual budget unless the customer pays the transaction fees.

	King County Code 4A.601
ELECTRONIC PAYMENTS
Section SA.601.030 Initiating Acceptance - Council Approval for Absorbing Costs
	A. A department or agency may initiate the acceptance of electronic payments without council approval, only if the person making the payment bears the transaction fee in such an amount as determined by the finance and business operations division in accordance with state law.
B. A department or agency wishing to absorb the costs associated with electronic payment transactions shall receive council approval to do so.  The process for receiving council approval is as follows:
1. The department or agency must submit to the budget office and to the finance and business operations division a formal request to initiate acceptance of electronic payments along with a business analysis that, at a minimum, describes any combination of the service or services and product or products for which the electronic payment option is to be offered, assesses the benefits of absorbing the transaction costs associated with these payments, projects the annual fiscal impact of absorbing transaction costs over a three-year horizon, documents legal or contractual obligations that would be affected by acceptance of electronic payments and adequately cites or includes as attachments any documentation supporting its business analysis. The council encourages the executive to develop an electronic payment business analysis template for use by interested agencies; and 
2. If the budget office agrees that absorbing the transaction costs serves the best interests of the county, and if the finance and business operations division confirms that the proposal meets its electronic payment processing protocol, the executive may transmit an appropriation request to the council.  The transmittal package must include the department or agency business analysis on which the original request is based.  The council encourages submittal of the electronic payment appropriation requests as part of the annual budget.

	King County Code 4A.601
ELECTRONIC PAYMENTS
Section 4A.601.100  Electronic Payments - Animal Care and Control and Pet Licensing
	The records and licensing services division is authorized to accept electronic payments for animal care and control and pet licensing purposes, including for all fees and penalties in K.C.C. 11.04.035.  The records and licensing services division is authorized to absorb the operational and business costs of accepting these electronic payments, including bank and processing fees charged by electronic payment vendors, subject to appropriation authority being provided by the county council.  (Ord. 16861 § 6, 2010.  Formerly K.C.C. 4.100.100).

	King County Code 4A.601
ELECTRONIC PAYMENTS 
Section 4A.601.120  Electronic payments
	The district court is authorized to accept electronic payments of fees, fines, costs and other charges at any district court location.  The district court is authorized to absorb the operational and business costs of accepting these electronic payments, including bank and processing fees charged by electronic payment vendors, subject to appropriation authority being provided by the county council.  (Ord. 17230 § 1, 2011.  Formerly K.C.C. 4.100.120).

	King County FIN 8-5 (AEP) Accepting Electronic Payments
	6.4  Convenience and Transaction Fees
6.4.1  A convenience fee greater than the cost of a payment vendor's transaction fee may be charged to the customer for an electronic payment
6.4.1.1 Convenience fees may be calculated to recover all or a portion of a payment vendor's transaction costs, as well as any additional direct costs borne by the agency (e.g., agency costs for expedited processing)
6.4.1.2 Use of a convenience fee and the methodology used in calculating it must be approved by the Finance Director prior to an agency accepting electronic payments, and be in accordance with the contracts the county has established with its payment vendors
6.4.2  An agency that chooses to absorb all or a portion of the transaction costs from a payment vendor--as opposed to passing this fee on to the customer--must comply with county regulations and Washington State laws governing the absorption of fees
6.4.2.1 No agency may absorb the cost of transaction fees without written consent of the King County Council
6.4.2.2 No agency may absorb the cost of transaction fees where such absorption is strictly prohibited by State Law (RCW 36.29.200). This restriction applies to payments involving taxes and certain special assessments




Electronic Payment Fee Cost Recovery Principles

The regulatory environment involving electronic fees is complex and rapidly changing.  This section of the report provides background context and explains key terms, then turns to recommended cost recovery principles for County agencies.  

As the world’s largest credit card network association, Visa leads the industry in innovation and policy setting.  In particular, Visa plays a prominent role in influencing or setting transaction fee levels for online, point of sale, and other forms of electronic payments.  There are also federal regulations in place that govern interchange costs for credit/debit cards and Visa’s fee setting rules are set within these general boundaries.  

In response to customer demand, industry trends and changing regulatory climates, Visa has developed financial services products that are deployed worldwide in both the commercial and government sectors.  Over time, the other networks (MasterCard, Discover, American Express) typically adopt similar policies.  Figure 2 summarizes the three types of fee models that may be used by merchants today.  

Figure 2.  Comparison of Electronic Payment Transaction Fee Models (Visa chart)
[image: ]
Figure 2 illustrates several important factors that come into play when considering accepting electronic payments.  These and other definitions include:

· Transaction fee models.  Transaction fees are charged to customers by the merchant when credit/debit cards are used to make a purchase.  Transaction fees are the sum of fees calculated separately by the card-issuing bank, the payment processor, and the credit card network (e.g., Visa) to cover processing expenses.  Federal regulations allow merchants to charge transaction fees subject to one of three models:  Convenience Fee, Service Fee, and Surcharge.  In the context of this report, the Service Fee model is associated with government-related MCCs (Merchant Category Codes, see definition below).  

Effective on November 5, 2012, Visa established the VISA Government and Higher Education Payment Program to better support the growing number of payments involving government agencies and universities/colleges.  A merchant such as King County has the option to either absorb the transaction fee as a cost of doing business or adding it to the customer’s principal amount, thereby passing the cost on to the customer.  For example, if the customer’s principal amount is $100, and the transaction fee is a variable rate of 2%, the ultimate revenue posted by a merchant absorbing transaction fees is $98 ($100-$2).  In this case, the customer is charged the lump sum $100.  On the other hand, a merchant passing the cost on to the customer will post revenue of $100, but the customer will be charged $102 ($100+$2).   

· Registration Required:  Per policies established by credit card networks, to be eligible for certain credit card programs, such as Surcharging, a merchant must register by application through the bank that processes and settles a merchant's daily credit card transactions.

· Merchant (of Record):  An owner or operator, such as King County, of any business mercantile establishment.  

· Merchant Category Codes (MCC):  Every business that applies to accept credit cards is assigned a four-digit number by the credit card networks called a merchant category code, or MCC.  They were originally created to simplify 1099 reporting for commercial cardholders.  The number denotes the type of business or service it is in.  Merchant category codes are used by credit card networks to categorize, track or restrict certain types of purchases, and may affect the underlying transaction fees.  There are specific MCCs designated for government agencies such as King County.

· Channel:  A payment channel is the method or portal by which the customer chooses to make payments.  In today’s electronic commerce environment, among the most ubiquitous includes web-based online services, over the counter point-of sale (POS) services, telephone interactive voice response (IVR), and, increasingly, mobile technology.

· Amount type:  Depending on the transaction fee model selected, transaction fees charged to customers may be either a fixed amount, or calculated based on a variable percentage of the principle owed.  In many cases the merchant has discretion over which type to use, fixed or variable.
  
As a government organization, the Service Fee model is used by King County agencies that accept electronic payments.  The overwhelming majority of payments made for government services fall under qualified MCCs governed by this model.  Further, within the government sector, it is the most flexible of the three fee models, allowing for payments via credit or debit cards in all channels.  Note that a limited number of exceptions exist, including certain health or utility payments, but these currently do not impact King County customers.  Should an exception arise, the fee type will then be determined by the MCC selected.  

In general, the Surcharge model does not apply to King County.  Available to merchants beginning January 27, 2013, the Surcharge Fee was the result of a settlement agreement between the Payment Card Industry, namely Visa, and commercial retail merchants who wanted to add a fee to the price of items sold.  Prior to this time, commercial retailers were allowed to pass fees on to customers only under limited circumstances.  It is a principle reason why Visa expanded its Visa Government and Higher Education Payment Program for the government sector.  Among the fee models, this is the most restrictive, particularly in fee structure, ability to change fees, and customer notification.  FIS, our project consultant notes that it “is not a popular plan and is causing some backlash from the public … We have only a couple non-government clients utilizing this today.”  The Electronic Payment Management Plan will prohibit the use of this fee model in its current form.

Relating to cost recovery principles, in keeping with their diverse missions and the diverse populations they serve, agencies reported a broad set of reasons that influenced their internal fee policy.  Our analysis reveals that agencies with budget flexibility are more apt to absorb fees as a cost of doing business.  The Metro Transit ORCA regional system, and DNRP’s wastewater capacity charges, are two examples of this.  High electronic payment volumes produce sufficient revenue flexibility to allow these agencies to absorb transaction costs within their budget.  Further, some agencies, like Records and Licensing (pet adoption services), may be willing to absorb transaction costs as a means to encourage customers to use credit/debit cards to pay for services.  By absorbing the transaction fees the agencies can more readily make the service accessible and convenient for the constituent but also shift away from high cost in-person transactions to more efficient web and IVR transactions.

Other agencies are unable to accommodate absorbing transaction fees due to budget constraints.  District Court is an example of an agency operating under a severely constrained budget.  The revenue generated does not offset the added costs of absorbing transaction fees without negatively impacting other areas of operation.  The District Court also serves as a pass-through agent to distribute funds to victims and state agencies.  It is not possible to embed transaction costs in these pass-through funds.  The pass-through issue is not uncommon in other County agencies.  Lastly, some agencies, like FBOD Treasury Operations, are restricted by state law which prohibits absorbing transaction fees for customers making property tax payments via credit/debit card. 

Table 3 summarizes all King County agencies that accept electronic payments from customers (or are in the process of implementing electronic payment services) and whether fees are absorbed or passed on to customers in the form of a service fee.  The last column in Table 3 highlights the primary justification for why a fee is absorbed or passed on to a customer.

Table 3.  Electronic Payment Transaction Fee Environment in King County
	Dept. or Agency
	Division/ Section
	Program
	Payment Type
	Transaction Fees
	Justification

	DAJD
	Adult and Juvenile Detention
	Adult Inmate Accounts
	Online
	Service
	Independent vendor operation, no impact on DAJD budget

	DES
	Finance and Business Operations
	Property Taxes
	POS/Online
	Service
	Required per RCW 36.29.190

	DES
	Records and Licensing Services
	Pet Animal shelter donations
	Online
	Absorb
	Encourage donations

	DES
	Records and Licensing Services
	Shelter Services
	POS
	Absorb
	Encourage use of electronic payments

	DES
	Records and Licensing Services
	Pet Licenses
	Online
	Service
	Considered an operating expense

	DES
	Records and Licensing Services
	Pet Adoption fees
	Online
	Absorb
	Encourage use of electronic payments

	DES
	Records and Licensing Services
	For-hire vehicle licenses
	POS
	Service
	Consistency with charges for other vehicle licenses

	DES
	Records and Licensing Services
	Vehicle/boat licenses
	POS
	Service
	State operated system

	DJA
	DJA
	Filing Fees
	Online
	Service
	Budget constraints

	DJA
	DJA (pending)
	Filing Fees
	POS
	Service
	Budget constraints

	DNRP
	Wastewater Treatment
	Capacity Charges
	Online
	Absorb
	Transaction volume offsets cost

	DNRP
	Parks and Recreation
	Facility Rentals & Classes; parking
	POS
	Absorb
	Customer goodwill

	DNRP
	Solid Waste
	Transfer station fees
	POS
	Absorb
	Transaction volume offsets cost

	DOT
	Metro Transit
	Transit Pass Sales ORCA
	POS/Online
	Absorb
	Transaction volume offsets cost

	DOT
	Marine Division
	Water Taxi Fares ORCA
	POS
	Absorb
	Transaction volume offsets cost

	DPER
	Development Services (pending)
	Construction permits
	Online
	Absorb
	Built into fees charged for services

	DOT
	Fleet (pending)
	Vehicle maintenance services
	POS
	Service
	Considered a customer expense

	KCDC
	District Court
	Fines and fees
	POS
	Absorb
	Agency policy

	KCDC
	District Court
	Fines and fees
	Online/IVR
	Service
	Budget constraints

	KCE
	Elections
	Candidate filing fees
	Online
	Service
	Considered a customer expense

	KCIT
	GIS (pending)
	Class Registrations
	Online
	Service
	Considered a customer expense

	PHSKC
	Public Health Centers
	Clinic fees
	POS
	Absorb
	Customer goodwill

	PHSKC
	MEO/Vital Statistics
	Birth and Death Certificates
	Online
	Service
	Budget constraints

	PHSKC
	Environmental Health
	Environmental health permits
	POS/Online
	Absorb
	Customer goodwill

	Superior 
Court
	Family and Juvenile Court
	Various court fees
	POS
	Service
	Budget constraints



Prior to discussing general cost recovery principles for electronic payment transactions, it is helpful to view County agencies as falling into one (or possibly more) of the following “fee buckets.”

a) Legally restricted from absorbing fees.  Agencies must follow regulatory codes pertaining to charging electronic payment transaction fees, where they exist.  For example, RCW 36.29.190 specifically requires that electronic payment transaction fees be charged to customers for property tax payments.  The underlying intent of this law is that taxpayers, not governments, should pay for the convenience of using electronic payment options.  

b) Budget constraints prohibit absorbing fees.  Agencies operating under a restricted budget have a low risk tolerance for absorbing fees; therefore they must have the flexibility to charge customers the cost of electronic payment transactions.  In this case, higher electronic payment transaction volume does not necessarily make absorbing fees any more economically feasible.  In fact, it may be easier for an agency with budget constraints to absorb fees in situations with low rather than high payment volumes because lower volumes result in less total transaction costs to absorb.

c) Actual or predicted revenues allows for absorbing fees.  Customers who do not have to pay a separate transaction fee are more likely to use or “adopt” electronic payments as their preferred means of payment.  This may help sustain current revenue flows or possibly generate increased revenues for agencies.  Consequently, agencies generating sufficient electronic payment revenue to absorb electronic payment transaction costs within their budget, or with budgetary flexibility due to other revenue streams, may do so as part of their “cost of doing business.”  Similarly, agencies that anticipate increased customer demand for services, and therefore increased revenue from offering electronic payment options to customers, may cite this as a reason for absorbing transaction fees. In both circumstances, agencies assume the full impact of absorbing the transaction fees.

d) Pricing structure allows for absorbing fees.  Agencies have the option to build in the average transaction cost of electronic payments into an agency’s fee or pricing structure for products/services.  For certain agencies, having this cost of doing business “pre-electronic loaded” would essentially eliminate the need to charge the customer a transaction fee.  There is the added risk, however, that the predicted average transaction cost could change and this may force an agency to temporarily absorb a portion of the costs for the transaction fees until such time that a new pricing structure could be implemented.    

e) Other considerations for absorbing fees.  Other factors that may be cited to absorb transaction fees include promoting customer goodwill or taking into account equity and social justice considerations.  In some instances, charging transaction fees may add undue strain to the finances of targeted customer populations that use certain services to a greater degree e.g. public health services.  These agencies, with the consent of County decision makers, may make the policy choice to absorb fees so that they can better provide access to services for their targeted customers.

The general cost recovery principles that apply to these fee buckets are briefly discussed below.  FBOD intends to incorporate these principles into the forthcoming update of policies and procedures for governing electronic payments to promote the alignment of fee policy across the County.  The policies and procedures will be consistent with the strategic framework and recommendations that will be part of the Electronic Payments Management Plan.

1. Agencies should complete an Electronic Payments Business Case assessment and make a recommendation as to which fee policies and models apply to their particular electronic payment application.

2. Agencies will be encouraged to standardize on the “Service Fee” pricing structure.  This approach will help agencies to understand the fees that will be absorbed and create alignment of fee policies across all County agencies.  In its current form today, the Surcharge Fee will be specifically prohibited.  The Convenience Fee may be an alternative to the Service Fee if a product/service is not eligible to use a Service Fee.

3. Agencies should have the flexibility to implement payment channels and payment types that will best meet its consumer’s needs and drive the adoption of electronic payments.

4. Agencies should utilize the County’s designated back-end payment process vendor to provide predictable pricing and standard countywide processes for settlements, reconciliations, reporting, chargeback handling, and refund issuance.  Exceptions to this principle should be rare with a compelling argument that justifies a waiver from the standard.

5. Agencies that accept a POS payment should capture a signature from the customer; this protects an agency from incurring added costs involving chargebacks.

6. For any customer facing website that allows for online electronic payments, customers should not be able to make a payment unless they agree to the County’s standard terms and conditions.  This is considered a best practice for any retail business or government.

7. Prior to launching a new electronic payment application, agencies should complete a readiness assessment.  The purpose of the readiness assessment is to ensure agencies have a clear understanding of all implementation requirements, including an understanding of PCI compliance standards and an understanding of the assumptions, estimates, support requirements and risks associated with the payment channel and their fee model.

8. The County’s selected vendor for processing electronic payments should have the capability to:
a. Periodically assess the reasonableness of transaction fees for agencies absorbing or not absorbing fees.
b. Assist agencies with analyzing and development fee models, both for utilizing Service Fees and absorbing fees.
c. Make recommendations that could make electronic payment processes less costly and more efficient.

9. FBOD, KCIT and agencies utilizing electronic payments must keep pace with evolving legal, industry requirements and security threats.

These principles will be fleshed out in greater detail in the final Electronic Payments Management Plan, with the overall goal of enhancing the customer experience and minimizing added costs to the County and constituents.

Electronic Payment Fee Policy--Granting Exceptions

There are two types of exceptions granted under the County’s current electronic payments policies.  The first exception occurs when an agency is requesting to absorb fees rather than pass them on to a customer.  This exception requires a combination of approvals from FBOD, PSB and the Council.  The second exception occurs when an agency does not want to use the County’s designated gateway for payments, often referred to as the “payment gateway” or “payment engine.”  This exception must be granted by the FBOD director in consultation with KCIT staff.

Our analysis indicates that these exceptions are common practices in the County’s current electronic payment environment.  In fact, about 70% of agencies now accepting electronic payments are operating under either one or both of these exceptions to the standard policies.  

Table 4 lists specific details of applications operating with an exception for services, or pending services, reported in the following discussion.

-Exceptions to Service Fee model (absorbing fees)

Consistent with current County Code and policies, an agency wishing to absorb fees must make a case for this approach as part of a business case analysis.  Currently, there are no stated criteria for granting the exceptions.  The policies and procedures should be updated to include the following evaluation criteria.

· The agency has average transaction amounts that are very low and adding on a fee would likely be a major barrier for customer adoption.
· The agency can demonstrate strong customer adoption rates by absorbing fees, with increasing payments generating revenues or reducing administrative costs that more than offset the cost of absorbing fees.
· The agency has a pricing structure for its products/services and the prices will be set to recover the costs of an electronic transaction.
· The agency has a Council adopted budget that includes the cost of absorbing fees. 
  
The current County policy states that “no agency may absorb the cost of transaction fees without written consent of the King County Council.”  The County Code, however, does not mandate written consent and only indicates that Council approval is required:  “A department or agency wishing to absorb cost associated with electronic payment transactions shall receive council approval to do so.”  The Code also outlines the following process for approving the absorption of transaction fees:

“If the budget office agrees that absorbing the transaction costs serves the best interests of the county, and if the finance and business operations division confirms that the proposal meets its electronic payment processing protocol, the executive may transmit an appropriation request to the council.  The transmittal package must include the department or agency business analysis on which the original request is based.  The council encourages submittal of the electronic payment appropriation requests as part of the annual budget.”

Historically, County agencies wishing to absorb fees have received approval from the Council via the adoption of the budget.  FBOD compiles a list of agencies that are planning to absorb fees during the upcoming budget cycle.  PSB ensures that agencies have expenses in their requested budgets to allow for the absorption of fees.  When the Council ultimately approves the adopted budget, then the Council is considered to have granted their approval.

With the County’s move to a biennial budget, this may pose a challenge for some agencies that may make a request to absorb fees and then have to wait an extended time period for Council adoption of the budget.  There is the opportunity for an agency to received approval earlier than a two year cycle by submitting a request as part of an annual omnibus supplemental appropriation or as part of a separate supplemental budget appropriation request.  

The Council may want to consider a change to County Code and delegate the final approval authority to PSB and FBOD as this would help expedite new electronic payment applications without waiting for approval via the biennial budget cycle or annual supplemental appropriations.  Another option to consider is for agencies that are building the cost of electronic payment transactions into the pricing of their services.  For these agencies, Council approval could occur as part of the process for updating fees.

-Exceptions to using County’s designated payment gateway (also called “payment engine”)
 
In 2004, the County completed the development of a payment gateway that is designed to facilitate secure, online payment processing between an agency’s storefront (a web-based shopping cart application) and the County’s vendor payment processor (FIS). The County’s payment gateway’s function is to protect credit card details by encrypting sensitive information, including credit card numbers, to ensure that the customer’s information is passed securely between the agency’s storefront and the vendor payment processor. The payment gateway does not store credit card numbers; it rapidly hands-off this information from the storefront to the payment processor.  The County’s vendor payment processor settles payments at the back-end of transactions with various banks, which are then posted to the County’s Treasury bank accounts. 

With the rollout of new ecommerce applications in 2004, an Executive policy mandated the use of the County’s payment gateway unless an exception was granted by the FBOD director.  The current policy was intended to promote standardization across the County where “all business applications shall use the county's eCommerce payment system to achieve efficiencies, lower costs, common technology, common payment practices and modern security/privacy standards.”  The Executive policy was silent about the mandated use of a County-designated vendor payment processor.

Since 2004, many agencies have been granted an exception to the payment gateway policy.  Currently, there are 8 applications using the County’s payment gateway while 11 others have been granted exceptions to using the County’s gateway.  The main reason for granting exceptions is that some vendors are not able or willing to use the County’s payment gateway.  For example, the electronic payment application used for ORCA cards is part of a negotiated regional system that uses a separate payment gateway from the County. Other examples where exceptions have been granted typically involve agencies that are replacing or upgrading a software system that has an integrated electronic payment module.  Vendors offering software systems may mandate that the County use an alternate electronic payment gateway and processer bundled with their software.  In these and similar cases, FBOD is approving Electronic Payment Business Cases waivers under the following conditions:

· FBOD must review RFP specifications prior to RFP advertisement.
· Vendors should demonstrate flexibility in connecting to County systems, including the County’s gateway payment gateway and the County’s preferred vendor for back-end payment processing.  The emphasis is to promote positive collaboration between the County and vendors rather than negotiating from a “take it or leave it” position from some vendors. 
· Vendors must demonstrate they are certified as being compliant with PCI standards.  
· Vendors must demonstrate they can interface with the County’s financial system of record, i.e. Oracle EBS.

In the course of finalizing the Electronic Payment Management Plan, FBOD will develop recommended changes to existing County policy with the intent of standardizing processes where it makes the most sense, reducing the need for exceptions, and enhancing the flexibility for agencies to rapidly develop new payment applications.  The tentative proposal being considered as part the Electronic Payment Management Plan is to mandate countywide standardization for the back-end of the payment process rather than the front-end payment gateway.  The back-end of the process is handled by a vendor payment processor and it would benefit the County to have common practices and procedures for settlements, reconciliations, reporting, chargeback handling, and refund issuance procedures.  

The front-end of the payment process, which includes the County’s payment gateway, is not as important for enterprise standardization and therefore increased flexibility could be allowed for non-County payment gateway applications without requiring exceptions.  The Electronic Payment Management Plan will also consider the costs/benefits of remaining with a County-owned payment gateway or moving to a vendor supported payment gateway.



Table 4. Electronic Payment Transaction Fee Environment in King County
	Division/Section
	Program
	Payment Type
	 Uses County Gateway
	
Uses Vendor –Gateway
(waiver)
	Charges Service Fee 
	Absorbs Fee    (waiver)

	Adult and Juvenile Detention
	Adult inmate accounts
	Online
	
	X
	X
	

	Finance and Business Operations
	Property taxes
	POS/ Online
	X
	
	X
	

	Records and Licensing Services
	Animal shelter donations
	Online
	X
	
	
	X

	Records and Licensing Services
	Animal shelter services
	POS
	
	
	
	X

	Records and Licensing Services
	Pet licenses
	Online
	X
	
	X
	

	Records and Licensing Services
	Pet adoption fees
	Online
	X
	
	
	X

	Records and Licensing Services
	For-hire vehicle licenses
	POS
	
	
	X
	

	Records and Licensing Services
	Vehicle/boat licenses
	POS
	
	X
	X
	

	DJA
	Filing fees
	Online
	X
	
	X
	

	DJA (pending)
	Filing fees
	POS
	
	
	X
	

	Wastewater Treatment
	Capacity charges
	Online
	X
	
	
	X

	Parks and Recreation
	Facility rentals & classes; parking
	POS
	
	
	
	X

	Parks and Recreation (pending)
	Registration system replacement
	POS/ Online
	TBD
	TBD1
	
	X

	Parks and Recreation
	Events tickets
	Online
	
	X
	X
	

	Solid Waste
	Transfer station fees
	POS
	
	
	
	X

	Metro Transit
	Transit pass sales ORCA
	POS/ Online
	
	X
	
	X

	Marine Division
	Water taxi fares ORCA
	POS/ Online
	
	X
	
	X

	DPER Development Services (pending)
	Construction permits
	Online
	
	X
	
	X

	Fleet (pending)
	Vehicle maintenance services
	POS
	
	
	X
	

	District Court
	Fines and fees
	POS
	
	
	
	X

	District Court
	Fines and fees
	Online/IVR
	X
	
	X
	

	District Court (pending)
	Case management system replacement
	POS/ Online
	TBD
	TBD1
	X
	

	Elections
	Candidate filing fees
	Online
	X
	
	X
	

	KCGIS (pending)
	Class registration system
	Online
	TBD
	TBD1
	X
	

	Public Health Centers
	Clinic fees
	POS
	
	
	
	X

	MEO/Vital Statistics
	Birth and death certificates
	Online
	
	X
	X
	

	Environmental Health
	Environmental health permits
	POS/ Online
	
	X
	
	X

	Family and Juvenile Court
	Various court fees
	POS
	
	
	X
	



1Conditional exception granted by FBOD in event prospective vendor has an electronic payment application “bundled” with their proprietary software package. . 

Payment Fee Policy pertaining to specific projects

As part of this proviso report, the Council requested a fee analysis associated with each of the following IT projects.  A general update is provided and details regarding approved business cases may be reviewed as part of the reference links in Appendix II.

1. Records and Licensing Services software application replacement project

DES Records and Licensing Services Division (RALS), represent a unique cross section of government payments.  The Recorder’s Office and the Licensing section is currently drafting an Electronic Payments Business Case for the software application replacement project.  An RFP is also under development and RALS is tentatively scheduled to begin soliciting proposals from vendors in September 2015.  

FBOD anticipates the Business Case for the software application replacement project to be submitted in July 2015.  RALS is committed to passing transaction fees on to customers.  Managers have indicated that statutory fees (State and Local) and lack of appropriation authority to cover the cost of merchant fees forces RAL’s to select a Service Fee model, especially in the Recorder’s Office.  The Recorder’s Office has a large transaction count and collects millions in fee revenue that is remitted to other government agencies.    

The potential for a large retail implementation gives the opportunity to provide each customer savings through use of a flat Service Fee model for credit card payments.  Generally a flat fee would be ideal for a retail environment where the average payment amount hovers below $200.  Above $200, the percent fee is usually favored from a cost recovery standpoint.  In the case of the Recorder’s Office, marriage licenses would fall under the flat fee scenario while excise taxes would use the percent fee.  However, in either circumstance, a flat fee is possible through payment via eCheck or debit card.

Note that this project entails replacing the Anthem software system, and that Anthem does not 
accept any form of electronic payment.  As the new system may have integrated electronic 
payment functionality, FBOD will work closely with RALS in the drafting of this RFP to ensure 
alignment with both existing County policy and the Electronic Payment Management Plan under 
development.

2. Department of Judicial Administration--Superior Court Management Information System (SCOMIS) replacement

The Department of Judicial Administration (DJA) recently submitted an Electronic Payments Business Case, which is currently under review at FBOD.  An RFP is under development and the County is tentatively scheduled to begin soliciting proposals from vendors in July 2015.  DJA’s RFP specifications will require vendors to allow system integration with their existing electronic payment POS and online service provider (note:  DJA began accepting POS electronic payment in 2015).  

Due to budgetary constraints and as an internal cost saving measure, DJA plans to continue charging transaction fees to customers using credit/debit cards for payment.   DJA’s adopted fee structure and 2015 – 2016 budget appropriation is not sufficient to cover the cost of absorbing electronic payment transaction fees.  To be able to add the convenience of credit card payments, DJA’s only alternative at this time is to add electronic payment options with a service charge.  Note that payments are generally not substantial in amount, making it more efficient for customers to pay via credit/debit cards than to mail in a check.  Overall, assessing a service fee for electronic payments has operationally become more of the norm than the exception for DJA.  Charging electronic payment transactions fees has not inhibited customers from using a credit/debit card for payment; rather electronic payment activity has increased by 10% since 2013. 

3. Parks facilities scheduling system replacement

FBOD recently approved an Electronic Payment Business Case for the Department of Natural Resources and Parks (DNRP) Parks and Recreation (“Parks”) related to the Parks facilities scheduling system replacement project.  An RFP for this project is currently being advertised.  Following County policy and with Council consent, Parks has approval in the 2015-16 biennium budget to absorb electronic payment fees.  Parks cites customer goodwill as the primary reason to absorb fees.  Revenue from facilities and equipment rentals is critical to their operating budget, and not charging transaction fees to customers is viewed as a strategy to maintain if not possibly expand their customer base in a very competitive leisure and recreation industry.   

The nature of Parks payments are such that an agency-absorbed model is ideal.  Factors 
include:
a. Average transaction amounts are low.
b. Customers have never been charged a transaction fee.  A Service Fee is likely to discourage electronic payments or discourage payment altogether (for example, in the case of a parking fine). 
c. The need to be truly mobile and process transactions in a timely manner without having to disclose the existence and amount of a service fee, especially in the case of special events or parking.  

The capabilities and analysis provided by the selected vendor are crucial.  Parks can potentially 
realize substantial transaction cost savings by implementing the proper channels for payments.  For example, Parks currently utilizes a Bank of America POS system for over the phone (MOTO) payments on a pass-through fee model platform.  This means that, since this retail POS channel is considered a “card present” transaction by default, the payment processor expects full card data with each card swipe.  If these conditions are not met, the payment processor will downgrade the transaction as higher risk and charge additional fees.  In Parks’ case, each retail coded MOTO transaction must be manually keyed into the device instead of by card swipe, resulting in a downgrade.  This is occurring with every Parks payment taken over the phone, with the average downgrade costing an additional percentage point per transaction.  FBOD will be working with Parks and FIS, the County’s ecommerce consultant, to recommend a fee platform that reduces costs. 

4. District Court unified case management

FBOD recently approved an Electronic Payment Business Case for District Court related to the
unified case management system project.  An RFP for this project is currently being advertised. 
While their RFP specifications emphasize the desire to integrate with existing County approved 
electronic payment processors, based on the qualifications of vendor proposals received, District
Court may or may not continue to use their existing electronic payments POS, online and IVR service provider.

District Court is in a peculiar position of charging transaction fees for payments made via online or IVR channels, but absorbing transaction costs for POS payments.  Overall, due to significant budgetary pressures, District Court’s Budget Director has expressed a strong desire to charge transaction fees for all payment channels, though State law prevents them from charging transaction fees for POS payments.  This has created a number of obstacles:

a. Due to vendor limitations, District Court must use two separate County-approved vendors to process electronic payment transactions, Bank of America for POS and FIS for online/IVR.  Aligning fee policy and payment processors to be the same on all channels will reduce costs and enhance efficiencies.  For example, by working with only one vendor, daily bank record reconciliation can be simplified by dealing with only one vendor provided transaction report.
b. To avoid the high cost of absorbing fees, on occasion District Court finds itself in the position of turning down offers to pay large amounts (up to $1,000) via credit card at the POS counter, instead requiring a check or inviting customers to make online payments.  Revising policy to pass on fees to customers for POS electronic payments would allow acceptance of larger business transactions and improve customer convenience.
c. Remaining on a single fee pricing structure will help hedge the cost of Service Fee interchange rates. 

FBOD is working closely with District Court to better understand their policy and RCW 36.23.100 to determine if a change can be effected to the desired outcome of fees being passed on to customers in all payment channels.  Note that POS electronic payments comprise 1% of total electronic payments collected by District Court.

Appendix I—Executive Letter to Council
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Appendix II—Project SharePoint Links1
Template - Electronic Payments Business Case preliminary assessment:
https://kcmicrosoftonlinecom-38.sharepoint.microsoftonline.com/FBOD/MgrsForum/eCommerce%20Project/Electronic%20Payment%20Preliminary%20Assessment%20v2014.docx
DNRP Parks facilities scheduling system replacement project Electronic Payment Business Case Submission
https://kcmicrosoftonlinecom-38.sharepoint.microsoftonline.com/FBOD/MgrsForum/eCommerce%20Project/DNRP-Parks-Electronic-Payment-Preliminary-Assessment-v2014.docx
FBOD approval of Parks facilities scheduling system replacement project Electronic Payment Business Case Submission
https://kcmicrosoftonlinecom-38.sharepoint.microsoftonline.com/FBOD/MgrsForum/eCommerce%20Project/Business-Caselectronic DNRP-Parks-approval-Mar2015.pdf
District Court Electronic Payment Business Case Submission
https://kcmicrosoftonlinecom-38.sharepoint.microsoftonline.com/FBOD/MgrsForum/eCommerce%20Project/KCDC-UCMS-Electronic-Payment-Preliminary-Assessment-v2014.docx
FBOD approval of District Court Electronic Payment Business Case Submission
https://kcmicrosoftonlinecom-38.sharepoint.microsoftonline.com/FBOD/MgrsForum/eCommerce%20Project/Business-Caselectronic District-Court-Approval-UCMS-Mar2015.pdf









1 If unable to access a document by the links listed, please contact Anthony Laberge, Electronic Payments Coordinator, at anthony.laberge@kingcounty.gov
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January 23, 2015

The Honorable Larry Phillips
Chair, King County Council
Room 1200
COURTHOUSE

Dear Councilmember Phillips:

This letter requests your approval to extend the deadline for a report on the electronic
payments expansion project that was required as a proviso in the 2015-2016 Adopted Budget
Ordinance 17941. The proviso requests a report on updated policies and procedures for
electronic payment fees by March 31, 2015 (Section 117, P1). We are requesting that this
report be postponed for three months until June 30, 2015 to better align with the project’s
planned deliverables during the first half of 2015.

The purpose of this countywide technology project is to expand the use of credit cards and
other forms of electronic payments to make it easier for customers to conduct their business
with King County. The project will occur in three sequential phases: (1) development of an
electronic payments management plan that will establish the policy and strategic framework
for project implementation; (2) an update of policies/procedures based on the management
plan and the development of requirements that would guide the selection of a new
eCommerce vendor during phase three; and (3) a competitive process that would award a
multi-year contract to an eCommerce vendor to support the County’s proposed enterprise
framework for electronic payments, with an emphasis on expanding online and point-of-sale
(POS) applications.

In early December, the Finance and Business Operations Division (FBOD) completed a
competitive process to select a technical consultant to support the first two phases of the
project. The selected consultant, Fidelity National Information Services (FIS), has over 19
years of experience working with federal, state and local government agencies to grow their
eCommerce footprint. Working under the guidance of a project team led by FBOD, FIS is
expected to have the first phase completed by April 30, 2015, followed by the second phase
by June 30, 2015. The third and final phase involving a new multi-year vendor contract
would begin in July 2015.
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Based on the phasing of the project, it makes practical sense to use the management plan’s
recommendations to guide the update of current policies and procedures, especially those
pertaining to electronic payment options and fees. FBOD plans to have a final draft of these
policies and procedures ready in May or early June 2015. Consequently, a June 30th
deadline for the proviso report is in better alignment with upcoming consultant work
products.

The proviso also requested that there be an analysis of fee payment policies specific to four
IT projects approved as part of the 2015-2016 budget. The four projects are:

1. Records and Licensing software application replacement project;

2. Department of Judicial Administration’s Superior Count Management Information
System replacement;

3. Parks facilities scheduling system replacement; and

4, District Court unified case management.

We believe the intent of this portion of the proviso was to ensure that each project received
the benefit of guidance about fees that will be forthcoming in the electronic payments
management plan and the related policies and procedures that follow. With the recent hiring
of an electronic payments coordinator position, coupled with the expertise of the FIS
consulting team, FBOD will be able to support each agency as they evaluate various payment
types and fee options prior to launching a competitive selection process for their respective
system replacement projects. The proviso report will summarize the analysis of fee payment
options for each of these projects.

Thank you for your consideration of this request to extend the proviso report deadline by
three months. If you have any questions, please contact Ken Guy, Finance and Business
Operations Division Director, at 206-263-9254.

Sincerely, E .

Dow Constantine
King County Executive

ce? King County Councilmembers
ATTN: Carolyn Busch, Chief of Staff
Anne Noris, Clerk of the Council
Carrie S. Cihak, Chief of Policy Development, King County Executive Office
Dwight Dively, Director, Office of Performance, Strategy and Budget
Caroline Whalen, Chief Administrative Officer, Department of Executive
Services (DES)
Ken Guy, Director, Finance and Business Operations Division, DES




