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SUBJECT:

This is an ordinance which would expand the county’s use of procurement cards. 
SUMMARY:

Proposed Ordinance 2009-0406 would add a new section to the King County Code which would allow for expanded use of procurement cards and require the creation of administrative rules and program guidelines. 
This effort is expected to generate savings for the county by receiving rebates and discounts for more timely payments and reduce operating costs on the purchases of low-dollar purchases which are paid through direct vouchers and small purchase orders under the status quo. 
BACKGROUND:

King County currently uses direct vouchers, contracts or purchase orders to make virtually all county purchases. Direct vouchers occur when a purchase is made and an invoice is submitted to finance and a check is issued to the vendor. Purchase orders are very similar except that the order comes directly from finance and is sent to the vendor prior to the purchase. Contracts are the result of negotiations between the vendor and the county. 
Many low-dollar value and frequent purchases are made via direct voucher and purchase order. These transactions are labor-intensive and require staff involvement at many levels making these purchases quite expensive. In fact, the average county purchase order costs approximately $200 to process. Moving to a procurement card program for these types of purchases would result in greater efficiency, more timely payment and lower prices.  

ANALYSIS: 

King County has been operating a limited purchasing card (p-card) pilot program for expenses such as training and conference registrations. The Executive is now recommending the expansion of that program to cover high-volume and low-cost purchases that are currently being procured via inefficient methods. 
Program Scope

The Executive has structured this proposal into a three phase implementation plan, whereby the program will be coordinated with the rollout of the ABT financials program over the next several years. The phases of the program are listed below: 

Phase 1 - Identify areas where contract payments can be made via P-Card, such as utilities, where efficiencies are indicated, and work to assign P-Cards to appropriate staff.
Phase 2 - Expand the use of P-Cards through identifying additional low dollar, high volume transactions in the current Oracle system and work to assign P-Cards as warranted.
Phase 3 -Identify staff in current ARMS agencies and offices that may benefit from P-Cards for low dollar, high volume transactions, or as payment tool.  Implement with ABT rollout where efficiencies are available.
As the three phase roll-out shows, the second and third steps of the implementation of a p-card program rely on the ABT program migration and completion. Under the executive’s proposal, these phases would be implemented when the financial systems allow. 
Program Costs

Implementation of the p-card program will have small costs to the County. The fiscal note indicates that the program will cost approximately $100,000 to operate in the first full year. However, the program is expected to generate approximately $250,000 in revenues from rebates and discounts, also in the first full year. These revenues will be rebated from the Financial Services Fund to other county funds through small reductions in the rates charged by finance. 
Purchase Restrictions

The p-cards can only be used for the purchase of allowable items. Under this program, this would typically be commodities that are purchased in high volume and low dollar amounts. The controls of the system lock against purchasing items which are not-allowable like hazardous materials or other items where the county has existing contracts in place that can be use. 

The program also restricts the dollar amount of individual purchases and aggregate monthly amounts of purchase. Specifically, the program restricts each cardholder to the following limits: 

· No transaction can exceed a total price of $5,000

· No purchaser can charge in excess of $20,000 in any given month. 
Oversight and Approval
The draft policies and procedures (Attachment 3) set out the approval processes and oversight of the program. There are clear guidelines contained within the procurement card manual (Attachment 4) that outline the types of materials to be purchased, the records that need to be maintained and the approval processes in place for each card holder. 

The oversight model is briefly described below: 

· When a cardholder makes a purchase, they need to get and retain all records of the transaction including a receipt. Each week the purchaser needs to verify that the purchases showing on their card are purchases they, in fact, have made. This assures regular review and allows for an opportunity to make sure that the card is only showing purchases made by that card-holder. 

· Each cardholder also has an assigned “approver” within the department. Each week the approver is required to affirmatively verify that the purchases were appropriately made by each of the cardholders that he/she approves purchases for. The approvers are also required to assure that the proper records are maintained by the division/department. 

· Accounts Payable in Finance then verifies that the proper approvals have occurred prior to making the payment. 
· Audit: the department making the purchases is still required to keep all documents and receipts related to the sale and those documents are subject to audit by both Finance and the State Auditor.

Alignment with ABT Project

Consultants working with the county to implement the ABT Project consider the use of p-cards as an industry best practice and are working to assure that the county’s new financial systems are able to properly support the use of p-cards. 
Emergency P-Cards 

In addition to the p-card program described in this staff report, the County also maintains and will maintain “emergency p-cards” that can be used in declared disasters. These cards do not have the limits described in this staff report and can be used for a wider array of items. In the past, these emergency p-cards have been used for generators, emergency housing and food necessary during declared county disasters. 
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