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Proposed Motion 2015-0153 was amended to replace the transmitted report with a revised version including some additional metrics and clarifications agreed to by Executive and Council staff. The motion, as amended, was given a ‘do pass’ recommendation and put on the consent agenda for the full Council.

SUBJECT
Proposed Motion 2015-0153 would approve an initial report responding to the 2015-2016 Budget Ordinance, Ordinance 17941, Section 24, Proviso P2, executive services-administration, describing the County’s progress on business transformation. 

[bookmark: _GoBack]This motion would not approve the release of funds held in reserve; the Executive will file a motion to release $110,000 held in reserve along with a final report responding to this proviso by March 31, 2016.

SUMMARY
The 2015-2016 Budget ordinance (17941) requires a preliminary report and a final report documenting the County’s progress in solving issues, making improvements, and measuring the value obtained from the enterprise systems implemented , including the Oracle EBS financial system, the Hyperion budget system and the PeopleSoft human capital management (HCM) system. 

Council staff worked with Executive staff in reviewing the preliminary metrics and collaborated on revising the transmitted report. The revised report is included as Attachment A to Attachment 2 (Amendment 1).

This motion would not approve the release of funds held in reserve; the Executive willfile a motion to release $110,000 held in reserve along with a final report responding to this proviso by March 31, 2016.

The report meets the terms of the proviso for the preliminary report: it identifies preliminary objectives and metrics for budget, financial and human resource systems. 

BACKGROUND 

Transforming the County’s Business Systems

The Accountable Business Transformation Program (ABT), which was implemented in 2012, replaced the County’s legacy financial, human resource/payroll, and budget systems with a modern, integrated system. The name of the program was chosen to signify that the effort was not just about software replacement, but aimed to transform the way the County conducts business, with integrated enterprise systems as the core of that effort. The three components of this new integrated system are: 
· Oracle E-Business Suite (Oracle EBS) for financial and procurement operations;
· PeopleSoft Human Capital Management (PeopleSoft) for human resources, employee benefits and payroll operations; and 
· Hyperion for budgeting. 

As reported in the 2012 King County Auditor’s Office ABT Program Final Oversight Report, the County achieved the ABT Program vision of countywide, integrated systems for human resources, payroll, finance and budget, described by the Auditor as a major accomplishment. However, the Auditor’s report found there was considerable work remaining to make the systems efficient and effective and maximize the value from the multi-million dollar investment. 

In order to monitor progress in implementing the new systems and achieving improvements, the Council adopted provisos in the 2013 Budget (Ordinance 17476), Section 24 (executive services-administration), and Section 62 (business resource center), and in the 2014 Budget Ordinance (Ordinance 17695) Section 23 (executive services-administration). A June 2013 report provided to the County Council in response to the proviso documented the initial stabilization phase of maturity from both a systems and a business process perspective.[footnoteRef:1] The 2013 report concluded that the new systems were stable and business processes were functioning, but also noted many areas still needing work in these systems, as staff reported to Council during the 2014 budget review process. [1:  Accountable Business Transformation 2013 Budget Proviso Report (2013-0103), June 28, 2013.] 


A May 2014 report responding to the 2014 budget proviso described the status of the budget, financial and human resource systems, highlighted some important accomplishments, and identified some metrics to measure and maximize the value of these enterprise systems. Council sought additional focus and refinement on these metrics, and adopted the proviso to which the current report responds in the 2015-2016 budget ordinance (Ordinance 17941) Section 24 (executive services-administration).

In order to allow the Council an opportunity to review the objectives for the County’s business systems and the metrics that will be used for measuring progress toward those objectives, the proviso required the Executive to transmit a preliminary report identifying these objectives and metrics on March 30, 2015. The final report is due March 31, 2016.

The Executive transmitted the preliminary report and motion required by this proviso on time on March 30, 2015.. It can be found as Attachment A to Attachment 1 of this staff report; the original proviso language can be found in Attachment 5. The report is a collaborative product of the Finance and Business Operations Division (FBOD), the Business Resource Center (BRC) and the Human Resources Division (HRD) of the Department of Executive Services, and of the Office of Performance, Strategy, and Budget (PSB).
 

ANALYSIS

Value Streams Provide a Framework to Understand the County’s Business Systems

Executive staff have adopted a framework of “value streams” to try to capture a clear picture of the business systems in King County. Using such a framework is considered an industry best practice, according to Executive staff.

A value stream is a set of complete and coordinated work activities – typically involving multiple county agencies – that deliver clearly defined products or outputs to customers. This contrasts with the more traditional organizational chart perspective that defines the roles and responsibilities of discrete agencies. For example, the value stream titled “Procure-to-Pay” is the coordinated set of work activities across county agencies that begin with joint assessment of need by FBOD and the purchasing agency, and results in signed contracts with vendors and the payment of invoices to these vendors upon receipt of goods or services.

By planning around the value stream, FBOD, the BRC, HRD, and PSB seek to provide efficient, reliable central services – supported by enterprise systems and well-designed business processes. 

Executive staff have the identified the following five value streams to describe the county’s business systems: 

1. Procure-to-Pay (Procurement and Accounts Payable) includes all the steps from initiating a purchasing decision to the payment for the goods and services and the monitoring of purchasing agreements. This value stream is responsible for providing equitable and value-driven sourcing in the administration of King County contracts. Contracts should be administered in accordance with legal requirements and County policy, and vendors should be paid timely in the most cost effective manner.

2. Billing-to-Cash (Grant Billing and Accounts Receivable) is the end-to-end business process for billing and processing grant and customer receipts. This value stream is responsible for presenting customers and grantors a timely and accurate accounting of goods received and services rendered. It also provides for collection of payment to ensure continuation of County services funded through external revenue.

3. Hire-to-Retire (Benefits, HR and Payroll) encompasses all steps necessary for agencies to recruit, engage, develop, and separate employees who reflect the communities the County serves. This value stream is also responsible for the timely and accurate delivery of pay and benefits to county employees and their families.

4. Budget-to-Report (Budgeting, Accounting, and Reporting) is the process for producing budgets (plans for resource allocation and constraint) and compiling strategic, financial and operational feedback to understand the County’s business performance in accordance with professional standards.

5. Security Systems and Controls are the governance structures necessary to support the business processes and related systems. This value stream is responsible for the business rules and controls embedded in the County’s accounting, budgeting and payroll systems to ensure only authorized individuals make changes in those systems.
The proviso response identifies preliminary objectives and metrics for each of the value streams. A summary table of the objectives and metrics can be seen on pages 3-5 of the transmitted report (Attachment A to Attachment 1). 

In reviewing the transmittal, Council staff worked collaboratively with Executive staff to refine some of the metrics and clarify language throughout the report. The revised summary of metrics and objectives is shown in Table 1.  The underlined text indicates new or significantly changed text.

The revised metrics provide accountable measures for each of the major business areas (value streams). Over time, tracking these metrics will improve business transparency, allowing the Executive and Council to address problems and make informed resource decisions. 

Along with benchmarks or targets for these key metrics, the final report responding to this proviso is required to include further information about the scope or magnitude of benefits that may be derived by achieving each objective – that is, how important and valuable each systems transformation objective is to King County. That information will help King County determine how to scale and sequence allocation of limited resources to achieve the best overall central services and support of County operations.  

In conclusion, the transmitted report meets the terms of the proviso requirements. 
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Table 1: Revised Objectives and Metrics for Five Countywide Value Streams 

	Value Stream

	Objective
	Metrics

	Procure to Pay
	Use the lowest cost purchasing method (“Req. it Right”).
	· Adherence to standard (best fit) purchasing methods for purchase type 
· Dollar and transaction count using PCards

	
	Reduce the cycle time of construction, architectural/engineering and goods/services contracts to reduce costs and increase productivity for customers, and correctly resource for contract volume and category.
	· Elapsed time for each stage of procurement process
· Pending contracts at each stage
· Increased productivity (e.g., more contracts completed annually)

	
	Maintain a high usage of centrally negotiated contracts to ensure the best value/pricing for agency customers. 
	· On and off contract spend by agency
· Representative examples of how agencies have obtained the best value/pricing or comparisons to other benchmarks in the industry.

	
	Improve contracting opportunities for small and disadvantaged businesses to sustain a growing and diverse economy.
	· Number of certified small businesses
· Number and dollar amount of contracts awarded to certified small businesses and disadvantaged firms

	Billing to Cash
	Standardize use of Projects and Grants Module to efficiently administer grants and bill customers.
	· Proper award setup to match (restricted) revenue to expenditure
· Staff time required to prepare the Schedule of Expenditures of Federal Awards (SEFA) 
· Audit findings and questioned costs

	
	Reconfigure the Accounts Receivable setup in EBS to reduce delays in billing process and receipt of funds.
	· Timely submission of grant billings
· Timely receipt of funds

	
	Improve customer information with third party bill pay to efficiently apply payments to correct accounts.
	· Dollar volume of unapplied cash (requiring research to manually apply to correct account)
· Average time required to apply payments to customer accounts

	Hire to Retire
	Standardize pay and benefits practices to reduce administrative complexity and costs.
	· Agency adherence to payroll processing timelines
· Employees who opt for paperless electronic deposit
· Progress in transitioning all agencies to biweekly pay
· Number of manual checks 
· 2014 auditor’s recommendations addressed and the level of effort required to correctly administer family and medical leave benefits
· Reducing or standardizing the number of premium pays
· Reducing or maintaining a lower number of work week  types offered to employees

	Budget to Report
	Improve reporting in Hyperion, PIC and EBS so that managers obtain timely financial information for decision making.
	· Customer surveys to determine level of effort required to obtain timely and accurate information in Hyperion, Project Information Center (PIC), and Oracle EBS

	
	Reconfigure Projects and Grants to improve comparative reporting within and across agencies and reduce the need for manual reconciliation.
	· Customer surveys to determine information quality and ease of reporting
· Dollar value of discrepancy between Projects and Grants and General Ledger needing to be reconciled
· Reporting system capacity to support year end closing as well as state and federal reporting

	
	Replace custom reporting tool (Discoverer) to enhance financial reporting and decision making.
	· Metrics to be developed in the RFP phase

	Security Systems and Controls
	Continue to implement Security Assessment recommendations.
	· Internal control matrix established to support compliance with separation of duties
· Review process in place to remedy  invalid/conflicting separation of duties 
· Volume of EBS security configuration change requests 
· Number of terminated employees with active accounts
· Average time to process security provisioning requests and changes



 

AMENDMENT 

As noted, in reviewing the transmitted report, Council staff worked collaboratively with executive staff to refine some of the preliminary metrics and clarify language throughout the report.  For example, Table 1 on pages 3-5 of the report was updated to be more consistent with the language in the body of the report. Amendment 1 (Attachment 2) replaces the transmitted report with the revised version (Attachment A to Attachment 2).

The complete set of changes can be seen in Attachment 3 (redline comparison of the transmitted report and the revised version). The most notable addition to the report was the inclusion of additional metrics to measure improvements related to the payroll process. 

These additional payroll metrics are as follows:
· 2014 auditor’s recommendations addressed and reduced level of effort required to correctly administer family and medical leave benefits
· Reducing or standardizing the number of premium pays
· Reducing or maintaining a lower number of work week types offered to employees
These additional metrics are based upon the related strategies described in Creating the Employer of the Future at King County – 2014 Budget Proviso Report (motion 14129).

The revised report also omits an objective and metric related to online training, which was deemed not directly related to or supported by the county’s enterprise business systems. 
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