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SUBJECT

Proposed Motion 2016-0214 would accept the response to the 2015/16 Budget Ordinance, Ordinance 17941, Section 24, Proviso P2, executive services-administration; and authorize the release of $110,000 currently held in reserve.

SUMMARY

The 2015/16 Budget Ordinance (17941) requires a report documenting the County’s progress in solving issues and making improvements related to the County’s enterprise systems, including the Oracle EBS financial system, the Hyperion budget system and the PeopleSoft human capital management (HCM) system. 

Overall, the report meets the terms of the proviso: it describes the status of the budget, financial and human resource systems and provides metrics for different sets of business processes which these systems support. The report also describes the status of key initiatives to improve the use of the enterprise systems. Subsequent to the transmittal, the Executive staff provided the required information (Attachment 3) on the effort or cost required to accomplish the initiatives described in the report.

BACKGROUND 

The Accountable Business Transformation Program (ABT), which was implemented in 2012, replaced the County’s legacy financial, human resource/payroll, and budget systems with anew, 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, which was 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 a series of provisos in the 2013[footnoteRef:1] and 2014[footnoteRef:2] budgets. While these reports showed that the new systems were stable and business processes were functioning, the reports also noted many areas still needing work in these systems.  [1:  Ordinance 17476 Section 24 and Section 62 ]  [2:  Ordinance 17695 Section 23] 


Subsequently, the Council adopted a proviso (See Attachment 2) as part of the 2015-2016 Budget Ordinance (Ordinance 17941, Section 24, Proviso 2) which requested a follow-up report documenting the County’s progress in solving issues and implementing further improvements involving the three systems: the Oracle EBS financial system, the Hyperion budget system and the PeopleSoft human capital management (HCM) system. The proviso also required the report to include metrics for measuring progress and to identify the level of effort or cost required to accomplish key initiatives described in the report.

ANALYSIS

Overall, the transmitted report meets the terms of the proviso, highlights accomplishments, and lays the groundwork for continued efforts to achieve business transformation and to maximize the value of these enterprise systems.

Enterprise Systems are Stable, and Their Use is Becoming Standardized

The Executive uses a concept from the business systems industry, the maturity model, to map progress of post-implementation use of King County’s enterprise systems. The three overlapping phases of this model as applied to King County are diagrammed and described below:
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For each phase, executive staff have developed a set of criteria to evaluate whether a business process has achieved a high (green), medium (yellow), or low (red) point for each phase of the maturity model.

Phase One, Stabilization: identify and fix things that are broken. Achieving stabilization includes responding to error reports from users, eliminating most defects, and having reasonable workarounds and security protocols in place. The June 2013 report to Council reported a medium level of stabilization for most of the key business processes. The 2014 report indicated mostly stable. The 2016 reports indicates all systems now have a high level of stabilization.

Phase Two, Standardization: get staff to use the tools as designed. The concept behind standardization is that King County will be most efficient and realize the most benefit from shared systems by implementing standard processes for parallel activities, with few exceptions, across King County agencies. Standard work is also one of the key principles of a Lean approach[footnoteRef:3]  adopted by Executive agencies. Examples of efficiencies from standardization include– holding down costs by, for example, calculating and issuing all paychecks in the same way, and limiting errors that can emerge from multiple methods and side systems. [3:  Lean is a term coined by James Womack to describe the philosophy and approach demonstrated in the Toyota Production System. It is a systematic, customer-centric approach to identifying and eliminating waste through continuous improvement. (http://kingcounty.gov/depts/executive/psb/lean/lessons-and-resources/lean-lessons-2014/lean-lesson-what-is-lean.aspx, accessed August 22, 2014.)] 


The report emphasizes several key factors are necessary to move from a medium to high level of standardization:

(1) having start-to-finish business process standards that are well defined and mapped;
(2) ensuring that senior leaders take full ownership for adherence to standards, and report on variances from the standards; and
(3) implementing the principles and practices of Lean continuous improvement to create efficiencies, solve problems and add customer value within all business processes. 

Phase Three, Optimization: improve the tools for maximum benefit. According to the model, standardization lays the foundation for optimization (Phase 3): making changes to the systems and business processes to increase efficiency or customer value. The 2016 proviso response anticipates King County enterprise systems beginning optimization beginning in 2017, which is a delayed by one year from what had been anticipated in 2014. 

A  Focus on Coordinated Work Flows Across Agencies (Value Streams)

Since the June 2013 report on the status of enterprise systems, Executive agencies have used a framework of “value streams” to describe and report on the county’s internal business enterprise systems. 

A value stream is a set of complete and coordinated work activities – typically involving multiple county agencies – that delivers 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, which they identify as an industry best practice, Finance and Business Operations Division (FBOD), the Business Resource Center (BRC), Human Resources Division (HRD), and the Office of Performance Strategy and Budget (PSB) seek to provide efficient, reliable central services – supported by enterprise systems and well-designed business processes. 

The proviso response includes a summary of the 2015/2016 key initiatives to promote standardization within each value stream and describes the benefits of those initiatives. The Central Business Steering Committee, a cross-agency group convened by FBOD and the BRC, monitors the status and level of effort of these initiatives. 

The proviso response also identifies key metrics for each value stream. Consistent metrics with targets are key to capture the high-level benefits of the county’s investment in these systems.

Standardization Status of Value Streams, Metrics, and Key Initiatives 

The dashboard of the value streams appears below, followed by descriptions of each value stream noting key issues that remain in the standardization phases of the maturity model, and examples of key initiatives to address them. 

The report identifies the level of standardization for each value stream. Green is considered a high level of standardization.  Yellow is considered a medium level of standardization, and red is a low level or not standard practices. 

As is shown in Figure 2, there has been limited progress in moving toward a green level of standardization since the last report in May 2014. The expected length of time to complete the standardization has been extended by a year. 

Figure 2
Standardization Status 

	Area 
	May 2014 
	March 2016

	Budget-to-Report Value Stream
	Yellow 
	Yellow

	Procure-to-Pay Value Stream
	Yellow 	
	Yellow

	Hire-to-Retire Value Stream
	Yellow
	Yellow

	Billing-to-Cash Value Stream
	Yellow/Red[footnoteRef:4] [4:  Business process standardization was rated as yellow/red. System standardization was rated as yellow.] 

	Yellow

	System Security & Controls
	Yellow 
	Yellow/Green[footnoteRef:5]    [5:  Process standardization was rated as green. System standardization is rated as yellow.] 






1. Budget-to-Report (Budgeting, Accounting, and Reporting)
The Budget-to-Report value stream 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. According to PSB, user compliance with the proper way to budget, account and report on the county’s financial activity via the enterprise systems is needed to move from a medium to a high degree of standardization. Executive staff also expect the new Business Intelligence software tool will greatly enhance reporting capability and help move this value stream to green. 

The primary metrics for the budget-to-report value stream are: user satisfaction with Hyperion and assessing reports in EBS, frequency of reconciliations, how often the reporting tool Discoverer is functioning. There are several metrics that were previously included in the report and are now available on request: number of general ledger errors, EBS projects backlog and projects errors, and fixed assets backlog.

Recent initiatives for this value stream to address this include making improvements in in Hyperion to improve system performance, provide additional reporting capabilities, and minimize the amount of time needed to process data.

Baseline survey results show less than half of Hyperion users expressed satisfaction with Hyperion reports. However, those results were prior to the improvements. PSB expects to see improvement in these metrics in the 2017/18 survey results.

2. Procure-to-Pay (Procurement and Accounts Payable) 
The Procure-to-Pay value stream 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 demonstrating the most progress and achieved a high level of standardization during this reporting period by moving to a greater use of automated purchase orders. 

Key initiatives during this period include standardize the use of county purchasing credit cards (PCards) and efforts to reduce the cycle time in procurement process. 

In order to move to optimization, the report identifies a number of technical and process changes that need to occur. However, it is not clear when or how much effort will be required to make these changes. Executive staff hope that the implementation of the Business Intelligence (BI) application can address some of the changes that are necessary

The primary metrics for the procure-to-pay value stream are: adherence to standard purchasing methods, percent of purchases made using standard contracts, dollar amount of bank rebates from timely purchase payments.

The report did not include information on past metrics of on-time and late invoice payments. This information was provided upon request and shows the County is not achieving its target of 95 percent on time pay performance. 


3. Hire-to-Retire (Benefits, HR and Payroll)
The Hire-to-Retire value stream encompasses all steps necessary to plan to hire, develop, assign, sustain, and separate personnel resources. In order to move to a higher level of standardization, HRD, the lead on this value stream, is focused  on standardizing pay and benefit practices and streamlining family and medical leave administration. The current lack of standard pay practices will continue to create numerous manual work-around processes. 

Under the leadership of the Office of Labor Relations (OLR), the county is currently seeking to eliminate as much of the inconsistency as possible. However, executive staff report this value stream will continue to have slow progress as it is dependent on continuinglabor negotiations that will address standardized pay practices. 

The primary metrics for the hire-to-retire value stream are: customer satisfaction survey with using PeopleSoft, and timely submission of department payroll to central payroll. 

In future reports, Executive staff may wish to consider additional metrics to better measure the benefits the County has achieved from streamlining family and medical leave and the total compensation project.

4. Billing-to-Cash (Grant Billing and Accounts Receivable)
The Billing-to-Cash value stream is the end-to-end business process for billing and processing grant and customer receipts. During the reporting period, improvements were made which allowed this value stream to be considered at a high level of stabilization, the first stage of maturity.  However, because applying cash payments to customer accounts still requires a lot of manual processing, and system-generated invoices are not very clear to customers, this value stream has not yet achieved a high level of standardization. Moving from yellow to green for standardization in this value stream would mean that 90 to 95 percent of payments can posted electronically with no manual intervention and reporting is done at the “push of a button.” Executive staff report that moving these processes to the optimization phase will take longer than other areas.

The focus for this value stream will be to continue to provide education and discipline in entering data in the Oracle EBS systems. Additionally, as it reported in 2014, FBOD is continuing to work with major electronic bill-payer services to establish standard procedures that will enable more efficient matching of payments to customer accounts. 

The primary metrics for the billing-to-cash value stream are the accounts receivable backlog, the percentage of automated standard receipts, error rates, audit findings, and the cash management backlogs. 

5. System Security and Controls
System security and controls include the mechanisms and processes governing access privileges and permissions and protecting the technology infrastructure from unintended or unauthorized access. This value stream is characterized as reaching a high level of process standardization and a medium level for system standardization due to the major redesign work underway now and expected to be completed in 2017.

This report includes metrics to better measure whether the County has achieved best practices in the design and management of security rules, controls, and processes.


ISSUE FOR COMMITTEE CONSIDERATION

· Continued Reporting. Overall, the proviso reports have been a valuable tool for the Council to monitor progress in achieving benefits from the multi-million dollar investment in the ABT program. Achieving improvements in internal business practices can keep the cost of doing business down and allow for saved resources to be spent on county services. As noted in the proviso response and in this staff report, while much progress has been made, there is still much work to do. The Council may wish to consider requiring continued reporting in order to monitor the ongoing efforts to make the County’s business systems efficient and effective. 

ATTACHMENTS

1. Proposed Motion 2016-0214 (and its attachments)
2. 2015/16 Budget Ordinance, Ordinance 17941, Section 24, Proviso P2 text
3. Cost of Proviso Initiatives 
4. Transmittal letter
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