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Executive Summary

1.1 Problem/Needs Statement

Environmental Health launched the Envision Public Portal in 2010 after receiving approval from the Finance and Business Operations Division (FBOD) to accept electronic payments.  Since the portal went live, Environmental Health has received more than $1.6 million in permit revenue online through the King County payment engine Link2Gov.  The public can purchase over-the-counter permits, renew annual permits, and apply for new permits online.  While the portal has been successful in several program areas and provides streamlined services to the public, the majority of customers (regulated businesses) have chosen not to use the portal due to the transaction fees they are required to pay - an e-check costs $1.49 and use of a credit/debit card costs $6.99.  If the transaction fees are not absorbed by the agency, all of the potential efficiencies and benefits from the portal will not be realized   
1.2 Recommendations

The goal for this proposal is to realize efficiencies; the strategy to help achieve this goal is to increase the use of the online portal by removing the financial disincentive to using the County’s payment engine.  
There is no transaction cost to the customer when a check or credit/debit card payment is mailed or accepted at the counter or taken over the phone, even though the time spent by the agency for processing the transaction is many times greater than a portal payment.    
1.3 Cost-Benefit Analysis

The costs of the proposal will fall within a range of 1% to 2.5% of the permit costs, depending on the payment method chosen by the customer.  The average percentage paid by customers has been 1.13% as more people are paying with an e-check since the transaction fee is less.  The more people who pay with a credit/debit card, the closer the average percentage charge will approach 2.5%, based on the current contract with Link2Gov.  
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2012 2013 2014 2015 2016 Total

Total Change in Revenue 0 0 0 0 0 0

Total Increased Costs - minimum, 1% 34,040       39,840       47,914        56,689       64,783       243,266  

Total Increased Costs - maximum, 2.5% 85,100       99,600       119,785      141,721     161,958     608,164  

Total Decreased Costs 142,830     149,972     157,470      165,344     173,611     789,226  

  (1 FTE reduced in 2010, another in 2012)

Net Revenue (Costs), low end of range 108,790     110,132     109,556      108,655     108,828     545,960  

Net Revenue (Costs), high end of range 57,730       50,372       37,685        23,622       11,653       181,062  


1.4 Implementation Plan

The implementation of the removal of the transaction fee will be relatively simple.  Once Council approval has been secured, FBOD’s Treasury Operations will modify the merchant agreement with Link2Gov, King County Information Technology (KCIT) will revise the payment engine configuration, and the portal and the website will be updated.  A public notification plan will be developed and future communications with customers will promote the efficiency and savings of using the portal.  
2.0 Background and Needs Statement

2.1 Current Business Description

Environmental Health (EH) brings in $14 million per year in fee revenue for about 33,000 permits and, until the portal launch in 2010, each transaction and payment was processed manually.  EH works with nearly 18,000 businesses and individuals annually and our interactions were limited to mail, phone or in person contact.  This resulted in many unnecessary vehicle trips and wasted time, contributing to roads congestion and pollution/climate change.  Members of the public and businesses we work with requested on-line access to our services and the response to the portal has been positive.  A customer satisfaction survey was conducted and sixty-four percent of the respondents reported being very satisfied or somewhat satisfied with the overall experience of getting permits online.    
However, the transaction fees serve as a disincentive.  The most labor-intensive administrative process in Environmental Health is the renewal of 14,000 annual operating permits, concentrated in a 4 month period every year.  It is in this area that the next level of efficiency can be achieved, provided that the transaction fees are removed.  Only 5% of the renewals were done online in 2011 and the primary reason is the transaction fees.  Why pay $1.49 or $6.99 to pay the permit renewal fee online when you can just write a check and put it in the mail for $0.44. 
Renewals processed manually require at least eight internal process steps, while renewals done on the portal are entirely automatic – the customer’s payment goes straight into the bank, their record is updated in the permit database and they print out their own permit.  Use of the portal for permit renewals benefits EH and we need to offer an incentive – convenience – and no cost to the customer to increase the number who renew online.  This proposal shares the efficiencies and benefits of automation with the customer.  
2.2 Needs Analysis

The portal has been successful in reducing the in-person visits that customers were required to make in order to get over-the-counter permits.  More than 60% of plumbing and gas piping permits are being issued online.  Temporary event permits are also available online and that opportunity is being used more than 25% of the time with minimal promotion.  EH needs to increase the use of the portal for operating permit renewals above the current 5% level in order to achieve the potential efficiencies that can result from use of the portal.
3.0 Project Recommendation

3.1 Project Goals and Objectives

As a primarily regulatory organization, our goal is to make our processes less onerous for residents and businesses, allowing more focus on protecting the health of the public and promoting environmental best practices.  Increasing customer convenience will result in less frustration and more compliance.  

We expect this proposal to accomplish the following business objectives:

· Satisfy public demand for on-line services that make it easier to conduct business with the County;
· Reduce manual cash handling and realize revenue more efficiently; and
· Allow staff resources to be used for higher-level efforts that cannot be performed by technology.
3.2 Scope 
3.2.1 Projects Requiring Major System Upgrades or Changes

This project will not require any major system upgrades or changes.  
3.3 Solution Description 
3.3.1 Assumptions

This proposal will increase the use of the portal by individuals and regulated businesses by removing a significant financial barrier.
3.3.2 Anticipated Benefits

Implementation of this proposal will help smooth the workload spike in activity that results from annual renewal processes.  Renewals done online require no manual processing or permit issuance.
More online renewals will reduce the need for peak staff resources required to manually process payments, update the database and send out permits.  In addition, this will also reduce the risk associated with having staff handle cash.

3.3.3 Alignment with Agency Business Plan

The August 2007 Public Health Operational Master Plan (PHOMP) is the guiding planning and policy document for Public Health – Seattle & King County.  In addition to the three primary functions of public health – Protection, Promotion, and Provision – the PHOMP also calls for organizational attributes that “raise capability to match modern public health practice needs in the organizational attribute domains of workforce quality, information for decision making, basic systems and infrastructure, and public health leadership.”   
The PHOMP policy framework includes direction to:   

Develop and maintain state of the art tools and systems to protect the public’s health, promote healthy communities and provide reliable, high quality public health services.
The four-year strategy to improve Basic Systems and Infrastructure states:

Improve capability of Public Health to fulfill its functions through selective enhancement of key system elements including:

1. Modernizing key business tools and administrative systems to improve business efficiency.
Providing the on-line payment application without cost to the customer will provide the public with the state of the art tools and systems that the PHOMP calls for.

This proposal is also consistent with the Finance and Business Operations Division’s mission of “providing fast, accurate, useful and professional financial services for citizens and governments of King County.”

3.3.4 Alignment with Strategic Technology Plan Guiding Principles

The project aligns with several of the Strategic Technology Plan Guiding Principles.  

Access to information and services – by providing web-based tools and self-service access

Business process improvement – by using commercial off-the-shelf software and industry best practices

3.3.5 Alignment with King County Electronic Payment Policies and Procedures

The project will use King County’s eCommerce payment system and will be in compliance with countywide policies and procedures for accepting electronic payments by working with the Treasury Section within the Finance and Business Operations Division.

3.4 Impact Assessment

We have already reached the original project goal of sixty percent of the over-the-counter plumbing permit applications will be purchased online within the first year of operation.  For other permit applications, we expected the first year use of the portal to be at ten percent, rising ten percent annually thereafter, which is not likely to be achieved unless this proposal is accepted.

Increasing online payments will reduce manual processing errors and the time it takes to collect and realize revenue.  Transactions requiring cash handling would be reduced, making reconciliation easier.  Revenue will be deposited without delay and there will be reduced risk of bad checks, or lost or stolen payment by mail.

3.5 Other Alternatives Considered

The alternative would be to continue charging the customers for the transaction costs and remaining at a low level of use for the renewal process.  Staffing efficiencies would not be realized. 
Arguments Opposing Recommended Solution and Responses - NA
4.0 Project Approach  
4.1 Approach Description

December 1, 2011 – request Treasury Operations to modify the merchant agreement with Link2Gov to remove the transaction fees from the customers’ payment and arrange for direct pay of the transaction costs by the agency.

KCIT will need to modify the payment engine configuration, the portal vendor will modify the interface to the payment engine, and the portal and website information will be updated. 

4.2 Risks
None known.
4.3 Critical Success Factors 
Council approval is required to waive the transaction fees per KCC 4.100.020 C.
4.4 Resource Requirements 
The primary effort to get the portal implemented has already occurred.  Other than the merchant agreement modification, there is little to be done other than promotion.

4.5 Estimate Timeline

Transaction fees for use of the portal for payments will be removed by January 1, 2012
4.6 Criteria for Measuring Success

The project will be deemed successful upon completion when the following have occurred:

· Reduced number of manual payments;
· Satisfied public demand for on-line services that make it easier to conduct business with the County;
· Reduced cash handling and realize revenue more efficiently; and
· Staff resources used for higher-level efforts that cannot be performed by technology.
5.0 Financial Analysis

5.1 Cost-Benefit Analysis
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2012 2013 2014 2015 2016 Total

Total Change in Revenue 0 0 0 0 0 0

Total Increased Costs - minimum, 1% 34,040       39,840       47,914        56,689       64,783       243,266  

Total Increased Costs - maximum, 2.5% 85,100       99,600       119,785      141,721     161,958     608,164  

Total Decreased Costs 142,830     149,972     157,470      165,344     173,611     789,226  

  (1 FTE reduced in 2010, another in 2012)

Net Revenue (Costs), low end of range 108,790     110,132     109,556      108,655     108,828     545,960  

Net Revenue (Costs), high end of range 57,730       50,372       37,685        23,622       11,653       181,062  


The costs for absorbing the transaction fees will likely be lower than projected here since the calculation was done based on the processing costs charged to customers.  The agreement with Link2Gov charges lower fees for agency-funded transactions but the calculations are extremely complex.  In future years the impact on costs will be able to be estimated based on actual activity. 
The cost decrease used in the analysis is based on the reduction of 2 Administrative Specialist 2 positions.  The original 2009 cost/benefit analysis for the portal project as a whole assumed that there would be a 1 FTE reduction per year for four years as a result of portal implementation, beginning in 2010.  However, severe financial challenges in 2010 experienced by Environmental Health led to the reduction of 4 Administrative Specialist FTEs during the year.  The premature reduction of one of the FTEs is credited to this proposal in lieu of the 2011 reduction.  The 2012 1 FTE reduction attributed to this proposal is over and above the 4 reductions in the original portal project plan. 
Reference Appendix A for a list of potential cost-benefit considerations.

5.2 Financial Assumptions

5.2.1 Revenue Assumptions

No changes in revenues are expected given statutory requirements to pay for required permits for food establishments, water recreation facilities, on-site septic systems, plumbing, gas piping, and solid waste facilities.

5.2.2 Increased Cost Assumptions

The costs to absorb the transaction fees for eCommerce payments are variable depending on the payment method chosen by the customer.  
5.2.3 Decreased Cost Assumptions

One Administrative Specialist position was reduced in 2010 in recognition of the decreased workload due to moving the processing of half the plumbing and gas permits online.  A second position is proposed for elimination in 2012 to reflect the increased use of the portal resulting from removal of the transaction fees.
5.3 Proposed Funding Source

The funding will come from Environmental Health fees and will not require an increase in fees.  Any added costs will be offset by expenditure reductions.
Appendix A:  Potential Cost-Benefit Considerations

	Cost-Benefit Considerations
	Potential Cost or Benefit in Dollars

	
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	Considerations for REVENUE ELEMENTS
	
	
	
	
	

	1. What amount of new revenue amount is expected for the agency?

Project the number of  new transactions (customers) expected and the average dollar amount per new transaction (customer) for each year in the business case analysis to determine the corresponding increased revenue amounts.  
	0


	0
	0
	0
	0

	2. What amount of revenue stream is expected to be redirected, such as from a new payment methods, for an existing agency application?  

Project the number of redirected transactions (customers) expected and the average dollar amount per redirected transaction (customer) for each fiscal year of the economic feasibility study to determine the corresponding increased revenue amounts.  
	29%
	34%
	39%
	44%
	48%

	3. What decrease in revenue for the agency is expected? 

Project the number of lost transactions (customers) and the average dollar amount per lost transaction (customer) for each fiscal year of the economic feasibility study to determine the corresponding decreased revenue amounts.  
	0
	0
	0
	0
	0

	4. What increase or a decrease in revenue to another county agency or an outside entity (customers) is expected?
	0
	0
	0
	0
	0

	5. What increase in revenue will result from compliance with existing laws or regulations?
	n/a
	n/a
	n/a
	n/a
	n/a

	6. What increase in revenue will result from shortening the time to receive and increasing the time availability of funds?
	n/a
	n/a
	n/a
	n/a
	n/a

	Considerations for NEW OR INCREASED COSTS
	
	
	
	
	

	One Time Costs (new or increased costs)
	
	
	
	
	

	7. What will be the costs for new hardware purchases?
	0
	0
	0
	0
	0

	8. What will be the costs for other equipment purchases needed?
	0
	0
	0
	0
	0

	9. What will be the costs for other infrastructure needed such as local area networks, additional telephone lines, and additional storage facilities?
	n/a
	n/a
	n/a
	n/a
	n/a

	10. What will be the costs for consulting?
	0
	0
	0
	0
	0

	11. What will be other development costs, including personal service contracts, staff costs, and temporary staff?
	0
	0
	0
	0
	0

	12. What will be the costs for software purchases and licensing?
	n/a
	n/a
	n/a
	n/a
	n/a

	13. What will be the costs for digital signatures/certificates?
	n/a
	n/a
	n/a
	n/a
	n/a

	14. What will be the costs for required one-time modifications to existing systems?
	n/a
	n/a
	n/a
	n/a
	n/a

	15. What will be the one-time costs associated with a host Internet server, the fulfillment server, the mainframe lookups, mainframe updates, etc.
	n/a
	n/a
	n/a
	n/a
	n/a

	16. What will be the set-up fees for merchant IDs or other required Internet processor accounts?

Contact FBOD Cash Management for fees.
	n/a
	n/a
	n/a
	n/a
	n/a

	17. What will be costs for testing the electronic payment service?
	n/a
	n/a
	n/a
	n/a
	n/a

	18. What will be costs for marketing the electronic payment service?
	n/a
	n/a
	n/a
	n/a
	n/a

	19. What will be the fees for initial lock box set-up?  

Contact FBOD Cash Management to determine if a lock-box is need and for fees.
	n/a
	n/a
	n/a
	n/a
	n/a

	20. What will be the cost for initial training?
	n/a
	n/a
	n/a
	n/a
	n/a

	21. What will be the costs for organizational restructuring?
	n/a
	n/a
	n/a
	n/a
	n/a

	22. Will there be both new retail and Internet options?  If so, what will be all the additional costs to set-up both options?
	n/a
	n/a
	n/a
	n/a
	n/a

	23. What other one-time costs will there be?
	n/a
	n/a
	n/a
	n/a
	n/a

	On-going Costs (new or increased costs)
	
	
	
	
	

	24. What will be the costs for hardware leasing and/or maintenance?
	n/a
	n/a
	n/a
	n/a
	n/a

	25. What will be the costs for other equipment leasing and/or maintenance?
	n/a
	n/a
	n/a
	n/a
	n/a

	26. What will be the on-going infrastructure costs?
	n/a
	n/a
	n/a
	n/a
	n/a

	27. What will be the on-going consulting fees?
	n/a
	n/a
	n/a
	n/a
	n/a

	28. What will be the on-going development costs?
	n/a
	n/a
	n/a
	n/a
	n/a

	29. What will be the software maintenance, license renewal and update costs?
	n/a
	n/a
	n/a
	n/a
	n/a

	30. What will be the on-going digital signature/certificate fees?
	n/a
	n/a
	n/a
	n/a
	n/a

	31. What will be the on-going hosting service costs?

Contact FBOD Cash Management for monthly Financial Settlement hosting fees.
	$600
Not a new cost
	$600
	$600
	$600
	$600

	32. What will be other monthly fees from an internal and/or external service provider?
	n/a
	n/a
	n/a
	n/a
	n/a

	33. What will be the transaction fees, such as for credit card?  

Contact FBOD Cash Management to obtain current transaction fees for desired electronic payment methods.
	Between $34,040 and $85,100
	Between $39,840 and $99,600
	Between $47,914 and $119,785
	Between $56,689 and $141,721
	Between $64,783 and $161,958

	34. What will be the monthly reporting, invoicing fees, and other electronic processor costs?  

Contact FBOD Cash Management to obtain applicable fees for desired electronic payment methods.
	Included in 31
	Included in 31
	Included in 31
	Included in 31
	Included in 31

	35. What will be the monthly lock box fees?

Contact FBOD Cash Management to obtain applicable fees.
	n/a
	n/a
	n/a
	n/a
	n/a

	36. What will be the continuing training costs?
	n/a
	n/a
	n/a
	n/a
	n/a

	37. What will be the additional help desk and other support costs?
	n/a
	n/a
	n/a
	n/a
	n/a

	38. What will be the other additional staff costs needed to maintain the electronic payment feature?
	n/a
	n/a
	n/a
	n/a
	n/a

	39. What will be other on-going costs to the agency?
	n/a
	n/a
	n/a
	n/a
	n/a

	40. What will be the costs to other County agencies?
	n/a
	n/a
	n/a
	n/a
	n/a

	Considerations for DECREASED COSTS (Cost Savings/Cost Avoidance)
	
	
	
	
	

	41. What will be the reduction in refunds needed to be processed by the agency due to more accurate payment calculations by automated systems?
	n/a
	n/a
	n/a
	n/a
	n/a

	42. What will be the additional cost reductions if fewer transactions occur in the field offices?
	None anticipated
	None anticipated
	None anticipated
	None anticipated
	None anticipated

	43. What will be the reduced infrastructure costs?
	n/a
	n/a
	n/a
	n/a
	n/a

	44. What will be the decrease in check/cash handling costs such as security, transit, storage, and theft or pilferage associated with a decrease in the number of checks processed?
	Not determined
	Not determined
	Not determined
	Not determined
	Not determined

	45. What will be the paper and/or mailroom cost reductions as a result of fewer checks processed?
	n/a
	n/a
	n/a
	n/a
	n/a

	46. What will be the decrease in banking and non-sufficient funds (NSF) fees associated with a decrease in the number of checks processed?
	Negligible
	Negligible
	Negligible
	Negligible
	Negligible

	47. What will be the training, maintenance or software cost reductions?
	n/a
	n/a
	n/a
	n/a
	n/a

	48. What will be the decrease in staff costs associated with a decrease in the number of checks processed?

Also consider benefits resulting from redistributing current staff in qualitative analysis.
	142,830 



 
	149,972
	157,470
	165,344
	173,611

	49. What will be the decrease in accounts receivable processing costs associated with a decrease in the number of checks processed?
	Minimal
	Minimal
	Minimal
	Minimal
	Minimal

	50. What will be other cost reductions for the agency?
	Minimal
	Minimal
	Minimal
	Minimal
	Minimal

	51. What will be the cost savings for other County agencies?
	n/a
	n/a
	n/a
	n/a
	n/a

	52. What will be the cost savings to the customer in decreased penalties from incorrect amounts paid by check?
	n/a
	n/a
	n/a
	n/a
	n/a

	53. What will be the cost saving to the customer in decreased check writing and mailing costs?
	Unknown
	Unknown
	Unknown
	Unknown
	Unknown

	54. What will be the cost savings to the customer in decreased wait time at the agency’s or subagent’s counter, decreased travel time to the agency or subagent and decreased time spent in filling out forms? 

In calculating the customer’s decreased time costs, the agency should use a standard wage for the customer times the number of customers times the amount of time saved per fiscal year.
	Not determined
	Not determined
	Not determined
	Not determined
	Not determined

	55. What will be the cost savings to the customer in decreased vehicle costs and parking fees at the agency or subagent?
	Not determined
	Not determined
	Not determined
	Not determined
	Not determined

	56. What will be other cost reductions for the customer?
	$1.49to$6.99/ transaction
	$1.49to$6.99/ transaction
	$1.49to$6.99/ transaction
	$1.49to$6.99/ transaction
	$1.49to$6.99/ transaction

	Considerations for PUBLIC BENEFITS (quantitative and qualitative)
	
	
	
	
	

	57. What will be the improved quality of life for the general public? (Qualitative)
	Accessibility
	Accessibility
	Accessibility
	Accessibility
	Accessibility

	58. What will be the reduction in road traffic and highway congestion?
	Some
	Some
	Some
	Some
	Some

	59. What will be the overall increase in customer satisfaction and in the image of the County? (Qualitative)
	Fewer unhappy customers
	Fewer unhappy customers
	Fewer unhappy customers
	Fewer unhappy customers
	Fewer unhappy customers

	60. What will be the overall increase in economic activity for the county resulting from this new electronic payment service?
	No
	No
	No
	No
	No

	61. What help will be result for other agencies or improvements in inter-agency coordination of services?
	N/A
	N/A
	N/A
	N/A
	N/A

	62. What will be the improvement in the public’s knowledge of the agency and of its services? (Qualitative)
	N/A
	N/A
	N/A
	N/A
	N/A

	63. What will be the improvement to intra-agency coordination of services?
	n/a
	n/a
	n/a
	n/a
	n/a

	64. What will be the increase in agency efficiencies and data accuracy?
	10%
	15%
	15%
	20%
	20%

	65. How will this help the agency to achieve its business plan? (Qualitative)
	Increase use of technology for routine AR tasks
	Increase use of technology for routine AR tasks
	Increase use of technology for routine AR tasks
	Increase use of technology for routine AR tasks
	Increase use of technology for routine AR tasks

	66. How does this project align to the County’s strategic technology initiatives? (Qualitative)
	Web-based tools and self-service access
	Web-based tools and self-service access
	Web-based tools and self-service access
	Web-based tools and self-service access
	Web-based tools and self-service access

	67. What are other public benefits?
	Convenience
	Convenience
	Convenience
	Convenience
	Convenience


Source:  EFS Analytical Worksheets, Office of Financial Management,  State of Washington, http://www.ofm.wa.gov/policy/ecomm.htm
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