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Quality and Productivity Commission 7.0

27" Annual Productivity and Quality Awards Program
“Saluting County Excellence”

2013 APPLICATION

Title of Project (Limited to 50 characters, including spaces, using Arial 12 point font):
NAME OF PROJECT: LOCKBOX CHECK PROCESSING SYSTEM

DATE OF IMPLEMENTATION/ADOPTION: JUNE 2012
(Must have been implemented at least one year - on or before June 30, 2012)

PROJECT STATUS: X Ongoing One-time 6nly

HAS YOUR DEPARTMENT PREVIOUSLY
SUBMITTED THIS PROJECT? Yes X No

EXECUTIVE SUMMARY: Describe the project in 15 lines or less using Arial 12 point font. Summarize the problem, solution, and
benefits of the project in a clear and direct manner

The Lockbox Check Processing System is an automation project that transforms civil
enforcement business processes, which will help sustain the local economy. When a
court orders an employer to withhold an employee’s wages to be used to pay off the
employee’s debts, the employer sends the funds to the Los Angeles County Sheriff's
Department’s (Department) Civil Management Bureau (CMB), who then disburses it to
the creditor. A similar process occurs when a court orders a debtor’s bank account to
be seized. CMB receives over 400,000 of these “garnishment” checks per year.
Processing these checks was a manual, labor-intensive, error-prone task, and the
growth in garnishment cases resulted in costly overtime. In order to reduce overtime,
CMB was faced with the prospect of adding staff and office space, which was difficult
since CMB staff is located in small spaces within courthouses throughout Los Angeles
County. CMB reengineered the business process that included outsourcing
garnishment check processing to Wells Fargo's automated remittance processing
facility, called a “lockbox” service. The resulting cost avoidance from implementing the
“lockbox” service was $3,202,500. Customer service was also improved.

(1) (2) (3) (1) +(2) +(3) SERVICE
ESTIMATED/ACTUAL ESTIMATED/ACTUAL ESTIMATED/ACTUAL ToTAL ENHANCEMENT
ANNUAL COST AVOIDANCE ANNUAL COST SAVINGS ANNUAL REVENUE ESTIMATED/ACTUAL PROJECT
BENEFIT
$ 3,202,500 $ $ $ 3,202,500 X
SUBMITTING DEPARTMENT NAME AND COMPLETE ADDRESS TELEPHONE NUMBER

Los Angeles County Sheriff's Department — Court Services Division (626) 300-3100
1000 S. Fremont Avenue, Building ASE, 5" Floor
Alhambra, CA 91803

PROGRAM MANAGER’S NAME TELEPHONE NUMBER
Christopher Reed, Captain (626) 300-3103
EMAIL
CJReed@lasd.org
P R o e s ] DaTe TELEPHONE NUMBER
Glen Dragovich, Division Director (323) 526-5191
EMAIL
GDragov@lasd.org
DEPARTMENT HEAD’S NAME AND SIGNATURE DATE TELEPHONE NUMBER
Leroy D. Baca, Sheriff (323) 526-5000
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Quality and Productivity Commission

27" Annual Productivity and Quality Awards Program
“Saluting County Excellence”

2013 APPLICATION

Title of Project (Limited to 50 characters, including spaces, using Arial 12 point font):
NAME OF PROJECT: LOCKBOX CHECK PROCESSING SYSTEM

FACT SHEET — LIMITED TO 3 PAGES ONLY: Describe the Challenge, Solution, and Benefits of the project,
written in plain language. Include a discussion of the technology and linkage to the County Strategic
Plan. The description should identify Performance Measures.

CHALLENGE

By statute, the Department has numerous responsibilities in enforcing civil court orders.
One of these responsibilities is to receive and disburse funds for garnishments. A
garnishment is a court order directing that money or property belonging to a debtor but
in the possession of another (such as wages earned but not yet paid or money in a
bank account), be diverted to pay off the debt. The employer or bank sends the
garnished funds to the Department, and the Department then disburses the proceeds to
the creditor. ,

Each year the Department’s Civil Management Bureau (CMB) receives over 400,000
garnishment checks from employers and banks. CMB deposits their checks, waits for
the checks to clear, then disburses the funds to the creditors and maintains accounting
ledgers for each of the garnishment cases. Employers often send one check covering
garnished wages for more than one employee, so CMB must split the receipt into
multiple accounts. Employers sometimes garnish more than is allowed by the court
order, in which case CMB must either return the check or issue a refund.

This function would be fairly straightforward if checks arrived in a uniform manner along
with complete and accurate memo information. However, the checks do not arrive that
way; as a result, this function is labor intensive, error-prone, and requires an in-depth
knowledge of complex rules and procedures. This is exacerbated by CMB'’s user-
unfriendly 25-year-old computer system.

As the volume of CMB’s workload grew over the years, the challenge was to streamline
garnishment processing to avoid the cost of adding staff and expanding office space.
CMB'’s largest field office, located within the Stanley Mosk Courthouse in downtown Los
Angeles, had developed a backlog of over 20,000 garnishment checks received but
otherwise untouched. Members of the public—debtors whose wages had been
garnished, employers’ payroll managers, and creditors who were waiting for money
owed them—were becoming frustrated. The Auditor-Controller’s office pointed out
potential legal risks.

It was estimated that current staffing levels could process 70% of the workload volume,
and the other 30% would require overtime—an expensive temporary band aid but not
an ongoing solution.

SOLUTION
The solution was to outsource the processing of garnishment checks to an automated
remittance-processing facility called a “lockbox” service. CMB engaged Wells Fargo
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Quality and Productivity Commission

27™ Annual Productivity and Quality Awards Program
“Saluting County Excellence”

2013 APPLICATION

Title of Project (Limited to 50 characters, including spaces, using Arial 12 point font):

NAME OF PROJECT: LOCKBOX CHECK PROCESSING SYSTEM

Bank for this service. Employers now send garnishment checks directly to Wells Fargo.
CMB clerks no longer perform the manual task of opening the envelopes, entering the
data, and depositing the checks. Wells Fargo sends CMB electronic images of the
checks deposited, along with data files identifying each check amount and the
application of those funds to specific garnishment accounts. Wells Fargo completes this
process just hours after the post office delivers each bundle of checks to them.

Once CMB receives the electronic data from Wells Fargo, process clerks validate the
data and update CMB accounting ledgers. CMB reengineered its business process and
worked with a software contractor to develop a web-based computer program to
perform these tasks. The new computer program sends and receives data from Wells
Fargo and posts data to the accounting system. It also provides a mechanism for clerks
to handle “exceptions.” An “exception” is a check that has been processed by Wells
Fargo and deposited into CMB’s bank account but does not pass validity tests for
applying funds to specific garnishment case accounts. CMB clerks in 20 field offices—
who no longer handle the incoming checks—resolve these exceptions. The exception
rate is 20-25% of the checks Wells Fargo processes. Resolving an exception takes a
fraction of the time that manually processing a check previously took. The non-
exceptions—75-80% of the checks Wells Fargo processes—are directly posted into
CMB'’s accounting database without manual intervention.

The new lockbox check processing system provides for storage and retrieval of
electronic images of the checks and other documentation received. If there is a
question about a transaction, any user can view the relevant material.

The implementation of this project started with a pilot group of field offices in June 2012
and was later progressively rolled out to all the CMB offices. The system has been fully
functional since October 2012. Since its implementation, cooperation with the
employers sending the checks has improved. CMB expects that as time progresses,
the exception rate will decrease. This implementation included the training of over 100
CMB clerks and supervisors.

BENEFITS

By outsourcing garnishment check processing to an automated service facility and
streamlining the business process, the cost avoidance is approximately $3,202,500
annually.

As an added benefit, the system improves the timeliness of collection processing.
There is no longer a backlog of collection checks. So with that off their plate, CMB
clerks can devote more attention to the myriad of other demands, improving the
timeliness of all CMB functions.
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Title of Project (Limited to 50 characters, including spaces, using Arial 12 point font):

NAME OF PROJECT: LOCKBOX CHECK PROCESSING SYSTEM

Customer service is improved by having an online database to access collection
documentation. It reduces the time necessary for inquiries because clerks can quickly
search for checks based on key fields such as check number, case number, or
employer name. The offices previously kept the collection check stubs for a year. The
online database removes the need to keep these, thereby creating more space in the
offices.

One of the additional features of the new system is that CMB can run productivity
reports. Supervisors are able to see how much work is being done by each employee
or office.

The “lockbox” check processing system has made a significant contribution toward
greater productivity and better service to the thousands of people—debtors, creditors,
and employers—who must step through the garnishment process. More importantly,
the lockbox project launches a long-term strategy for CMB process improvement. Two
more projects are now getting underway. One is called electronic funds transfer
(EFT)—instead of having to cut and mail CMB paper checks, employers’ payroll
systems can initiate electronic deposits into CMB'’s bank account and provide electronic
remittance advice showing how those funds are to be applied to specific garnishment
cases. This eliminates the need to re-key what employers’ payroll systems have
already transacted and also eliminates the mailing, paper-handling, and check-clearing
steps. The other project is to replace CMB’s 25-year-old user-unfriendly case-
management and accounting system with a state-of-the-art system that will streamline
all civil enforcement functions and eliminate the need to store documents in paper files
at 20 field offices.

LINKAGE TO THE COUNTY STRATEGIC PLAN (DETAIL IS REQUIRED
FOR COUNTY DEPARTMENTS):

This Lockbox Check Processing System project was accomplished during the fiscal
year ending June 2012, so CMB is referring to the County’s 2012 Strategic Plan. This
project was not specifically called out in that plan, but it clearly fits within the stated
purpose of Strategic Initiative 4, “County Fiscal and Information Technology
Management and Cost Effectiveness.” In addition, this project is “strategic” in that it is
the first of a planned series of projects to transition all civil enforcement business
processes from being labor-intensive, paper-centric, and technologically obsolescent to
a modern system integrated into the community’s e-commerce environment. Economic
investment will not take place in a region that lacks effective, timely mechanisms to
enforce civil law, so ultimately this overall program is vital to sustain the growth of the
economy of the Los Angeles metropolitan area.
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Title of Project (Limited to 50 characters, including spaces, using Arial 12 point font):

NAME OF PROJECT: LOCKBOX CHECK PROCESSING SYSTEM

COST AVOIDANCE, COST SAVINGS, AND REVENUE GENERATED (ESTIMATED BENEFIT): If you are claiming

cost benefits, include a calculation on this page. You must include an explanation of the County cost
savings, cost avoidance or new revenue that matches the numbers in the box. Remember to keep

your supporting documentation.

Cost Avoidance: Costs that are eliminated or not incurred as a result of program outcomes.

Cost Savings: A reduction or lessening of expenditures as a result of program outcomes.

Revenue: Increases in existing revenue streams or new revenue sources to the County as a result of program outcomes.

& 2 (3) (M+@)+@3) SERVICE
ACTUAL/ESTIMATED ACTUAL/ESTIMATED ACTUAL/ESTIMATED TOoTAL ANNUAL ENHANCEMENT
ANNUAL Cost ANNUAL COST SAVINGS ANNUAL ReEVENUE ACTUAL/ESTIMATED PROJECT
AVOIDANCE BENEFIT
$ $ X
$ 3,202,500 $ 3,202,500
ANNUAL= 12 MONTHS ONLY
Annual Collections (checks) 420,000
Time Required For Each Collections (Minutes) 15
Percentage Handled Through Overtime 30%
Hours Required For Handling Collections 73,500
Overtime Hours Required For Handling Collections 47,250
Total Hours Needed 120,750
Hourly Rate Loaded 30
Total Cost of Data Entry Annually S 3,622,500
Wells Fargo's Cost Monthly S 35,000
Wells Fargo's Cost Annually S 420,000
Annual Savings S 3,202,500
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