Phase II: Budget Integration

eCAPS and Performance Counts!
The first phase of Performance Counts! worked with pilot and, subsequently all departments, in development and reporting of performance measurement information under the common Performance Counts! framework.  Phase II is to work with departments to align their Performance Counts! programs and their budgets to understand resources invested and results achieved.
In Phase II of Performance Counts!, departments will align their Performance Counts! programs and their budget by developing a methodology for cost reporting and begin tracking the actual expenditures associated with these programs..  This association and monitoring are achieved in eCAPS through the use of chart of account elements and associated attributes that have been reserved for performance measurement use.  
Link with Proposed Budget Process

The approach described above was implemented in FY 2005/06 in eCAPS Financial and is in use by the first wave of pilot departments.  The approach is being incorporated in the eCAPS Budget Preparation Module which is currently under design.  The second wave of pilot Departments will prepare their budgets using these concepts for FY 2006/07.  It should be noted that the PC! program budget is for monitoring and reporting only, and is not for budgetary control.  However, the alignment process means that programs identified for Performance Counts! and the amounts associated with these programs will equal the department’s total budget.

Through this next Phase of Performance Counts!, the County is making another important step to better understand the resources invested and results achieved and begin the process of “budgeting for results”.  The County’s approach is to phase this in over time with this initial effort focusing on allocating costs to programs. It is expected that most departments will continue to follow the current practice of organizationally-based budgeting and then allocating costs to PC! programs.  As departments better understand the cost of programs, the County will be better positioned to move to program-based budgeting in the future.
eCAPS Coding Components

The primary chart of account element used for performance measurement is the function.  Function represents the line of business for the department, and has four attributes in eCAPS Financial and five attributes in eCAPS Budget Preparation.  Four of the five function attributes in eCAPS Budget Preparation are the same as those in eCAPS Financial.  The fifth attribute is not applicable in the financial module.  Attachment 1 shows the relationship of a Function Code to its attributes.  
The five function attributes are:

· Group – Group is intended to facilitate County-level reporting.  Each function is assigned to one and only group.  The group coding is recommended to represent the County Strategic Plan Goals. Group codes are not specific to each fiscal year and are intended to remain stable each year.  Each function can be coded to one and only one group.  There are six groups.  They are:  
· CFS1 – Children and Family Services

· CSV1 – Community Services

· HMH1 – Health and Mental Health Services

· OGE1 – Organizational Effectiveness

· PBS1 – Public Safety

· 9999 – Undefined 

These Groups reflect the County Strategic Plan Goals (the four Programmatic Goals and one Organizational Goal).  We have used only one over-arching Organizational Goal to reduce the likelihood of inconsistent coding across the four Organizational Goals since the Strategies associated with the four Organizational Goals overlap.  Additionally, the majority of the costs related to internal services will likely be included in the cost of the direct service provider department through interdepartmental billing.
· Type – Type is also intended to facilitate County-level reporting.  Each function is assigned to one type.  The type coding is recommended to represent a functional list of services provided by the County.  This list is specific to each fiscal year and is intended to be reviewed, updated and modified, added and edited, as necessary, annually.
Note that the list of types includes the same type of service coded twice:  once to designate services to children and families; once to designate services to adults.  This coding setup allows for an easy sort of functions by types that refer to “children and families” and supports development of the CFB.  For the purposes of this effort, the definition of a child and family are those that have been used in the CFB:

· Child- Individual aged 0-21

· Family - Consists of two or more people who are members of the same household, including a child, as defined above, and at least one person who is a parent, guardian or adult fulfilling the parental role.
Note:  There is no limitation on the group/type combination.  A function is coded to a group and type independently.  There is no connection between the group and type assignment which provides flexibility in coding, as shown in the example of the Auditor Controller’s budget.  Each function can be assigned to a unique group/type combination.
· Category – Category has been reserved for use by Departments. Departments may use to provide rollups that will support their own reporting requirements.

· Class – Class represents a PC! Program . Multiple functions can roll-up to one class or a class may have only one function. For example, the Auditor-Controller’s Office has established a PC! program called Accounting and Reporting.  Accounting and reporting is both the function and function class.
· 9999 Undefined – The undefined group is used as a temporary holding place for cost that must be allocated to functions and groups based upon data that is not available at the time cost is incurred.  An example of this is when cost are required to be allocated based upon the percentage of hours worked in a particular area.  The data needed to calculate the applicable percentage are usually not available until after the cost has been incurred and the transaction has been posted to the financial system.  When the cost is posted to a function that rolls to this group, it is later transferred via a JV process to the appropriate function and group once the necessary data is available to make that determination.
Children and Families Budget
In addition to aligning Performance Counts! programs with departmental budgets, the eCAPS system allows departments to define function roll-ups to meet reporting requirements for the Children and Families Budget (CFB).  Over the next year, development of the CFB will be integrated with the Proposed Budget process.  Departments will identify costs that are relevant to the CFB by creating function codes and assigning the appropriate CFB type (see discussion above).
The goal of the Children and Families Budget is to measure and communicate the affect County programs are having, both individually and collectively, on improving the lives of children and families as measured by the five Board-approved outcomes:

· Good Health

· Safety and Survival

· Economic Well-Being

· Social and Emotional Well-Being

· Education and Workforce Readiness

The CFB highlights those services directly benefiting children and families in Los Angeles County.  In most cases, the CFB provides a more detailed breakout of programs and related results than PC!, focusing on specific services that primarily serve children and families.  Departments involved in the CFB should establish functions under a class (PC! program) to identify those components of a larger PC! program that relate to services for children and families.  

For example, one of DPSS’ PC! programs is CalWORKS.  In the Children and Families Budget, the CalWORKS program is presented as four of several programs:

· Cal-Learn

· CalWORKS Cash Assistance
· CalWORKS Welfare to Work
· CalWORKS Stage 1 Child Care Program.

Using the eCAPS methodology, the aggregate of CalWORKS services would be identified as a class and each of the specific business lines (Cal-Learn, Cash Assistance, etc.) would be identified as functions.  This would allow DPSS to report both the aggregate cost for CalWORKS for PC! and the program detail for the CFB. 


Steps in Developing the Developing Function Codes and Setup of Performance Counts! in eCAPS
Each department must take the following steps in order to set up Performance Counts! Programs and align them to their operating budgets:

1. Identify Performance Counts! Program, referred to as a Function Class in eCAPS.  Create a code for each Function Class, and complete the Function Class worksheet.
2. Identify Children and Families Budget (CFB) Programs.
3. Determine if Function Categories are needed for unique departmental reporting requirements.  If needed, create Function Categories, including codes for each, and enter into the Function Category worksheet

4. Review the Function Types list.  This is a countywide list, and is meant to meet all Departments’ needs. (If you feel that there is a need for an additional Function Type, please contact the Special Projects Unit, of the Chief Administrative Office, to discuss this need.) 

5. Develop Function Codes for your department’s lines of business (keep in mind that each can only roll to one group, one type, one category, one class, and one CFB).  Complete the Function Code worksheet, being sure to identify and also enter a group, type, class, and CFB and category if applicable for each.
Further Suggestions for Aligning PC! Programs and Proposed Budget
· Review Performance Counts! Program Definitions - As departments start to align PC! programs and budgets, managers may realize that they way PC! programs are currently defined may not provide the information needed for managers to understand costs and results.  In some cases, the PC! program may combine multiple services that need to be segregated so that the cost and service results are more effectively linked.  
· Consider CFB and other Reporting Requirements - In defining the function codes, departments should consider reporting requirements for both the Proposed Budget and the CFB.  Some departments may need to create similar function codes for PC! and the CFB – one function to represent services to adult and one function to represent services to children and families.  In other cases, departments may want to consider how to link costs with existing state or federal reporting mandates.  For example, the Department of Health Services, expanded their list of PC! programs to match to state mandated hospital cost report.

· Consider Alternative Strategies to Allocate Costs – It is expected that departments will continue to develop budgets organizationally; i.e. budgeting for the costs associated with the organizational units within their departments until departments have a better understanding and experience with the actual costs of programs and services.  Once program budgets are established with eCAPS, departments have used several different means of allocating costs to programs:
·  Assigning specific organizational units to programs – Some departments may be organized in that specific organizational units are directly associated with the cost of delivering a program or providing a service.  In this case, the department may determine that by mapping organizational units to programs can be used to determine the cost of program.  
· Allocating costs based on statistical data – Workload data may be used to assign costs to different programs or functions.  For example, in cases where staff work on multiple different programs, the department case use workload statistics to allocate labor and other costs to programs. 
· Allocating costs based on time-studies – Several departments, particularly those that provide mandated federal health and human service programs, are required to conduct time studies to allocate costs to programs.  These time studies can be used as the basis for allocating costs to programs.
· Collecting actual costs of programs – Some departments may use this process as a vehicle for implementing timesheets and other ways to accurately capture the costs of programs. Under this approach, employees would be required to complete timesheets that assign their time to the specific program or function on which they worked..  Services and supplies would be also be coded to specific functions or programs or allocated based on the share of direct labor costs.
· Contact Other Departments as Resources – Departments are encouraged to review how other departments have defined programs in the Proposed Budget and/or contact departments to compare how they are defining programs and allocating costs.  A copy of the Performance Counts! Phase II pilot and current Phase II departments contacts have been provided.

Attachment 1
eCAPS/Performance Counts! Reporting Model

Note:  Functions can be coded to any group/type/class combination.  Each assignment to a group/type/class is an independent variable.  
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