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Executive Summary

The Colorado Secretary of State’s office, in a continuing effort to improve the services offered to our customers, is web-enabling traditional functions of our office to improve efficiency, reduce costs both to government and the private sector, and increase the timeliness of the availability of information to our customers.

The four elements submitted for consideration for the NASCIO award are:

· Business Entity Searches – web-based searches of the business entity database maintained by the Colorado Secretary of State.  Searchers can query the database of business entities maintained by the Department, view imaged paper documents related to those entities, and determine for themselves the status of any entity;

· Certificates of Good Standing – web-based delivery of a free Certificate of Good Standing for eligible entities.  This type of certificate is commonly required when commercial loans are made – the lender wants to make sure that businesses are currently registered with the responsible authority.  These color certificates contain a validation number, which can be used at a later date to confirm the issuance of a certificate for the entity on the date on which the certificate was issued;

· Business Entity Periodic Report filing – web-based filing of a business entity periodic report.  Entities are required by law to keep pertinent information current with the Secretary of State by filing this report on an annual basis.  Entities can now file this report online using either a credit card, or a deposit account maintained with the office; and,

· Uniform Commercial Code lien filing – web-based filing of a Uniform Commercial Code (UCC) lien document.  UCC is a notification-based system so that commercial borrowers can file notices of transactions covered under the UCC, can gain information on outstanding lien obligations of potential borrowers, and debtors can find their standing with respect to UCC.

All four elements are fundamental to the conduct of business in Colorado.  The business entity search – recipient of the 2002 International Association of Corporation Administrators “Best of the Web Merit Award for Business Organization Search” – allows easy, free access to information and imaged documents filed with the Secretary of State.  Electronic filing of business entity periodic reports and UCC lien notices allow businesses to accomplish tasks faster and cheaper than possible using traditional methods.  Certificates of Good Standing are commonly required of businesses as they conduct their activities, as an indication that they are in fact registered with the appropriate authority.

This project – lowering costs of services, increasing the timeliness of filings and information and empowering business in Colorado – is respectfully submitted for consideration for the 2002 NASCIO Recognition Awards. 

Description of Project

The Colorado Secretary of State is responsible for the filing of documents, maintaining of records, and dissemination of information pertaining to various business and commercial matters.  The office administers corporations, both “for profit” and non-profit, limited liability companies, limited partnerships, trademarks, and various other business entities operating in Colorado.

The project submitted as a nominee for the 2002 NASCIO Recognition Award in “Digital Government: Government to Business” is part of the continuing effort by the Department of State to fulfill its mission statement:

“The mission of the Department of State is to serve the public by performing constitutional and statutory duties of collecting, securing, and communicating information, ensuring the integrity of elections, and enhancing commerce.”

The specific elements of the Secretary of State’s e-government efforts that are submitted for consideration are:

· Business Entity Searches – web-based searches of the business entity database maintained by the Colorado Secretary of State.  Searchers can query the database of business entities maintained by the Department, view imaged paper documents related to those entities, and determine for themselves the status of any entity;

· Certificates of Good Standing – web-based delivery of a Certificate of Good Standing for eligible entities.  This type of certificate is commonly required when commercial loans are made – the lender wants to make sure that businesses are currently registered with the responsible authority.  These color certificates contain a validation number, which can be used at a later date to confirm the issuance of a certificate for the entity on the date on which the certificate was issued;

· Business Entity Periodic Report filing – web-based filing of a business entity periodic report.  Entities are required by law to keep pertinent information current with the Secretary of State by filing this report on an annual basis.  Entities can now file this report online using either a credit card, or a deposit account maintained with the office; and,

· Uniform Commercial Code lien filing – web-based filing of a Uniform Commercial Code (UCC) lien document.  UCC is a notification-based system so that commercial borrowers can file notices of transactions covered under the UCC, can gain information on outstanding lien obligations of potential borrowers, and debtors can find their standing with respect to UCC.

All four elements have been in operation since August of 2001.

Significance to the Improvement of the Operation of Government

The goals of the Department in bringing this project into operation are:

· Streamline the interaction of business with our office where appropriate and possible;

· Reduce the reliance on human expertise and interaction for business transactions, especially where the complexity of the transaction is low and transaction volume is high;

· Lower the cost to customers where electronic transactions lower the actual costs to the office; and,

· Increase the availability of up-to-date information to our customers.

The office’s continued efforts to use technology to improve our operation are most apparent in the Business Entities division of the office.  As the largest division within the Secretary of State’s office, this business unit bears the responsibility of carrying out the administrative functions required of the office for over 350,000 registered entities in Colorado.  With the continuing impulse to improve services while living within budget constraints, the need for increased efficiency and prudent use of resources has rarely been greater.  With a move toward e-government, the office is striving to provide services to our customers in more customer-centric, less government-reliant ways.  One example is the ability of any searcher to use the free online search of business entities in the state.  Previous to this application, customers had to pay for a search conducted by persons within our office if they wanted to organize a business under a given name, to determine whether the proposed name was actually not in use and available.  Today, searchers can discover for themselves whether a given name is already in use, for free.  They can then proceed with their plans, armed with this information.

Moving our customers to an e-business model offers advantages both to them and to our own staff.  Customers can avail themselves of needed services on their time, at their convenience.  Our staff can devote more of their time to some of the more complex transactions performed within our office, and can assist customers in learning how the e-business model can be faster and cheaper.

Faster: A businessman wants to close a commercial loan for his business.  Prior to his scheduled meeting at the financial institution, he goes online to search for information on his business on the Secretary of State’s website.  He finds that his periodic report is due the next week!  Will it be a problem at the loan closing?  No, the law allows for filing the report within a few weeks of its due date.  He uses the web site to file his periodic report, using a credit card, and then obtains a Certificate of Good Standing for his business from the same website.  He attends the meeting with his lender, who uses the Secretary of State’s website to verify the certificate’s authenticity.  The loan is closed, and the lender that afternoon completes the associated UCC filing using the Secretary of State’s website.

Cheaper: The e-government model allows for accomplishing the four tasks and  three transactions listed in the above paragraph much differently than in the traditional model.  Without even considering the need for stamps for letters, telephone charges for facsimile requests and conversations and the time lost waiting for responses and replying to them, the cost of the interaction with government is much lower.  Looking at the interactions individually:

· Conducting a search of the Secretary of State’s database is free to web users, but costs $5.00 per name searched if the search is conducted by a member of our staff.  Expedited service by our staff, with next day service guaranteed, costs an additional $50.00;

· Filing a periodic report for a domestic, for-profit entity is $10.00 if done via the website.  The filing fee for the same periodic report, but in paper, costs $25.00;

· Obtaining a Certificate of Good Standing via the web is free to anyone.  Obtaining the same document personally from our office costs $10.00; and,

· Filing a UCC statement electronically via our website is $5.00.  The web-based application even prevents a user from filing a document that will later be rejected.  Filing a paper UCC document costs $15.00, with the fee non-refundable in the event that the filing was rejected due to filer errors.

The minimum cost for traditional methods of interaction is thus $55.00.  The cost for the same interactions electronically is $15.00, or less than one-third the cost!  The same interactions that could take days to accomplish using traditional methods can literally be completed within hours.

Benefits of e-government

The benefits, and the ramifications, are noteworthy.  Customers can obtain some services of the office faster, easier and cheaper.  Staff of the Secretary of State are freed to concentrate on other duties.  The benefits to the office however are not without costs.

· E-government requires investment in technological resources, both people and machines.  The hardware and software to run enterprise web sites do not come cheap.  The technical people that design for the web environment, sustain the day-to-day operation of the environment, and move the environment forward possess skills that are much in demand.  Attracting and retaining talented people is a task that requires continuous attention.

· E-government requires sizable investment in existing customer service and help desk employees.  The questions that are posed by customers do change when an office begins to provide services electronically.  In addition to typical questions such as “What should I type in the Registered Agent field”, customer service representatives now also get questions like, “My browser just died right in the middle of completing my information, what do I do now?”.  Personnel in the office that formerly developed expertise with the particular forms filed with our office must increase their knowledge of web techniques in order to assist customers in using the e-government applications.

· E-government can empower customers compared to traditional methods of filing and retrieval of documents maintained by a filing office such as the Colorado Secretary of State.  In the traditional model, customers need to contact our office for information regarding business entities, and may pay to receive copies of documents filed in the past.  Filings are accomplished via mail, facsimile, or walk-in service, with the attendant delays in delivery.  These activities must all be conducted during the 7:30 a.m.-5:00 p.m. workday, when employees are available in the office.  In the e-government model, customers may discover for themselves, using Internet technologies, facts that may be pertinent.  They are not restricted only to inquiries which they have specified and paid for a staff member to perform, but can search at will among the entire database of business entities.  They can obtain, for free, complete paper copies via a web browser of all the documents filed with the filing office that they deem relevant or interesting.  They can file documents at less cost than filing in paper.  They can perform all these tasks on their time, when it is convenient for them to do so.

· E-government can free government employees to concentrate on other tasks.  In government as well as the private sector, competing priorities and deadlines often result in a continual balancing act among those priorities.  By making the office more self-service-oriented for our customers, we can concentrate on the administrative functions that are our responsibility to perform, while allowing customers fast, efficient access to web-enabled services of our office.

· E-government may reduce per-transaction costs for high-volume applications.  While substantial initial investments in people and technology may be required, the long-term impact of reducing staff involvement in transactions presents opportunities for cost savings.  An e-government model reduces staff and processing costs incurred at every step, from review of potential filings, through data-entry and scanning of documents, and on to future retrieval of the information and imaged documents.

· E-government does require additional attention to strategic planning by senior management of the government office.  If high-volume, recurring transactions are made available in a self-service model, both government and our customers can benefit.  If low-volume, low-incidence transactions are pursued first, the efficiency gains may be marginal, while still increasing the complexity of the questions directed toward our customer service and help desk staff.

In summary, the e-government model does provide the potential for great improvements in customer service, timeliness of filings, and access to the public information held by our office.  There are additional considerations beyond just web-enabling existing functions of the office, but the promise of decreased costs and increased efficiency for both government and our customers make e-government a viable option.

Return on Investment

In the case of the Colorado Secretary of State, some of the return on investment of moving to an e-government model for business entity periodic report filing is in the nature of cost avoidance.  A legislative change required that these reports, previously filed every two years, be filed every year beginning in January of 2002.  Faced with a doubling of the number of reports filed every year – from 175,000 reports processed annually to 350,000 reports annually – with no increase in staff dedicated to that function, the office proceeded to make those transactions available in a self-service, e-government mode.  A summary of the impact of providing electronic filing and searching capabilities for Secretary of State functions is presented on the following page:

Number of filings/deliveries of documents

Category
Paper

Electronic
Percent E-filed/E-delivered

UCC Filings
6,571
4,210

39%

Periodic Report Filings
11,446
3,366

23%

Search Requests
70
N/A

N/A

Certificates of GS
419

6,208

N/A

Financial Savings to Customers due to Electronic Transactions (per Month)

Category
Savings per Transaction
# of Transactions
Total Cost Savings

UCC Filings
$10.00
4,210
$42,100

Periodic Report Filings
$10.00 - $50.00

3,366
$61,310

Certificates of GS
$10.00
6,208
$62,080

Approximate Financial Savings to Office due to Electronic Transactions (per Month)

Category
Document Handling Time

# of Transactions
Total Cost Savings

UCC Filings
15 minutes
4,210
$14,514

Periodic Report Filings
12 minutes
3,366
$9,283

Certificates of GS
5 minutes
6,208
$7,134

Hardware/Software in Use

The Colorado Secretary of State maintains an n-tier computer system consisting mainly of Sun Microsystems Netra T1 servers running Netscape’s iPlanet web server software at the web server level, Enterprise 420R’s running Sun’s Forte application server software at the application server level, and Enterprise 5500’s and 6500’s running Informix Foundation 2000 database software at the database server level.  The network infrastructure consists of Cisco’s Catalyst switches and Pix firewalls.  All servers run Sun’s Solaris operating system.

� All figures represent the average per month, covering the period from August 2001 through June 2002


� The greatest transaction volume for the period examined was 4,990 in November 2001; the lowest volume was 2,187 in September 2001.


� The greatest transaction volume for the period examined was 6,423 in May 2002; the lowest volume was 204 in August 2001.


� Since web-based searches are free, individual searches conducted via the web are not tracked in detail.


� Figure represents Certificates of Good Standing paid for by customers during the time period examined, average per month.


� Figure for number of web-issued Certificates of Good Standing during the period examined, average per month.


� Filing fee for paper, domestic report is $25 versus $10 for e-filed; filing fee for paper, foreign report is $100 versus $50 for e-filed.


� All financial savings for document handling calculations prepared using the following values: employee salary of $2,400 per month, 174 working hours per month for an average hourly wage of $13.79.





