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Executive Summary:

The University Lands Accounting Office/West Texas Operations (UL/WTO) is responsible for collecting all royalties, maximizing income from the Royalty In-Kind program, and ensuring lease compliance on the Permanent University Fund (PUF) lands.  PUF lands consist of 2.1 million acres mostly in nineteen West Texas counties.     Investment income from the PUF benefits the University of Texas and Texas A&M Systems, by financing construction, renovations, major library acquisitions, significant educational and research equipment, and academic excellence programs.  

The Texas Education Code requires monthly reporting of all producing oil and gas leases.  Prior to January 1, 2000, UL/WTO received an estimated 5,600 reports and other documents each month.  UL/WTO now receives over 95% of all reports and over 95% of royalties on University Lands electronically.    Error rates have been reduced by over 86% and the information is available 57 days earlier or within 3 days of being received instead of 60 days as was the case using the paper-based system.    

ERS/e-CARE is an internally developed application that provides a web-based mechanism allowing oil and gas lessees and payors to submit electronic reports to UL/WTO.  It is the first state or federal royalty-receiving agency to achieve a 95% success rate for royalty reporting and payments and the only agency to have a virtual on-line accounts receivable function.  Users can file required submissions using a web data-entry screen or, for large volumes, submit reports using file transfer protocol (FTP).  Filers receive immediate feedback electronically regarding the acceptance or rejection of their submissions.  User buy-in and trust was achieved by our providing training and through our obtaining an independent audit of the design by a national accounting firm.  This firm has continued to audit the system annually to ensure system security and integrity.  Recurring data is pre-populated on the data entry screen or the FTP file format to achieve filing efficiencies.  In addition, electronic reporters are automatically advised if they have missing reports or amounts outstanding.  Amendments can be filed on-line as well.  These features have saved companies hundreds of thousands of dollars in penalties and interest charges.  

ERS/e-CARE maintains a complete history of all submissions.  Users are allowed to conduct business and reconcile their accounts on-line on a 24/7 365 day a year basis from any computer with a web browser and Internet access.  No specialized software is required.  By capturing data timely in electronic format, additional collateral benefits have been derived.  UL/WTO is mining 100% of the transaction file data to look for anomalies.  

As a result of the use of technology, from fiscal year 1992 to fiscal year 2001, UL/WTO’s budget increased only $65,000 on an inflation-adjusted basis, and staffing levels have been reduced by over 25%.  

A.  Description of project, including length of time in operation.

The University of Texas at Austin’s mainframe computer is used to host the ERS/e-CARE system.  UL/WTO looked for ways to capitalize on the reliability and integrity of the legacy system while taking advantage of modern technologies.  The paper-based system was labor intensive and the data the agency received was error prone.  Error resolution processes were costly and time consuming.    

ERS/e-CARE is an internally developed application using Java Script designed and implemented by systems analysts from UT Austin, UL/WTO staff, and a private vendor, that provides a web-based mechanism allowing oil and gas lessees and payors to submit electronic reports to UL/WTO.  The various ERS/e-CARE development projects were deployed on an incremental basis building on each success. The two methods for submitting information are web-based data entry and web-based file transfer protocol (FTP).  This data is submitted from the web or FTP server to an enterprise server for processing.  Header information and other recurring data are pre-populated on the reports.    At login users are notified of outstanding reports and outstanding balances.  All web pages have a direct email link to a monitored email box, which facilitates interaction with customers.  

Automation of the royalty payment summary report was completed and deployed in October 1998.  This innovation reduced data entry by 5,000 line items per month. Positive results, feedback from users, and management confidence encouraged UL/WTO to proceed with the automation of production reports, which was deployed in mid 1999.  An amendment feature for royalty production reports was deployed in August 2000.     UL/WTO realized it could capitalize on the hundreds of oil and gas company personnel to monitor their own accounts by providing a virtual accounts receivable.  The Electronic Customer Accounts Receivable (e-CARE) module was deployed September 1, 2001.  e-CARE is a virtual real time electronic account statement comparing royalties due to royalties paid and enabling users to reconcile their accounts.  In order to meet the needs of visually impaired users, ERS/e-CARE functions are ADA compliant.

B.  Significance to the Improvement of the Operation of Government.

The critical factors for the successful creation of ERS/e-CARE were as follows: 1) to reduce the time being spent on data entry in order to redirect data entry staff to document imaging, 2) to reduce the time being spent on error correction and resubmission activities, 3) to improve the timeliness of making data available on the mainframe computer, and 4) to improve the efficiency and effectiveness of the audit and reconciliation function. 

ERS/e-CARE has been successful in all of these areas.  This system has improved the audit and reconciliation cycle.  ERS/e-Care allows error detection to occur at least two years sooner.  This program detected an underpayment of hundreds of thousands of dollars in royalties by comparing the payments for a given period to previous periods.  This single detection paid for the programming cost many times over.  

ERS/e-CARE provides 95% of the data 57 days sooner than the old paper based data entry method.  Because of the timeliness and quality of the data, UL/WTO will be able to shorten the audit cycle by up to two years.  The goal is to perform audits within six months after receipt.  Mining the data to detect anomalies and contacting the company quickly allows companies to correct systemic errors before audit detection as well.  

C.  Benefits Realized by Service Recipients, Taxpayers, Agency, or State.

UL/WTO:

· Greatly improved data integrity due to error elimination edits at time of report filing.

· Less time spent on data capture and data retrieval.

· Reduction of office space:  Over 3.300 square feet was redeployed to another department.

·  The evolution of the accounting to a web based system broadens the ability for UL/WTO to recruit and retain employees by allowing telecommuting.

· Data entry time has been redirected to document imaging.  Over 70 years of historical data is being converted to imaged documents.  

· Reduced staffing requirements

· Less costly method of detecting errors and collecting underpayments.

· Utilization of hundreds of oil and gas company accountants to reconcile accounts. 

Benefits to Companies:

· 24/7 365 day a year ability to file reports and reconcile accounts.

· Email access to technical support .

· On-line notification regarding outstanding balances due and missing reports.

· Validation checks with immediate feedback regarding acceptance of report.

· Pre-populated header information eliminates redundant keystrokes.

· History of all reports filed available on-line.

· Ability to submit amended reports on-line.

· Ability to FTP reports for large volumes on-line.

· No requirement of Value Added Vendor (VAN) or software.  All that is necessary is a web browser and Internet access.

· Significant time savings submitting reports.

D.  Return on investment, short-term/long-term payback.

For FY1999, FY2000, and FY2001 UL/WTO realized cost savings of $29,484, net of investments of $307,224.  Projected annual recurring cost savings from ERS/e-Care for FY2002 and subsequent years is estimated to be in excess of $300,000 annually.  The projected savings are based upon no additional cost expenditures.  UL/WTO now operates with 20 FTE’s.  In FY1992, 27 FTE’s were required.  From FY1992-FT2001, UL/WTO’s budget increased by only $65,000 on an inflation adjusted basis.  

As a result of the deployment of ERS/e-Care, time spent on several activities was reduced or eliminated.  Some of the results are:

· Processing mail reduced by 71.5%.

· Sorting of reports reduced by 69%.

· Batching documents for data entry reduced by 92.2%.

· Re-batching previously batched reports was eliminated entirely.

· Data entry reduced by 86.1%.

· Reports with errors decreased 77.2%.

· Reworking reports with errors reduced 89.4%.

· Reconciliation process reduced 1,200 hours.

