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Executive Summary
The State of Michigan is submitting our Uniform Commercial Code (UCC) On-line Project for consideration in the Government to Business category. This system allows businesses, primarily banks and financial institutions, to electronically file and retrieve UCC secure transaction documents in accordance with Article 9 of the Uniform Commercial Code.

Michigan is the first state to develop and implement a UCC On-line application designed to automate the filing, and searching of secured transaction documents over the Internet.  This on-line system allows the creditor to file financial statements against the debtor’s collateral.  With this information on line and readily available to other potential creditors a protective measure is provided that was not available in the past.

To assist lenders in filing and retrieving UCC secure transactions, provide a timely response to queries for information, and reduce operational costs for both the Government and the business, the State of Michigan has developed an application that allows lenders to electronically file their secure transaction documents.  This application has made the State of Michigan a leader in Government to Business interaction for the following reasons:

· Government operations have improved significantly in just a very short period of time.  Manual processes have been greatly reduced, real costs such as mailing and reproduction costs have been eliminated, customer satisfaction has increased, and payment for services rendered has been improved.  All of this has been accomplished by providing an on-line method to file and retrieve UCC information.

· Benefits have accrued to both Government and Business.  The Government has realized a reduced workload and has been able to redirect resources to other tasks.  Businesses are able to get their documents posted to the system faster and are able to retrieve documents within minutes as opposed to days with the previous method.  Businesses can conduct their queries on their time schedule instead on normal Government business hours since the application is available 24 hours a day, 7 days a week. And costs have been reduced for both the Government and the businesses.

· There has already been a return on investment and as the application becomes better known the return will only increase.  The Government saves time and money in the handling and processing of submissions and requests for documents on file.  Businesses save money in fees paid to the Government, time spent waiting for replies, and costs associated with preparing and mailing requests for filings.
· The short-term payback, when reduced for start-up costs of $442,213, net out at $624,287. The long-term payback, when reduced by the yearly maintenance costs, will net out at $1,016,500 per year.

The Uniform Commercial Code On-line Application serves as an excellent example of how Government, using technology, can improve their processes to support Business in the execution of tasks. The enterprise-wide, collaborative approach enabled by the creation of the Michigan Department of Information Technology makes such projects particularly effective.

A. Description of Project

Background 
The Uniform Commercial Code, or UCC, is a law that governs commercial transactions.  The code includes eleven articles covering a variety of areas such as sales, negotiable instruments, bank deposits and collections and investment securities.  Article 9 of the UCC, titled Secured Transactions, designates the office of the Secretary of State as the place for the filing and searching of secured transaction documents.

Michigan is the first State to develop and implement a UCC On-Line Project designed to automate the filing, and searching of secured transition documents over the Internet.  This on-line system allows the creditor to file financial statements against a debtor’s collateral.  Having this information on-line and available to other potential creditors provides a protective measure because it provides public notice that assets have been committed as collateral.  Both business and Government embraced this project because it eliminated problems associated with the filing and searching for secured transactions, including:

· Filing – UCC filings were mailed to the Department of State.  They were then reviewed and processed for scanning and entry to the UCC system.  Depending on workload this process could take days or even weeks to accomplish.

· Searching – Requests for searches were received from customers via mail, fax, or walk-in.  The request had to be reviewed and then the document would be requested from the system.  Once the document was printed and verified to be correct it would have to be mailed to the requestor.  This process was very time and resource heavy.

· Turn-around time – Depending on the volume of work it would take days to possibly weeks to file the secured transaction document.  Requests for documents would be handled on a first come first serve basis.  Again, depending of the volume of work in could take days to retrieve the document and mail it back to the requestor.

· Payment – Under the old system the Department of State could accept only cash or check for the payment of retrieval services.  The handling and processing of payments added to the workload of the Department of State personnel. This on-line system allows for the use of credit cards and automatic check handling processing.

In the summer of 2003, the Department of State successfully piloted the UCC on-line process with a designated financial institution.  Following the initial pilot, the pilot was expanded to over 60 financial institutions in order to test the ability to handle a larger volume of requests.  After successful completion of the extended pilot the on-line application was made available to all users.  There are currently over 1,600 users registered on the system (Users come from 20 states including Michigan).

Technical Infrastructure/Architecture 

The current front-end architecture is built on a highly available/load balanced Unix platform.  The platform consists of 4 Sun E450 Web Servers each with 4 CPUs, 2 Sun E450 Application Servers each with 4CPUs, 2 E450 Sun MQ Servers, and 2 IBM p660 Data base Servers each with 8 CPUs.  This configuration provides a redundant capability and ensures 24 hours, 7 day a week operation with no down time.  The back-end architecture is comprised of 6 Intel servers.  There are 2 application servers, 2 database servers, a print-fax server, and an image server.  Additionally there is an optical jukebox for image storage and retrieval from 140 optical platters.

Software includes Websphere Application Server, Websphere Commerce Suite, MQ series, Adobe Acrobat, Adlib express, and FileNET.  On-line credit card and ACH payments are processed using IBM Payment Manager.

B. Significance to the Improved Operation of Government 

Michigan’s strategy is to migrate all UCC filings and searches from manual handling to electronic submission and retrieval.  This strategy is allowing Michigan to reallocate resources and improve service to its customers.  The Department of State has noted improvements in the following areas:

· Staff time savings – Face-to-face customer time, manual data entry, and mailroom operations have been greatly reduced.  The time associated with each activity had been redeployed toward other activities associated with servicing the citizens of Michigan.

· Cost savings – Mailing costs, data entry costs, document review and retrieval costs, and reproduction costs have been greatly reduced.  These savings have been redirected into other critical areas within the Department of State.

· Customer satisfaction – Turn around time for most requests is near instantaneous, while large documents may take longer, this is much better than the days it took before UCC on-line became operational.  Customers can make timely decisions and debtors can proceed with their business plans in a more timely fashion.  The filing of secured transactions is also instantaneous so requestors will receive the most current information on which to base their decisions.  Furthermore, customers can conduct business at any time of the day or night so they are not hampered by Government business hours.

· Payment handling – Under the UCC on-line application payment can now be made with a credit card or through ACH processing.  This is much better than the old method, which allowed for just cash or check payment.  The Department of State saves time and money since they do not have to handle cash and manually process check payments. 

C. Benefits 

The UCC on-line application has provided several benefits to both business and the Government.  Businesses have been very receptive to conducting their UCC transactions on line.  Specific measures of program benefits include:

Multiple Channels  - This application is the first step in replacing the manual process of entering and retrieving UCC filings within the State with electronic channels.  The initial success of this program has given both business and government the confidence to continue with this new and innovative approach.

Convenience   - The business that wants to fill or retrieve UCC information from the State of Michigan no longer have to mail, fax, or travel to a Secretary of State Office to conduct their business.  They can file or retrieve the information from their desk over the Internet in a matter of minutes.  Businesses can process their UCC actions over the Internet any time of the day or night so they are not constrained by normal business hours. Businesses can complete their actions in a reduced amount of time and thus provide better service to their clients.

Improved Customer Service  - On-line filing and retrieval of UCC information means that businesses have their secure transactions filed and they are able to retrieve data within minutes instead of days or weeks.  The possibility of human error has been greatly reduced.  Documents that have been retrieved stay available for 30 days without added cost to the business so businesses may print multiple copies if desired.

Improved Workload Throughput  - Department of State personnel that were normally deployed to perform the tasks of filing and retrieving UCC information have been re-assigned to other areas.  Businesses do not have to wait weeks for UCC information to arrive at their offices so they can process credit requests much faster and move on to other clients.  Businesses are able to handle more requests with the same amount of resources.

Reduced Costs  - With the UCC on-line application several operations can be eliminated.  Mailroom operational costs are eliminated; fewer State resources are needed to handle requests are needed, and reproduction costs are eliminated.  The businesses that use UCC on-line also reduce their costs since the fee charged by the State is reduced, mailing costs are eliminated, and time spent handling client requests is reduced due to timely responses.  These reduced costs and cost avoidance items have been key elements in the adoption of the UCC on-line application by the business community.

D. Return on Investment – Short Term / Long Term Payback

Both short and long term cost avoidance permits shifting resources to other Departmental functions.

Short Term Payback:

The Uniform Commercial Code system was developed using contract staff at a cost of  $442,213.  First year cost avoidance for the Government have been identified as $1,066,500.  Additionally first year cost avoidance for Businesses could be as much as $643,000.  The short-term payback, when reduced for start-up costs of $442,213, net out at $624,287. 

	Parameter
	Current
	Savings

	Employee Costs
	Each Department of State employee costs approximately $80,000 a year in wages and benefits
	A minimum of 12 staff would be needed to handle the volume of filings now being handled by the on-line system. This will result in a cost avoidance of $960,000.

	Reproduction Costs
	All requests had to be printed, reviewed for completeness, and packaged for mailing. Reproduction costs for printers, paper and toner, and maintenance are approximately $65,000 per year.
	It is estimated that at least 75% of requests will now be done on-line.  This will provide cost avoidance of  $48,750.

	Mailing Costs
	All UCC retrievals were mailed to the requestor at an annual cost of approximately $77,000.
	It is estimated that at least 75% of requests will now be done on-line. This will provide a cost avoidance of  $57,750. 

	Business Costs
	Businesses have been charged an additional $25.00 per request if they asked for expeditious handling. In 2003 25,750 requests were received for expeditious handling. This generated $643,000 in fees.
	The expeditious handling fee is not charged for on-line retrievals thus saving businesses $643,000 per year.


Long Term Payback: 
Long-term cost avoidance is estimated to be approximately $1,066, 500 a year but could be even greater if more businesses use the on-line system.  On going maintenance costs of the system are estimated to be approximately $50,000 per year.  The long-term payback, when reduced by the yearly maintenance costs, will net out at $1,016,500 per year.

