BOARD OF COMMISSIONERS

1 8. Main St., 9th Floor
Mount Clemens, Michigan 48043
586-469-5125 FAX 586-469-599%
macombcountymi.gov/boardofcommissioners

BUDGET COMMITTEE

WEDNESDAY, FEBRUARY 13, 2008

AGENDA

1. Call to Order

2. Pledge of Allegiance

3. Adoption of Agenda, as amended, to include items #3A, #7A, and #7B

3A. Approval of Minutes Dated 01-08-08 (Special Meeting) {previously distributed)
4, Public Participation

5. Receive and File Presentation on Equipment Maintenance Management Program {mailed)

6. Recommendation from Justice and Public Safety Committee Meeting of 01-14-08 (mailed)
Approve DMJM, Inc. for Jail Lock Control System Consulting

7.  Recommendation from Legislative and Administrative Services Committee Meeting of 02-04-08 {mailed)
Concur in Recommendation of IT Director and Approve Spending Reductions in the Amount
of $5,150 in the Telecommunications Budget

7A. Recommendation from Health Services Committee Meeting of 02-07-08 (attached)
Approve Payment of $40,000 to the City of New Baltimore from the Environmental Problems:
Lake/River Fund

7B. Appropriate Additional $800 to the 2008 NACo Award Application Allocation (attached)
(item waived by Planning and Economic Development Committee Chair)

8. Approve Request of Prosecuting Attorney and Appropriate $25,000 to Cover the Additional (mailed)
Cost in the Prosecution in the Steven Grant Case

9. Adopt 2008 - 2012 5-Year Capital Improvement Program {mailed)

10. Receive and File 2007 Contingency Report Update {mailed)

11. New Business

12. Public Participation

13. Adjournment
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RESOLUTION NO. FULL BOARD MEETING DATE:

AGENDA ITEM:

MACOMB COUNTY, MICHIGAN

RESOLUTION TO Receive and file presentation on Equipment Maintenance Management Program

INTRODUCED BY: Commissioner Don Brown, Chair, Budget Committee

COMMITTEE/MEETING DATE
Budget 02-13-08




February 5, 2008,

Don Brown

Macomb County Commissioner/District 13
ONE SOUTH MAIN / 9™ FLOGR

MOUNT CLEMENS, MICHIGAN 48043

Re: Equipment Maintenance Management Program
Hard Dollars Savings (20%-25%) Management Controls, Fiscal Accountability
Estimated Savings - $200,000-$400,000 doltars for Upcoming Fiscal Year
Over 3 Years - $600,000-1.2 miltion dollars

Dear Don:

Since 1982, Specialty Underwriters LLC has provided equipment maintenance management services to
governmentat bodies, educational facilities and other institutions worldwide. A superior alternative to
traditional service contracts, these services have help thousands of customers realize significant savings
through one master contract supplied by Specialty Underwriters LLC. The contract provides Macomb County
& 20-25% guaranteed discount on all maintenance/service contracts for office automation, computers and
other electronic equipment, and a 15% discount for all medical, laboratory and testing equipment,

The program enables you to keep your current service vendors. We are simply looking to show you a more
efficient way to manage repairs. Additionally, you will be able to outsource the purchase order and vendor
payment process which will lower your Department’s administrative burden.

WHAT ARE THE SPECIFIC ADVANTAGES

= Expense reduction - a fixed guaranteed cost - no more budget overruns or variances.
Outsourcing of the administration burden - no more purchase orders or check processing.
Increased administrative control, focus and confidence - routine management reports.
Broader, more comprehensive coverage of your equipment,
Professional management of equipment repairs.
Consolidation of your present contracts to a single manageable agreement with one common
anniversary date. :
= Inventory control of your equipment.

WHO HAS TAKEN ADVANTAGE OF THE PROGRAM?
= Kalamazoo County

Detroit News

S5t. Johns Health System

Macomb Community College

Michigan State University

In the meantime, please feel free to contact me or Joe Rakowiecki our local representative for the McNish
Group at 800.559.9910 should you have any general questions about this cost reduction opportunity.

Respectfully,

Greg Buhr
Product Specialist
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Procurement plan targets
maintenance management services
for office equipment ranging from
computers, copiers, and scanners to
telephones and security systems

By David Yarkin

among the nation’s most progressive in intro-

ducing innovative and leading-edge practices in
modernizing its procurement operations. Florida was
one of the first states in the country to introduce e-pro-
curement through its MyEloridaMarketplace tool and
one of the early adopters of strategic sourcing.

The state was also one of the first to see its strategic
sourcing consulting contracts expire and to implement
strategic sourcing on its own without consulting support.

In the October 2006 issue of Govermment Procure-
ment, the “Sourcing in the States” column asked read-
ers whether states could sustain strategic sourcing after
their consultants departed. With their procurement of
maintenance management services, Florida’s Depart-
ment of Management Services (DMS) answered this
question with a resounding yes, and again showed that
the Sunshine State was at the forefront of innovative
government procurement practices.

‘Mainienance contracts are among the trickiest—and
most costly=—contracts for chief procurement officers
to negotiate. Many products used in an office environ-

The State of Florida has long been considered

ment come with a warranty that, for a limited time,

covers required mainteriance, When'those wairanties
expire, pmgu'r,eme;nterattmeh_@_zbftgn encounter diffi-

culties.. Ori
tell th

yield'sole source contracts 4t rates far above market
prices. DMS aimed to rectify these challénges.

Multiple Agencies, Suppliers, and
Service Methods Lead State to Sourcing
In many ways, Florida’s procurement of equipment
maintenance management services comes directly from
the strategic sourcing playbook. The state’s spend for

26 GOVERNMENT PROCUREMENT / February 2007

. Many.times, thesé discuséions:

the state’s equipment was
being maintained and at
what cost. The method of payment was also inconsistent.

In some cases, the state was paying for maintenance
on a time-and-materials basis. More often, state agen-
cies had monthly, quarterly, or annual maintenance
contracts where the state paid a flat fee for all work per-
formed during a certain time period.

These maintenance contracts were convenient and
easy to manage. Agencies simply had to pay a set
amount to cover all of their service needs. There was no
need to keep track of the hours worked by a repair tech-
nician, The contracts also were abundantly easy to
budget. Agency fiscal officers knew ahead of the fiscal
year exactly what costs would be incurred to maintain
certain pieces of equipment, but the state paid dearly
for these conveniences.

There may have been months when the amount of
work exceeded the monthly payment of an annyal
maintenance contract, but not surprisingly, suppliers
rarely ended up on the wrong side of the equation. That
left one party who did—the state.

Data Dilemma Drives State to
Service Management Alternative

From a cost containment standpoint, paying for
maintenance on a time-and-materials basis for certain
types of equipment is clearly the preferable alternative
1o a fixed-fee annual maintenance contract.

However, many large organizations do not have the re-
sources on staff to manage an army of technicians and re-
pair personnel. The staffing problem is especially acute in
state governments that have been forced to absorb pun-
ishing personnel cuts, particularly in administrative posi-
tions. Florida recognized this reality. Instead of relying
on personnel to manage a myriad of vendor relationships,
multiple renewal dates, and scores of pieces of equip-
ment, the state planned to solicit an equipment mainte-
hance management firm that would be responsible for
Inanaging maintenance contractors’ service delivery.

Florida understood that for its procurement of equip-
ment maintenance, calculating the state’s spend would
be impossible. There was no source data that would de-
tail all or even a majority of the machines that would
need to be maintained, nor was there a compendium of
the existing contracts in need of transition. The loca~
tions of the machines also was an unknown. Gathering
the data on tens of thousands of devices would be virtu-
ally impossible for precisely the same reason why the
state could not manage several thousand time-and-ma-
terials contractors—a lack of administrative personnel.
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The effort may well have taken a full
year—staff time that the state simply
did not have.

Supplier Sorts Savings
and Equipment

According to Charles Covington,
Florida’s Director of State Purchasing,
government entities typically focus on
providing services to the citizens of the
state, instead of allocating resources to
Start mew programs, manage projects,
and collect the data needed to make
enterprise-wide decisions. With this in
mind, Florida elected to have the ven-
dor identify opportunities for cost sav-
ings and efficiencies.

Florida’s solicitation not only ac-
knowledged this problem, it requested
the responders to provide a solution.
In the Invitation to Negotiate (ITN),
DMS put the responsibility of identi-
fying and tagging pieces of equipment
on the winning bidder. Rather than de-
laying savings by upwards of a year,
the state’s solicitation was structured

so that savings could begin as soon as
eligible equipment was placed on a
policy. At the same time, the winning
supplier would begin the arduous task
of verifying all of the pieces of equip-
ment in scope for the contract and
documenting their whereabouts.

Suppliers first got wind of the
state’s intentions when it initiated an
ITN in June 2003. In the ITN, DM$
asked potential bidders to outline their
capabilities and to identify the cate-
gories of machines that they were ca-
pable of servicing, Based on the re-
sponses, DMS knew which categories
to include in the ITN to guarantee
sufficient competition. In order to
maximize the volume, and there-
fore, its leverage with suppliers, the
state’s objective was to include as
many categories and pieces of
equipment as possible.

At the same time, the state did not

want an ITN so broad that only one .

bidder~or worse—-no bidder could
reasonably bid.

Covington stated that an ITN al-
lowed the state (o hear proposals from
bidders about their technical capabili-
ties and program management. Subse-
quently, the state negotiated with an
appropriate number of vendors and
made its single award decision based
on acombination of technical capabil-
ity, service, and cost—a best value de-
termination.

From the knowledge gleaned in the
ITN responses, the state defined the
scope of equipment to be covered into
four general categories:

Office Automation

M Copiers

M Fax machines

B Scanners

M Computers

MW PCs

N Printers

B Monitors
Communications

M Telephones

B Voice mail systems

M Routers

TO LINK TO VENDOR, VISIT: WWW.GOVINFO.BZ/6774-8



B Hubs

Security

B Security systems

B Surveillance cameras.

The ITS cost section asked suppli-
ers 1o commit a specific percentage
savings for each of the categories
above. The winning supplier, Spe-
cialty Underwriters (SU), commit-
ted to save the state a minimum of
26 percent across all the categories,
compared to the prices previously
paid under maintenance contracts.

The state would not have to lay
out any funds to pay the winning
supplier. Instead, the supplier would
be paid 18 percent of the gross sav-
ings. SU was to be paid on a quar-
terly basis as savings accrued during
the first three years after equipment
came online under the new contract.
To make this complex process more
tangible, the contract offers an ex-
ample so that customers know what
to expect both in terms of savings
and in the funding model.

Without detailed data in the ITN,
how was SU able to commit to a
26 percent savings figure? SU Vice
President Tim Peterson explained,
“Through 25 years of maintaining
systemns, we have developed a propri-
etary database that precisely projects
a certain amount of savings in a vari-
ety of categories,”

Best Value Serves State
While saving money was cer-
tainly a primary factor in the state’s
decision to engage an equipment
maintenance management firm, the
ITN was by no means a low-bid

solicitation. The equipment that the
supplier would be responsible for
maintaining is at the core of how a
governient operates—telephones,
computers, and fax machines.

The state did not want a supplier
whe would offer enormous savings
but would either be unable to serv-
ice machines statewide or would
go bankrupt in six months. A
firm’s longevity and experience in
serving organizations of similar
scale were very important criteria
in the solicitation. Responders to
the ITN were asked to supply three
references for engagements that
were similar in scope.

After a round of best-and-final
offer negotiations, DMS awarded
the contract to SU. DMS informed
the state agencies that an award had
been made and that they would
have an opportunity to participate
if they so desired.

The Department of Education
(DOE) was chosen to prove the con-
cept and demonstrate the program’s
value to other agencies. Because the
contract was voluntary, it was in-
cumbent upon SU to gain a win to
reference while trying to add new
agencies and pieces of equipment.

End Users Savor Service

Interestingly, it was not savings
but service levels that gained acco-
lades and converts for SU at the
DOE. Under its legacy maintenance
contracts, the DOE was forced, at
times, to endure poor service from
vendors who held sole source con-
tracts, and with whom the state had
little leverage. However, soon after
the DOE began working with SU,
the department complained about a
vendor who refused to repair equip-
ment in a timely manner. SU was
able to replace the existing vendor
with an agency-approved firm.

Tim Peterson of SU emphasized
that while savings garner most of
the attention from a governor’s of-
fice, for the end users, the benefits
of a maintenance management pro-
gram are broader than just dollars
and cents.

“It’s really not just cost savings;
it’s a management program,” said
Peterson. “The client realizes that
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they have options in choosing ven-
dors to maintain their equipment—
in most cases—and that those ven-
dors can be replaced if necessary.
As a result, quality is expected to
improve after a client implements a
contract like this.”

Management Contract
Saves Time, Solicitation
Work, and Money

In addition to the improvements
in customer service, the DOE real-
ized significant savings. Since its
inception in 2004, the SU contract
has saved the department roughly
$360,000 on 7,150 pieces of equip-
ment--—a savings of more than 27
percent.

Like many strategically sources
contracts, Florida’s equipment
maintenance management contract
yields dramatic soft-dollar, transac-
tional savings. In the same way that
a statewide maintenance, repair, and
operational supplies (MRO) con-
tract eliminates the need to procure
fastener and tools many times a
year, the SU contract saves DMS
and state agencies from having to
process untold numbers of solicita-
tions. This time savings allows the
staff to focus on more strategic
rather than tactical activities.

Consultative Approach
Improves Government
Decision Making

Another characteristic typical of
strategically sourced coutracts is the
transformation of the role of the sup-
plier. In non-strategically source
contracts, the relationship between
buyer and supplier can be rather dis-
tant. By law, buyers cannot share
much information with prospective
bidders so as not to give them a
competitive advantage of other
firms. Instead, suppliers must wait
for a bid to be issued and then re-
spond to it. They are unable to offer
advice on how to better construct a
solicitation.

The SU contract, in contrast, al-
lows the supplier to offer consulta-
tive services to the state. SU staff is
able to gauge where a piece of
equipment is in its lifecycle and rec-
ommend purchasing a replacement
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rather than “throwing good money after bad” by mak-
ing continuous repairs on equipment that is past its
prime. Unlike the state’s previous system where it was
impossible to get a handle on its tangled web of equip-
ment and maintenance contracts, the SU contract offers
a wide variety of reports that allow managers to make
informed decisions about their equipment. One report
shows the savings achieved by every agency or user.
Another lists all equipment being serviced by SU,
sortable by agency, equipment manufacturer, or type of
equipment. Additional reports detail the pieces of
equipment that have received an abnormally high num-
ber of service calls, as well as those that are due to
come off of warranty soon.

The reports help state managers make sound procure-
ment decisions instead of having to make costly emer-
gency purchases when equipment fails unexpectedly.

State Converts Contracts to Savings

Florida’s contract lays out a methodical process that
SU must follow in converting the eligible legacy main-
tenance contracts into the maintenance management
program. The first step is a meeting between SU and
the agency staff responsible for maintenance. Together
they select the pieces of equipment that will be consid-
ered. The agency then sends data to SU, including ex-
isting maintenance contracts, maiatenance history,
general ledger and accounts payable information, ac-
quisition dates, and the warranty periods for each item,
as well as identifying information such as make and
model, location, and serial number.

If the information is unavailable, SU assists in data
collection. SU takes the data and populates its propri-
etary database to provide an accurate baseline.

With the baseline data in hand, SU develops a pro-
jection of the savings that can be achieved by convert-
ing the legacy contracts. Based on the age of the equip-
ment, as well as usage and the service methods, SU can
project how much to commit in savings,

After reviewing the savings projection and SU’s
plan to ensure a seamless transition from the mainte-
nance contract to a contract with SU, the agency has
the option to approve or reject the change. Once ap-
proved, SU works closely with the agency (o add the
equipment to the contract. When a piece of equipment
needs to be repaired, the agency contacts SU, who in

turn, notifies the vendor that it needs to make a serv- .
ice call. When work has been completed, the vendor

invoices SU, which then makes the payment directly.
The state no longer has to pay dozens of vendors, only
Specialty Underwriters.

The convenience of vendor consolidation benefits
not only invoicing, but also the end user. Rather than
remembering the name and phone number of dozens of
maintenance suppliers, state employees have only a
single toll-free number to call. The number is printed
on the asset tag on every piece of equipment.

After the success at the DOE, SU rolled out the

contract to additional agencies. Since 2004, eight agencies -
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have begun using the maintenance management contract to
improve their customer service, gain visibility into their
equipment’s repairs and maintenance, and drive savings.
In all, more than 22,000 pieces of equipment have been
transitioned to the SU contract, saving Florida taxpayers
more than $1.2 million—27 percent less than the cost un-
der the legacy contracts.

With the contract for maintenance management serv-
ices, Covington and the Florida Department of Manage-
ment Services solidified their reputation as a leading-edge
public procurement organization. In consolidating its sup-
ply base from dozens of suppliers to a single firm, the state
generated dramatic savings, while improving service lev-
els and giving its agency customers a higher degree of con-
venience and reporting visibility than ever before, (J

About the Author

David Yarkin, former Deputy
Secretary for Procurement in
Pennsylvania's Departrment of
General Services, is President of
Government Sourcing Solutions,
LLC. ¥ your government has taken
an inngvative approach lo strategic
sourcing, contact Yarkin via e-mail
at dyarkin@govsourcing.com.
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