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August 20, 2013, 8:30 a.m.
State Capitol Building, Room 250

Committee Members Present:

Kim Hood – Department of Administrative Services
Matt Lund – Governor’s Office of Management and Budget (for Kristen Cox)
John Reidhead – Division of Finance, DAS
Mark VanOrden – Department of Technology Services
Francine Giani – Department of Commerce
Dennis Carver – Natural Resources (for Mike Styler)
Becky Bradshaw – Department of Transportation (for Carlos Braceras)

Kim Hood welcomed everyone to the meeting and introduced the Committee Members.
1. Committee Chair Appointment and Vote:
Kim Hood made a motion to nominate Francine Giani as the Chairman of the Committee. Becky Bradshaw seconded the motion. A vote was taken and the motion passed unanimously. 
Kim turned the meeting over to Francine Giani. She asked for a motion to approve the minutes from last year’s meeting.
Kim Hood moved to approve the minutes, John Reidhead seconded to motion. Motion passed. 
2. DFCM – Rich Amon, Acting Division Director and Bruce Whittington, Assistant Director
Rich Amon gave a brief overview of the contents of the binder and packet for the Department of Administrative Services agencies. The Rate Committee statutorily will approve the rates for FY15. Each packet is organized by Division:
DFCM
Finance
Fleet Management
Purchasing
Risk Management

Francine Giani asked the committee if they wanted to approve the rates after each presentation or at the end of all the presentations.

The committee decided unanimously to approve the rates after each presentation.

Rich Amon introduced Bruce Wittington, Assistant Director of DFCM. He operates the building maintenance for DFCM. Rich explained that they provide maintenance for over 165 building programs, and manage 6.8 million square feet of space.

All buildings have their own rate and balance sheet for their maintenance. The cost of Operations and Management is based on FY 2013. They project a small increase for FY 2015. There are 19 programs that will have rate adjustments for FY 2015, 16 will increase and 3 will decrease. The total rate impact would be $720,623.

Rich explained the retained earnings. The chart demonstrated was a 60 day outline, showing retained earnings, 60 days operating capital, and net income.

Dennis Carver asked if because of the retained earnings and the positive income, if they felt they could go another year without increasing the rates.

Bruce Whittington explained that there are 165 individual funds, the locations where they are requesting an increase have negative retained earnings. They are lowering the rates where they have increased income.

Francine Giani asked how energy efficiency’s and upgrades work in with the rates.

Mr. Whittington said that their dedicated energy manager’s job is to monitor and manage utility costs. If money is saved through energy efficiencies, it goes into the rates of each individual building.

No one from the public addressed the committee about DFCM’s rates.

Mark VanOrden moved to approve the DFCM rates. John Reidhead seconded the motion. A vote was taken and motion passed.
3. Finance, P-card (Purchasing Card) & CBA (Consolidated Budget & Accounting) and (ECM) Project – Rich Amon EDO and John Reidhead, Director.
Rich explained Finance’s three internal service funds, P-card, CBA and ECM (automated payables).
The P-card (purchasing card) is used to make purchases in the state and is set-up as a fund. Finance receives a rebate from the bank that hosts the card. The rebate to agencies was $23,828 higher than the year before. The approximate rebate for FY2013 was $120,000. The rebate is redistributed based on expenditures back to the agencies. The rebate also covers some of the costs associated with the P-card. There are no changes with this rate.
Within the Division of Finance there is the Consolidated Budget and Accounting group (CBA) it is an internal, Internal Service Fund that services DAS agencies. They do work for the Office of Inspector General and Capitol Preservation Board as well. They have 2 hourly rates, the Accounting and Transactional rate and a Financial Management rate. The accounting and transactions hourly rate is decreasing $3.00 per hour. This rate change only affects DAS agencies.

John Reidhead explained Automated Payables which is expected to be a new service in the Division of Finance. They are proposing a preliminary, place-holder rate of $.25 per invoice page. As the project progresses, the rate could be lower. This will be an optional service. Discussions are continuing on the project.

That concluded the Finance section. No other discussion from the committee and there was no public comment.

Mark VanOrden made a motion to approve the rate decrease, Kim Hood seconded the motion. The motion passed unanimously.

Mark VanOrden amended his motion to include the rate for the Automated Payables and other rates as presented. Kim Hood seconded the motion, motion passed.
4. Fleet Operations – Rich Amon EDO and Sam Lee, Division Director
Rich Amon introduced Sam Lee and explained the three divisions in Fleet Operations, Motor Pool, Fuel Network, and State Travel.
The State’s Motor Pool fleet has 7,385 vehicles; approximately 4,400 of the vehicles are for state agencies, and the remainder are used by Higher Education. Fleet Operations is working on a pilot project for a vehicle service center. The maintenance on the state vehicles has been outsourced. They are now working with a private vendor on a pilot project where they have their own call center. They are seeing a savings of 15-20% savings on maintenance with this call center within Fleet Operations.
There is a significant amount of upfront costs of vehicles that depreciate over the life of the vehicle and that gets charged over time in the rate. They borrow from the general fund to fund the upfront costs. The upfront borrowing from the general fund is currently $35,590,600. Their borrowing is approximately 45% of the book value of vehicles. 
State contracts allow them to buy vehicles at a lower price than retail. Inflation between the years 2004-2013 has increased costs on the vehicles. The current rates are based on 2004 prices. They are asking for lease rate increases to cover a portion of the increase of the costs of the vehicles since 2004.
Rich Amon explained the increase costs of the vehicles and total impact of the lease rates (See page 28 in the binder).

There is not a rate change for fuel and the variable rate for vehicles is not changing. 

The requested rate changes are for: 1) the alternative fuels vehicle fee due to increased costs of those vehicles; 2) a small increase in the management information system fee; and 3) an increase in the lease rates of  most vehicle classes to help cover inflation since 2004 as explained above. The total of the proposed rate increases is $911,900 with approximately $700,000 coming from state agencies.

Mark VanOrden asked if they had considered reducing the number of vehicles purchased.

Rich Amon explained that as part of their success framework they are looking into how to utilize the vehicles better and reduce the costs to the state agencies. He said they are also working to help agencies make the right decision about the amount of vehicles they have and how they are used.

Dennis Carver said that between the fuel network and the fleet there is $4.5 million in retained earnings. He asked if they could take the retained earnings from the fuel network program and cover the increased costs for the Fleet cars. He said a tax on fuel would be more appropriate than a tax on vehicles. He feels if there is the ability to borrow up to 90% of the asset values from the general fund and they are at 45% of that amount, he would recommend leaving the rates alone this year and funding the increase needed through the general fund. 

Rich Amon explained that the retained earnings are not cash and there isn’t any cash in fuel to move to motor pool. He referred the committee to review Fleet’s Financial Statement in the binder.

John Reidhead explained that to move money between funds requires an appropriation and if money is taken from an ISF you are required to pay back the federal government their portion.

Kim Hood said that the biggest part of the rate increase is because they have held prices consistent since FY 2004 without charging their customers for inflation costs.

There were no other comments from the committee or the public on Motor Pool.

Mark VanOrden moved that they accept the Fleet Operation rates as proposed, there was a second. A vote was taken and there were 6 yes and one nay vote from Dennis Carver from Natural Resources. The motion passed.  

The Fuel Network orders and maintains fuel, and distributes fuel to the state, and other entities outside of the state’s network. There was 18,800,706 gallons of fuel dispensed through the network FY 2013. 
The State Travel Office is a business travel service to state and local governments. They make travel reservations, car reservations, as well as issuing airline tickets.
There are no rate changes in the Fuel Network or State Travel. This concludes Fleet Operations.
There were no questions or comments from the committee or the public.
5. Purchasing & General Services – Rich Amon EDO and Kent Beers, Division Director
Rich Amon introduced Kent Beers the Director of Purchasing and Brian Jensen from the General Service side of Purchasing.
There are four areas in the Division of Purchasing that have Internal Service Funds: Cooperative Contracts; State/Federal Surplus; Print Services; and State Mail & Distribution Services.
Cooperative Contracts was created to reduce the general fund to the department and increase services to the state and outside entities. There are 700 Cooperative Contracts, with approximately $720 million in total usage. There is a small percent rate on every contract that applies to the administrative overhead. The current rate is up to 1% of the dollar spend on the contract. That amount differs per contract, and the average fee is 0.6% per contract. 
They are in the process of reducing the administrative fees for Cooperative Contracts by 50% when contracts are renewed. Although they are reducing the rates for each individual contract, they are not proposing changing the overall rate, which will remain at “up to 1%”. 
State/Federal Surplus is complying with SB 68 that privatized the non-vehicle side of surplus. They are in the process of awarding an RFP for this service. 

Purchasing is recommending a rate decrease from a 9% to 5% for vehicle and heavy equipment sales. 

There are no changes in Print Services. 

State Mail saves the State approximately $2 million dollars per year by using this service instead of the US Mail Service. State Mail is planning on purchasing an intelligent inserter machine, X-ray machine, air compressor and computers.

In summary, Purchasing is recommending an increase from $0.018 to $0.025 in State Mail’s intelligent inserting rate, to replace critical equipment. No changes for Print Services rates are proposed. A 4% rate decrease in Surplus for vehicles sales fees is proposed. Purchasing is in the process of reducing the admin fee as cooperative contracts are renewed. The rate on contracts will remain at up to 1%.

Dennis Carver asked if the equipment purchases for State Mail that would be recaptured through depreciation would cover the majority of the costs for the new equipment. 

Brian Jensen stated that they do have depreciation expenses to cover the majority of the cost of new equipment. The requested rate is to cover the Intelligent Inserter. The inserter will increase security of the mail and the accuracy that some agencies require. The inserter is also required by federal statute for some mail they are processing. The current depreciation fees will not cover the total cost of the new inserter. 

There was no public comment.

John Reidhead made a motion to approve the proposed rates on pages 47, 48, and 49 of the packet, for Purchasing and General Services. Kim Hood seconded the motion. The motion passed unanimously.
6. Risk Management – Rich Amon EDO and Tani Downing, Division Director and Stephen Hewlett, Assistant Director
Risk Management is prepared to discuss two of their rates, Workers Compensation and Auto. The other two rates, Liability and Property will be discussed at the next meeting on August 27, 2013.
Rich Amon explained that Risk Management insures about $29 billion dollars for buildings, vehicles, liability issues etc. 

He explained that Workers Compensation premiums charged to Risk Management has increased 7% in one year. 
Workers Compensation bills Risk Management an amount each year and then they pass that on to the state. The rate is applied to the gross earnings of each state employee. 
The Workers Compensation premiums charged to Risk Management has increased 7% in one year. There will be an increase to all agencies for Workers Compensation from .7% to .88%, and for Transportation the increase will be 1.25% to1.41% to cover the increased costs. There will be a new rate for Aviation.

Francine Giani asked if the premiums from Workers Compensation would possibly go down. 

Tani Downing said that they would not go down due to increases in medical costs. She said Workers Compensation charges Risk Management a certain premium. They were trying to reduce the amount in their retained earnings so they under charged the agencies for a few years. The plan was to break even this year, but the Workers Compensation premium increased significantly, that is why the rates to the agencies were increased. 

Dennis Carver asked about the $1.6 million that was transferred out of Worker Compensation.

Steve Hewlett explained that the Legislature approved the transfer from Workers Compensation to the Owner Controlled Insurance Plan (OCIP). 

Rich Amon said that Vehicle Premiums rates are $100 per vehicle, per year; rates for busses will increase from $100 to $200 per year with a $500 deductible. In the future they will be looking at the liability of large vans.

The Division is implementing a $50,000 deductible for busses rented to non-covered entities.

There were no other vehicle rate changes.

Risk Management will discuss Liability and Property rates at the next meeting.

John Reidhead moved to approve the Workers Compensation and Auto rates that have been presented. Dennis Carver seconded the motion. Motion passed unanimously.
7. Next Meeting – August 27, 2013

8. Meeting Adjourned




