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Division Overview

Created by statute in 1976, the DIVISION OF CENTRAL SERVICES (DCS) exists to provide business support
services to state agencies. Focused on creating economies of scale, cultivating strong and sustainable
partnerships, and emphasizing quality, the mission of DCS is to promote the highest possible value for

customers and earn our reputation as Colorado’s “First Choice for Service.”

Housed within the Department of Personnel & Administration, DCS consists of four main program areas:

Address Confidentiality Program (ACP), Capitol Complex Facilities Management (CCF), Integrated

Document Solutions (IDS), and State Fleet Management (SFM). Each of these units provides an innovative

mix of services and/or programs tailored to the unique needs of each customer, such as:

= Business cards

= Consulting, facilitation, and project management

= Copier/Multifunction printers

= Mail

= Internal/external mail processing and security screening
» Interoffice delivery

= Courier delivery

= Graphic design

» Print (digital, commercial, variable)

= Fulfillment/Kitting

= Warehousing

= CD-DVD duplication

» Data conversion (data bases, data entry, OCR, web-based/online applications)
= Imaging and microfilm

= Scanning (high production/digital, maps/blueprints)

» Legal substitute address and confidential mail forwarding
» Leased space and facility management

= Building security and identification programs

= Special event permits

» Information resources and referral services

= Short-term vehicle rentals (Motor Pool)

= Vehicle acquisition and lifecycle management

Agencies within the four-county, core service area of Adams, Arapahoe, Jefferson, and Denver are

required to participate in the program unless they are granted a project-based waiver from DCS. All state

agencies except for institutions of higher education as allowed under HB 04-1009 are required to
participate in the State Fleet Management Program.

In order to achieve the highest value and ensure the fulfillment of its mission, DCS maintains
a policy of surveying service rates every two years. This bi-annual study enables DCS to
ensure pricing is competitive or offered at lower rates than private industry in each of its
key service areas.

1 §24-30-1101
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Summary

Recognizing that the Rate Comparison Report does not fully capture the value provided by the Division of
Central Services and the Department of Personnel & Administration, this report aims to provide context

and detail concerning the impacts. Reported savings are NET of all budgetary expenses (personal
services, operating, capital, and overheads).

Capitol Complex Facilities Maintenance

$6,860,195.00

Integrated Document Solutions
Northern Region

$3,107,558.00

Integrated Document Solutions
Southern Region

$170,816.26

State Fleet Management

$4,820,788.00

TOTAL SAVINGS TO THE STATE

$14,959,357.26

With an annual total budget of approximately $53 million, this savings represents about a 28% return

on total investment in DCS. The total personal services expense paid in FY14 was $9,330,228. DCS is

generating a NET savings of $1.60 for every $1 spent in personal services. That is a 65% return on
employee wages for the citizens of the State.
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Unit Results

Capitol Complex Facilities Management

Capitol Complex offers full-service facility management within 18 core state buildings, including the
State Capitol Building, the Governor’s Mansion, State Services Building, Human Services Building, and
other state-owned office facilities. The unit provides building maintenance including HVAC, plumbing,
electrical, lights, general maintenance, day and evening custodial services (in-house and contractor),
grounds maintenance, snow removal, and building security. The group also provides the public with
special event permits, information resources, and conference center availability.

Based upon a lease rate comparison with the private sector, Capitol Complex saved the State $6,860,195
in fiscal year 2014. Given their historic and ornate nature, or their participation in the “Greening of
Government” initiatives, the following buildings are considered Class A: the State Capitol Building,
Legislative Services Building, State Office Building, and State Services Building. The buildings at 690 and
700 Kipling Street are viewed as Class A/B due to the technological capabilities associated with the
State’s computer center and CBI crime lab.

Private Sector Lease Rates Per Square Foot (psf)

Location Class A Class B Class C
Northeast Suburban $ 25.00 $16.30 $12.50
West Suburban $19.50 $17.00 $ 13.50
Midtown CBD $ 25.50 $18.75 $17.00
Uptown CBD $27.50 $22.00 $17.50
Source: Newmark Grubb Knight Frank, December 2013
ezl Capitol 1 594 ¢ 700 Pierce North
Complex Complex -
Kipling/ Street/ Campus/
Area/ Area/
. West West Northeast

Midtown Uptown
Building Class Class Class Class Class
Classification A&B A&B A&B B&C C
Square Footage 369,933 286,727 105,318 116,448 81,787
Capitol Complex $15.76 $15.76 $15.76 $7.78 $2.77
Lease Rate psf ) . ) ) )
Private Sector $22.13 $24.75 $18.25 $15.25|  $12.50
Lease Rate psf ) . ) ) )
Savings psf $6.37 $8.99 $ 2.49 $7.47 $9.73
lgti‘g_sfxmgs "N | $2,354,624 | $2,577,676 | $262,242| $869,867| $ 795,788

Department of Personnel & Administration | Division of Central Services | 2014 Cost Savings Report

Page | 5



Integrated Document Solutions (IDS)

From design and print to imaging, mail, and delivery, IDS collaborates with state agencies to deliver
creative, cost effective solutions for every stage of a document’s life. Blending subject matter expertise
at all staffing levels, strong private sector partnerships, and the convenience of integrated service
delivery, IDS maintains two campuses, one in Denver and one in Pueblo, to provide services to state
agencies along the Front Range. The full spectrum of IDS services includes graphic design, digital and
commercial printing, copying, bindery, copier/multifunction equipment management, USPS mail sorting
and processing, special delivery and courier services, interoffice mail and package delivery, imaging
services, microfilm, data entry, online application development, fulfillment, and warehousing (both cold
storage and secure storage).

NORTHERN REGION

Digital Printing $674,326
Graphic Design $24,772
Dispatch/Delivery $130,000
Mail Operations/Postage $2,278,460
TOTAL SAVINGS TO THE STATE $3,107,558

Digital Printing

There are many resources available to produce digital printing services, traditionally referred

to as “Quick Copy” services. While many of the services provided by IDS are available at commonplace
commercial copy centers, IDS also offers many services that only an in-house copy service can. For
example, IDS provides:

. HIPPA compliance

. Secure print

. Secure Variable Data/Transactional Printing

. Personalized attention

. Ability to shift work to meet last minute print needs

. Direct access to after-print services, such as mail, which reduces transit time
. Direct CORE billing services

. Quality control

IDS saves an average of 33.8% on digital print jobs averaging all copy work provided by IDS for State
agencies. The estimated savings in FY14 are based on an annualized volume of impressions is multiplied
by an average savings per impression of $0.0096 each, as typically charged by the private sector
organizations of like size. The approximate annual savings to the State is $674,326.

Graphic Design

From simple carbonless forms and stationary to complex publications including books and manuals to
display panels and all-weather banners and signage, IDS’ internationally recognized design staff can
accommodate almost any request. In addition, IDS maintains the State’s graphic standards, including the
State seal. The cost comparison uses an average savings based on total annualized hours for FY14, which
translates to 2252 hours. When compared to private sector graphic design rates, the IDS cost saves
$24,772 a year.
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Delivery and Courier Services

Delivery and courier services are difficult to measure because IDS charges a flat rate for service while
most courier services have fees schedules that vary by miles traveled, number of hours in the delivery
window, package weight, and number of pieces in the request. When factoring in vendor surcharges for
fuel, weight, and number of packages, IDS services remain lower than the private sector. With over 5,000
individual delivery stops at over 400 agency locations made in FY14, IDS believes the total savings offered
to the State of Colorado in FY14, exceeds $130,000. IDS will be running an RFI (Request for Information)
in FY16 to determine a more accurate representation of actual cost saving to the State.

Mail Operations

Mail Operations is a full-service mail processing center offering:

e Metering of first-class, presort, and accountable U.S. Postal Service mail

e Automated inserting of letters

e Postal barcoding (presort mailer), enabling customers to get discounted postage

¢ Inkjet addressing using customer data files

e Parcel shipping with express delivery companies

e Automated folding and tabbing

e Moore Turbo Pressure Sealer for self-mailers

e Professional instruction for state agencies to learn how to design and prepare mailing projects to

obtain the most favorable postal rates

Postage Eull IDS 3-Digit | State Savings Avg. Avg. State
ate Sort Rate Per Class Pieces Savings
1 oz Letter $ 0.490 $ 0.406 $0.084 17,000,000 | $ 1,428,000
2 0z Letter $0.700 $0.406 $0.294 2,100,000 |$ 617,400
3 oz Letter $0.910 $ 0.666 $0.244 500,000 | $ 122,000
3.50z Letter | $1.120 $0.796 $0.324 65,000 | $ 21,060
Postcard $0.340 $ 0.265 $0.075 1,200,000 | $ 90,000
Approximate Potage Savings $ 2,278,460

Mail operations saves state agencies significant dollars by automating multiple mail functions, using
current technologies, and leveraging centralized volumes. In FY14, IDS handled about 21,045,000 pieces
of mail, of which the above average 20,865,000 alone created annualized discounts totaling $2,278,460.

Postage discounts are immediately realized by state agencies.
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SOUTHERN REGION

Data Entry $57,693.41
Imaging under 1 million documents $45,689.00
Imaging over 1 million documents $67,433.85
TOTAL SAVINGS TO THE STATE $170,816.26

Although charged with the seemingly simple but usually quite complex task of “data entering”
information, IDS maintains a solid foundation of integrated value-added features to ensure the final
product is delivered on time, of high quality, and competitively priced. Ancillary processes crucial to the
successful completion of a data entry project include: training for the specific job, productivity
monitoring and job quality oversight, getting the information to and from the customer, development
and coordination of IT services, problem solving, quality control, data security, disposal of hardcopy
files, and ongoing maintenance of online files. This “value added” tradition in data processing
distinguishes IDS from most other processing centers in the field. Moreover, IDS has over 25 years of
experience working to meet the State’s data processing needs.

In FY14, the IDS Data Entry Unit entered over 280 million keystrokes. Key value added services include:
e Assistance with cost savings through shared software licenses and servers
e State-of-the-art physical and electronic security
e Multiple levels of data quality control and process improvement support
o High-speed data transfer direct to other state systems
o Disaster recovery services
e 24-hour/7-day per week support

e Onsite informational technology professionals to assist with programming, troubleshooting,
reporting, and other needs

The Southern Region is also tasked with imaging services for a variety of departments. In FY14, the
Imaging Unit processed 12.5 million documents.

The unit uses high-speed scanners and sophisticated software to capture detailed images for storage and
retrieval by the customers. In addition to the scanning of the documents, this also requires meticulous
prepping of the documents prior to scanning to insure the highest quality images.
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State Fleet Management

Managing the State’s current and future vehicle needs, State Fleet Management (SFM) is driving change
for Colorado through efficiency and innovation. SFM supports the State’s fleet of approximately 6,000
light duty vehicles throughout their life cycle. SFM orders new vehicles, disposes of older ones through
public auction, and arranges for purchase funding. SFM authorizes maintenance and repairs, and manages
the State’s fuel card program. The program also provides extensive support to agencies by developing
initiatives, monitoring progress, and reporting results, all designed to help agencies meet the goal of the

Governor’s “25-in-5 petroleum reduction initiative.

Vehicle Acquisition $1,826,604
Denied Repair and Maintenance Savings $321,711
Deterred Expenses $848,547
Accident Management and Subrogation $40,529
Avoided Costs through Reallocations $345,408
Seasonal Vehicle Requirements $990,000
Auction Income $447,989
TOTAL SAVINGS TO THE STATE $4,820,788
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Vehicle Acquisition

Lease Retail Purchase*

05 | (F2) Ford | (k2) 05) | (2) Ford | (k2)
Cost (A6) ExDress F150 Ext | Dodge (A6) ExDress F150 Ext | Dodge
Components Impala 15pPass Cab 4X4 | Durango Impala 15pPass Cab 4X4 | Durango

PU 4X4 SUV PU 4X4 SUV

Van Van
Retail Price** | $23,684 | $31,324 | $29,858 | $29,907 $23,684 | $31,324 | $29,858 | $29,907
Upfront $3,525 $1,532 $4,797 $5,264 $0 $0 $0 $0
Monthly
Payments $258 $898 $416 $417 $544 $720 $686 $687
Lease/Purch
Option $7,342 $8,005 $11,346 | $10,467
Annual
Insurance $935 $1,013 $1,166 $1,002 $935 $1,013 $1,166 $1,002
Insurance CPM | $0.062 $0.068 $0.078 $0.067 $0.062 $0.068 $0.078 $0.067
/égg‘:a"zed $6,748 | $14,173 | $10,194 | $9,939 $7,463 | $9,653 | $9,398 | $9,246
(F:g‘;tr'year $26,991 | $56,693 | $40,775 | $39,755 $29,852 | $38,612 | $37,592 | $36,984

SFM Acquisition Costs SFM Acquisition Costs
State Price $17,478 $25,896 $21,923 $25,398 $17,478 $25,896 $21,923 $25,398
% Savings 26% 17% 27% 15% 26% 17% 27% 15%
Monthly
Payments $379 $474 $476 $551 $379 $474 $476 $551
Annual
Insurance $255 $255 $255 $255 $255 $255 $255 $255
/éggt”a"zed $4,803 | $5,946 | $5,967 | $6,867 $4,803 | $5,946 | $5,967 | $6,867
E‘c’,ﬁ{'year $19,212 | $23,783 | $23,868 | $27,468 $19,212 | $23,783 | $23,868 | $27,468
Comparison

SFM Annual
savings $1,945 $8,228 $4,227 $3,072 $2,660 $3,707 $3,431 $2,379
SFM Four- $7,779 | $32,910 | $16,907 | $12,287 $10,640 | $14,829 | $13,724 | $9,516
year Savings ’ ’ ’ ’ ’ ’ ’ ’

**_ease/Retail purchase price discounted at 10% off MSRP

State-wide annualized savings = $1,826,604

Assumptions:

1.) Four-year, 48-month life cycle
2.) 15,000 miles per year (0.25 per mile charge for miles over 35,000)
3.) Metro Area operations
4.) Retail insurance — good drivers, over 30, no off road, $0 deductible comp/$100 deductible collision — zero liability
5.) Retail finance rate at 4.9%, SFM rate at 1.99%
6.) SFM "insurance" at 1.6 cents per mile
7.) Management fee/cost same for all scenarios
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Maintenance Savings and Other Services

Denied Repair and Maintenance Savings
This category, which includes repair expenses that were denied due to being covered under warranty or
as unnecessary repairs totaled $321,711 in FY14.

Expense Deterrent

In addition to transactions where direct intervention was necessary to deny repairs, there is a deterrent
factor that accounts for significant savings, but is not directly quantifiable. Most vendors, who have
worked regularly with State Fleet, simply know not to ask for unnecessary repairs because they know
from experience that these repairs will not be allowed. Many vendors and dealerships routinely perform
guestionable or unnecessary repairs for retail customers because few customers are knowledgeable
enough to question the need. A past experience presents a striking example of this. The vehicle was
brought in for a basic PM (preventive maintenance), but because of a short phone outage, the vendor was
not able to contact State Fleet on his first attempt. He took this as an opportunity to do whatever he
wanted and proceeded to perform over $600 in repairs. Ultimately, only the original PM service was paid,
but the driver had accepted the vendor’s recommendation that all of the repairs were necessary.
Without close and knowledgeable oversight of all repairs, this kind of thing would be very common. If we
assume that vendors would take advantage of this and overcharge by only 10% (a very conservative
estimate), the savings based on annual maintenance costs for FY14 of $8.4 million would be $848,547.

Accident Management and Subrogation

Accident management and subrogation is a service that can be purchased from third party vendors.
Typical rates for this service are $49.00 per accident and 10% of the subrogation money collected. Based
on the FY14 annual accident data of 831 accidents and the four year average of $345,088 of subrogation
collections from FY09 to FY12, it would have cost the State $40,719 (831 x $49.00) + $34,509 ($34,509
being 10% of $345,088) for a total of $75,228 in FY14. This function is currently handled in SFM by 0.5 FTE
at a loaded out cost of approximately $34,699 for a net benefit to the State of $40,529.

Avoided Repairs through Vehicle Reallocations

If a required repair is calculated to be uneconomical based on the amount of the repair and the value of
the venhicle, the repairs will be denied. An attempt will be made to replace the vehicle with another
vehicle that has been turned in, but is in good enough shape that it can be used for a year or so until a
replacement vehicle can be approved. This costly repair avoidance through vehicle reallocations saves
the State an average of $4,112 per avoidable repair (engines, transmissions, etc.). In FY14 SFM was able
to avoid costly repairs in this way an average of 84 times. The estimated annual savings, as a result of
this effort, is $345,408.

Seasonal Vehicle Requirements

Some departments have a need for vehicles only during certain months of the year to meet the needs of
seasonal programs. Rather than leasing vehicles for these departments for a few months at a time or
purchasing a full-time vehicle when it is only needed for a portion of the year, SFM attempts to meet
these needs by reallocating vehicles that have been turned in for replacement for a few additional
months before selling the vehicles at auction. Short-term leases for these needs are very expensive (and
are often not available from rental companies at any cost). The typical short-term holdover assignment is
6 months. At an average monthly lease cost of $1,100 per month (a very conservative estimate if off road
use in involved) and an average number of seasonal holdovers of 150 vehicles, the total estimated savings
is $990,000 per year. These vehicles may come from departments and locations throughout the State.
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Improved Auction Income

State Fleet handles the sale of most vehicles for the departments under centralized management. A
recent study comparing a sample of like vehicles (same age, model, etc.) that were sold by State Fleet to
a similar group of vehicles sold directly by another agency indicated that State Fleet was able to
generate 39% more revenue per sale than was possible through agency/institution direct sales. State
Fleet coordinates most of the sales through online auctions using eBay and the auction services of
Colorado Correctional Industries (CCl). This proven methodology and experience assures that each vehicle
gets the broadest possible exposure (very often sales are made to out of state buyers) and the greatest
possible number of bids. If we assume that the 39% increase in auction results would be a reasonable
increase across all vehicles sold, then on a base of $1,148,690 (the FY14 total net auction revenue for
465 vehicles), then the estimated additional revenue gained by virtue of State Fleet’s involvement would
be $447,989.
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