
COCHISE COUNTY

PROCUREMENT DEPARTMENT

MEMORANDUM

To:  

Mike Ortega, County Administrator


Jim Vlahovich, Deputy County Administrator

From:

Dave Seward, Procurement Director

Subject:
Incentive Award Request
Date:

April 14, 2011
Background
In calendar year 2008, the Procurement department implemented a formal cost savings program to track the amount of monies our department saves Cochise County, which in essence, reduces the overall budget of the County and is reflected in the cash carry forward balance at the end of each fiscal year. I originally developed this program at Mohave County in the late 1990’s and implemented it at Placer County (my previous employer) as well. This program has been taught at National and Regional purchasing conferences and has been adopted by many government agencies. I will be presenting this program as a seminar at the National Purchasing Institute annual conference in October, 2011.

The objective of this program is to document the value procurement can offer to Cochise County as a result of innovative, creative, and forward thinking methodologies used by procurement staff that result in significant savings to county department budgets, county general fund and ultimately the taxpayers of Cochise County by going above and beyond the requirements of our job descriptions. There are conservative guidelines that have been adopted in an effort to defend the program’s objectives, justify the results, and preserve the integrity of the program.
The Property Management division of the Procurement Department has also contributed significantly to the general fund. Because of the significant experience of Mike Clark and his innovative and creative methodologies that he applies to county surplus property, he has brought in significant revenue to the general fund as well as Light and Heavy Fleet Management budgets. County surplus that has been accumulated and neglected over many years has been turned into cash and deposited into the general fund. Mike’s efforts and conscientious attitude goes far beyond the requirements of his job description.
Procurement Cost Savings

Calendar Year


       Amount

2008 $213,845
2009 $420,502

2010 $340,294

2011 $143,000 YTD
Property Management Revenue from Surplus Sales
2006 $172,576

2007 $109,036

2008 $91,216

2009 $67,208

2010 $170,315

Specific Examples
· Create a Competitive Environment among Cooperative Contract Vendor’s
· Procurement has the availability to purchase off cooperative contracts that have already been competitively bid (State, Mohave, HGAC, SAVE) which precludes the requirement for Cochise County Procurement to perform their own competitive bid process. Instead, procurement competes County requirements among cooperative contract vendors to obtain the lowest possible price. A good example is that prior to my employment, Facilities purchased all systems furniture for county facilities from Steelcase off the Walsh Brothers State contract. The furniture for the Douglas Government Center will be competed among eight cooperative contract vendors. The difference in proposed budget numbers between Steelcase and other cooperative vendors for this project is about $200,000. 
· Another example is a Covert Surveillance vehicle the Sheriff’s department wanted to purchase with grant funds through a GSA vendor. The procurement department could have purchased this off GSA with no further competition, however, through extensive research found four other vendors that could provide GSA pricing for a similar vehicle. A similar vehicle was eventually purchased by a different vendor than originally requested by the Sheriff’s department for $30,000 less. Another example was competing the Library Energy Upgrade project among several JOC (job order contract) contractors available through a cooperative contract saving approximately $ 27,000.
· Re-bidding Annual Contracts That Have Option Renewal Years Left
· Two examples include the CRS-2 and CRS-2P oil bid for H & F and the Heavy Fleet Heavy Equipment rental bid. Both had several renewal option years left, but because of the economic climate and increased competition the re-bid of these contracts resulted in a significant savings over the existing contract pricing.
· Challenge Department Requests to Determine if a Need REALLY Exists
· In 2008, a CASS employee requested an emergency procurement on a procurement employee’s credit card for a software program in the amount of $10,000. Through extensive procurement research, it was determined the software wasn’t needed and was never purchased.
· Maximizing Competition to the Fullest Extent Possible
· By maximizing competition, the bidders are aware of who and how many vendors/contractors they have to bid against and as a result offer aggressive pricing. An excellent example is the number of vendors and contractors that show up at the pre-bid meetings because of procurement’s efforts to reach out to potential bidders.
· Voluntarily Did Not Fill Contracts Administrator Position upon Employee Retirement

· Procurement Department’s contribution to the county budget crises which can be done by the hiring of two new Senior Buyer’s and working smarter and harder.
· Buying Local Instead of Off State Contract for Fleet Vehicles and Other Commodities
· Prior to my employment, all fleet vehicles were being purchased off State contract. We now bid fleet vehicles to offer local vendors the opportunity to bid and keep the tax dollars in the county. Several contracts have been awarded to local dealerships at a better price than State contract while keeping our tax dollars local

· Maximizing the Amount of Revenue From Surplus Sales by Carefully Analyzing Whether to Create Lots or Sell Items Individually.

· Surplus IT equipment at the radio shop

· Surplus tents that had been sitting in storage for over ten years

· Selling Surplus Property in Lieu of Sending to the Landfill

· Getting Paid for Used Oil vs. Paying to Have it Picked Up
· Light Fleet, Heavy Fleet, and Solid Waste had been paying a vendor to pick up their used oil. Procurement put out a bid requesting vendors to pay us. We now get paid for pick up of used oil
· Contract Compliance Audits
· Facilities elevator maintenance contract and Mechanical engineering contract for the jail kitchen
· Ensuring Cooperative Contract Terms are Met
· Procurement’s involvement in the CCI software contract for the Assessor resulted in a savings of $149,550 that would otherwise have been spent without procurement involvement 

· Convincing the Board of Supervisors to Change Past Protocol
· For many years the Board of Supervisors have contracted with the Sierra Vista Herald for legal advertising at a cost of about $35,000 more than other newspapers who bid on this contract. For the past two years the Board of Supervisors, at the recommendation of the procurement department, has awarded this contract to a newspaper other than the Sierra Vista Herald saving approximately $35,000/year.

· Prompt Payment Discounts
· Prompt payment discounts were never able to be captured because of the Board of Supervisors requirement to ratify warrants prior to payment. Procurement was instrumental in getting this changed to  BOS ratification after the issuance of the warrant allowing the Procurement department to emphasize prompt payment discounts in bids. After this policy was changed, procurement researched contract files for prompt payment discounts offered and discovered that the vendor for aviation fuel offered a 2%10 prompt payment discount which we are now getting and will result in a significant savings on aviation fuel purchases.

Conclusion
Although saving the County money is the one of the reasons the procurement department was centralized and approved by the Board of Supervisors, the examples outlined in this request show that the procurement department employees go far above and beyond the call of duty to maximize the objectives of our existence. The consolidated savings exceed the procurement department budgeted expenses for salaries and operating expenses. Additionally, the procurement department performs work that would otherwise be required of county department staff, thus freeing up the time for them to do the job they were hired to do. Of utmost importance is that the procurement department protects the integrity of the procurement process, minimizing potential vendor protests and lawsuits and safeguarding the taxpayer’s monies. 
The Cochise County Procurement Department has received the Achievement of Excellence in Procurement National Award for 2007, 2008, 2009, 2010, and is in the process of applying for (and receiving) the 2011 award. Two members of the Procurement department have received REAL awards (Dave Seward and Mike Clark). Since 2007, Terry Hudson has received the CPPB certification and Dave Seward has received the CPPO certification demonstrating our dedication to the purchasing profession and commitment to Cochise County.

To put this recommendation into perspective, the procurement department during calendar years 2008-2010 saved Cochise County approximately 1.3 million dollars. The procurement department budget for calendar years 2008-2010 was approximately $947,000. These figures demonstrate that the procurement department is not an overhead expense to the general fund, and in essence, has created a $353,000 profit for Cochise County. Calendar year 2011 ($143,000 YTD) cost savings is already on target to exceed the procurement department’s operating budget. The recommended award amounts are considered a small token of appreciation for the procurement department employees going above and beyond the duties of their job descriptions.

Recommended Award Amounts
Procurement Director: $1000.00

Senior Buyers: $1000.00 X 2 = $2000.00

Property Manager: $1,000.00

Account Clerk I: $250.00

Attachments
Cost savings logs - 2008, 2009, 2010
Surplus Revenue Figures – 2008, 2009, 2010

I have previously provided you with the cost savings program guidelines, reporting forms, and the power point presentation I use for the workshop that I teach. I appreciate your consideration and look forward to the opportunity to meet with you to further discuss this request.
