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Metropolitan King County Council

REVISED STAFF REPORT
	Agenda Item:
	
	Name:
	Peggy Dorothy

	Proposed No.:
	2003-0253.2
	Date:
	September 9, 2003


SUBJECT:  A MOTION approving information and telecommunications system printing and graphics arts equipment replacement plan and releasing $150,000 expenditure appropriation in the information and telecommunications system printing and graphics 2003 budget.

Committee Action:  At its September 9, 2003 meeting, the Labor, Operations and Technology Committee approved a do pass substitute recommendation for this motion for consent with a3 ayes, no nos and w excused.
SUMMARY:
Proposed Motion 2003-0253.2 would approve the Printing and Graphic Arts Equipment Replacement & Funding Plan dated May 9, 2003 (the Plan).  The Plan includes strategies for ITS-Printing and Graphic Arts to replace outmoded and obsolete equipment to increase efficiency and customer service.  The Plan was developed in response to a 2003 budget proviso that stated:
“Of this appropriation, $150,000 shall not be expended or encumbered until the Executive submits and the Council approves by motion an equipment replacement plan.  This plan shall include, at a minimum: an inventory of existing equipment; a description of the function the equipment performs; the age and useful life of the equipment; equipment replacement standards; a prioritization list, schedule and budget for replacement of the equipment; the failure cost of equipment failing or at risk for failure; and a proposal for establishing an equipment replacement reserve.”

The Executive’s proviso response was received on time and meets the technical provisions of the 2003 budget proviso.  
The Labor, Operations and Technology Committee considered Proposed Motion 2003-0253 at its September 9, 2003 meeting.  The Committee approved an amendment to insert a new statement into the plan adding required information concerning the equipment replacement fund maintenance after 2006.  The Committee then reported Proposed Motion 2003-0253.2 to the council with a “Do Pass Substitute” recommendation.

BACKGROUND:
ITS-Printing and Graphic Arts (PGA) provides copying, collating, printing, photographic and graphic art design work for King County departments on a charge-back basis.  Under Executive Order ACO 8-16 dated December 12, 2001, the Executive ordered all departments, divisions, agencies and programs in the County to utilize PGA for all copying, printing and graphic arts needs.  The PGA can contract with outside vendors for any copying or printing jobs if necessary, based on the time, staff and equipment availability for PGA to do the job.
PGA rates are calculated by ITS Finance and Administrative Services based on a defined set of factors including staff salaries, wages and benefits; facilities and operational costs; and overhead and central cost allocations.  County customers submit a majority of work requests via internet or inter-office mail, with a small number of work requests by telephone or walk-ins.

Once a request is received, PGA reviews the request to determine if the work can be completed in-house or should be sent to an outside vendor, considering:

· Project due date;

· Print shop workload/staff availability;

· Adequacy of in-house equipment;

· Ink/paper stock requirements; and

· Confidentiality.

There are eight classes of equipment owned and operated by PGA:
· Paper cutters

· Collators

· Offset printers

· Paper drills

· Document cameras

· Plate burners

· Color copiers

· Black and white copiers

Traditionally, PGA has had no formal plan or schedule for replacing any of the PGA’s equipment.  There has been no plan in place to pay for equipment replacement other than to utilize unrestricted fund balance that may be available at the end of the year.  
The Council has become increasingly concerned about the lack of a schedule or plan for expenditures on large, expensive copying and printing equipment.  Questions have consistently been raised concerning the more appropriate investment of County funds – in copying and printing equipment or in utilization of outside vendors for County copying and printing needs.  This concern resulted in the 2003 budget proviso requiring the PGA to develop an equipment replacement plan for review and approval by the Council.

ANALYSIS:
Copying and printing equipment has a relatively long useful life and technological advances occur slowly.  Because of the nature of copying and printing equipment, the countywide ITS equipment repair and replacement plan recently approved by the Council does not apply to replacing PGA’s equipment.  The Printing and Graphic Arts Equipment Replacement & Funding Plan was developed specifically for the PGA’s equipment inventory and contains the information requested by the Council in the 2003 budget proviso. 
Inventory of existing equipment and the age and useful life of the equipment:
The Plan contains an inventory of PGA’s existing copying and printing equipment.  The following table depicts the PGA equipment inventory, the year and cost of initial acquisition, the estimated lifespan of the equipment and the estimated replacement costs.  

	Equipment
	Year Purchased
	Purchase

Price
	Estimated 

Lifespan
	Estimated Replacement

Year
	Estimated

Replacement

Cost

	Programmable Cutter
	2001
	$40,000
	20 Years
	2021
	$65,000

	
	
	
	
	
	

	Horizon 30 Bin Collator
	2001
	$100,000
	10 Years
	2011
	$125,000

	
	
	
	
	
	

	Offset Presses
	 
	
	
	
	

	     AB Dick 9975
	2002
	$60,000
	10 Years
	2012
	$85,000

	     AB Dick 360
	1974
	$10,000
	25 Years
	N/A

	N/A

	     AB Dick 367
	1974
	$10,000
	10 Years
	N/A1
	N/A

	     Ryobi 2800
	1984
	$10,000
	20 Years
	2005
	$40,000

	     ITEK 3302
	1987
	$30,000
	20 Years
	2007
	$70,000

	     Ryobi 3302
	1991
	$35,000
	20 Years
	2011
	$75,000

	     Heidelberg KORD
	1980
	$52,000
	20 Years
	2003
	$175,000

	
	
	
	
	
	

	Challenge Drill
	1976
	$3,500
	25 Years
	2003
	$8,000

	
	
	
	
	
	

	MBO Folder
	1991
	$17,500
	20 Years
	2011
	$35,000

	
	
	
	
	
	

	ITEK 430 Camera
	1991
	$12,500
	15 Years
	2006
	$35,000

	
	
	
	
	
	

	Nu Arc Plate Burner
	1994
	$4,500
	10 Years
	N/A1
	N/A

	
	
	
	
	
	

	TOTAL
	
	$385,000
	
	
	$713,000


In some cases, this inventory does not include replacement costs, since some of the equipment will be phased out of the PGA’s inventory when higher function equipment is purchased.  The inventory does not identify the new higher function equipment that will replace the older, less efficient equipment.  The cost and timing of purchasing the new equipment will be evaluated by PGA as the older equipment reaches the end of its useful life or as the needs of the PGA business dictate purchase of faster, more efficient equipment.
Equipment replacement standards:
To develop an equipment replacement strategy, the Plan relied upon a number of factors, including: 
· Functional criticality – which refers to whether the equipment supports core functions of the PGA business (i.e., printing, collating and cutting) or auxiliary functions (i.e., printing of business cards).  
· Useful life – depends upon the number of years the equipment can function.  In this factor, however, the useful life of a piece of equipment is not as important in replacement decisions as whether or not there is new equipment that can perform the PGA’s work more quickly and efficiently.
· Equipment reliability is determined by how much time the equipment is running, rather than out of service for repairs.  One factor in equipment reliability is the existence of a service agreement for maintaining the equipment.  None of the PGA equipment has a maintenance agreement, but PGA staff is developing a new approach for maintaining its equipment.
· Production Capacity – which is based on the need for productivity enhancements and level of demand on PGA for services.

Prioritization list, schedule and budget for replacement of the equipment

Based on the evaluation of equipment replacement factors, efficiency and costs savings for each piece of equipment owned by the PGA, the Plan sets out a priority list, schedule and budget for replacing the following equipment between now and 2006:

Heidelberg KORD in 2004

ITEK 430 Camera in 2005

Nu Arc Plate Burner in 2005

Ryobi 2800 in 2006

The failure cost of equipment failing or at risk for failure:
The Plan discussed the cost of major equipment failure to the viability of the PGA copying and printing business.  If the PGA equipment in the print shop were to fail, the cost to revenue is $3,430 per day or $17,150 per week.  There is also a risk that customer agency projects would be stopped if there were production downtime at PGA, and that some of the agencies would not return to the PGA for their printing and copying needs once the equipment returned to service.
Proposal for establishing an equipment replacement reserve:

The Plan proposes to establish an equipment replacement reserve through the use of straight-line equipment depreciation to establish the basic framework for tracking the useful life of equipment and establishing its anticipated replacement date.  The Plan’s recommendation is to use the PGA equipment replacement fund which has already accumulated through 2002 combined with expected cost savings realized through the purchase of more advanced equipment.  This accumulated reserve fund would pay for replacing the four pieces of equipment listed on the PGA’s priority list.  

New equipment would be added to the inventory and depreciation would start accumulating as of the end of the year of purchase.  Any residual trade-in or sale value from equipment being removed from the inventory should be included in the PGA replacement fund.  As amended by the Committee, the plan provides that revenue will be generated for the replacement fund for the remaining equipment by accounting for savings generated from new, more efficient equipment and by building depreciation costs into PGA’s printing and copying rates.  
� N/A identifies equipment that will be phased out of the inventory when higher function equipment is purchased.
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