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January 14, 2010

To the Honorables:  Mayor Luke Ravenstahl and 

Members of Pittsburgh City Council:


The Office of City Controller is pleased to present this Performance Audit of First Vehicle Services Fleet Management and Maintenance, conducted pursuant to the Controller’s powers under Section 404(c) of the Pittsburgh Home Rule Charter.

EXECUTIVE SUMMARY


In 2005, City fleet management services were outsourced to First Vehicle Services.  The original contract, effective March 9 2005 through February 21, 2008 was extended for another 27 months, through May 20, 2010.  This audit assesses compliance with contractual fleet maintenance standards and the economy, efficiency and effectiveness of contracted fleet maintenance.
Findings and Recommendations

Contract Increases

The first cost increase occurred before the first contract had expired and the second increase occurred when the initial contract was extended for an additional 27 months. 

Finding:  The first contract increase appears to have been made to correct funding for target services.  Although the contract required the City to pay $13,114,483.00 for target services, only $11,716,546.00 was allocated in the initial Authorizing Resolution. 

Finding:  The Amending Resolution increased funding for target services but was still $165,591.00 less than the amount required by contract.  However, the auditors confirmed that payments to FVS for target services were in accordance with the amount required by contract. 
Finding:  The FVS contract was extended for an additional 27 months at a 20% average monthly allocated cost increase to the City.  The average monthly Target Cost allocation increased 13%.  The average monthly Non-Target Cost allocation increased 47%.  


 Target expenses are paid at a fixed monthly rate determined by the contract limit for these expenses.  Non-target expenses are invoiced monthly and paid accordingly.  

Finding:  The ratio of Non-Target to Target repair funding also increased.  In the original 3 year contract, target repair services represented 80.6% of the contract costs and “other associated costs” including non-target repairs represented 19.4%.  In the extended contract, target repairs represented 76% of cost allocations and non-target services represent 24%.

Recommendation:  The City has some control over non-target costs in areas such as abuse of equipment and operator error.  Through the duration of the current contract, every attempt should be made to reduce the number of non-target repairs over which equipment operators have some control.
Fleet Composition and Contract Cost  

Finding:  When the contract was renewed, the number of vehicles under 5 years old had declined, but the number of vehicles over 10 years old had also declined.  Whether the fleet composition at the time of contract renewal justified a 20% increase in contract cost is arguable. 

Contract Monitoring and Repair Authorization   

Finding:  Vehicle priority determines how vehicles get processed and worked on.

According to FVS, Public Safety fleet availability is most important and is given priority over other departments.  

Finding:   The Representative is not authorizing and signing off on all non-target repairs as required by the contract.  As a time saving measure, a red signature authorization stamp is being used for non-target services under $500.  The City Representative personally authorizes and signs off on non-target repairs over $500.

Recommendation:  Where practice deviates from contract requirements, the contract should be amended to reflect actual practice or the practice should conform to the contract.
Work Order Data Reliability

Finding:  The FVS database is a reliable and accurate representation of work and cost being performed on City vehicles.

Non-Target Repairs
Finding:  The contract only gives examples of non-target repairs instead of a definitive list of repair categories.  This can allow other types of repairs to be shifted into the non-target repair category during the contract term.  The ‘natural causes’ category appears to have been added to include more repair reasons than ‘vehicles used beyond agreed life cycle’.

Finding:  The auditors question the inclusion of ‘rust or corrosion of a vehicle’ as a non-target repair.  Applying the contract standard of reasonably predictable versus generally un-predictable repairs, rust and corrosion are reasonably predictable for any vehicle driven in Western Pennsylvania winters.  Street salt is a known corrosive that wreaks havoc on vehicle frames.

Recommendation:  The contract should include a definitive list of NT repairs and not merely provide examples.  This would prevent shifting more repairs into the NT category during the contract term.

Finding:  Again, applying the contract predictability standard, the auditors question why installing snow chains in winter is not ‘reasonably predictable’.
Finding:   In 2008, five departments had over $100,000 in non-target repairs: the Department of Public Works (DPW), Public Works Environmental Services (PWES), Emergency Medical Services (EMS), Fire and Police (POL).   

Finding:  The categories with the most non-target repair costs, in descending order, were: natural causes, operational damage, abuse of equipment and accident reported. Natural causes are outside the control of the vehicle operator.  The remaining three categories: operational damage, abuse of equipment and accident are areas over which the vehicle operator has more control.    
Recommendation: The City should determine the most frequent types of operational damage and abuse of equipment and vigorously work with vehicle operators to reduce these types of repairs.  Reducing non-target repairs will reduce the City’s costs. 

Finding:  Outside of Natural Causes, the Police, Environmental Services and Public Works had the highest NT repair costs because of Accidents, Abuse of Equipment and Operational Damage.  These types of damages can often be prevented or mitigated by a more aware workforce.

Recommendation:  The high percent of repairs due to Accidents, Abuse of Equipment and Operational Damage indicates a need for better training in equipment and vehicle operation and care.

Finding:  Most of non-targets repairs for the Fire and Emergency Medical Services are for Capital Improvements.
Garage Utility Costs

The contract states that the Contractor will be responsible for paying heat, water and electricity billed to the City for the Maintenance Facilities and allows payment to be made by way of a credit to the City.  The City pays for the utilities and FVS gives a credit off the City’s non-target repair expenses. 

Finding:  FVS’s utility expenses for 2006 and 2007 were not credited until October 2008.  FVS credited the City for its 2008 utility expenses on August 25, 2009.

Recommendation: The City pays gas and electric utility charges monthly.  The City should require FVS to credit its utility expense in a timelier manner.  Receiving credit in June or July for expenses that occurred 2 years ago is not efficient or timely.  

Finding:  For 2007, utility costs calculated for FVS amounted to $12,677.66 per month for both gas and electric usage at both garage facilities.

Finding:  According to the City’s Computer Information Systems (CIS), telephone service for FVS is billed to them directly by the telephone company.  The City is not involved with providing telephone services to their facilities.  

Finding:  Because the garage facilities are owned by the City, they are exempt from PWSA charges.  This exemption is being passed onto FVS.  FVS is not paying for any water usage.

Recommendation:  FVS is a for profit entity and as such should not be exempt from PWSA charges.  A separate water meter should be installed in the building that is solely used by FVS and some type of reasonable charge should be assessed for the other building that is shared with the City.  Instead of requiring the Contractor to reimburse for utilities “billed to the City” the contract should be amended to require FVS to pay for water used in garage operations. 

Performance Standards Compliance

Finding:  Vehicles being repaired for natural causes and directed work are also excluded from fleet availability and turnaround time calculations.  These exclusions are not listed in the contract.

Recommendation:  The contract should be amended to state that vehicles out of service because of non-target repairs are excluded from performance calculations.  ‘Non target repairs’ language would include any type of non target repair, especially since the list of non target repairs seems to be getting longer.
Finding:  An attachment to the contract accepted on March 7, 2007 puts a cap on the amount of performance incentives/penalties that can be charged against or paid to FVS.   “These performance incentive/penalty monetary calculations are the daily and monthly limits; The daily/monthly limit penalty/incentive will not exceed $30,480/YEAR within the third year term of the Agreement”.  
Recommendation:  Cash incentives and penalties can be good performance inducements.  However, limiting the amount of daily/monthly penalty to $30,480 a year is little more than a slap on the wrist for not meeting performance standards and not much incentive for exceeding the performance range.  The City should consider eliminating this cap and increasing the monthly penalty amounts. 

Turnaround Time Compliance

Finding:  In 2008, on average, FVS did not meet the 48 hour turnaround time performance standard for any City department.  On average, the 24 hour turnaround time standard was exceeded for only one City bureau, the Bureau of Refuse.   

Finding:  The garage is not meeting vehicle turnaround time performance standards when labor and parts costs are predictable and knowable.  This indicates sub optimal performance in getting vehicles back into service.

Finding:  FVS was assessed penalties of $1,475 and $3,310 for not meeting turnaround time standards.

Fleet Availability Compliance

Finding:  In 2008, FVS, fleet availability, on average, was within the design range for 6 months.  For 6 months, the fleet availability standard, on average, was not met.  Average annual fleet availability for priority vehicles (EMS, Police and Fire) was within the performance range.  Average availability for vehicles smaller than one ton exceeded the range.
Finding:  At the City’s request, FVS calculates fleet availability without any exclusion.  When non-target repairs are included, fleet availability, on average, falls well below the acceptable range of 94-96% for the entire year for all vehicle categories.

Preventive Maintenance (PM) Compliance

Finding:  FVS includes all PMs on its yearly report whether completed as scheduled or done when the vehicle is brought in for other reasons.  In addition to vehicles not showing up as scheduled, FVS also includes vehicles in for repair work that refuse to stay for PM service as ‘no shows’.  This means of recording ‘no shows’ does not reflect department compliance with scheduled vehicle PM’s.  

Finding:  Seventy-Five Percent (75%) of City Departments are cavalier about showing up for assigned PM scheduled.  Twelve (12) of the 16 departments do not show up for their PM appointment 25% or more of the time.  Biggest offenders with 50% or more no shows are bolded:  Controller’s Office, PWES, PWSA, Fire, and the Mayor’s Office.

Finding:  Vehicles that miss a scheduled PM and taken to the garage with a problem before the missed PM is completed are automatically treated as a non-target repair cost by FVS.

Recommendation:  Missed PMs should be tracked by Department supervisors.  Habitual offenders should be identified, informed of the importance of preventive maintenance service and threatened with discipline for continued non-compliance.
Recommendation:  The City should require FVS to track vehicles that need repairs because of missed PMs and the cost of those repairs to the City.  Such tracking may result in more aggressive scheduling compliance by departments.  

Finding:  By only including vehicles that show up for scheduled preventive maintenance in the performance calculation, FVS would be hard pressed not to meet the 94%-96% inspections completed on time standard.  

Rework Orders

Quality of repairs can be judged by the number of times a job has to be redone.

Finding:  Data provided by FVS show 3 rework orders for 2008.  The auditors had no way to confirm this data.  Three rework orders for an entire year indicates that FVS or its subcontractors are performing quality repair work on the City fleet.

State Inspection Compliance

Compliance with the Commonwealth’s annual State Inspection requirement is not a performance standard under the current contract.  
Finding:  FVS schedules and records State Inspections in the same manner that preventive maintenance is scheduled and recorded.  State Inspection data is mixed in with PM data and not kept separate. 

Recommendation:  FVS should be required by contract to compile separate State Inspection performance data.  This would facilitate data analysis and also help guarantee that vehicles receive State Inspection when due.        

Finding:  FVS records indicate that several City department vehicles were not scheduled at all for state inspections in 2008.

Finding:  PWES, PWSA, DGS and DPW missed 57.2% of scheduled state inspections.  Police and Fire are not far behind with 43.9% and 41.7%, respectively, of missed state inspections.

Finding:  In 2008, the City fleet was comprised of approximately 992 vehicles. According to FVS’ data, only 432 vehicles, or only 44% of the fleet, were scheduled for SIs in 2008.  

Finding:  FVS states that some vehicles are not scheduled for State Inspection because the inspection is done early.  This occurs when vehicles in for other repairs get inspected because the date is within the 3 month State Inspection window.

Recommendation:  City Administration and/or the Equipment Leasing Authority should inform FVS of State Inspection due dates on all new vehicles.

Recommendation: FVS should investigate why so few vehicles are being scheduled for SI.  If a vehicle is inspected early, it should be entered on that day’s work schedule, not just on the work completed report.  This would facilitate better tracking of non-scheduled State Inspections.  

Recommendation:  FVS and City department administrations should make State Inspections compliance a top priority.  Having City vehicles without up to date inspections is unsafe as well as poor example to the public.  
Finding:  More State Inspections are being completed than are scheduled.

Combining Fleet Management Services with the County

Finding:  The County Garage is a non-union facility and the City Garage is a union facility.  This difference between union and non-union personnel appears to be a major deterrent to combining services.  

Return to In-House Fleet Maintenance 

Finding:  Given the escalating costs of the fleet maintenance contract, it may be more cost effective to return to an in-house operation.

Recommendation:  A comprehensive study should be done by an analyst experienced in fleet maintenance start up and operation costs to determine the cost-benefit, if any, of the City operating the garage. 


We are pleased that First Vehicle Services agrees with many of our recommendations for improvement.







Sincerely,








Michael E. Lamb

