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' TO: | The Honomble City Comngil
FROM:  David Whitaker, Directoy/

DATE:  October 22, 2012 . o |
RE: * - Detroit Water and Sewernge Contract No. 2870781 with EMA, Inc.’

| City Council has besn requested to consider and apptove Conitact No: 2370781 batween

 EMA, Inc. and the City of Detroit, acting through its Board of Water Commissioners and ifs
Water and Sewerage Department, Presentations oo this contract bave been made to City
Council. steff on. Friday, ‘October 13, ind to-the City. Cowntil’s Piblic Healt ‘snd Sefety -

+ Committee on, Monday, October 15, 2012. The Research and'Analysis Division (RAD) was

- fequested, at-the Commiittee: meeting, to review and provide ‘its comments on this propased

Coomtract o ohoooo o POVESTE commen -

VENDOR SELECTION "

It has been indicated, in the Presentations, by the Detroit Water and Sewerage
Department (DWSD) that there was fiot & Request for Proposals or Qualifications to provide the
proposed: serviess,, DWED Admivistration made a determination that EMA, Inc. is the Sole
Source that is able to provide the services. Contract 2870781 with EMA, Inc. was approved by.
the Board of Water- Commissioners, affer an extensive review of the company and the praposed
seope of services and costs, on September 7,2012.° - o :

EMA, Ine. was previously awarded a contract, for $175,000, to condnct a study to
review.all operations of the Watdr and Sewerags Department. The report, from this sidy, was
released in early Aupust.and rééomimended that emiployiment eould be teduced by 81% from a
current employment of 1,978 to 374 department employees plus an additional 361 coirtractual
employees, ‘The. proposed contract with EMA is for the services ‘o assint the Departiment
administration aud Board of Water Commissioners to implerment the recommendations from the

! A seperate Confidential and Privileged report is algo being submitind by RAD ragurding DWSD,
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--~-expanding -5eope-of-services  beyond ervingin sniiitsl wAiAgHmEAt™ 185188, The Compeny
Indicates their work with city, county and. regional govemments is “to identify and capture
 Opportunitics {o save moncy, avoid privatization, and get the prestest wEtum on [the

government’s] investment “in people.” - EMA states: they. nse hest practices -to’ improve the

. effectiveness -of organizations, business practices and technology 1o improve the delivery of

services. in public works, health-and Tuman servides, - The Sofmpaty firovides several examplies

Regionel District, Colorado Springs Utilities, Metropolitan Council Envitonmentsl Services for

 Minneapolis-St. Paul, San Diego Water Department, Orange County Utilities in Orlando,

_ GENERALOVERWEW L .
" 'Thé ‘proposed cantract 2870781 with EAIA. Ine. ia for a termn of 5 years. folloving fhe

issuance of 2 “Notice to Stert Work” from.the DWSD director, for a total amount #ot tb exceed -

" $47,970,355.95, inclugive of ell. reimbisable. expenses. . Payment for services is contingent
upon thn_'._l“et'-_éipt.nf_ invoices submitted by, the conttactor. . The contract may be temninated

| . Bubstandard,

. C'ir__y'C'az;ncﬂ ‘m@} wish to fngrz.gz’re' gf'rh.é Aumn:aﬁan Phase wﬂl be & separate contract or an -

extension/omendment #o this praposed contract,

sewerage that inchude: Greater Varicouver
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PHASE 11 - OUTSOURCING ACTIVITTES |
- Phase H addresses the “outsonrcing of han-core activities, according to the Department

“Presentation, hawever Phase I-and-Phase: Il-activities may bé cantied ou izmilteieniidly. Cify~

Council may wish to inquire about the sequence for implementation of the Phases, The Services
identify eight (8) areas that are identified to be non-coms business fimations, The identified non-
cni'enq&viﬁen;ﬂnﬂ.theiraaﬁmmdgnnmluosthulude:_ - e
- Non-repetitive Laboratory functions ~ $1,000,000;
Grounds meintenance - $500,000;
Facilities Maintetisnca - $2,000,000; . :
. Difice Cleaning and Garbage collection - $500,000;
- Mejot/minor Fleet repaira - $3000000;; .
Payroll - §40,000; G
. Printshop - $100,000. - . -

The department currenily bes contracis for ofﬁ,uj.:e_clnnifn'g‘ and for vehicle repairs. Xt appears -
that including these fimctions refirs to 4 more comyrehensive scope than the current comiracts

now address, The totel estimated énria] cost, for thé 8 dteas listed above iy $4,590,000. ""'=I§T¢a1‘=11r
- half of the contract cost ($21,114,000) is budgeted for Outsbureing Coniracts and Management.

. The Depaftment fidiouis fhat any outsurcing wil bave 13 achieve & mistmurn cost

 savings of 10% for a Request for Priposals to be issed, Procurement of bids/proposals are to

fooys on Detroit and “Customer-Based” businesses; .provide opportunities for the vnion to -

subrait bids,  and provide employrient to. displaced DWSD employees.  The.contracts for

outsourving are to inclde a provision that the services may be mtl:lmedtuDWBDand the

City Council may wish to request clarifleation of “customer-bared” businesses; md to Feceive
more ‘information ‘on ‘what criteria will be used to determine how _outsourced services are
returned to. depariment employees, City Councll may also wish to dsk DWSD to clarify, for the
record if it is reguired to comply with the. Charter and City Cade requirements regarding the
Drivatisglion of city services (Sec. 18-5-103} to submit Studies and reports to Justif

| auiscurcing/mivatization Jor approval and to submit the -contracts recommended to privatize

these services jbr approval of the Ciy Council? -

T Cm Order seoms to specifically exempt DWSD from the privatization nrdinﬁnua requirements. +
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PHASE Il PROGAMS

R, “ﬁPhase ?miﬂcludes"thel‘cmaining BEVE . -m—egpwﬁﬁ.!__l H“ﬁéﬂ_rﬁéﬂ Bﬁﬁ]f)-ﬂﬁﬂﬁﬁamé“-_ e
proposed contraict. These incinde the following: . . ' T ;

- Job Design and Business Pructice Design, : _
._InformﬂtichechnulagyMammm,' e o e :
Procurement of the Humen Resonrces, Payroll and Timekeeping Systems,

. Computerized Maintenance Management Sysiem and Finencial system updates;
Development of Iriformation Technology Systems, procurement and. =~ .

- implementation of Systems for: .. - »

Docoment Management,
Hazardous Materials Managemept, - PRI

- Performance Menagément Systerns, S

.-, Implementation of an Asset Management and Reliability Program.

_ ‘The primiry task of Phiase II s indicated to be the job” desigris and classifications to be . -
devalopmentof the Information Téchnology Master Plan, procurement of new technology for-
- Humsan Resburces, Computerized Maintegance and ofher systems will support the Job Design

and Buginess Practice Design. . _

JOB DESIGN AND BUSINESS PROCESS DESIGN

_The goal of the job design nd olessification program is the expansion of job descriptions

conduct & salary survey gnd m'a':n:_kat'--ainalysi.s, a5 part of this process, which méy jesult in.
incramed salary levels for employees, Conversely, there will be significantly Jess employment
opporiunities available with DWSD, patticularly in tharelatwelyh:gh-mga, low-skilled job

 classifications that are slmdfor ehmxnauun as a result of this program, -
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_ The process to develop the job design and new job clissifications will be through the
- orgenizetion of five (5) design teams comprised of 8 to 10 employee volunteers led and
facilitated by an EMA Team Leader, | The ‘design teams are indicated to.include: Water

~--l------------‘----—----(Dpératians;'—Washawa:ter*’Bpﬁaﬁdné:'"'“Fiélé[‘“Bﬁﬁ“%ﬁﬁﬁﬁﬁﬁf“hﬁmuldﬁ?‘ﬂuppum gt
Finance, Administration apgd Customer Sérvices. The téanis will be charged with developing
best practices through the re-organization, job clagsifications, ~employee tmining, .and-
technology required to falfill the required services for their ares, *‘and the process for
, ‘The contract scope of services states that, “Fach work area integrates the new practices
with enablitig tools and. technologies and integrates new organizational behaviors, skills and

abﬂ:ﬁcs. . Contract services inciade providing the development and training fo team members to

 work together a5 a team.* The Job Design activities of the teams are indicated to require a time
commitment of eight (8) “Uninterrapted weeks to-complete the “To-Be’ work models.” Design
team activities are indicated will initially require daily: meetings. _The Job Design and Business

Process Design progtam is estimated to-be complefed by the end of March 2013.

. The stccess of the design teams is dependant of the imvolvement, comntitrnent, expertise
. . 8ad skills of the employee volunters to. consider and vnderstand new peradigms, new ways. of
working, and Hiinkidg “oitside the box In some cases, tas employees may be ssked 1o
consider sacrificing their own jobs: The use of emiployes foams to develop recommendations for
changing and improving the delivery of City services is not a new.concept. - A City-Wide

program of Tum-Around Teams was initisted by Mayor Archer and have also been repeated, and -

:Clty Council may wish to reguest more information on the dévefapmenr_af the design teams,
creative indeépendence given to the teams, and ensuring thar the work.of the teams will not_
interfere with the ability of the employees to carry out their current jobs; this is a concern given

" that there may Well be some anticipated reluctance for employees to willingly sacrifice their
Jobs in our present economy. . L IR

INFORMATION TECENOLOGY MASTER PLAN

L - Information Technology Mastei Plan, will be developed by EMA. following a review.of
all existing systems. The Plan is to define how the existing applications can be cansolidated into
a itianageable envirsoment to support the DWSD business application, EMA 10 determine what
functions and sérvices are required, “identify the security and access requirements, define the
interactians and integration. between, -applications, and define the ‘application configuration to
address the fequired fimctions. EMA Will use warkshops, questionnaires and interviews to
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- PAYROLL, TIMEKEEPING AND HUMAN RESOURCES SYSTEMS

: 'I‘.hi&pmgthm-'is'—tu—enab]e-?BWSDm~0pm"‘tﬁeseiéyst&ﬁrirﬁﬁ“ﬁﬁ“ﬂéfﬂy frofit the C:tly T
EMA -will review the existing systems and develop the finctional requireznents for these
gystemis.  The payroll system requirements, anslygis and_pranmat?gnt iz indicated will be

 the- end users or eniployees. According to the DWSD presentation, the Fuman Resources
muay include a Learning Mansgement Moddle, o _

City Countil may wish to inguire v’ﬂw cost for purchastng the Payroll, Timekeeping and Human |
Resources éjsfem is part of this coniract’s proposed easts, or will this be an additional cost.

INFORMATION TECHNOLOGY SYSTEM DESIGN REQUIREMENTS

s Mmﬂﬂe‘fﬂlwﬂwﬂmﬂnﬂnﬂ requirements and. the ‘business. cases for four (4)
S'Ystﬁﬁgi;wlﬁnh-_includa:_ ) ST T R
Leaming Managemaﬁi-fui_ﬁéﬁq,d'ﬂiﬁs@d tmkrng training, course atteridence and

systems, providing support and trainiog to system:administrators and end visers.

City Couricil may wish to inguire if the cost Jjor purcha}_fng the.reﬁmr fdéﬂﬁﬁeﬂ Systems is part |
of this comiract’s proposed costs, or-will this be an additional eost. - . LT
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COMPUTERIZED MAINTENANCE MANAGEMENT AND FINANCIAL SYSTEMS

‘--u--------n———,-'-'--—Acénrding-~tp—_-‘the-“nontractrBWSB“is'“cuﬂﬁﬂy”“tﬁ' ~the " piocess of purchasing, “and
implementing the Oracle WAMS and JD Edwards Financial Systems hy early 2013, _ Huwvar, _
Management (CMMS) and Financial Systerhs is based on the a:mling opetations, fhandgement
and business madel which is to change dramatically, thwough the development of new Jo
Designs and-Business Process Designs. ~ The Troposals foi- Stretinilitiim pirchasing activities,
Materisls management and tine keeping Processes are indicated o have a significant imypact on -
the way that Oracle WAMS will be used "Changes that will affeot these systems also include
e organizational structure and the greater emphasis on planning end scheduling, . .-, -

' also enable EMA to understand the real 1ife ismnes and challenges faced by employees so that
'EMAmypmvidesome_suluﬁum.m;mgsaapeuiﬁnmeds, AR
It appears the mnmi'mnmjnpldmsﬁ_ a .'vigniﬁcayt wholesale, Jimdamental change in the
current sysems. - City Council may Wish to request mere information on the procedures to be
. impleméntéd by DWSD and the coriractor to trevisition from the older systems 1o the nei
Systems, to ensure historical data and information cantinues to be available and processed, and
‘employees are adeguately frathed, to emsure services o the citizens are not disrupted and to -
 ensure compliance with all envirommental regulations. = - L : L :

AssETMAGMNTPROGRAM S e . |
EMA will asﬁst.ﬁWED to _devﬁlﬁp e responsible Asset MnnagemnntProgram for the

Department plants and in-ground-assets. .. Objectives of this program are in part to: ‘Develop a
. vision for Agset Managm_naﬁt; Identification of gaps with [EMA’s definition of] “global-leading

+ asset and reliability practices™ Develop a puiaritization of asiet groups the .need reliability
Improvement; Presentation o DWSD leadership to ohiain coimitment for itnplementation of
the Assct Management Prograuzs ++ L o plement '
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.. EMA consultanis and'tl'm_Asset,ManagemEnt Tmm.ﬁll-ﬁﬂﬁthvmious Department
divisions or sectiofis to explore and understand the curent situation as part .of an Agset

- meaningful isstes and create a framework for implementing the Asset Manegement Systems, .
- The proposed Asset . Management Systemy appears to based  on the development and
understanding of - Reliability ‘Centersd anteunnuampomng to help guide the setting of

--—m---—F—--ang'eméﬁt-~uekssassmm—t=ﬁé-ﬁnmms-ﬁ;omﬁheemm' erit Wil b isedl 15 ideiitity el g

the priosity of tho renwe process. DR
- The Asset Management Program is to ascist with. defining fhe coordination required
 betwen ho Capital Programand the Miintensae Program, and t help deguine igh presty

‘The totsl cast of the 5-year contract for $47,970,355.95 is hroken dgwn by the specified

‘tasks in tiié Scbpe of Services, - These tasks and associated costs include;

L :PibgmjuManagemm:dfMAcﬁviﬁm' c- . $2,186,817.00

- Re-Orgenization Design and Implementation . - - : 4200,000.00
. - Information Tech. Master Plan & Consolidation . - 1,000,000.00
- HumemResources/ Payroll Systen . - - L178,78000 -~ .
- Information Téch Systems -~ - - 1,900,00000 . .
© . ad Finance Systems Updates .. .. -

_ Lo 3,500,000.00
Relihility ind Asset Mansgeitent - ~ - 1,750,000.00

" Ovtsatiroing Analysis and Proourement Assist. 1,050,00000
- FMAProfessional Services Total  * $16,763,597.00

- Outsourging Contraots and Mensgement Fee . §21,114,000.00
~~ . Contingency (20% of sub-total) . .- - - - 7,575919.40 -
EXQePE:s(ISanPrqfqgﬁDnangnriws)_ T 2,514.839.55 _

'.3% afier the firit year of the contract, aubject 1o approval of DWSD. -.All expenses will be
ndjcated on the receipts and will te charged at cost (with no increase) for an amount not to
~exceed $2,514,839.55 over the 5-yecar term of the contract, o :
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CONCLUSION

-l.ia;gpresﬁmﬁm~by1he-nw35-;&chhmjn&aﬁaﬁﬁﬁﬁasifmhf?ﬁﬁpose oF His Somtctis T

to reduce the costs for DWSD operations and maintenance in order to at Ieast mit the famre
increases in the Water and Sewerage rates, A'gmatdealufemphaaismplauedonmﬂdngthe
services of DWSD more affordable to Detroit city residents than may be the case ofherwise if

the rqtaimmésas required to ?ay_thﬁ,dabt':swvice. The complete imp]:n:l_‘m_i_mﬁun'uf ﬂia c:luntmct.
and the invesiment in ew antomation squipment (Phase IV) is eaﬁxqateclhyDWSD_tu save the

Department up to $140 Miltion per year.

. - Datatovg;iﬁrthiseqﬁmamaqnhm]savhgsismtmﬁﬂydmn The implementation of
the wmeasures proposed in this contract may result-in significant savings, however the actual
amount ingy cheange considerably, based on the results of the programs, level of outsourcing,
. Tinal tmmiber of positions tétained ot climinated, and the level of antomation that is possible to

. safely operate the fucilities. . - S

Process; e fival muabers of b classiations e murmber of explogeensony change,
 Staffng is clearly a critcal issue ad eusires that Water snd Sewerage fucilifies are

 man ed and operated in & meuner to. comply with all federal and state . environmental
regulations: The department hasbeen criticized.in the past for widerstaffing in some critical

Water and Sewetage Department through the approval of this proposed comtract with EMA, k

ig the recommendation of RAD that the City Counedl may cofisider waiting {o receive the report |
from the EPA following their review before considering fhie proposed contract with BMA.©
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| QUESTIDNB

additional ‘questions that City Council may wish to submit to the Water and Sewerage
Departtment for response. - S o : S _

. How does this 6u1;tract;.differ from previous comtracts approved for the Water and
* Sewerage Department to institute Change Manageitent and improve administrtive and
‘oanagement services? What is unique about EMA and this comtract? - o
Al'ﬂthﬁl'ﬂ Iﬂlgﬂlar_ I Progress reports to be provi ‘ded:by.Em_ VIA that can also be.prm'_ rided to the
~ City Council, sheuld the proposed confract be gpproved? =~ .

. ‘Wﬂl-?ﬁ#ﬁ% IV for themstaﬂahun of greater automation in. IWSD facilities require a

. scparate contract or will thig :hg an extension/mmendment to this proposed contract?

Will Phase I for Outsourving and Phase 1T for Job Desigr, developrat and installation
- of systerns be done in sequence or at the same tme? . Are thers priorities that will dictate.
‘the work sequence? < T T R Lo

- }

Please iify the term “customer-based” busiigsecs that aro targeted in dontracting, aod
how.does this differ from Detroit-hased businesses, particularly given that ths DWSD

~ What “crlteria will be used to detetmine that outsourced servioes should be retirned to
department employees? ‘Whe will conduct thig evalogtion, end will the workfores -
, padlapsﬂnoughthemmunleadmbzp—bemwlwdmthe evaluation process? . o

- What positions are to be filled By the estimated 361 contractual employecs,  are these
posiens diffecent o et ofhe services to bo Outsornoed? - L

Ts DWSD required to cﬁﬁ:phruiththeﬁﬁarhafmdﬂijyﬂudemqu&ameﬁtsmgaﬂingthe

privatization of city services (Sec. 18-5-103) to bmit studies and reports to_justify

aqtaourm‘.ngfprivguzaﬁqn Jor approval snd o subinit the contracts recommended 1o
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7 10. Who m]lpmvlde the on-going techmical education Services for employees, leading =
" - toward licensing, inerepsing professional capacity? g e -

[T A Y X B S

—

11..1s the cost for purchasing the new Payroll, Timekeeping and Fuman Resourees Systemsa

part of this comtract’s proposed costs, oi-vyiﬂtheybeauqui:gdat an additional cost or

12. Are fhe costs for the new Leaming Management; Hazardots Materidls Mtiagaracit
' Docurgent Management and Pérformance Management Systems part ofﬂ:is.cpntmnt’
proposed costs, or will they be. acquired -at an additional cost or ‘through sepatate

13. What procedures will be implemented by DWSD and the contractor to transition from the

older systems to new systems,. to ensure historical data and iformation continues to be
aveilable and processed,. and employees are adequateély trained, to ensurs that services to -

the citizens are not disrupted and to ensure complience with environmental regulations?

14. The professional servioes contract destribes the Cily s & mitficipal corp, acfing by and
through the Water Boari snd its Watar Department . . . are there any discernible adverse
. mmmm&mﬁmwydwmhd as.the City, paxticularly in light of the .
_ current postoring end on-going litigation? If 50, can the Water Board actunder the
- mtaﬂgméwunbehﬂquﬁéﬁw? LT T PR

15 Under sec. 1,06, thheﬂltymmmmgmgthmeontmctthmugh thio Board and the Board is

uat separate fromi the City proper, does the City's Anditor General have a right to andit
&mﬁgﬂm’swﬂaﬁm.urpmﬁmmmmegmmﬂ I

16. Was Federal Judge Cox inolyed in the procsss of selecting EMA to provide these -~

- conitict services or in thie establishin g the Scope of Services for EMA A?

I'T.DidﬂiéCo@ufaﬁmﬂumsélisuﬁcéﬂayamleiuﬂmfﬁngﬂiépﬁpuseﬂnuntmnt?I.fan,l
‘ please explain that role indetal. . - 0 . - o :

19(1‘naddiﬁqntuthecuhbmmdiﬁvtﬁemedingéiﬁésﬁoﬁnbbve,vbhatoth& |
mnﬁdenﬁalinfomaﬁnndoypumﬁcipatemightbemadnvermthismmmme
course of this work? - B -
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20, Under 5,02 the City may terminate the contract for canse and wmder subsection {c)ifthe
performance is “substandard...” are there any objective stimdards by which this _

+«—-CONtratior’s performance will-be-meastired-that-we canTeview inadvanceof City - o

Council's consideration of this Proposed contract?
21. At section 5.06, the terms in the 5° line - “becomes jts sole anil exclusive possession,,.”

“in reference to the Contractor’s work produet is somewhat confusing as written and could
be interpreted to allaw, it the City"s option, the contrattor to keep work product paid for
by the City, which argnably should not be optional as it shonld seemly belong to the city
out-right. ' The balance of the paragraph is helpful, but the city's ownirship of the work

- produst should be clearly stated, please commment relative to thig interpretation, .

+22. Under section 13,01, it references “ the Water and Sewerage Depertinent of the City of
 Detroit, n municipal corporation...” does Suchan entity exist? ... . ...




