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SUBJECT: SECOND AMENDMENT TO THE AGREEMENT FOR RENTAL AND
MAINTENANCE OF COPIERIMULTI-FUNCTIONING DEVICES BETWEEN THE
CITY OF SAN JOSE AND RICOH AMERICAS CORPORATION

RECOMMENDATION

Adopt a resolution authorizing the Director of Finance to execute the second amendment to the
Copier/Multi-Functioning Devices (MFDs) rental and maintenance agreement with Ricoh
Americas Corporation (Ricoh) to:

1. Reduce the amount of annual rental compensation by 50% for the City's fleet of MFDs
for 2010-2011.

2. Extend the initial three-year term of the agreement by eight months, through June 30,
2011.

3. Replace the City's current MFD fleet with new, more energy efficient MFDs with
updated technology, including data security, and increase the monthly rental price by
$5.00 per device with the new data security feature.

OUTCOME

The change in the compensation rate would save the City approximately $260,000 for 2010
2011.

BACKGROUND

Ricoh is the manufacturer, installer and maintenance/service provider of multi-functioning
devices (MFDs) located throughout the City's 134 locations. MFDs perform a variety of
functions including self-service copy, network printer, fax, and scan.
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On October 16, 2007, Council approved the Director of Finance to enter into an agreement with
Ricoh to provide rental and maintenance services for MFDs. The agreement is currently in its
initial term, and there are three remaining one-year options to renew ending in October, 2013.

Ricoh was competitively selected in 2007 through a Request for Proposal (RFP) process.
Previously the City had contracts with four suppliers/manufacturers for a variety of copier
models. The RFP and resulting agreement with Ricoh consolidated the City's expenditures for
this service, and requires Ricoh's active and ongoing oversight of City MFD utilization to ensure
optimal usage. This model saved the City approximately 33%, and has been so successful that
several cities have "piggybacked" on the City's agreement to take advantage of our favorable
terms and pricing. There are currently 294 MFDs installed throughout City facilities.

ANALYSIS

As part of staffs contract renegotiation efforts that have resulted in approximately $2,600,000 of
cost savings and cost avoidance in 2009-2010 and 2011-2012 in all funds, discussions with
Ricoh were initiated to explore additional cost saving opportunities. Through these discussions,
Ricoh has agreed to a rental price reduction of approximately 50% for fiscal year 2010-2011 in
exchange for adding eight months to the initial three-year term of the agreement. Savings will be
realized by Ricoh waiving all rental fees for the six month period January 1 - June 30, 2011.

In addition to the savings described above, staff is working with Ricoh to assess Citywide
utilization of the MFD fleet as lower-cost replacements to networked printers and stand alone fax
machines. The Finance Department has piloted this over the past three months. Thirteen
networked printers and fax machines located in the Finance Department were removed from
service and the printing and faxing functions were absorbed by existing MFDs. As a result of
this change, which has actually improved the end-user experience, it is anticipated that the
Finance Department will save $10,000 annually. If extended to the entire City, early projections
estimate that $300,000 in all funds might be saved annually. The City would also see a
significant reduction in energy consumption and carbon emissions with the reduction of older
printers and fax machines.

Ricoh will also be evaluating usage of the current fleet of MFDs and make recommendations on
MFD deployment to increase efficient usage. After Ricoh's assessment and City's review, Ricoh
will replace the existing MFDs with new, more energy efficient MFDs with updated technology
and features. The monthly rental cost will increase by $5 per device installed with the new data
security feature Data Overwrite Security System (DOSS), described below.

Information copied or printed on MFD's might include sensitive or personal data such as
information contained in police files, HR records, payroll information that includes social
security numbers, etc. Similar to a computer, this information is stored on a disk drive installed
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in the MFD. In view of general concern about data security, the following security measures will
be implemented to protect City information that is stored on MFDs:

1. All new MFDs will have DOSS to protect the City's information. DOSS removes latent
data images on the MFD hard drive. This feature conforms to National Security Agency
(NSA) and the Department of Defense's (DoD) recommended methods for managing and
protecting classified information.

2. For existing MFDs that do not have the DOSS security feature, Ricoh has agreed to take
the following security measures as machines are retired from City service:

• Remove the hard drive from each MFD
• Label the hard drive with the model and serial number of the MFD
• Give the hard drive to the City's Information Technology Department who will

sanitize the hard drive, removing all data, and return the sanitized hard drive to Ricoh
prior to removal of the MFD from City facilities.

These additional steps will ensure that all data has been wiped clean from the hard drive, and that
data reconstruction is not possible.

EVALUATION AND FOLLOW-UP

This memo will not require any follow-up from staff.

PUBLIC OUTREACHIINTEREST

o Criterion 1: Requires Council action on the use of public funds equal to $1 million or
greater. (Required: Website Posting)

o Criterion 2: Adoption of a new or revised policy that may have implications for public
health, safety, quality oflife, or financial/economic vitality of the City. (Required: E
mail and Website Posting)

o Criterion 3: Consideration of proposed changes to service delivery, programs, staffing
that may have impacts to community services and have been identified by staff, Councilor
a Community group that requires special outreach. (Required: E-mail, Website Posting,
Community Meetings, Notice in appropriate newspapers)

This memorandum, while not meeting any of the criteria above, will be posted on the City's
website for the November 2,2010 Council Agenda.
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COORDINATION

This memo has been coordinated with the City Attorney's Office, the Information Technology
Department, and the City Manager's Budget Office.

FISCALIPOLICY ALIGNMENT

Amendment of the agreement complies with Council direction to reduce costs associated with
contracted services.

COST SUMMARYIIMPLICATIONS

It is estimated that the City will save $260,000 in the first six months of 2011 in all funds. As
part of the development of the 2011-2012 budget, any potential savings from this agreement, as
renewed, will be evaluated.

BUDGET REFERENCE

Not Applicable

CEQA

Not a Project; File No. PP10-066 (a), Agreements and Contracts for Maintenance Services

/s/
SCOTT P. JOHNSON
Finance Director

For questions please contact Mark Giovannetti, Purchasing Division Manager at (408) 535-7052.




