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INTRODUCTION

PURPOSE

Our overall audit objective was to ascertain the effectiveness of policies and procedures related to the
adminigtration of the Operation and Maintenance of Plant (OMP) and to ensure that controls addressing
current and future facility requirements in place.

Within the overall audit objective, specific goals included determining whether:

» the administration and management of the OMP program and facilities planning functions provide clear
lines of organizational authority and responsibility;

» budgeting procedures adequately address OMP funding, ensure that one-time funding allocations are
used for their designated purpose, and include procedures to monitor budget versus actual expenses,

» a comprehensive program is in place that identifies all maintenance/repair requirements including
preventive maintenance, facility repairs, deferred maintenance, custodial services, and grounds keeping;

» the maintenance/repair program includes productivity/performance standards, quality control and
employee training to ensure that quality work is performed effectively and efficiently;

» administrative controls over the maintenance/repair program are adequate, and the maintenance
management system includes work order scheduling, costing and control; backlog reports; and
productivity tools,

» non-maintenance work is adequately controlled and fully charged back to the customer in accordance
with CSU directives;

» al non-general fund operations and chargeable costs have been identified in accordance with CSU
directives and are fully charged back to the operations;

» chargebacks are adequately controlled and properly valued;
» maintenance materias, supplies, and equipment are adequately controlled and properly accounted for;
» autilities management program has been established in accordance with CSU policy; and

» the campus physical master plan is maintained in accordance with CSU policy.
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INTRODUCTION

SCOPE AND METHODOLOGY
This review emphasized but was not limited to compliance with state laws, Board of Trustee policies, and
Office of the Chancellor and campus policies, letters and directives. June 1998 to date was the primary

period of review.

Our primary focus involved the internal administrative and accounting controls over the operation and
maintenance of plant functions. Specifically, we reviewed and tested:

» budget allocation and monitoring procedures;

» identification of maintenance/repair requirements,

» work order processing and completion of preventive maintenance tasks;
» procedures for controlling custodia services and grounds keeping;

» procedures for controlling and processing chargebacks for non-maintenance work and costs associated
with non-general fund operations;

» procedures for controlling and accounting for maintenance materials, supplies and equipment;
» implementation of a utilities management program; and
» maintenance of the campus physical master plan.
During the course of the audit, we visited ten campuses. Dominguez Hills, Fullerton, Hayward, Humboldt,

Long Beach, Los Angeles, Pomona, Sacramento, San Diego and Stanidaus. We interviewed campus
personnel and audited proceduresin effect at that time.

BACKGROUND

In response to the systemwide risk assessment conducted during 1996, which included input from officers
representing the Chancellor’s Office and each CSU campus, the Board of Trustees directed this review of
Operation and Maintenance of Plant at its January 1999 meeting.

The Legidative Analyst's Report on the 1979/80 budget addressed the need to protect the substantial
public investment represented by CSU facilities, and the Legidature subsequently directed the CSU to
implement a preventive maintenance program on each campus. In December 1979, a CSU Task Force on
Plant Maintenance was appointed to explore preventive maintenance needs for the system and concluded
that the concept of preventive maintenance was too narrow in scope to accommodate the total maintenance
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INTRODUCTION

needs of the CSU. Consequently, a concept of “Planned/Programmed Maintenance” was proposed,
incorporating preventive maintenance as well as systematic planning and programming. The CSU
Executive Council reviewed the task force report and approved the concept in March 1981.

In April 1981, Executive Order No. 343, Establishment of Planned/Programmed Maintenance, was
issued. It stated that “effective immediately, each campus shdl initiste a Planned/Programmed
Maintenance Management system that will provide systematic maintenance of State owned campus
facilities, program future special maintenance and repair project requirements, identify deferred
maintenance needs, and schedul e replacement of Group | equipment.”

In 1983, the Office of the University Auditor reviewed Plant Operations at eight campuses and issued a
systemwide report. The Board of Trustees subsequently accepted the systemwide report and addressed
nine implementing actions in Trustees resolution RA 9-83-057. These actions were adopted in CSU
directive BA 84-25, Implementation of Trustees' Resolution RA 9-83-057 (Plant Operations), dated July
25, 1984.

In 1999, the CSU initiated the Facilities Renewal Cost Moddl Project (FRRM) with the long-term objective
of securing adequate funding for deferred maintenance and renewal needs for the CSU physical plants. A
small advisory committee made up of seven physical plant directors and Chancellor’ s Office staff examined
the available options of determining and presenting relevant cost data, and proposed the FRRM project
described below:

The FRRM predicts annual campus renewa costs and generates a current deferred maintenance
list based upon an updated profile of all campus facilities and identified infrastructure systems.
This model is appealing to budget steff, as renewal costs are predictable and logically derived
projections can be made. Additionally, the University of California (UC) (Office of the President)
adopted this model for its campuses. It is prudent to bein sync with the UC system in approaching
the legidature for funding support for CSU physical plants. The project was approved and funded
by the CSU directors of physical plant and the assistant vice chancellor of Capital Planning,
Design and Construction CPDC.

The project began in October 1999 and is scheduled to be completed by June 30, 2000. The
Pacific Partners Consulting Group (PPCG) was chosen to perform the scope of work, as this firm
completed the same task for the UC system (which included extensive software development) and
the model was essentially ready for use once customized for the CSU.

The project was divided into five phases. The first two phases have been completed. Phase |
provided an analysis of the added life cycle costs of having shortened life cycles (lower initial
congtruction costs) for specific subsystems. The analysis provided life cycle cost estimates for
alternative approaches to choosing subsystems. These subsystems included, but were not limited
to, building skin, roof, HVAC, lighting, electrical and interior finishes.
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Phase |1 included the development of a framework of common definitions, building and subsystem
categories, life cycles and costs for the twenty-three campuses that would form the specifications
for implementing the FRRM. This phase involved the oversight of the advisory committee
referenced above. The same ‘seven’ campuses made up the initial subset where the moddl was
implemented in Phase |11 due to their closeness to the project from its start.

PPCG implemented the FRRM at seven campuses during Phase I11, providing each with the mode,
data, and comprehensive reports (including draft reports, deferred maintenance estimate with cost,
auser's manual and afinal report). Phase IV isareplication of Phase Il at the remaining sixteen
campuses. To-date, Phase Il is nearing completion and Phase IV has been initiated. A
consolidated systemwide model and report will be devel oped during the final Phase V.

Upon completion of this project, the CSU will have a tool to generate predictive renewal and
deferred maintenance costs for each campus based upon the life cycles of major subsystems for all
facilities and defined infrastructures. Maintaining the model is not considered labor intensive, and
it provides cost data within an acceptable margin of error.

Throughout this report, we will refer to the program as operation and maintenance of plant (OMP). The
titles of the departments assigned responsibility for managing CSU campus operation and maintenance of
plant include, among others, physical plant and plant operations.

OPINION

We visited the ten campuses from March 8, 1999, through December 17, 1999, and our opinion is based
primarily upon our observations at those campuses.

We found that the ten campuses were in general compliance with applicable State of California, CSU and
individual campus directives. Campus specific findings and recommendations have been discussed and
reported individually. In our opinion, the administration and management of the OMP programs provided
clear lines of organizationa responsibility, the automated work order systems were generaly adequate to
manage and account for the maintenance/repair program, and budget-monitoring procedures were effective.
However, additional attention is required to ensure the program is comprehensive and effectively managed.
Specifically, campus preventive maintenance programs were not fully functional; oversight of the work
orders needed improvement, chargeback procedures did not assure full reimbursement; and controls over
maintenance materials, supplies and equipment were inadequate. The findings presented below were in
varying degrees of compliance at each of the ten campuses visited and thus took on systemwide
implications. Areas needing improvement are referenced in the executive summary below.
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INTRODUCTION

EXECUTIVE SUMMARY

The purpose of this section is to provide management with an overview of conditions requiring their
attention. Areas of review not mentioned in this section were found to be satisfactory. Numbersin brackets
[ ] refer to page numbersin the report.

MAINTENANCE MANAGEMENT PROGRAM [7]

PREVENTIVE MAINTENANCE [7]

Implementation and adminigtrative controls concerning the preventive maintenance (PM) program at
nine of the ten campuses visited were inadequate. A fully operational preventive maintenance program,
with comprehensive work tasks and accurate administrative reporting, ensures effective and efficient
PM scheduling and coverage for campus equipment and facilities.

WORK ORDER PROGRAM ADMINISTRATION [8]

Oversight of the work order program was inadequate at eight of the ten campuses visited. Maintaining
adequate oversight ensures that maintenance and repairs are performed timely, which reduces the risk
of system breskdowns.

PHYSICAL AUDITS AND GROUP | EQUIPMENT [9]

Not al campuses had implemented annual physical audits of facilities or established lists of Group 1
equipment programmed for replacement as part of their planned/programmed maintenance program.
Implementing annual physical audits group 1 equipment lists mitigates the risk that all
maintenance/repair requirements will not be identified and system breakdowns and deterioration of
facilities will occur.

QUALITY CONTROL [9]

A comprehensive quality control program had not been implemented at seven of the ten campuses
visited. Implementation of a comprehensive quality control program will mitigate the risk of system
breskdowns and deterioration of facilities and grounds and help ensure that work is performed in
accordance with established standards.
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CHARGEBACKS AND NON-MAINTENANCE WORK [10]

CHARGEBACK CONTROLS [10]
Chargeback procedures for non-maintenance work were inadequate at each of the ten campuses visited.

Improving chargeback controls increases the likelihood for timely and complete reimbursement to
facilities services for services rendered.

NON-GENERAL FUND OPERATIONS [12]
At the magjority of the campuses visited, services and utilities provided to non-general fund activities

were not always charged back and/or charged back in atimely manner. Prompt billing of al services
provided to non-generd fund activities increases the likelihood for complete and timely reimbursement.

MAINTENANCE MATERIALS AND EQUIPMENT [13]
MAINTENANCE MATERIALS AND SUPPLIES INVENTORY [13]
Maintenance materials and supplies inventory controls and procedures were not adequate at eight of the

ten campuses visited. Strengthening inventory controls decreases the risk of lost or stolen assets and
could result in lower overall inventory costs.

SMALL HAND TOOLS AND EQUIPMENT [14]

Accountability over small hand tools and equipment was inadequate at five of the ten campuses visited.
Proper accountability decreases the risk of lost or stolen assets.

UTILITIES MANAGEMENT [15]

Campus-wide five-year energy conservation and utilities management plans were not being maintained
at half the campuses visited. Maintenance of such plans may result in increased energy efficiency.

PHYSICAL MASTER PLAN [16]

A thorough reevaluation of the campus physical master plan had not occurred within the last three
years a five of the ten campuses. Timely reviews of the campus physical master plan will ensure that
facilities meet current and future needs.

Operation and Maintenance of Plant/Systemwide/Report No. 99-35

Page 6



OBSERVATIONS, RECOMMENDATIONS,
AND MANAGEMENT RESPONSES

MAINTENANCE MANAGEMENT PROGRAM

PREVENTIVE MAINTENANCE

Implementation and administrative controls concerning the preventive maintenance (PM) program at
nine of the ten campuses visited were inadequate.

We found, in varying degrees, the following types of weaknesses in the preventive maintenance
program at the campuses:

» PM tasks had not been entered into the PM system and/or verified for al tasks,

» Exigting controls did not ensure that only valid PM tasks were included in the PM program;
» PM taskswere not completed or not completed in atimely manner; and

» PM administrative reporting was not adequate for scheduling and backlogs.

Executive Order #343, Establishment of Planned/Programmed Maintenance, dated April 29, 1988,
dtates that each management system shall incorporate a current, comprehensive schedule for all
maintenance work to be accomplished in atimely manner.

SAM 820003 states that a satisfactory system of internal administrative control shall include an
established system of practices to be followed in the performance of duties and functions as well as an
effective system of internal review.

In the majority of instances, management stated that conversion of PM data to a new maintenance
management system was not complete or accurate and had caused administrative reporting and
scheduling problems. Management also cited lack of staff resources.

Not implementing a preventive maintenance program timely increases the risk of ineffective and
inefficient preventive maintenance scheduling and coverage for campus equipment and facilities that
may result in system breakdowns.

Recommendation 1
We recommend that the Chancellor’'s Office remind al campuses of the necessity to have a

comprehensive preventive maintenance program that ensures all tasks are accomplished in a timely
manner.
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Management’s Response

We concur and will issue by September 1, 2000, a revised Executive Order consolidating policy
regarding the requirement for a comprehensive planned maintenance and capital renewa program that
ensures all tasks are accomplished in atimely manner.

WORK ORDER PROGRAM ADMINISTRATION
Oversight of the work order program was inadequate at eight of the ten campuses visited.

Seven of the campuses had significant backlogs of open work orders, including backlogs that were
more than four months old. We also found instances where the work had actually been performed, but
the work order had not been closed out in the automated work order system. In addition, two campuses
did not have adequate reporting for open work ordersto facilitate the oversight process.

Executive Order #343, Establishment of Planned/Programmed Maintenance, dated April 29, 1988,
dtates that each management system shall incorporate a current, comprehensive schedule for all
maintenance work to be accomplished in atimely manner.

SAM 820003 states that a satisfactory system of internal administrative control shall include an
established system of practices to be followed in the performance of duties and functions as well as an
effective system of internal review.

Management stated that work control staffing levels and the converson to new maintenance
management systems had affected work order review and closure.

Inadequate oversight of work order programs increases the risk that maintenance and repairs will not
be performed in atimely manner and system breakdowns will occur.

Recommendation 2

We recommend that the Chancellor’s Office remind al campuses of the importance of completing all
maintenance work in a timely manner and consider revising Executive Order #343 to incorporate
minimum guidelines for effective oversight over the campus work control program.

Management’s Response

We concur and will issue by September 1, 2000, a revised Executive Order requiring a computerized
work order system to carry out al identified maintenance tasks in a timely manner.
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PHYSICAL AUDITS AND GROUP | EQUIPMENT

Not all campuses had implemented annua physical audits of facilities or established lists of Group 1
equipment programmed for replacement as part of their planned/programmed maintenance program.

Four of the ten campuses visited had not conducted annual physical audits of each campus facility. In
addition, three campuses had not developed a listing of Group | equipment programmed for
replacement.

Executive Order #343, Establishment of Planned/Programmed Maintenance, dated April 29, 1988,
dtates, in part, that each maintenance management system shall incorporate an annual physical audit of
each facility to identify maintenance/repair program requirements, and a current annual listing of
Group | equipment programmed for replacement.

The cause for not implementing annual audits varied among the campuses visited. Some campus
management stated that annual physical audits of each facility were either: not cost effective,
performed informally; included in an annual maintenance evaluation process; or redundant to
preparation of the five-year specia repair list. The cause for not implementing listings of Group 1
equipment also varied by campus. Some campus management stated that they were not aware of the
requirement for a listing of Group | equipment while others attributed the problem system conversion
problems.

Not implementing annua physical audits and Group 1 equipment lists increases the risk that al
maintenance/repair requirements will not be identified and system breakdowns and deterioration of
facilities will occur.

Recommendation 3

We recommend that the Chancellor’ s Office ensure that all campuses include annual audits and listings
of Group 1 equipment in their overall planned/programmed maintenance program or revise Executive
Order #343 to reflect the current operating environment.

Management’s Response

We concur and will issue by September 1, 2000, a revised Executive Order requiring a bi-annual audit
and listing of Group 1 equipment in the campuses’ planned maintenance program.

QUALITY CONTROL

A comprehensive quality control program had not been implemented at seven of the ten campuses
visited.
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We found, in varying degrees, that the campuses visited had not fully implemented a comprehensive
quality control program. Examples of incomplete implementation included: routine documented quality
control checks of service work orders, and preventive maintenance, and/or custodial and grounds
keeping services were not performed.

SAM 820003 states that a satisfactory system of internal administrative control shall include an
established system of practices to be followed in performance of duties and functions as well as an
effective system of internal review.

Executive Order #343, Establishment of Planned/Programmed Maintenance, dated April 29, 1988,
requires that the maintenance management program include a procedure that will provide management
with a means to measure the effectiveness of planned/programmed maintenance.

At most of the campuses visited, management stated that many informal reviews occurred but were not
always documented.

Without implementation of comprehensive quality control procedures, there is an increased risk that
work will not be performed in accordance with established procedures and system breakdowns and
deterioration of facilities and grounds will occur.

Recommendation 4

We recommend that the Chancellor's Office revise Executive Order #343 to include minimum
guidelines for a comprehensive formalized quality control program to ensure compliance with physical
plant work standards.

Management’s Response

We concur and will issue by September 1, 2000, a revised Executive Order requiring a systematic

program to review the quality of work performed to assure compliance with an approved work
standard.

CHARGEBACKS AND NON-MAINTENANCE WORK

CHARGEBACK CONTROLS

Chargeback procedures for non-maintenance work were inadequate, at each of the ten campuses
visited. We noted that:

» supporting documentation was not available to substantiate the overhead rates being used at ten
campuses,
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» overhead was not being charged as a percentage of total costs or on al chargebacks for three
campuses,

» overhead rates had not been reviewed in severa years at most campuses. Overhead rates varied
from 5% to 25%;

» labor rates used to value chargebacks were not current at Six campuses,
» benefits were not being properly charged to non-general fund activities at eight campuses,
» procedures did not ensure the accuracy of chargebacks at five campuses; and

» verification procedures to ensure that plant operations receives credit were not in place at three
campuses.

CSU directive BA 84-25, Implementation of Trustees Resolution RA 9-83-057, dated July 25, 1984,
states that each campus will develop a chargeback system, and campus policy and procedures must
ensure the return of all costs to the plant operations budget. Additionaly, the policy should include
reimbursement for overhead or indirect costs. These latter costs include reimbursements for
administrative processing, estimating, supervision, equipment, vehicles, etc., and would normaly be
calculated and added as a percentage of total costs.

CSU systemwide directive BP 86-69, Saff Benefits — Billing Rates for Services of General Fund
Employees, dated September 29, 1986, states that billings for services of general fund employees
should include staff benefit-type charges in accordance with SAM 88740, and campuses will be
responsible for the derivation of benefit rates applicable to their campus. Campuses will aso be
responsible for complying with SAM 88740.

SAM 88752 indicates that departments must recover full costs whenever goods or services are
provided to others.

Some campus management stated, that chargeback rates and policies and practices have not been
reviewed for a long time. Others stated that the chargeback policy was political in nature, and the
overhead rate was arbitrary.

Unsatisfactory controls over chargebacks increase the risk of inaccurate and incomplete reimbursement
to facilities services for services rendered and reduce funds available for campus maintenance and
repairs.
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Recommendation 5

We recommend that the Chancellor's Office revise and consolidate existing policies regarding
chargebacks and cost alocations to incorporate minimum guidelines for effective controls over
chargebacks including specific guidance in the development of overhead rates.

Management’s Response

We concur and will issue by September 1, 2000, a revised Executive Order regarding the allocation of
costs among auxiliary enterprise activities and the reimbursement of the general fund for facilities,
goods and services provided by the genera fund.

NON-GENERAL FUND OPERATIONS

At the mgjority of campuses visited, services and utilities provided to non-genera fund activities were
not always charged back and/or charged back in atimely manner.

We noted the following deficiencies at seven of the campuses visited:

» Services were either not fully reimbursed or procedures were not in effect to ensure that non-
genera fund activities were fully charged back at six campuses.

» Three campuses were not receiving reimbursement for utilities from non-general fund activities or
utility chargebacks were either inaccurate or not done.

CSU systemwide directive BA 84-25, Implementation of Trustees Resolution RA 9-83-057, dated July
25, 1984, dates that each campus will develop a chargeback system, and campus policy and
procedures must ensure the return of all costs to the plant operations budget.

Executive Order #538, Policy Statement on Energy Conservation and Utilities Management for the
CSU and Energy Consumption Reduction Goal for 1992/93 Compared to 1986/87, dated February 1,
1989, states that: all CSU campuses will implement a utilities chargeback system to recover the cost of
utilities provided to self-supporting and external organizations.

CSU systemwide directive BA 83-30, Policy on Chargeable Services to Self-Supporting Operations,
dated December 28, 1983, states that funds provided from the general fund may be used to provide
support for ancillary operations that are not funded through the general fund if there is recovery of the
cost of such support.

SAM 88752 dates that state policy requires departments to recover full costs whenever goods or
services are provided to others.

SAM 88776.3 requires invoices to be prepared as soon as possible after recognition of a claim.
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Management stated, for the most part, that chargeback rates, policies and practices have not been
reviewed for along time. At some of the campuses, management attributed the chargeback policy to
previous department management.

Failure to promptly invoice all non-general fund activities for services rendered by plant operations and
utilities reduces the likelihood for complete and timely reimbursement and the amount of working
capital available for maintenance and repairs.

Recommendation 6

We recommend that the Chancellor's Office revise and consolidate existing policies regarding
chargebacks and cost alocations to require timely and accurate reimbursement from al non-genera
fund activities for utilities and services rendered by plant.

Management’s Response

We concur and will issue by September 1, 2000, a revised Executive Order regarding the allocation of

costs among auxiliary enterprise activities and the reimbursement of the genera fund for facilities,
goods and services provided by the genera fund.

MAINTENANCE MATERIALS AND EQUIPMENT
MAINTENANCE MATERIALS AND SUPPLIES INVENTORY

Maintenance materials and supplies inventory controls and procedures were not adequate at eight of the
ten campuses visited.

Our review disclosed the following deficiencies:

» physicd inventories of maintenance and materials and supplies, including reconciliation to
perpetua records, were not being performed at six campuses,

» two campuses did not have a comprehensive written or computerized inventory record;

» proper segregation of duties was not maintained over maintenance materials and/or warehouse
access was not properly controlled at seven campuses; and

» seven campuses had not devel oped formalized materials management policies and procedures.
SAM 83535 requires state agencies to maintain unit stock records and conduct physical inventories if

they operate warehouses with gross floor space exceeding 4,000 sg. ft., average annua inventory
investment in expendable goods exceeding $50,000, annual issues of expendable goods exceeding
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$100,000 or expendable goods inventory consisting of 400 or more stock items. In addition, each state
agency must develop internal policies and procedures for effective materials management within each
organizational unit that maintains continuing inventories of expendable goods.

CSU systemwide directive BA 84-25, Implementation of Trustees Resolution RA 9-83-057, dated
July 25, 1984, states that internal controls over the purchase, storage and use of plant operations
department materials must be devel oped and implemented at the campuses.

SAM 88080 requires an adequate separation of duties so that no one person orders and receives
supplies, maintains control over the inventory and issues materials and equipment.

Management stated, for the most part, that staffing issues affected inventory counts and separation of
duties. At a few campuses, management cited problems with the conversion to a new maintenance
management system or alack of warehouse space availability.

Inadequate inventory controls increase the risk of lost or stolen assets and lead to higher overall
inventory costs.

Recommendation 7

We recommend that the Chancellor’s Office remind the campuses of the importance of maintaining
internal controls over the purchase, storage and use of plant operations department materials, including
formalized policies and procedures for effective materials management.

Management’s Response

We concur and will issue by September 1, 2000, a revised Executive Order requiring written policies

and procedures for effective materidls management with resultant written records demonstrating
internal controls over the purchase, storage and use of plant operations department materials.

SMALL HAND TOOLS AND EQUIPMENT

Accountability over small hand tools and equipment was inadequate at five of the ten campuses visited.
SAM 820003 states that a satisfactory system of internal accounting and administrative control shall
include a system of recordkeeping procedures adequate to provide effective accounting control over

assets, liahilities, revenues, and expenditures.

At the time of our review, we found there was no systemwide directive that discussed appropriate
accountability procedures for small hand tools and equipment.

At some of the campuses with accountability issues, management stated that responsibility had been
informally assigned to the trade shop supervisors, and uniform accountability standards have not been
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established. At one campus, management stated that a system to account for hand tools and equipment
had been developed but not implemented due to management changes.

Inadequate accountability over small hand tools and equipment increases the risk of lost or stolen state
property.

Recommendation 8

We recommend that the Chancellor’'s Office remind the campuses of the importance of maintaining
accountability over small hand tools and equipment.

Management’s Response

We concur and will issue by September 1, 2000, a revised Executive Order requiring written policies
and procedures for effective materidls management with resultant written records demonstrating
internal controls over the purchase, storage and use of plant operations department materials.

UTILITIES MANAGEMENT

Campus-wide five-year energy conservation and utilities management plans were not being maintained
at half the campuses visited.

Executive Order #538, Policy Statement on Energy Conservation and Utilities Management for the
CSU and Energy Consumption Reduction Goal for 1992/93 Compared to 1986/87, dated February 1,
1989, dates that each CSU campus will develop, implement and update a campus-wide five-year
energy conservation and utilities management plan. This executive order also addressed specific
consumption goals, which were to be accomplished by FY 1992-93.

At campuses not in compliance with EO 538, management stated, for the most part, that a formalized
campus-wide five-year energy conservation and utilities management plan had not been maintained due
to staffing issues.

Failure to maintain a campus-wide five-year energy conservation and utilities management plan may
result in decreased energy efficiency and increased energy costs.

Recommendation 9
We recommend that the Chancellor’s Office clarify Executive Order #538 with respect to the need for

ongoing maintenance of a campus-wide five-year energy conservation and utilities management plan.
Management’s Response
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We concur and will issue by September 1, 2000, a revised Executive Order with respect to the need for
ongoing maintenance of a campus-wide rolling five-year energy conservation and utilities management
plan.

PHYSICAL MASTER PLAN

A thorough reevaluation of the campus physical master plan had not occurred within the last three
years a five of the ten campuses visited.

PPD SUAM Section |1 89009 states that periodically, but not less often than every three years, each
campus shall accomplish a thorough reevaluation of all parts of the physical master plan and shall
submit a written summary report of the reevaluation to Capital Planning, Design and Construction
(CPDC).

At the campuses where reevaluation had not occurred, management stated that they had never been
requested to do this and, by practice, this has not been enforced by CPDC. Management further stated
that since the campus was almost at “build out status’ not much was being done to change the physica
master plan, the physical is reviewed each year as part of the campus five-year capital plan, and the
reevaluation was not performed within the three-year requirement due to the time and money required
to complete such areview.

Failure to complete timely reviews of the campus physical master plan increases the risk that facilities
will not meet current and future needs.

Recommendation 10

We recommend that the Chancellor’s Office review and clarify PPD SUAM Section 11 89009 with
respect to the need for a thorough reevaluation of the campus physical master plan on a three-year
cycle including reports to CPDC.

Management’s Response

We concur and will issue a revised CPDC SUAM Section 11 9009 by September 1, 2000, to clarify
when athorough re-eva uation of the campus physical master plan is to occur.

Operation and Maintenance of Plant/Systemwide/Report No. 99-35
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State of California Trustees of The California State University

Memorandum

To:

From:

Subject:

Mr. Larry Mandel Date: June 28, 2000
University Auditor o i
Office of University Auditor 1 RECTZIVED

Unfvoraing Andap

18 RPN !
i 0 2933

(4

Richard P. Wes -
Executive Vice lor and Chief Financial Officer o
Business and Fyfance Division S 4
Audit Report

Operation and Maintenance of Plant
Systemwide Report

I am pleased that the ten campuses audited were in general compliance with applicable
state and CSU policies and procedures. I have reviewed the report’s findings with my
Capital Planning, Design and Construction (CPDC) staff and concur with the
recommendations. It is our intent to issue three comprehensive Executive Orders that
incorporate policy revisions for all the audit findings, with the exception of the Physical
Master Plan finding which will be handled via an update to the SUAM. Our specific
comments to the auditors’ findings and recommendations follow.

Maintenance Management Program

Recommendation:

1. We concur and will issue by September 1, 2000, a revised Executive Order
consolidating policy regarding the requirement for a comprehensive planned
maintenance and capital renewal program that ensures all tasks are accomplished
in a timely manner.

Work Order Program Administration

Recommendation:

2. We concur and will issue by September 1, 2000, a revised Executive Order requiring
a computerized work order system to carry out all identified maintenance tasks in a
timely manner.

Physical Audits and Group 1 Equipment

Recommendation:

3. We concur and will issue by September 1, 2000, a revised Executive Order requiring
a bi-annual audit and listing of Group 1 equipment in the campuses’ planned
maintenance program.
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Memo to Mr. Mandel

June 28, 2000
Page Two
Quality Control
Recommendation:
4. We concur and will issue by September 1, 2000, a revised Executive Order requiring

a systematic program to review the quality of work performed to assure
compliance with an approved work standard.

Chargebacks and Non-Maintenance Work

Recommendation:

5. We concur and will issue by September 1, 2000, a revised Executive Order
regarding the allocation of costs among auxiliary enterprise activities and the
reimbursement of the general fund for facilities, goods and services provided by
the general fund.

Non-General Fund Operations

Recommendation:

6. We concur and will issue by September 1, 2000, a revised Executive Order
regarding the allocation of costs among auxiliary enterprise activities and the
reimbursement of the general fund for facilities, goods and services provided by
the general fund.

Maintenance Materials and Equipment

Recommendation:

7/8. We concur and will issue by September 1, 2000, a revised Executive Order requiring
written policies and procedures for effective materials management with resultant
written records demonstrating internal controls over the purchase, storage and use
of plant operations department materials.

Utilities Management

Recommendation:

9. We concur and will issue by September 1, 2000, a revised Executive Order with
respect to the need for ongoing maintenance of a campus-wide rolling five-year
energy conservation and utilities management plan.

Physical Master Plan

Recommendation:

10.  We concur and will issue a revised CPDC SUAM Section II 9009 by September 1,
2000, to clarify when a thorough re-evaluation of the campus physical master plan
is to occur.

cc: Mr. Brad Wells
Mr. J. Patrick Drohan
Ms. Elvyra F. San Juan
Ms. Nancy Freelander-Paice
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THE Cavrornia State UNIVERsITY

OFFICE OF THE CHANCELLOR

July 6, 2000
MEMORANDUM

TO: Larry Mandel
FROM:

SUBJECT:

University Aud%,; 6 /%//

Charles B. Reed

Appendix C

Draft Final Report 99-35 on Operation and Maintenance of Plant
Systemwide

In response to your memorandum of July 6, 2000, I accept the response as
submitted with the draft final report on the Operation and Maintenance

of Plant, Systemwide.

CBR/cw

Enclosure

cc: Mr. Richard P. West, Executive Vice Chancellor/Chief Financial Officer
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