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SUBJECT:   Award of Contract for a Network Storage Device System and 
Award a Contract for Blade Servers (F0810-22) 

 
 
REPORT IN BRIEF 
Approval is requested for the award of a sole source contract in the amount of 
$291,107 to Network Appliance, Inc., of Sunnyvale to furnish and install a 
Network Appliance storage expansion and disk storage backup system and to 
award a contract in the amount of $165,937 to INX Inc., of Lewisville Texas to 
furnish and install Dell blade servers, for the Information Technology 
Department. 
 
 
BACKGROUND 
The Information Technology Department (ITD) is in the process of upgrading 
the City’s computer hardware infrastructure.  As currently configured, the 
system is technologically obsolete, inadequate to recover completely in the 
event of catastrophic failure or disaster, and can no longer sustain the normal 
growth of the City’s business.  One key component of the upgrade is the 
consolidation of disparate network servers that host the City’s computer 
applications.  The other key components are adding disk storage capacity and 
installing an enhanced disk storage backup system.  Collectively, these work 
efforts are known as the Virtualization Project.        
 
Currently the City’s computing environment is run on 110 servers that are 
configured on a one-to-one ratio with associated applications.  Industry 
standards have evolved to “virtual” server environments based on the use of 
server “blades” which enable higher density ratios of server to application.  In 
this case, staff proposes to consolidate 60 of these servers to 10 blade servers 
in order to achieve a 6-to-1 server to application ratio.  This consolidation will 
require additional data system storage and backup capacity.   
 
Consolidation of the City’s servers will produce an estimated $22,000 in annual 
savings on electricity costs, plus an additional one-time energy rebate of 
$8,672.  When compared to the projected 20-year costs of replacing and 
supporting the existing 60 servers, there is no net increase in either equipment 
or operating costs.       
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DISCUSSION 
The proliferation of stand-alone servers is largely due to the computerized 
automation, over time, of City systems and processes.  Before the advent of 
blade server technology, most businesses and governments ran their 
applications on one-to-one server ratios.  As with most technological 
breakthroughs, the blade server option was cost prohibitive to the City when it 
became available several years ago.  Since that time, the City’s technology 
needs have grown and blade server technology has become more available and 
cost effective.  This also applies to data storage systems. 
 
Consolidating the City’s servers and storage systems will produce a number of 
benefits such as decreasing the likelihood of losing critical data due to 
catastrophic failure or disaster, reducing downtime of computer applications 
and creating efficiencies in system maintenance and utilization.  Importantly, 
the City will save approximately $22,000 annually on electricity costs.      
 
The total scope of work for this project will be to add disk storage capacity to 
the existing network of storage disks (also known as Storage Area Network or 
SAN), install a disk storage backup system, and to install 10 blade servers and 
associated virtual VMware software.     
 
Vendor Selection and Sole Source Contract Award 
Staff proposes a sole source contract award to Network Appliance for the 
network data storage component of the Virtualization Project, per Section 
2.08.070(b) of the Sunnyvale Municipal Code.  This code section exempts from 
competitive bidding contracts for which the City’s requirements can be met 
solely by a single proprietary article or process available from a single source, 
or in situations where solicitations of bids would for any reason be impractical, 
unavailing or impossible.  Network Appliance has offered to provide the system 
and services to the City for $291,107, discounted from their list price of 
$535,907, which staff has determined to be exceptional pricing.  The existing 
network storage device system is Network Appliance equipment which was 
initially donated to the City in 2002.  Additional storage was added in 2007 
because the original system reached its capacity (RTC 07-133).  Given the 
City’s history and knowledge in utilizing Network Appliance’s proprietary 
equipment for these particular data storage needs, it would be impractical to 
obtain the equipment from another vendor through competitive bidding. 
 
With regard to the blade servers, bid specifications were prepared by 
Department of Information Technology and Purchasing staff.  Invitation for 
Bids No. F0810-22 was advertised on the City’s internet site and broadcast to 
potential suppliers through the Onvia DemandStar public procurement 
network. 
 
Sealed bids were received and publicly opened on October 29, 2008.  Two 
responsive bids were received. 
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Bidder Total Bid
INX, Inc. of Lewisville, TX $165,937 
Dell Marketing, L.P. of Round Rock, TX   $190,934 
 
Staff recommends accepting the bid from INX, Inc., the lowest responsive and 
responsible bidder. 
 
 
FISCAL IMPACT 
Project Cost: 
Network Appliance Storage                           $291,107 
Blade Servers      $165,937  
Server Contingency (15%)    $  24,891
Total cost                                                            $481,935 
 
Total cost of this transaction to the City will be $481,935 to furnish, install and 
support a network storage device system and server blades (includes sales tax 
and delivery) and a 15% contingency on the cost of the servers for 
implementation purposes.  Additional shipping charges may apply for the 
network storage component.  Funds are available in Information Technology 
Equipment Replacement Account No. 021600.  
 
Total Virtualization Project costs are estimated to be $588,935, which include 
the hardware components under consideration, plus VMware software, initial 
maintenance support, and project management costs estimated at 
approximately $107,000.   
 
There is no net fiscal impact to ongoing equipment replacement (for the servers 
and storage systems) or operating costs (for software and associated 
maintenance/support). 
 
Rebate and Annual Electricity Savings  
Under their “going green” program, PG&E estimates a rebate to the City in the 
amount of $8,672 for reducing power consumption by virtualizing sixty of its 
servers.  Additionally, PG&E estimates the City will also realize an annual 
savings of $22,000 in electricity costs.    
 
 
PUBLIC CONTACT 
Public contact was made by posting the Council agenda on the City's official-
notice bulletin board outside City Hall, in the Council Chambers lobby, in the 
Office of the City Clerk, at the Library, Senior Center, Community Center and 
Department of Public Safety; posting the agenda and report on the City's Web 
site; and making the report available at the Library and the Office of the City 
Clerk.  
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RECOMMENDATION
It is recommended that Council: 
 

1. Award a contract in substantially the same form as the attached draft in 
the amount of $291,107, to Network Appliance, Inc., to furnish and 
install a Network Appliance for storage expansion and disk space 
backup. 

 
2. Award a contract to INX Inc., in substantially the same form as the 

attached draft in the amount of $165,937, to furnish and install blade 
servers. 

 
3. Approval of a server implementation contingency in the amount of 

$24,891. 
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Reviewed by: 
 
 
 
Mary J. Bradley, Director of Finance 
Prepared by: Eddie Soliven, Manager, Information Technology Services 
Prepared by: Pete Gonda, Senior Management Analyst, Finance 
 
 
 
Reviewed by: 
 
 
 
Cuong Nguyen 
Director, Information Technology 
 
 
 
Approved by: 
 
 
 
Gary M. Luebbers 
City Manager 
 
 
Attachment
A. Draft Purchase Orders 
















