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Council Meeting: July 17, 2012

SUBJECT: Approval to Increase Contract Contingency in Conjunction
with the Caterpillar Engines Overhaul (F1106-71)

BACKGROUND

Approval is requested to increase a contract contingency with Peterson Power
Systems of San Leandro by $35,851 in conjunction with the overhaul of the
Power Generation Facility Caterpillar Engines #1 and #2, at the Sunnyvale
Water Pollution Control Plant (WPCP).

DISCUSSION

Council awarded a contract to Peterson Power Systems on April 24, 2012 in the
amount of $289,926, with a contingency of $28,993, to perform a major
overhaul of these engines (RTC No. 12-101}. The contract award required a
Budget Modification in order to move a portion of budgeted replacement funds
from FY 2012/13 to FY 2011/12 so that the work could proceed as soon as
possible.

During the overhaul of Engine #1, it was discovered that the level of
degradation and wear on parts and ancillary equipment was much greater than
anticipated, requiring more than the initial quoted contract amount. Similar
deterioration is expected on Engine #2. The balance of the initial contract
amount and original Council-approved contingency will be insufficient to cover
the rémaining work.,

In addition to the wear and tear on the engines, a portion of the rehabilitation
work to the front and rear structure of Engine #2 was inadvertently left out of
the scope of the original contract and needs to be completed as part of the
overhaul. The requested contingency of $35,851 should be sufficient to cover
the additional work scope and the expected equipment wear.

The level of degradation is likely due to the corrosive quality of the landfill and
digester gas used in these engines. The WPCP utilizes digester and landfill
gases because they are free by-products of waste processing and are
instrumental in saving nearly two-thirds of the ongoing energy expenses at the
Plant (the remaining one-third energy expense is the purchase of natural gas}.

FISCAL IMPACT
The total estimated cost to the City is $354,770. This consists of the original
contract amount of $289,926, plus $64,844 for contingencies. Budgeted funds
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are available in the Wastewater Equipment Replacement Account (020201),
with approximately $165,000 remaining for additional replacement items in FY
2012/13. This funding will be sufficient to address the highest priority
equipment, which in this case is replacement of the dual media filters, part of
the tertiary treatment process. Other components that require replacement are
less critical and can be deferred to the following year for replacement. As staff
reviews and makes adjustments to equipment replacement schedules annually,
the deferral of replacement will be accounted for so that there is no impact on

wastewater rates.

PUBLIC CONTACT

Public contact was made by posting the Council agenda on the City's official-
notice bulletin board outside City Hall, at the Sunnyvale Senior
Center, Community Center and Department of Public Safety; and by making
the agenda and report available at the Sunnyvale Public Library, the Office of
the City Clerk and on the City's Web site.

RECOMMENDATION
It is recommended that Council increase the contingency awarded on this

project from $28,993 to $64,844 an increase of $35,851.

Grace K. Leung, Director of Finance
Prepared by: Pete Gonda, Purchasing Officer

Reviewed by:

Reviewed by:

Ve f Bovee

£ov, John Stufflebean, Director
Environmental Services Department

City Manager
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sy % City of Sunnyvalgsyf
California

ATTACHMENT A

Draft Purchase Order NO

PO003968

ORDERED FROM
16676 - 001
(510) 895-8400

Peterson Power Systems Inc
2828 Teagarden St

San Leandro CA 94577

ORDER DATE
07/06/2012

BILL TO:
City of Sunnyvale

DELIVERY DATE
07/31/2012

Finance Department
Accounts Payable
PO Box 3707

PAYMENT TERMS
N/10

BID NO/RFQ NO

Sunnyvale, CA 94088-3707

DELWER TO
ESD/MWPCP - Maintenance
1444 Borregas Ave

Sunnyvale CA 94089
Phone: (408) 730-7713

FOB POINT FREIGHT CHARGES

DEST ADD Destination, freight prepaid and added
REQ. NO REQUISITIONER;

RQ009344 GRUIZ

CHARGE/OBJ CODE(S):

contingency from $28,893.00 to $64,844.00,
an increase of $35,851.00

Awarded by Council 7/17/2012

RTC #

Purchase Requisition #RQ009861

020201 5100 $3564,770.00
ITEM DESCRIPTION QTY |UNIT UNIT COST TOTAL

1 |Perform major overhaul for PGF Engines #1 and #2 and 1289926.00|DLR $1.0000 $289,826.00
upgrade to new voltage regulator per quotes #1215758
and #1214234, which are attached and incorporated
herein by this reference.
Award by City Council 4/3/2012, RTC 12-101.

2 {Change order to increase Council approved 64844.00|DLR $1.0000 $64,844.00

Amount does not reflect applicable taxes.

TOTAL

$354,770.00

Document Terms:

Invoices must be sent directly to Accounts Payable at the address above and must reference the purchase order
number. Failure to comply will result in a delay in payment processing.
This purchase order is subject to the City of Sunnyvale Standard Terms and Conditions for Facility Maintenance and
Repair, dated 10/8/2010, a copy of which is attached and incorporated by reference (Form #TCPO-MR).

Continued on Next Page
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s e City of Sunnyvale
California Draft Purchase Order NO PO003968

BUYER:

Howard, Dreama

PHONE (408) 730-7396 FAX (408)730-7710

End of Purchase Order Page 2 of 2



