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Request approval to purchase liquid natural gas (LNG) for transit services for fiscal year
2008/2009 through the existing intergovernmental cooperative purchasing agreement with
the City of Phoenix and the Regional Public Transportation Authority.

200808141s1g21 PURCHASES (1004-01)
Yes
{(Contract #RFA 09-003) Total cost of this contract shall not exceed $4,979,888 during the

initial contract period.

Lisa Goodman, CPPB, Procurement Officer, 480-350-8205
Greg Jordan, Transit Administrator, 480-858-2094

Michael Greene, CPM, Central Services Administrator, 480-350-8516
Carlos de Leon, Deputy Public Works Manager, 480-350-8527
Glenn Kephart, Public Works Manager, 480-350-8205

: Teresa Voss, Assistant City Attorney, 480-350-8814

The amount of this purchase exceeds the present fuel budget of $4,111,259 which was
established prior to recent increases in the price of LNG. Sufficient funds are available in
the transit fund. Application of a US Treasury Department-IRS alternative fuel credit will
provide offsetting revenue of up to $1,537,952 depending on the demand for LNG.

Approve the purchase of LNG for transit buses for fiscal year 2008/2009 through the
existing intergovernmental purchasing agreement with the City of Phoenix and RPTA
using the above referenced contract.

Since 2003, the City of Tempe and the Regional Public Transportation Authority (RPTA)
have partnered with the City of Phoenix, as the procuring party, for the supply of LNG
fuel for transit services. With Phoenix purchasing over 71 percent or roughly 10 million
gallons of the valley’s total demand of 14 million gallons, the price benefit for Tempe
associated with the cooperative purchasing agreement is significant.

This year, a delay in Phoenix’s Request for Proposal (RFP) process for a long-term
contract led it to issue an Invitation for Bid (IFB) for a shori-term, one vear interim
contract. Phoenix awarded the bid contract effective through June 30, 2009 to two LNG
suppHers. Pursuant to Phoenix’s award and the existing cooperative purchasing agreement
(as amended C2002-197a) Tempe and RPTA had the option to purchase fuel from one of
the two suppliers. Staff selected Clean Energy. Although Clean Energy’s unit price for
LNG ($1.619/gallon) is $.019 per gallon higher than the other supplier’s and translates
into a 1 percent higher total cost for Tempe, the reasons for staff’s selection follow:

s Phoenix’s IFB process provided only the price per gallon; staff had no information on
which to evaluate the selected suppliers including company qualifications and
historical performance criteria

* Absent an evaluation of contractor qualifications, the risk of supply disruption, among



other risks, was examined and analyzed. Interruption in fuel supply can lead fo costly
back-up fuel measures, interrupted bus service, and lost passenger fare revenue

» Clean Energy, however, has reliably supplied LNG to Tempe during the last five
years providing staff solid evidence of the firm’s performance

» Inlight of the risk of disrupted transit service, the price difference is very small
« Transit services for FY2008/2009 now includes light rail support

o Tempe increased fuel efficiency during FY 2007/2008 by 4% or approximately
$100,000. Staff are developing strategies with a goal to further increase efficiency by
an additional 5% during FY 2008/2009.

In order to provide uninterrupted fuel supply for the City’s transit fleet it was necessary to
evoke emergency procurement provisions for the initial 45 days of the proposed contract
period. The balance of the contract period for this year’s fuel requirements is being presented
for prior approval in accordance with established procedure.



Memorandum

TG Micheul Greene, CPM
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FROM: Glcmmu;:lwnmi’ubhc "k’wks M«um;,cx Coerloc - Angust 1, 2008
oo Pablis Works Depariment - Lo T L o

SUBJL(."I Emer gemy Procurement

As Director of the Ciiy 'E)qmmnea:! responsible for msolving a City crncrgcw‘y it was ncvcs&‘hg
to immediately take aetion to odtin veeded makerkalsfservioes s described below} 1o protec! the

City and the piblic. Due to the time of th emergency situation, the Clty Procurcaent Office was
not sceessible to assist in this procumenient natier.

Clean Energy
Namg of Supplice/Servics Provider

Description of emergency and regnired itera(s) that wese abtrined to wesslve the iucrgency
situation (atiached ndditfonal pages or a report of the eacgenty, i needed):

Purchase of Liguid Namrat Gas (LNG) for transit buses. See attached memo for additionat
infurmation.

Estimated valoe of purchiase: $4,979, 388

Refer to Requisition # , dated whizh hss been
fransmificd 1o the City Proc curement OHICC 10 docwuc.nt this criorpensy.

My depariment cantact for this purchase is Greg Jordanat Ext. 2084,

As related o this pur-..ila.se there are ne conflists of Dnterest, Jopad, vthicat or preference issues
whick would compromise my department of this neguisition.
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City Procurunent Ordinance 97.53, Sec. 26413 jdentifies the busis foran emgiganey 1
pracutement as fellows:

“4 using department dircetor or designee may make or anthorize odiers (0 NERS CMICTRERSY
procuremeis of matexigls, services, or consimction jlems when [hees exists a tveat oF sovore
impsioment fo the quality of public health, welfare, or satety, or if u sitnasion exists wiich makes
complinnce with cstablished proctrement processes impricticable, wanecessary o conirary fo (e
public imerest; provided that such emergency proturenenis shall be made with such competition
4s 18 practicable under (he circumstances. AR GIREIREICY procuressent shatl bo limited fo thoso
malenials, sorvices, or construction necessary 10 satisfy the cmogency need. A& writen
determination of the basis for the emergency and for thy felection of a particular contractot shali
be submitted fo the procutement office and included in the purchuse file, Any emergency
procuremenl exceediog the dollar limit for counsil approval siwll be scheduted for woviow &l e
next pvpilable conncld mesting” - 0 ool s b e Bt
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Memorandum

T
Public Works Deparument I Te m p e

June 27, 2008

Te:  Glenn Kephart — Public Warks Manager

Tary, Carlos de Leon — Deputy Public Works Manager
Fr Greg Jordan ~ Transil Administrator

Rs:  Liguid Natural Gas {(LNG) Procuremant

ACTION REQUIRED

City Council ratification {on August 14, 2008) of & forty-five {43) day emergency contract
{July 1-22, 2008) and separate authorization of a three-hundred and twenty (320} day
contract between the City of Tempe and liguid natural gas {LNG) supplier Clean Energy
(CE) for the supply of transit bus LNG fuel through June 30, 2006, Pending your

concurrence  with this recommendation, please sign the attached “Emergency
Procurement” form.

JUSTIFICATION

A delay in Phoenix’s in request for proposal (RFP) process for a new five (8) year
contract ied it to issue an invitation for bid {IFB) for a shori-term one {13 year contract.
Phoenix subseguently awarded one (1} year contracie to two LNG suppliers giving
Tempe and RPTA the option t¢ purchase fuel from one or the other, At $1.8618 per
gallon, the unit price for LNG supplied by Clean Energy is $.01¢ higher than the other
gontracter and transiates into a 1 percent higher iotal cost for Tempe. Becauss
Phoenix's IFB process did not provide an evaluation of contracior qualifications and

performance, Tempe staff recommend purchasing fugl from Clean Energy for the
Tollowing reasans:

« Absent an evaluation of contractor qualifications. the risk of supply discuption by a
rew contractor must be considered, Interruption in fuel supply can lead fo costly
back-ip fuel measuras, interrupted bus service, and lost passenger fare revents.

« (lean Energy has relably supplied LNG te Tempe during the last five years
providing staff solid evidence of the firm's performance.

« The price difference between the conlractors is small.

FISCAL IMPACT

Based on FY 2008/2009 planned transit services {including major event and light rail
supporf), city staff estimate a nesd io purchase 3,075,904 galions of LNG. At CE's unit
price of $1.619, the total cost will be up to $4,979,888. The contract cost exceeds the
prasent hudget of 54,111,258 which was devetoped prior 1o recent increasas in the price
of LNG. Sufficient funds are available in cost center 3911 and the application of a US



Treasury Department-IRS allernative fuel credit will provide offsetting revenue of up to
$1.537.852 depending on the extent LNG use.

ADDITIONAL INFORMATION & NEXT STEPS
Additiohal hackground infarmation on the Phoenix procurement and Tempe’s successful
efforts to improve fuel efficiency is provided under Aftachment A. | have asked the City

of Phoenix to provide the applicable solicitation along with CE's response to Tempe's
Procurement office.

The attached “Emergency Procurement’ requires your signature and will ba included in
the documentation prasented to the City Council. Please let me know what additional
information you might need in order to ensure compitance with ihe city staff approval
process leading up to the August 14, 2008 City Council meeting.

Please feel free to contact me with any guestions or concerns at extension 2084 or

greg jordan@iempe apy.

oo Lisa Goodman —~ Procurement Officer
Joe Clements — Transporiation Finance Specialist
Michael Greene — Central Services Administrator
RC MNoderer — Transportation Facifities Supervisor
Teresa Voss — Assistant Cily Attornay



ATTACHMENT A

BACKGRQGUND

Since 2003, the City of Tempe and the Reglonal Public Transporiation Authority (RPTA)
have partnered with the City of Phoenix for the supply of LNG iuel for valley transit
buses. With Phoenix purchasing aver 10 million gallens {71 percent) of the valiey's total
supply of 14 milion gallons, the price benefits for Tempe and RPTA that accompany this
parinership are significant,

PHOENIX REP PROCUREMENT (5 YEAR)

The City of Phoenix is the lead agency for this cooperative purchase and over the last
six months implemenied a competitive procurement for a new five (5) year contract
scheduled to take effect on July 1, 2008. Two LNG suppliers {Clean Energy and Applied
LNG Technologies, Inc.} submitted bids. Howsver, the City of Phoenix terminated the
procurement in June 2008 due to insufficient grounds to justify award to one firm over
the other. Phoenix plans to make refinements to its RFP and implement another
competitive procurement for a five {5) year contract that will take effect on July 1, 2009,

PHOENIX IFB PROCUREMENT (1 YEAR)

To ensure the continuation of supply during fiscal year 2008/2008, Phoenix staff issued
an invitation for bid (IFB) for a shori-tarm one {1) vear coniract. Phoenix subsequently
awarded ong (1) year contracts to the two LNG suppliers giving Tempe and RPTA the
option o purchase fuel from one or the other. At $1.619 per gallon, the unit price for
LNG supplied by Clean Energy is $.018 higher than the price submitted by ALT and
translates into a 1 percent higher total cost for Tempe. Because Phoenix’s IFB process
did not provide an evaluation of contractor qualifications and parfermance, Tempe staff
recommend purchasing fuel from Clean Energy for the following reasons:

« Clean Energy has refiably supplied LNG to Tempe during the last five vears
providing staff solid evidence of the firm's periormance.

» Absent an svaluation of contractor qualificaticns, the risk of supply disruption by a
new contractor must be considered. Interruption in fuel supply can lead to costly
back-up fual measures, interrupted bus service. and jost passenger fare revenue.

+ The price difference between the contractors is small.

TEMPE FUEL EFFICIENCY IWPROVEMENTS

In anticipaiion of rising energy costs, city staff have been working to increase LNG el
efficlency. Working in ccordination with Veolia Transportalion and NerihStar, Inc (LNG
stalion mantfacturer), cily staff have identified and implemenied strategies that have leg
1o a 4 percent increase in fuel efficiency during fiscal year 2007/2008. This improvement
translates to info estimated cost savings in excess of $100.000. City staff are working
toward an additional § percent improvement during fiscal year 2008/2008.



