CONSTRUCTION COMMITTEE

JULY 17, 2002
PROJECT:
VEHICLE ACQUISITION PROJECT

CONTRACT:
P2000, LOS ANGELES STANDARD LIGHT RAIL

VEHICLE, SIEMENS TRANSPORTATION SYSTEMS, INC.

ACTION:
CONTRACT MODIFICATION IN THE CREDIT AMOUNT OF $778,800

RECOMMENDATION 

Authorize the Chief Executive Officer to negotiate and execute Change Order No. 38 to Contract No. P2000, Los Angeles Standard Light Rail Vehicle, with Siemens Transportation Systems, Inc., covering MTA performance of various rework and maintenance overhaul tasks for the 52 light rail vehicles currently on order under the contract, in the credit amount of not less than $778,800, reducing the Total Contract Value from $214,559,333 to $213,780,533.

Within Construction Committee authority:  FORMCHECKBOX 
 Yes       FORMCHECKBOX 
  No       FORMCHECKBOX 
  N/A

BACKGROUND

Contract No. P2000 is a fixed price, federally funded procurement.  The scope of work consists of designing, manufacturing, inspecting, and delivering 52 Light Rail Vehicles.

On July 28, 1993, Contract No. P2000, Los Angeles Standard Light Rail Vehicle, was awarded to Siemen Duewag Corporation, now Siemens Transportation Systems, Inc., in the amount of $215,370,314.  The notice to proceed was issued on February 25, 1994, with a completion date of October 31, 1998.

Many of the 52 Light Rail Vehicles under the P2000 contract require repainting and various rework and maintenance tasks to comply with the technical specifications.  Siemens, who is responsible for performing the work, has submitted a credit proposal to the MTA offering to reimburse the MTA for performing the work.  Operations staff has proposed acceptance of Siemens’ proposal.

Of the 52 vehicles on order, 33 have been delivered and accepted.  However, their acceptance is only conditional.  Final acceptance of the vehicles will occur after Siemens reworks and repaints blistered areas around the windows and replaces defective windows in some of the vehicles.  Most vehicles also have other open discrepancies requiring rework

Earlier this year, Siemens submitted their plan for completing the required repainting.  Their schedule showed it would take them about 5-6 months to complete the work.  The plan also involved many logistical problems to the MTA for getting the work done in a timely fashion.

The vehicles requiring repainting are in revenue service.  They would have to be taken out of service and made available to Siemens at Siemens’ request for up to 2-3 weeks each for the repainting.  In addition, the MTA would have to provide to Siemens the following:

· Usage of the Paint Removal building and associated building equipment (previously utilized by the Nippon Shariyo Company) located at the Blue Line Yard.

· Usage of the Paint Building Facility located at the Blue Line Yard.

· Operator support for relocating the vehicles between the MGL and the MBL yards.

· Storage facilities for material to be located at the Blue Line Yard.

· Possible additional storage facilities for material to be located at the Green Line Yard.

· Usage of the Wash Rack located at the Green Line Yard.

As shown, the effort requested to be provided by the MTA would be considerable.  However, the MTA is under no contractual obligation to permit Siemens to use our facilities to do the repainting.  Therefore, the MTA could refuse to allow their use, which would force Siemens to remove the vehicles from MTA facilities and repaint them somewhere offsite.  This would only increase the time the vehicles were removed from revenue service.

Realizing the difficulties the MTA might experience in accommodating the repainting, Siemens submitted an alternate plan in the form of a credit proposal if MTA performed the work.  The proposal covered the repainting as well as other tasks and offered the MTA a contract reduction of $778,800.  In addition, it indicated Siemens would honor contract warranty provisions for all MTA repaired/reworked items.  The proposal covered the following items:



Task



Qty. of Vehicles

Proposed Reduction
1. Repaint/window rework


24



$129,600

2. Brake overhaul



52



$  46,800

3. Brake overhaul (Siemens


52



$570,000


purchase order to Wabco to be assigned to MTA)

4. Miscellaneous rework (open items)
36



$  32,400




Total proposed reduction



$778,800

The obvious advantages to the MTA for accepting Siemens proposal are that the work could be done at the MTA’s convenience and be totally under MTA control.  There would be no potential claim or liability to Siemens for not performing at Siemens’ request and schedule.  Operations staff is also concerned that extensive support to Siemens would dilute their ability to prepare for, and provide support for, the Pasadena Gold Line opening next year.  In addition, regarding the brake overhaul, the MTA would gain experience and familiarization with the equipment for future scheduled and unscheduled maintenance of these components, essentially at Siemens cost.  In accordance with contract provisions, acceptance of the proposal will release some of the money held in retention escrow, however over $4 million will remain.

Siemens’ credit proposal is not required by the contract, but is a business decision on Siemens part to provide closure of these items at a reasonable cost while allowing the MTA to maintain full control of the vehicles.  Rail Maintenance staff has reviewed the amount of credit offered and determined MTA Maintenance can perform the work within the credit amount.  Staff has also reviewed the proposal and feels it would be beneficial to the MTA.

A formal cost evaluation will be performed, however, costs are only a part of the consideration for acceptance of the proposal.  A management decision to accept the proposal will be based on costs and other factors as outlined above.  Negotiations are expected to be completed by July 24, 2002.

FINANCIAL IMPACT
There is no impact to Project No. 800150, Los Angeles Rail Car Project Budget for this reduction in contract value.  The costs will be transferred to the Operations Department to enable them to fund their activities, but will still be charged to the 800150 Project.

Potential for Cost Recovery:  FORMCHECKBOX 
 Yes       FORMCHECKBOX 
  No       FORMCHECKBOX 
  N/A

ALTERNATIVES CONSIDERED

The MTA Board may reject this change and require Siemens to complete the rework activities either on-site or off-site.  Staff does not recommend this alternative.

ATTACHMENTS

Attachment A:

Procurement Summary

Attachment A-1:

Procurement History

Attachment A-2:

List of Subcontractors

Attachment B:

Contract Value Status Summary

Prepared By:
Nick Brown, Director Systems Engineering




Tom Butler, Contract Administrator

________________________________

Dennis S. Mori

Interim Executive Officer

Construction Project Management
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Roger Snoble

Chief Executive Officer
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