OPERATIONS COMMITTEE

JULY 17, 2002

SUBJECT:
CNG FUELING FACILITIES

ACTION:
AWARD CONTRACTS TO TRILLIUM USA, INC. AND THE HANOVER COMPANY TO CONSTRUCT AND MAINTAIN CNG FUELING FACILITIES AT DIVISIONS 3 AND 8

RECOMMENDATION

A. Approve a split award on a ten (10) year Public/Private Partnership, Contract No. OP33900641A, to Trillium USA, Inc. (Trillium) to design, build, finance and maintain a CNG fueling station at Division 3, in an amount not-to-exceed $12,336,320;

B. Approve a split award on a ten (10) year Public/Private Partnership, Contract No. OP33900641B, to The Hanover Company (Hanover) of Broken Arrow, OK, to design, build, finance and maintain a CNG fueling station at Division 8, in an amount not-to-exceed $14,262,044;

C. Authorize the Chief Executive Officer to execute a supplemental Municipal Lease Agreement in the amount of $7,092,271, the cost of which is included in the total contract amount in B. above, with GE Capital Public Finance, Inc. (GE Capital) of Minneapolis, MN, as the lending source for Hanover; and

D. Authorize the Chief Executive Officer to negotiate and execute change orders as required with Trillium and Hanover in an aggregate amount not to exceed $2,660,000.

RATIONALE

The MTA’s CNG fleet consists of 1,864 buses in operation.  The number of CNG buses assigned to Divisions 3 and 8 exceeds the design capacity of the CNG fueling facilities at these locations.  It is necessary to increase CNG fueling capacity at Divisions 3 and 8 to avoid added costs and operating inefficiencies associated with fueling CNG buses at distant facilities.  The expanded fueling capacity will also enable the MTA to assign more CNG buses to these divisions.
The Public/Private Partnership for design, construction and maintenance of CNG fueling facilities has been the most reliable, timely and cost-effective means of meeting the MTA’s CNG fueling capacity requirements.  This approach has been utilized successfully at six MTA bus divisions and has become a model for other transit operators throughout the country.  
The recommended agreements require the MTA to pay capital lease payments to the Partners, Trillium and Hanover, and their lenders, Banc One and GE Capital, respectively.  The use of the municipal lease 

provides MTA with substantial financial benefit and includes adequate safeguards and incentives for performance by the Partners which offset risk exposure.

FINANCIAL IMPACT

The project will be funded by a combination of capital and operating funds.  In the fiscal year 2003 budget, Federal Grant Funds of $265,000 and local match funds of $66,000 are included in the Capital  Plan under Project Number 200215, CNG Facility Upgrades, in Cost Center 3341, Facilities Maintenance.  Funds totaling $416,000 are included in the fiscal year 2003 budget for the operating costs of this contract, also in Cost Center 3341, Facilities Maintenance.  Since this is a multi-year contract, the Cost Center Manager and Deputy Chief Executive Officer will be responsible for budgeting the cost in future years.  Sufficient local funding is available.  The Federal Transportation Administration (FTA) has granted the MTA a waiver to award these contracts with terms in excess of five years.

ALTERNATIVES CONSIDERED

The CNG fueling facilities could be designed and constructed by the MTA, as the MTA’s first fueling facilities were.  This alternative is not recommended for the following reasons:

· Expedited completion and guaranteed cost:  The design/build/maintain form of services contract guarantees that there will be no cost overruns to the MTA.  In addition, by allowing the contractor to design and build to its specifications, subject to MTA performance specifications, six to twelve months can be reduced from the construction schedule.

· The contractor is held accountable for non-performance:  The lease provides for liquidated damages for every bus that cannot be fueled due to fuel station non-performance.

· Cost savings:  The award of these contracts was recommended after a lease/buy analysis that demonstrated that savings could be realized from the public/private partnership.

Another alternative is to continue the status quo at Divisions 3 and 8 and fuel buses at remote locations.  This alternative is not recommended because shuttling buses to locations other than their assigned divisions for fueling increases operating costs.

BACKGROUND
In May 1999, the Board of Directors approved a recommendation to award a Public/Private Partnership to Trillium USA to design, build and maintain CNG fueling stations at Divisions 5 and 7.  The contract included an option for one additional facility, which was exercised for Division 1 in March 2000.  Divisions 5 and 7 were completed in November and December 1999, respectively.  Division 1 construction was completed in April 2001.  Due to the success of the first Public/Private Partnership contract, the same method was employed to procure CNG fueling facilities at Divisions 2, 9 and 15.  The Board approved a Public/Private Partnership with Hanover for these CNG facilities in June 2001, and the stations were completed during the current fiscal year.

The CNG fueling facility at Division 8 was constructed in 1996 and lacks the technical advances that have since been developed in CNG fueling station design.  In addition, it was designed to fuel only 60 buses, which has been exceeded, leaving no backup capacity when a compressor is taken out of service for maintenance and repair, and precluding the assignment of additional CNG buses to the Division.  It is necessary to increase fueling capacity at this location to provide more reliable fueling capabilities for the CNG buses already assigned to the Division, and to accommodate an increase in the number of CNG buses assigned there.  Due to its age and design, this station will be completely replaced.

The station at Division 3, which was constructed in 1999, was the last MTA designed station.  Like Division 8, it was designed with  a  backup compressor  but it has been necessary to increase buses assigned to this location, leaving the Division with no backup when station maintenance and repair are required.  Since it is a newer design station, it will be expanded.  The expansion will include the addition of compressors, increased gas drying capacity, and an upgraded control system.  The MTA will retain ownership of the existing equipment, and will lease the new equipment and control system that the Partner will add.  The partner will be responsible for the maintenance of the entire system for the duration of the contract period.

The basic structure of this procurement requires that the selected Partners design and build all fueling facilities under a fixed capital lease that is fully amortized on a monthly basis over a ten-year period.  The Partners are then responsible for the operation of the fueling facility, including the use of ATU labor to perform daily maintenance.  This portion of cost is recovered by the Partners in the form of a fixed unit rate times the expected volume of CNG that is compressed over the same ten-year period.  The Partners do not recover any capital investments  until the fueling facility is operable and acceptance tested.

The capital portion of the agreement is financed with the use of a municipal lease which provides the MTA with additional savings when compared to a commercial lease.  This municipal lease requires that a supplemental Municipal Lease Agreement (MLA) be executed with Hanover’s lender, GE Capital.  Trillium intends to assign its MLA to its funding partner, Banc One Leasing Corporation (Banc One) of Columbus, OH, at the time of system acceptance at Division 3.

ATTACHMENT

A.  Procurement Summary

Prepared by:
Don Ott, Director of Facilities Maintenance


Robert Vasquez, Senior Contract Administrator
_________________________________

John B. Catoe, Jr.

Deputy Chief Executive Officer

Roger Snoble

Chief Executive Officer
BOARD REPORT ATTACHMENT A

PROCUREMENT SUMMARY 

CONSTRUCT AND MAINTAIN CNG FUELING FACILITIES- DIVISIONS 3 AND 8

	1. 
	Contract Number:  OP33900641A and OP33900641B

	2. 
	Recommended Vendors:  Trillium USA, Inc. and The Hanover Company

	3.
	Cost/Price Analysis Information:

	
	A. Total Proposed Price:

$26,598,364
	Recommended Price:

$26,598,364

	
	B. Details of Significant Variances:  See Attachment A-1 (D)

	4. 
	Contract Type:  Municipal Capital Lease with Option to Purchase, and Fixed Unit Rate with Variable Quantity

	5. 
	Procurement Dates: 

	
	A.  RFP Issued:  September 26, 2001

	
	B.  Advertised:  September 30, 2001

	
	C.  Pre-proposal Conference:  October 11, 2001

	
	D.  Proposals Due:  December 18, 2001

	
	E.  Pre-Qualification Completed:  February 11, 2002

	
	F.  Technical evaluations completed:  March 19, 2002

	
	G.  Best and Final Offers received:  May 22, 2002

	
	H.  Conflict of Interest Form Submitted to Ethics:  June 14, 2002

	6. 
	Small Business Participation:

	
	A.  Proposal Goal:

      6% DBE
	Date Small Business Evaluation Completed:

June 14, 2002

	
	B. Small Business Commitment:  Hanover Company .48%; Trillium USA 4.85%

	7. 
	Request for Proposal Data:

	
	Notifications Sent:

27
	RFPs Picked up:

13
	Proposals Received:

3

	8. 
	Evaluation Information:

	
	Proposer Name

Split Award (Trillium/Hanover)

ENRG (E)

Hanover (H)

Trillium (T)
	Div. 3 Price

$12,336,320 (T)

$13,834,213

$13,506,308

$12,336,320
	Div. 8 Price

$14,262,044 (H)

$16,109,720

$14,262,044

$15,262,357
	Total Price

$26,598,364 (T&H)

$29,943,933

$27,768,352

$27,598,677

	
	Evaluation Methodology:  Lowest Price/Technically Acceptable Proposal

	9. 
	Protest Information:

	
	A.  Protest Period End Date:  July 18, 2002

	
	B.  Protest Receipt Date:  TBD

	
	C.  Disposition of Protest Date:  TBD

	10. 
	Contract Administrator:

Robert Vasquez
	Telephone Number:

922-1044

	11. 
	Project Manager(s):

Don Ott

Rudy Rey
	Telephone Number: 

922-8864

922-4712


BOARD REPORT ATTACHMENT A-1

PROCUREMENT SUMMARY

CONSTRUCT AND MAINTAIN CNG FUELING FACILITIES

AT DIVISIONS 3 AND 8
A.
Background of Contractors
Trillium USA, Inc. (Trillium) specializes in the ownership and operation CNG fueling stations and is headquartered in Salt Lake City, Utah.  It has built 5 large CNG fueling stations for transit agencies in the last several years, 3 of those at the MTA and 1 each at NYCT and MTA Long Island Bus.  Trillium is also working on a CNG upgrade for NYCT.  Trillium’s performance under contract at the MTA has been excellent to date.

The Hanover Company (Hanover), located in Broken Arrow, Oklahoma, is the world’s largest compression supplier with global experience in build-own-transfer operations.  Founded in 1990, its current clients include a number of large public transit agencies, including the MTA.  Hanover’s performance at the MTA under a contract awarded in 2001 has been satisfactory to date.

B.
Procurement Background

Proposals were evaluated for technical qualifications, responsiveness and responsibility in accordance with the MTA Procurement Policies and Procedures.  All proposers were found to be technically qualified, responsive and responsible.

The Diversity and Economic Opportunity Department established a 6% DBE goal for this procurement; however, none of the proposers met the goal.  All proposers were requested to submit evidence of Good Faith Efforts (GFE). Trillium passed GFE and committed to a DBE goal of 4.85%%.  Hanover passed GFE and committed to a DBE goal of .48%.
C.
Evaluation of Proposals
Trillium and Hanover were found to be the lowest priced/technically acceptable, responsive and responsible proposers for Divisions 3 and 8, respectively.

D.
Price Analysis and Explanation of Variance

The recommended amount of $26,598,364 is the total of the stand-alone pricing offered by Trillium and Hanover for Divisions 3 and 8 respectively.  These prices have been determined to be fair and reasonable based upon adequate price competition and independent cost estimate (ICE).  Use of stand-alone pricing by division versus the overall price proposed by Trillium for both divisions will lower the total procurement cost by $1,000,313.

BOARD REPORT ATTACHMENT A-2

LIST OF SUBCONTRACTORS

CONSTRUCT AND MAINTAIN CNG FUELING FACILITIES

AT DIVISIONS 3 AND 8
PRIME CONTRACTOR:
Trillium USA, Inc.
Small Business Commitment




Other Subcontractors

Weaver Electric, Inc.


4.60%



Signature Transportation Inc.
Ultrasystems



  .25%
Total Commitment:


4.85%
PRIME CONTRACTOR:
The Hanover Company
Small Business Commitment




Other Subcontractors

Verduzco Electric


.48%



AESE










Caterpillar Engine
(Mustang Power)









Ariel Corporation









Xebec Dryer









Tulsa Gas Technologies

Total Commitment:


.48%
