Council Meeting
July 13, 2010

Honorable Mayor and Members
of the Torrance City Council

City Hall

Torrance, California

Members of the Council:
SUBJECT: City Manager and General Services- Approve a plan for energy conservation
projects, withdraw authorization for a sole source contract with Johnson Controls,

Inc. and appropriate $1,462,300 in EECBG grant funds.

Expenditure: $ 1,462,300

RECOMMENDATION

Recommendation of the City Manager and General Services Department that council:

1) Approve a consolidated plan for energy conservation projects.

2) Withdraw authorization for a sole source contract with Johnson Controls, Inc.

3) Appropriate $1,462,300 in EECBG grant funding for the energy conservation projects.

Funding Funding is available from the Energy Efficiency and Conservation Block Grant

BACKGROUND

In July 2009 the City of Torrance applied and was provided formula grants under the American
Recovery and Reinvestment Act of 2009 (ARRA), Public Law 111-5, Energy Efficiency and
Conservation Block Grant (EECBG) Program. The City was awarded $1,462,300 in energy
grants under this Federally funded program. Projects identified for funding under this program
are listed in Attachment A.

During the process to receive EECBG funds, the City contracted with Johnson Controls Inc.
(JCI) to review projects which could be submitted under the Federal EECBG program and assist
City staff to complete necessary documents required to obtain the grant funding. Included in the
contract was the completion of a preliminary audit by JCI to determine the feasibility of an
Energy Services Contract for completion of a consolidate plan of energy savings projects. In
October 2009, Council approved an application for a California Energy Commission (CEC) 1%
loan. In November 2009, after holding a public hearing on the matter, Council authorized, but
did not award, a sole source contract to accomplish an Energy Services Contract with JCI for
accomplishment of an Energy Services Contract. The projects included in this proposed
contract could be funded by a combination of Federal (EECBG), State (CEC) and other sources.
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Sole source contracting for energy programs is authorized under California Government Code
Section 4217.12. which authorizes public agencies to enter into Energy Service Contracts IF its
governing body determines it is in the best interests of the public agency given that the energy
savings over a reasonable period of time generated by the project will be equal to or
greater than the project costs. The award of a follow on contract was to be subject to the
following conditions:

1. Completion of a detailed analysis of energy savings projects under consideration.

2. Completion and acceptance of a measurement and verification plan for all projects.

3. Council approval of terms and conditions for the contract with JCI for energy savings
projects.

Council in approving the sole source authorization expressed concerns that the identified
projects would be competitively priced.

ANALYSIS

Johnson Controls Inc. (JCI) during their initial audit of tentative projects provided estimates for
project costs and energy savings (Attachment B). These estimates were provided during
Council’s consideration of the Sole Source contract in October 2009. In January 2010 after
completion of a more detailed audit, project costs rose significantly. During various iterations of
the JCI submitted projects, staff also made recommendations for adjustments that resulted in
fully usable and complete projects. Project costs during this iterative process were adjusted for
all projects being considered for the various possible funding sources; Federal (EECBG), State
(CEC) and City funding.

JCI provided a project cost update In March 2010 which raised concerns with City staff due to
what appeared to be changes from the original project intentions. City staff met with JCI staff
and discussed various elements within their proposal that did not meet previously agreed
requirements. These discussions included the number of subcontractor proposals received,
solicitation of quotes from local contractors and overhead costs not included with cost
estimates. City staff also became concerned at this time with the competitiveness of the JCIi
proposal, and after consultation with City Manager and Finance Director, staff obtained
additional independent local contractor budget quotes. In April 2010, JCI was then asked to
review their proposal and provided a final update. Comparing City estimated costs (Attachment
C) and JCI April 2010 proposal (Attachment D) revealed the following:

+ JCl estimates exceed City estimates by over $400,000 for the Federally (EECBG)
funded projects.

e JCl estimates exceed EECBG funding by over $200,000.

e JCI costs for a group of projects considered for State (CEC) funding exceeded City
estimates by $700,000.

e Costs exceed Savings for combined Federal (EECBG) and proposed State (CEC)
funded projects over the 13 year contract term

Based on the fact that the energy savings in the April 2010 cost proposal do not exceed the
costs for Federal (EECBG) and State (CEC) projects, as required for entering a sole source
contract by the California Government Code the City would be prohibited from using sole source
methodology in completing these projects. The original project lists would need to be culled
significantly to meet the State Code’s savings/cost requirements. It is also noted that the



projects meeting these cost/savings requirements also require minimal design effort therefore
eliminating the need for an outside agency to develop or manage the work.

In an effort to provide JCI every opportunity to meet cost/savings requirements and be
competitive with open bid methodology, JC! was provided an additional chance to submit their
best offer for a selected group of projects. JCI provided their latest cost proposal, on June 6,
shown in Attachment E compared with previous City estimate. Comparing the latest proposal it
showed a $625,000 cost difference remaining.

During this process, given the cost differences existing between City and JCI estimates, staff
met with the City Manager and Finance Director to consider the use of City funds to realize the
available savings. One of the benefits for the use of internal funds is that all cost savings are
immediately available for the City budget. If loans are used to finance work, the savings
generated would be used to pay back loans and finance charges for 12-14 years. ltis also
possible that additional savings may be realized in actual project costs when competitive
bidding practices are used.

$2.9 million was made available from one time sources in the 2011 budget to fund energy
savings projects shown in Attachment E. Annual energy savings are estimated at $350,000
from these projects. The use of City funds will allow these annual savings to be immediately
available in the City budget instead of use for payback of loans for the next 12-14 years.

Staff recommends completion of the following consolidated energy savings program.

EECBG Projects

City Services - HVAC Upgrade & Controls
City Hall Parking Lot LED Lighting Project
Street Security Lighting Replacements

City Funded Projects

Building and Park Lighting Upgrades & Controls

Cable Building HVAC Upgrade

Irrigation Controls Upgrade

Renewable Energy - Pool Solar Water Heating

Low Flow Plumbing Fixtures

lluminated Street Sign Replacements with Reflective Signs
East Annex Chiller Replacement

One for One HVAC Replacements

Program estimated costs, savings and timelines for accomplishment are detailed in Attachment
F.

The significant differences in project costs between standard open bid and sole source
contracting methods result in staff's recommendation that Federally funded (EECBG) and other
Energy Savings projects be completed using standard open bidding procedures. Savings
achieved in the 3 Federally funded (EECBG) projects through the use of competitive bidding
can be used to further reduce costs in the other listed energy savings projects, i.e., lighting
retrofits, etc.



The City is now at a point where it should proceed with design of grant funded projects to meet
the 36 month EECBG deadline of August 2012. In authorizing City staff to accomplish the
Federally funded (EECBG) and other Energy Savings Projects using standard open bidding
procedures, the City will save an estimated $1 million in project execution costs and return
energy savings of approximately $350,000 annually to the general fund.

Staff recommends Council 1) Approve a consolidated plan for energy conservation projects.
2) Withdraw authorization for a sole source contract with Johnson Controls, Inc.
3) Appropriate $1,462,300 in EECBG grant funding for the energy conservation projects.

Respectfully submitted,

SHERYL BALLEW
General Services Director

. 1 <

Facility Services Manager

CONCUR:

Mbharn il Bal Do

Sheryl Ballew

General Ge(gices Director

LeF oy ‘j Jéc /
City Manager- -

Attachments:

A — EECGB grant, June 2009

B — Other Energy Savings Projects, October 2009

C - City of Torrance estimates

D - JCI proposal, April 2010

E — JCI proposal compared with City of Torrance estimates, June 2010
F — Proposed Energy Savings Program
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Attachment B
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Attachment C
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