
COUNCIL AGENDA: 6-19-07 
ITEM: & ,2 

Mernovandurn 
J 

CAPITAL Of: SILICON VALLEY 

TO: HONORABLE MAYOR AND FROM: Scott P. Johnson 
CITY COUNCIL 

SUBJECT: SEE BELOW DATE: May 29,2007 

SUBJECT: REPORT ON REQUEST FOR PROPOSAL (RFP) FOR LEASE AND 
MAINTENANCE OF COMPRESSED NATURAL GAS (CNG) SHUTTLE 
BUSES FOR NORMAN Y. MINETA SAN JOSE INTERNATIONAL 
AIRPORT 

RECOMMENDATION 

1. Reject the only proposal for lease and maintenance of compressed natural gas (CNG) 
shuttle buses for the Norman Y. Mineta San Jose International Airport. 

2. Adoption of a resolution authorizing the Director of Finance to: 

a. Negotiate and execute an agreement with Penske Truck Leasing Co., L.P. for a 
seven year lease and maintenance of fourteen CNG buses with a not to exceed 
compensation of $1,900,000 for the first year of the contract and subject to annual 
Consumer Price Index adjustments and appropriation of funds. 

b. Amend the agreement to add additional CNG buses as required for successful 
operation of the airport subject to appropriation of funds. 

OUTCOME 

The Airport will be able to provide cost effective and quality on-site shuttle bus services to the 
traveling public. 

BACKGROUND 

On October 5, 1999, the City Council approved an Agreement for a seven-year term for the lease 
and maintenance of a new fleet of twenty (20) clean diesel fueled shuttle buses (2000 Model) 
with Penske Truck Leasing Company (Penske). The term of the lease was from April 1,2000 to 
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March 3 1,2007. These buses provide service between the rental car facilities and the Airport 
Terminals. The Agreement was amended several times and is now set to expire on March 3 1, 
2008. 

On June 19,2001, the City Council also approved an Agreement for a seven-year term for the 
lease and maintenance of a new fleet of twenty (20) compressed natural gas (CNG) shuttle buses. 
The term of this lease is from March 1,2003 to February 28,201 0. These buses provide shuttle 
service between terminals, long term parking and employee parking facilities. This bus fleet will 
be returned to Penske at the end of the lease. At that time, the Airport will evaluate the busing 
needs and determine the replacement of the fleet including increasing the fleet size covered by 
the recommended agreement to accommodate future needs. 

On June 28,2005, the City Council authorized the City Manager to apply to the Bay Area Air 
Quality Management District (BAAQMD) for a grant of up to $1,500,000 to be used to defray 
the incremental costs of new buses and other grant conditions for leasing CNG shuttle buses at 
the Airport. The Airport has received approval for the BAAQMD grant to reimburse the Airport 
up to $50,000 per bus to defray the additional cost of CNG Buses versus clean diesel buses. 
However, in order to receive these grant funds, buses must be delivered by Fall 2008. 

In anticipation of the retirement of the 2000 model buses, the Airport requested that a Request 
for Proposal (RFP) be issued to provide and maintain a fleet of fourteen (1 4) CNG powered 
shuttle buses. 

ANALYSIS 

A notice inviting proposals for the lease of CNG buses was published on December 15,2006. In 
addition, RFP packages were e-mailed to seven (7) vendors. A mandatory pre-proposal 
conference was held on Janu~ry 9,2007, to answer questions from prospective vendors regarding 
the shuttle bus specifications. Only one (1) vendor attended the conference. To allow for 
increased participation in the RFP process, a second non-mandatory proposal conference was 
held on January 23,2007. Again, prospective vendors were notified and no new vendor attended 
the conference. The proposal opening was held on February 9,2007, Penske Truck Leasing Co., 
L.P. submitted the only proposal. 

Since only one proposal was received, staff contacted the other six (6) vendors which received a 
direct email notification about the proposal opportunity and were contacted to attend the second 
pre-proposal conference. Five (5) vendors stated that they were unable to provide the complete 
service including buses and maintenance of the buses. Penske Truck Leasing Co. was the only 
vendor that was able to provide the buses and the maintenance of the buses. One vendor did not 
respond to stafl's inquiry. 

The proposal received from Penske Truck Leasing Co., L.P. was reviewed for compliance with 
the requirements of the RFP. Penske included a deviation from the specifications listed in the 
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RFP. The RFP specified seating capacities of 40 passengers in each bus, where staff intended to 
specify a minimum passenger capacity of 40 passengers. Penske's proposal reflected standard 
seating capacity of 29 passengers while meeting the minimum passenger capacity of 40 
passengers. In addition, Penske did not submit the required $50,000 Proposal Bond. Therefore, 
the proposal was deemed non-responsive. 

As the present vendor, Penske has provided for the maintenance of the Airport's shuttle bus fleet 
for over thirteen (1 3) years responding effectively to the Airport's needs and working 
cooperatively with staff to resolve issues in a timely manner. The City cannot accept the 
proposal submitted by Penske because of the failure to meet the required specification of a 40 
seat bus and their failure to submit the required Proposal Bond. However, given the extensive 
outreach to attract potential proposers, including a second pre-proposal conference, which did 
not result in additional interest in this contract, issuance of another RFP would not be in the 
City's best interest. Based on Penske's apparent ability to meet the needs of the Airport, on the 
inability of other vendors to provide the service, and that no other vendor has responded to the 
RFP, staff is recommending rejection of the submitted proposal and authority to negotiate a 
seven-year lease and maintenance Agreement with Penske, the only firm that is apparently able 
to provide the services needed by the City. 

The City intends to negotiate for lease and maintenance of 14 CNG powered buses configured 
with 29 seats. The expected delivery date of the buses is spring 2008, if the order is placed 
before August 1,2007. Placing the order after August 1 will increase the production time for 
these buses into fall 2008, due to existing orders already accepted by the manufacturer. 

These buses will be used to transport rental car customers between the rental car facilities and the 
Airport Terminals. Upon delivery of these buses, the current 2000 model bus fleet will be 
returned to Penske, as the Agreement expires on March 3 1,2008. Penske agreed to the pricing 
for the forthcoming agreement to be equivalent to the submitted cost proposal in response to the 
RFP, which include the f~llowing monthly costs per bus: a fixed lease cost of $6,721.70, a fixed 
maintenance cost of $1,104.13, and a variable maintenance cost of $5.87 per service engine hour. 
These costs cover the lease and all preventative maintenance and repair services required to keep 
the buses operational. 

Living and Prevailing Wage 
This Agreement requires compliance with the City's Living Wage Policy. Penske and its 
subcontractors will be required to comply with the wage requirements as well as submit all 
required documents and reports throughout the life of the contract. 

Environmentally Preferable Procurement Policy 
In March 2007, the Council revised the previously approved Environmentally Preferable 
Procurement Policy (EP~)  which guides the City to purchase non-emergency fleet vehicles that 
provide the best available net reduction in vehicle fleet emissions, including but not limited to 
the purchase of alternative fueled and hybrid vehicles. The procurement and use of CNG buses 
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complies with the Council direction and supports the efforts to reduce emissions and dependency 
on fossil fuels and brings the City closer to the goal of "greening" the City's vehicle fleet. The 
Airport's CNG fueling station will be used to supply fuel for the buses. 

POLICY ALTERNATIVES 

Alternative: To reject the only proposal, issue another RFP, and work with the current 
provider to extend the current agreement. 

Pros: Additional providers for the buses and required maintenance and support may be 
identified. 

Cons: The Airport has received approval for a Bay Area Air Quality Management 
District (BAAQMD) grant reimbursement defraying the higher cost of CNG 
buses versus Diesel powered buses. Buses must be delivered and invoiced and 
invoices paid by November 2008 to be eligible for grant funding. Delay in 
delivering the new buses will result in the loss of grant funding. There is not 
sufficient time to issue another RFP and for potential vendors to meet the delivery 
timeline for spring 2008, the expiration of the current Penske agreement. 

Renson for not recommending: 

As stated in the Analysis section, the first mandatory pre-proposal conference was 
only attended by Penske, the current provider. To reach out to other potential 
providers, Finance issued an addendum allowing for another mandatory pre- 
proposal conference and contacted potential providers. Despite the additional 
outreach, the City was not able to attract firms who would be willing or able to 
provide this service for the reasons outlined above. Additionally, issuing another 
RFP will require at a minimum four months to issue, receive proposals, evaluate 
the proposals and seek approval for contract award from Council. The additional 
time required will delay the ordering and receipt of the new buses and therefore 
jeopardize the City's possibility to receive grant funds to offset the additional cost 
of CNG buses. 

PUBLIC OUTREACH/INTEREST 

4 Criteria 1: Requires Council action on the use of public funds equal to $1 million or 
greater. (Required: Website Posting) 
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0 Criteria 2: Adoption of a new or revised policy that may have implications for public 
health, safety, quality of life, or financialleconomic vitality of the City. (Required: E- 
mail and Website Posting) 

0 Criteria 3: Consideration of proposed changes to service delivery, programs, staffing that 
may have impacts to community services and have been identified by staff, Council or a 
Community group that requires special outreach. (Required: E-mail, Website Posting, 
Community Meetings, Notice in appropriate newspapers) 

This memorandum meets Criteria 1 and will be posted on the City's Website for the June 19, 
2007 Council Agenda. Additionally, the RFP was advertised on Demandstar and the CSJ 
Bidline and mailed directly to seven potential proposers. 

COORDINATION 

This memorandum has been coordinated the Norman Y. Mineta San JosC International Airport, 
the City Attorney's Office, and the City Manager's Budget Office. 

FISCALJPOLICY ALIGNMENT 

This Council item is consistent with Council approved Budget Strategy Memo, General Principle 
#2, "We must focus on protecting our vital core city services". 

COST SUMMARYIIMPLICATIONS 

Not applicable. 

BUDGET REFERENCE 

Fund 
# 

5 1 9 

Appn 
# 

0802 

AppnName 

NPIEquip- Airport 

Total 
A P P ~ .  

$4,776,073 

Amt. For 
Contract 

Not to 
Exceed 
$1.9M 

2006-2007 
Adopted 
Capital 

Budget Page 

XI- 1 

Last Budget 
Action Date 
0rd.No. 

1011 712006 
Ord. No. 
27973 
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CEOA 

Resolutions No. 67380 and 71451, PP 07-059. 

/ Director, Fi 

For questions, please contact Walter C. Rossmann, Chief Purchasing Officer, at (408) 535-705 1. 




