FOR BOARD ACTION

Agenda ltem # 7.b. Meeting Date: 11/25/08

SUBJECT: Emission Reduction Project
Mechanical Construction II Contract — Change Order 001

PREPARED BY: Wally Schlink
Director of Power Resources

ITEM DESCRIPTION:

The RPU Board approved the contract identified as Mechanical Construction II with Moorhead Machinery
& Boiler Company for the installation of the NOx reduction equipment, ductwork and piping installation,
boiler structural upgrades and burner modifications related to the SLP Emission Reduction Project. The
firm lump sum price of the contract was $3,402,011. The contract was written as a series of 18 different

activities or items, each one with a specific scope and price, which when totaled make up the scope and
lump sum value of the contract.

This work is at about 50% complete and staff is in the process of bringing the various Request For
Information ( RFI) and Engineering Change Orders (ECO) to completion which currently add up to
approximately $196,269.

Staff would like the authorization to shift funds from one activity or item to another within the contract
which would be a change in scope but without any increase in the contract value. Specifically staff would
propose shifting $134,702 from Item 011 Start Up to Item 016 Contingency to cover the various work that
has been identified through the RFI and ECO process.

Attached is a recommendation from the project engineers as well as a matrix identifying the various
changes and costs.

FOR CAPITAL PURCHASES/BIDS/MAJOR PROJECTS:

Request is for a contract change of scope but there are no additional funds being requested.

UTILITY BOARD ACTION REQUESTED:

Staff requests Board approval of Change Order 001 to the Mechanical Construction II contract which is a

change of scope shifting funds totaling $134,702 from Item 011 in the contract to Item 016. The value of
the contract will remain at the previously approved amount of $3,402,011.
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Zachry Engineering Corporation
November 18, 2008

Mr. Walter Schlink

Director of Power Production
Rochester Public Utilities
4000 East River Road NE
Rochester, MN 55906-2813

Subject: Change Request Mechanical IT Contract
Silver Lake Plant Unit 4, Emissions Reduction Project

Dear Mr. Schlink:

This letter is to request a change to the Mechanical II Contract. As shown on Exhibit A, the
total contract amount is $3,402,011. Also on Exhibit A, the Contract is broken down into 18
various numbered categories which add up to the total mentioned above.

We request approval to shift funds between two (2) of the categories:

Item# Description Current Amount New Amount

011 Start-up and Testing Support $144,702 . $10,000

016 Contingency Amount $175,000 $309,702
Total Above $319,702 $319,702

The reason for this request is as follows:

The project has tracked Requests for Information and Engineering Change Notices in

an organized fashion throughout the work, and has a detailed listing of the related costs
as shown in the attached cost matrix.

Our best estimates of these justified changes, which go to the ‘Contingency’ line item,
currently add up to $196,269. This construction work is about 50% completed as of
mid-November, and we do not anticipate significant added costs beyond what is shown.

At the same time, we anticipate minimal costs going to the Startup and Testing line

item. Very little support has been required from the Mechanical Contractors during
loop checks and turnover.




TS

Zachry Engineering Corporation
Title
Page 2 of 2
The ability to shift funds as needed would provide added contingencies in the event
they are needed. We recommend allowing the project to shift funds as needed for

added flexibility noting that the request does not increase the contract cost but only a
change in scope of work.

Sincerely,

faqz\/ A’V\JQ\’&W\

Roger B. Anderson, P.E., PMP
Project Manager

Attachment
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RESOLUTION

BE IT RESOLVED by the Public Utility Board of the City of Rochester, Minnesota, to approve
Change Order 001 to the Mechanical Construction II contract with Moorhead Machinery & Boiler
Company for the Silver Lake Plant Unit 4 Emissions Reduction Project which is a change of scope
shifting funds totaling $134,702 from Item 011 in the contract to Item 016. The value of the
contract will remain at the previously approved amount of $3,402,011.

Passed by the Public Utility Board of the City of Rochester, Minnesota, this 25™ day of November,
2008.

President

Secretary





