
City of Grand Island
Tuesday, June 25, 2013

Council Session

Item G-9

#2013-192 - Approving the Sale of No. 6 Fuel Oil at Burdick 
Station

Staff Contact: Tim Luchsinger, Stacy Nonhof
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Council Agenda Memo 

From: Timothy G. Luchsinger, Utilities Director
Stacy Nonhof, Asst. City Attorney

Meeting: June 25, 2013

Subject: Sale of Residual (No. 6) Fuel Oil

Item #’s: G-9

Presenter(s): Timothy G. Luchsinger, Utilities Director

Background 

The City electric generating facilities are the Platte Generating Station and the Burdick 
Station. Platte is a coal-fueled steam turbine generator rated at 100 megawatts. It is the 
City’s base-loaded generating facility, operating over 8,000 hours per year. The 
generating capacity at the Burdick Station consists of three steam turbine generators (92 
megawatts total) and three combustion turbine generators (81 megawatts total). These 
units use natural gas as their primary fuel, and because of their fuel cost being higher than 
coal, they are used as peaking units during high load demand periods, about 400 to 500 
hours per year. Additionally, because of their quick start characteristics (less than 15 
minutes), the combustion turbines are used instead of the steam turbine units, which were 
originally designed as base load units in the 1950’s and 1960’s.

As a contingency for times when the natural gas supply could be interrupted, both types 
of units at Burdick can use fuel oil as a backup fuel source. The combustion turbines 
utilize distillate (No. 2) fuel oil, which is similar to diesel, while the older steam units 
utilize residual (No. 6) fuel oil, which is a byproduct of the oil refining process. No. 6 
fuel oil is usually less expensive than No. 2 fuel oil, but requires heating for handling and 
combustion and is better suited for base-load units. With the addition of 33 megawatts of 
coal-fueled generation from the City’s participation in the Nebraska City Unit 2 starting 
this year, and an additional 15 megawatts in the Whelan 2 project at Hastings in 2011, the 
mission of the older steam units at Burdick will be more of a standby role for disruptions 
of electric system operations. This role is better suited for the quick start abilities of the 
combustion turbines.

As a result, the need for the inventory of the No. 6 fuel oil is minimized. The use of the 
No. 6 oil requires a steam unit to be fired on natural gas for two to three days to heat the 
oil for use, which is not timely in an emergency. Burdick Station currently has about 
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677,000 gallons of No. 6 fuel oil in storage. As a means of funding for expanding the No. 
2 fuel oil inventory for use in the combustion turbines as a contingency fuel source, bids 
for the sale of approximately 677,000 gallons of No. 6 fuel oil were solicited by plant 
staff.

Discussion

The specifications for the Residual (No. 6) Fuel Oil were advertised and issued for bid in 
accordance with the City Purchasing Code. Bids were publicly opened on June 5, 2013. 
Specifications were sent to three potential bidders and responses were received as listed 
below.

                Bidder         Bid Price
Indigo Energy, Alpharetta, GA $0.65 per net gallon
Werner Construction, Inc., Hastings, NE $0.25 per net gallon

The bids were reviewed by plant engineering staff. They are compliant with the 
specifications.

Alternatives

It appears that the Council has the following alternatives concerning the issue at hand.  
The Council may:

1. Move to approve.
2. Refer the issue to a Committee.
3. Postpone the issue to future date.
4. Take no action on the issue.

Recommendation

City Administration recommends that the Council award the contract for sale of Residual 
(No. 6) Fuel Oil to Indigo Energy of Alpharetta, Georgia, as the high responsive bidder, 
with the bid price of $0.65 per net gallon.

Sample Motion

Move to approve award of the bid from Indigo Energy for the sale of Residual (No. 6) 
Fuel Oil of $0.65 per net gallon.
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SALES CONTRACT AGREEMENT

THIS AGREEMENT, made and entered into this _______ day of                        , 2013, 
by and between the CITY OF GRAND ISLAND, NEBRASKA, a municipal corporation 
under the laws of the State of Nebraska citing through their Council, as Party of the First 
Part and hereinafter termed the “City” and

INDIGO ENERGY of 6230 Shiloh Road, Suite 120, Alpharetta, GA 30005, Party of the 
Second Part and hereinafter termed the “Contractor”,

WITNESSETH:

THAT WHEREAS:  The City has caused to be prepared specifications and other 
Contract Documents for the work herein described, and has approved and adopted said 
Contract Documents and has caused to be published an advertisement inviting sealed 
proposals for:

                                                 Residual (No. 6) Fuel Oil

Specified herein, in accordance with the terms of the Contract; and

WHEREAS, the said Contractor, in response to such advertisement, has submitted to 
the City, in the manner and at the time specified, a sealed Proposal in accordance with 
the terms of said advertisement; and

WHEREAS, the City has publicly opened, examined, and canvassed the Proposals 
submitted in response to the published invitation therefore and, as a result of said 
canvass has determined and declared the aforesaid Contractor to be the highest and/or 
best bidder for:

                                                 Residual (No. 6) Fuel Oil

And has duly awarded to the said Contractor a contract therefore, as stated in more 
detail in the Contract Documents, to wit: Advertisement to Bidders, Instructions to 
Bidders, Bid, Contract Detailed Specifications, and Contract Agreement all of which 
documents are attached hereto and made a part of this Contract, for the prices and 
amounts hereinafter set forth.

NOW THEREFORE:  In consideration of the compensation to be paid to the City by the 
Contractor, and of the mutual agreements herein contained, the Parties of these 
presents have agreed and hereby agree, the City for itself and its successors and the 
Contractor for itself, himself/herself, or themselves, or its, his/hers or their successors 
and assigns, or its, his/hers or their executors and administrators as follows:

ARTICLE I:  That the Contractor shall (a) furnish all tools, equipment, supplies, 
superintendence, transportation, and other accessories, services and facilities; (b) 
furnish all materials, supplies and equipment specified; (c) provide and perform all 
necessary labor; and (d) in good substantial and workmanlike manner and in 
accordance with the provisions of this Contract Document, execute and complete all 
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work included in and covered by the City’s official award of this Contract to the said 
Contractor, such award being based on the acceptance by the City of items and sub-
items of the bid as follows:

Indigo Energy letter of proposal – dated June 4, 2013

ARTICLE II:  That the Contractor shall pay to the City for residual (No. 6) fuel oil, and 
the City will accept as full compensation therefore, the sum of:

                                      Sixty-Five Cents  ($0.65 per net gallon)

Payment thereof to be made in the following manner:  The City shall invoice the 
Contractor monthly and payment terms are net 30 days from the date of the invoice.   
Contractor shall provide certified scale tickets and a full accounting of all fuel oil 
purchased.

ARTICLE III:  Any and all suits for any and every breech of this Contract may be 
instituted and maintained in any court of competent jurisdiction in the County of Hall, 
State of Nebraska.

Any action at law, suit in equity or judicial proceedings for the enforcement of this 
Contract or any provision thereof shall be instituted only in the court of the State of 
Nebraska.

It is mutually understood and agreed that this Contract shall be governed by the laws of 
the State of Nebraska, both as to interpretation and performance.

The City makes no warranties or guarantees about the condition of the fuel oil and will 
not accept responsibility for its use.  

ARTICLE IV:  The Contractor shall purchase and maintain at Contractor’s expense as a 
minimum insurance coverage of such types and in such amounts as to protect the 
Contractor and the interest of the City and others from claims which may arise out of or 
result from Contractor’s operations under these Contract Documents, whether such 
operations be by the Contractor or by any subcontractor or anyone directly or indirectly 
employed by any of them or for whose acts any of them may be legally liable.  Failure of 
Contractor to maintain proper insurance coverage shall not relieve them of any 
contractual responsibility or obligation.  

ARTICLE V:  In accordance with the laws of the State of Nebraska, when a nonresident 
contractor enters into agreement with the City to provide such services as outlined in 
these specifications, the Contractor shall secure a Certificate of Authority to transact 
business within the State of Nebraska.  A certified copy of such Certificate of Authority 
shall be provided by this Contractor to the City prior to performing any work under this 
Contract.
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IN WITNESS WHEREOF:  the Parties of the First and Second Parts have hereto set 
their hands and seals on the day and year above written.

CITY OF GRAND ISLAND, NEBRASKA
Party of the First Part

By ________________________________

Approved as to form:
Title _______________________________

____________________________
City Attorney

ATTEST:

___________________________________
                City Clerk

INDIGO ENERGY
Party of the Second Part

By _________________________________

Title ________________________________

ATTEST:

____________________________________

Title ________________________________
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Approved as to Form ¤ ___________
June 24, 2013 ¤  City Attorney

R E S O L U T I O N    2013-192

WHEREAS, the City Electric Department invited sealed bids for the sale of 
Residual (No. 6) Fuel Oil; and

WHEREAS, on June 5, 2013, bids were received, opened and reviewed; and

WHEREAS, Indigo Energy of Alpharetta, Georgia, submitted a bid in accordance 
with the terms of the advertisement of bids and all other statutory requirements, such bid being in 
the amount of $0.65 per net gallon.

NOW, THEREFORE, BE IT RESOLVED BY THE MAYOR AND COUNCIL 
OF THE CITY OF GRAND ISLAND, NEBRASKA, that the bid of Indigo Energy, of 
Alpharetta, Georgia, in the amount of $0.65 per gallon is approved as the highest bid for the sale 
of Residual (No. 6) Fuel Oil.

- - -

Adopted by the City Council of the City of Grand Island, Nebraska, June 25, 2013.

_______________________________________
Jay Vavricek, Mayor

Attest:

_______________________________________
RaNae Edwards, City Clerk
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