
LFASE P{.'JO 11\SE 
OF IBM SYS'l'EM 
36 APProvm 

··\,, 

Council WdS awrised that the City has been infomed by our 
IIJ-1 representative that an IBM System 36 carputer is 
available to the City of I.OOi. In anticipation of our needs 
he placed a non-binding tentative order for this new system. 
His rationale was based on his knowledge of the City of 
Lodi 's present system arxl future requirerrents. OUr present 
I!N System 34 is rapidly reaching the point. that it cannot 
t;e further effectively expanded. 

OUr CCI'Iplter !?tudy is in the final stages and CoUncil should 
be made aware that Ernst & Whinney is going to reccmrend the 
City obtain an liM Systen 36. 

While we are under no obligation to accept this equipnent 
now, it may be advantages to do so for the follo.oting 
reascns: 

The system ava) lable falls under an existing contract with 
the State of california that allNs for a JOY, discount. 
'nlere is no guarantee this sa1re aqreerent will be availbble 
next fiscal year. 

The City \VU.lld not ee able to obtain l\ pit::ee of equiprent 
until after June of 1984 and we do not kncM the price. 

.:.a r r ultr 

The City has a current offer fran a cmp.1t.ar broker to 
p.ttchase the City o.rmed system 34 for $16,845.00. If we 
wait until July of 1984 to sell the systen it '«JU.ld be 
expecxvl the price will drop 15\ to 20\. ~ 

'l'he system hardward and software antic.ipated wi 11 rost 
$61,754.00 including tax. 'nle sale 0! o.tr pre!Jent systEm 
will reduce the net cost to $44, 909. 00. 

Following discu.'3sioo, c:1 rrotion of Council Mecrber fo\lrphy, 
Reid secxn:i, Council awroved the lease/purchaae of an I~ 
System 36. Furt.her, on rrotioo of Council Mmber Reid, 
M..lrphy sec:nnd, Council declared the City's Systan 34 as 
"surplus property". 
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()llliUNCIL COl\IMUNICATIOA 

TO TNE CITY COUNCil DATE 

tROM: THI CITY MANAGEit"S OFFICE December 29, 1983 

SUBJECT: lease/purchase of IFJ.t System 36 

Recairrendation: The City CouncU aut:h::>rize the City Mrma')er to enter 
into a lease p...1rchase agreerrent with IBM for a S'ystem 
36 Coop:~ter and related hardware and software 
carponents. 

Background: We have been inforrred by our IBM representative that an 
IBM System 36 Ccrrputer is available tu the City of I..D1i. In 
anticipation of our needs he placed a non-binding tent.:ttive order for 
this !')(.-.,; system. His rationale was based on his k.ncwledge of the City 
of Iodi. 's present system and future requirenent.s. Our present IBM 
Syst6ll 34 is rapidly reaching the point that it cannot be further 
effectively expanded. 

Our catpUter study is in the final stages and Council should be made 
aware tr.at Ernst & Whi.nney is going to reccmrerxl the City cbtain an 
IIM Systan 36. 

While we are under no ~ligation to accept this equipment now, it may 
be advantages to do so for the fo 11.(7.<ling reasons: 

The system available falls under an existinq contract wit.h the 
State of Cali fon1ia that a llo,..rs for a 30% diScount. There is no 
guarcmtee this same agreement will be available next fiscal year. 

We \ooOUld not be able to obtain "' piece of equipment until after 
June of 1984 and ~ do not J<.na...r the price. 

The City has a current offer fran a ~ter broker to purchase 
ili~ City owned system 34 for $16,845.00. If we wait until ·!~.iy 
of 1984 to sell the system it 'NOUld be expected the price will 
drop 15% to 20%. 

'rtle system hardware and software anticipated will cost $61,754.00 
including tax. The sale of our present system \o~ill reduce the 
net cost bo $44,909.00. 

Cooncil is strongly urged to give this prqx:>sal favorable 
consideration and to aut.tx>rize the City Manager to enter into a 5 year 
lease purchase agreem:mt for the IXJ.rchase of this ~'"Uiprent. 

~ L. Glenn 
· sistant City Manager 

NO. 
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Henry A. Glave&, Jr. 

City Manager 

Hank: 

Do~le DEC. 27, 1983 

Ceunc il Agenda Item 
(attached) 

I'm sorry that I couldn't meet with you last Friday arc today ta discuss the 

attached. I will be on vacation Wednesday and Thursday (12/28 & 12/29), but I will 

be back an Friday. I have met with Jerry an the problem. 

I wauld like to have this scheduled for the January 4th Council meeting 

lf it meets with your appraval. If we can't make the Jan. 4th meeting then I dan't 

be 1 ieve we car. camplete the arrangements with IBM. 

If you have any quest ions we can go over ::hem Friday morning, or you can call me 

lf'p,.. .... ,, .. ,., ...... ~ ...... , .. _,.. .......... ' 
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MEMO 

TO: Henr·y A. Gl&'..'es Jr., City Manager 

FROM: Robert H. Holm, Finance Director 

In May ef 1983 IBM anneunced the introduction of the System 36 to the 
bus ine~s world and_, our department placed a non binding, tentative order 
for this new system pending: 

1. Recormnendation by the consultants that the City has a neerl 
to move up te the next size computer. 

2. City Council authorization of the purchase. 

One of the recoU~Dendations of the forthcoming Ernst and Whinney computer 
study is that the City move up to the next larger size mini-computer which 
uould be :tn IBM System 36. This move is recenmended fo-r severa 1 reasons 
some of which are: 

1. Ule City already has a fairly large investment in IBM's 
System 34 hardware and software !prograrn applications) 
and it is considered prudent te minimize ongoing dat& 
processing support costs by staying with that line of 
mini-computers. 

2. There are several high priority iRfor:mat ian systems 
that are needed te be computerized such as; a werk 
order acceunting sy~tem, Per~ennel system, Pollee 
Dept. crime analysis and Case Management system, 
Pelice ~viden~e Inventory system, Stolen Property 
Tracking system and Conmun i ty Development Document 
Ind·exing system. 0Yr present System 34 weuld net 
be able to suppert all of this increased activity. 

During the ceurse of the computer study eur cons\!ltants and City staff 
found it necessary to discuss w.ith IBM Marketing Representative the 
configurations 4\nd costs of the System 36 and its capabilities to meet 
the City's needs over the next 5 years. In trying to anticipate the 
City's needs and to schedule delivery sometime at the clese of th,. 
consultants' Btudy the lBM Marketing Representative, without City 
permission, placed .an order for a System 36 to be delivered. This 
equipment has arrived and is in a warehouse in Brisbane; IBM would 
like us to take deli very. 
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The City is legally under no obligation to accept delivery of this equip­
ment, however, it may be advantdgeous to the City to do so for the following 
reasor.s: 

1. 'nlis particular System 36 falls under an existing ,.·ontract 

2. 

3. 

that IBM has with the State of Califo.:-nia GoverniDf'nt Procrumenc: 
Office that allow; for a 30'7. discour.t. This contract .,..ill 
expire in June and there is no guaranee that the State and 
IBM will enter into another agreement with similar discounts. 

The next delivery schedule for a System 36 to the City 
is estimated to be a·fter June 1984. Ac<."eptance now would 
allow us time to make the conversion from the System 34 
and also allow us to pror.eed with those high priority 
systPm applications much earlier than anticipated. 
'nle City has a current offer from a computer bl"oker to 
purchase the City owned Systcm34 for $16,845.00. This 
offer is only good for a short time and if the City were 
to wait until after June 1984 to sell this system it is 
estimated the price would clrop anywhere from 15'%. to 201.. 

Cost of purchase of the IBM System 36 is as follows: 

Nc,te: 

HARD.olARE 
s/36 Central Processing Unit 
Additional 256K memory 
Workstation Expansion 
Conaunications 

TOTAL hAR~ARE 
304 Discount 

NET 

#5225 400 LPM Printer 
15'7. Discount 

NET 

SOF1'WARE 
System support programs 
RPG II & Utility package 
34 - 36 Migration aid 

TOTAL 

Total Hardware and Software 
Sales Tax 

GRAND TOTAL 

$ 44,600.00 
2,500.00 
2,000.00 
8,122.0Q 

$ 57,222.00 
(17,167.00) 

$ 40,055.00 

$ 13,945.00 
p,.029.00) 

$ 11,853.00 

$ 4,700.00 
1,400.00 

250.00 
$ 6,350.00 

$ 58,258.00 
31496.00 

61.754.~(! 

City to sell its Syst~m 34 on its own for $ 16,845.00. 
Ne~ cost to City is $ 44,909.00. 

The City has two methods of financing available if we wish to accept 
delivery of this equipment. 

1. Dir~~Sct purchase -a lWila' sum payment of$ 61,754.00 to IBM 
using Capital Outlay Fund money and put back into this fund 
the $ 16,845 we receive from the ~ale of the System 34 leaving 
a net expendi~ure of $ 44,909.00. 
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2. Lump sum payment of software $ 6,350.00, and sales tax of $ 3,496.00 
or total of $ 9,646.00 and a 5 year tease/purchase plan whereby 
we would pay IBM $ 1,102.89 per month for 60 months. This includes 
a 10~~ per annum financing ch.:uge. 

I would recommend the City accept delivery of the IBM System 36 that is 
available and that the City use the 5 year lease/purchase plan. !"re!lent ly, 
as City Treasurer, I am able to get a better return on City mor.ey than 
107. per annum. 

RHH:nun Robert H. Holm, finance Director 
C TTY OF LOD I 


