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RESOLUTION AUTHORIZING SETTLEMENT AGREEMENT IN THE
DISPUTE BETWEEN THE CITY OF DULUTH, DULUTH STEAM
COOPERATIVE ASSOCIATION AND ROVANCO PIPING SYSTEMS,
INC., ET AL. IN THE AMOUNT OF $119,500.

CITY PROPOSAL:

RESOLVED, that the proper city officials are hereby authorized to execute

a settlement agreement, substantially the same as that on file in the office of

the city clerk as Public Document No. ______________, for a total amount of

$119,500 in settlement of the dispute venued in the state of Minnesota, District

Court, Sixth Judicial District and captioned City of Duluth and Duluth Steam

Cooperative Association v. Rovanco Piping Systems, Inc., and Roger Wierman, Court

File No. 69DU-CV-08-2719, funds to be deposited in Fund 540.

Approved for presentation to council:

Chief Administrative Officer

Approved as to form: Approved:

Attorney Auditor
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STATEMENT OF PURPOSE:  In 1999 the city and the Duluth Steam Cooperative
Association began to explore the use of waste steam at the steam plant to heat
hot water to supply to hotels in Canal Park.  The first hotel supplied was the
Canal Park Inn.

Bid specifications for the project called for piping to that would operate at
210/F.  Operating temperature is not the same as maximum temperature, it is
simply the temperature at which the system is designed to operate.

Rovanco Piping Systems, Inc., (“Rovanco”) was the successful bidder for the
project, however, Rovanco supplied piping designed to operate at 165/F with a
maximum temperature of 210/F, therefore the piping supplied did not conform to
the bid specification.

In 2006 Canal Park Inn was closed and demolished in order to build the new Canal
Park Lodge.  Upon excavation at the site, it was observed that the insulation
surrounding the Rovanco piping was deformed and appeared to be discolored and/or
charred.  Further investigation revealed that the system was failing throughout,
including return lines, and leaks were discovered on the sides of pipes in some
areas.

It was determined that the pipe insulation deteriorated and broke down when
heated.  All the insulated piping had to be replaced by the city and the Steam
Coop.

On or about July 14, 2008, the city and the Steam Coop commenced a lawsuit
against Rovanco and its sales agent.  Rovanco commenced a third party action
against two third party defendants.  The parties have now reached a global
settlement on all issues arising out of the original action and the third party
action.  Under the settlement agreement defendants and third party defendants
agree to pay $119,500.


