CIty of League CIty, TX 300 West Walker

League City TX 77573
Text File
File Number: 18-0646
Agenda Date: 10/23/2018 Version: 1 Status: Consent Agenda
In Gontrol: City Council File Type: Agenda ltem

Agenda Number: SH.

..Topie:
Consider and take action on a resolution authorizing the City Manager to execute an agreement for the

purchase of electric energy from a retail energy provider at the best value for the City of League City,
Texas (Assistant City Manager)

.Background:

Approval of this resolution will authorize the City Manager to execute a contract for the purchase of
electricity based upon the best offer received under a competitive solicitation. The City's current
five-year contract for electricity with TXU expires November 2022. The current contract rate is
$0.0384/kWh. Under Texas Government Code 252.022 (15) the City is exempt from normal competitive
purchasing requirements for the purchase of electricity.

Based on continual analysis of the energy markets by Tradition Energy, it is found that forward prices for
2022 and beyond should be secured today, while energy market rates are at a historical low. Natural gas
prices have hit 15-year lows recently, creating a situation to secure future terms now. While these prices
have been driven low due to an imbalance of excess supply vs. demand, the long-term concern is that
demand will catch up to supply and then create an imbalance in the other direction. This increase in
demand is expected to also increase the costs for electricity in the future. Therefore, it appears
advantageous to secure future electricity prices now during this climate.

Based on recent analysis done by Tradition Energy, the expectation is that the City could lock in future
rates now that could save the City 5% - 10% starting November 2022 through November 2027, providing
an annual average savings of approximately $125,000 per year for the proposed five-year term, Taking
action now will ensure lower future costs for the City’s electricity supply. This item is to enable the City
fo accept competitive offers for a new electricity contract and to authorize the City Manager to execute

a contract that wiil secure the best price for the City.

The eurrent electricity contract rate is $0.03841kWh from TXU, which expires November 2022, for a
projected annual FY2019 supply cost of $1,862,379. This rate does not include the required transmission
and distribution service provider (TDSP) pass-through fees assessed by Centerpoint and Texas-New
Mexico Power. These fees are regulated and covered by tariff rates approved by the PUC, so that the
City has no control over these rates which would be the same regardiess of which supplier or contract
rate is in place. These TDSP charges are approximately $764,185 annually with the majority going to
street light maintenance,

Under this proposed action the City will receive offers from Retail Electric Providers through Tradition
Energy for contract terms ranging from 12 to 69 months for a contract beginning November 2022. The
most recent pricing best offers for the proposed years 2022 through 2027 ranged from TXU at $0.03507
for a 12-month term to $0.03393 from TXU for a 60-month term. Based on current electricity usage and
TXU’s proposed 2022-27 rates, this would reduce the City’s overall anniual supply cost for electricity to
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$1,767,929 for the 12-month option or $1,736,446 for the 60-month option. The options for 24, 36, or
48-month terms fall within this range. This same proposed term would provide a combined saving of
approximately $635,000 over the 5-year term,

As electricity is a volatile commodity, and the prices change on a continual basis throughout the day, it is
recommended that Council authorize the City Manager to execute a contract for up to 72 months at the
best rate per kilowatt hour below our current rate, onee it appears the City is achieving the best value
based upon market conditions. The details of the executed contract will then be reported back to Council
for ratification at a subsequent meeting.

Attachments:
1. Data Sheet
2. Proposed Resolution

FUNDING
{X} Funds are available from operating department’s electricity accounts

STRATEGIC PLANNING
{x} NOT APPL.ICABLE

%Mm-”%a X0/E - /67 APPROVED

0CT 23 2018
CITY COUNCIL
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RESOLUTION NO. 2018-167

A RESOLUTION AUTHORIZING THE CITY MANAGER TO
EXECUTE AN AGREEMENT FOR THE PURCHASE OF
ELECTRIC ENERGY FROM A RETAIL ENERGY PROVIDER
AT THE BEST VALUE FOR THE CITY OF LEAGUE CITY,
TEXAS

BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF LEAGUE CITY,
TEXAS, as follows:

Section 1. The City authorizes the City Manager to execute an agreement for the
purchase of electric energy from a retail energy provider at the best value for the
City of League City, Texas.

Section 2, All resolutions and agréements and parts of resolutions and agreements
in conflict herewith are hereby repealed to the extent of the conflict only.

Section 3. It is hereby found and determined that the meeting at which this

resolution was passed was open to the public and that advance public notice of the
time, place and purpose of said meeting was given as required by law.

PASSED AND APPROVED the 23rd day of er 2018.

I’AT HALLISEY
Mayor

ATTEST:

APPROVED AS TO FORM:

W-—tv. &_—

NGHIEM V. DOAN
City Attorney
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Transaction Confirmation for Supply of Electricity

Quote 0065228370 Product: Fixed Price
Number: Hub
Business 0026231181 DMAC
Partner #:
Buyer: City of League City Seller: TXU Energy Retail Company LLC
300 WWALKER ST REP Certification No. 10004
LEAGUE CITY, TX 77573-3837 8555 Sierra Drive 1-W-1
Irving, Texas 75039
Attn: Retail Contract Administration
Phone: 281-554-1370 | Fax: | Phane: (866) 576-6745 | Fax: | (972) 556-6108
l. Term Primary Term: The Primary Term for each Premise will begin on the first meter read, and end on the first regularly
scheduled meter read, for each Premise occurring on or after the dates listed below in compliance with the Base
Contract for Supply of Electricity.
Primary Term Start Date: November 1, 2022 Primary Term End Date: October 31, 2028
Il. Charges Charge Type Amount (Monthly Charges will be the total of the items listed in this Article 11.)

i. All kWh Charge $ 0.0334319 per kWh

{the per kWh

“Contract Price™ The All kWh Charge includes charges for the commeodity {including the price impact, if any,
resulting from the implementation of the Operating Reserve Demand Curve (“ORDC"), Energy
(shaped), Anciltary Services, Qualified Scheduling Entity Charges, Renewable Energy Credit
Charges, Reliability Must Run (“RMR"), Reliability Unit Commitment (‘RUC”), Line Losses
({TDSP), Market Clearing Price for Capacity, ERCOT Administration Fee/ISO Fees,
Unaccounted for Energy ("UFE”} as defined and specified in the ERCOT Protocols and the
applicable TDSP's Tariff in effect as of the date of this Agreement. It will also include the
seftlement charges to the applicable ERCOT Hub, but will exclude settiement charges for
Congestion to the applicable ERCOT Load Zone (i.e., excludes the difference between the
applicable ERCOT Hub price and the applicable ERCOT Load Zone price for each fitteen (15)
minute interval/block of time contained in the applicable contract hilling month) which will be
passed through fo Buyer without markup by Seller* pursuant to "{v) Cther Charges” below.
*Buyer should be aware that the Hub to Load Zone settlement differential per interval
potentially could be very volatile, with effectively no cap or limitation on how high such
interval costs can go. Market and other conditions potentially could result in significant
increases in such costs for extended periods of time for which Buyer nevertheless will
remain responsible for paying. Seller has not provided and is not providing under this
transaction any risk management or hedges in conjunction with the costs associated
with this Hub to Load Zone settlement differential.

ii. Excess Usage Not Applicable

iii. Under Usage Not Applicable )

iv. Standing Charge | The sum of the Monthly Standing Charges for all ESI IDs as listed in Exhibit A.

v. Other Charges Varies by ESI ID throughout the Term. All charges, other than those listed above or below,
imposed upon Seller or Buyer by the TDSP or another Party that are allowed or required by the
PUCT, ERCOT, or any other governmental or regulatory authority, on or with respect fo the
acquisition, sale, delivery, and purchase of the Power.

vi. Taxes Varies by ESI |D throughout the Term. All taxes imposed by any governmental or regulatory
authority on the acquisition, sale, delivery, and purchase of the Power. Includes, but is not
limited to, Seller's Texas Gross Receipts Tax and Public Utility Commission Assessment on the
acquisition, sales, delivery, or purchase of the Power.

il e The pricing under this Agreement reflects a payment to TFS Energy Solutions LE'C in connection’

Aggregator/Third with its efforts to facilitate Buyer and Seller entering into this Agreement.

Party Fee

lil. BILLING Payment Terms: Net 30 days from the date of the invoice via CHECK
IV. SPECIAL INITIAL SECURITY: An initial cash deposit in the amount of $0.00 is required within sixteen (16) days from the
PROVISIONS | issuance date of the invoice for the deposit. Once received, the cash deposit may be replaced by a surety bond, or an

irrevocable letter of credit either of which shall be (i) in a form reasonably acceptable to Seller, (i) from an institution
reasonably acceptable to Seller, and (jii} in the same dollar amount as the cash deposit. The security shall remain in
effect until at least two (2) months after the Primary Term End Date.
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CALCULATICN AND PAYMENT OF CHARGES
The following shall be added af the end of Section 4.2 of the Base Contract for this Agreement:

{d} If, during the term of an Agreement, Buyer's actual monthly usage for fwo consecutive calendar months materially
differs (i.e., increases or decreases by more than 25%) from the monthly contract quantities provided for in such
Agreement for each such month, then, upon notice from one Party to the other Party, the Parties agree to (i) work in
good faith with one another to reasonably adjust the remaining contract quantities for such Agreement on a forward
basis, and (i) pass through any credits or costs as reasonably determined by Seller associated with effectuating such
adjustment. In such event, Buyer may choose whether such credits or costs are passed through (1) as a single
amount, or (2) on a monthly basis over the remaining Term.

REMEDIES UPON TERMINATION
Section 6.1 of the Base Contract shall be replaced with the following provisions with respect to this Agreement for the
term of this Agreement:

6.1 A "Material Breach” of an Agreement means: (a) the failure of either Party to make any payment due to the other
Pariy pursuant to the terms of such Agreement when such failure is not cured within 10 calendar days following written
notice of such failure describing the breach in reasonable detail; (b) the failure of a Party to comply with any other
material term of such Agreement when such failure is not cured within 30 calendar days following written notice of such
failure describing the breach in reasonable detail; (c) a Party becomes or declares that it is bankrupt, or becomes or
declares that it is the subject of any proceedings, or takes any action whatsoever, relating to its bankruptcy or
liguidation, or is not generally paying its debis as they become due; (d} Buyer enters into another electricity supply
agresment, with another party, that covers any Premise(s) during a time when such Premise(s) is covered by such
Agreement; (e} Buyer sells, leases, closes or otherwise conveys or assigns any of the Premise(s) under such
Agreement, except as allowed under Article IV (“Special Provisions™ of the applicable Transaction Confirmation, or
Article V {*Addition and Removal of Premises”) or Section 12.2 {“Assignment”) hereof; {f) Buyer's total monthly usage
ever decreases to a de minimis amount or fails to exceed a de minimis amount for reasons other than Farce Majeure
or Seller's breach; (g} any representation of a Party hereunder is not frue and correct in all material respects as of the
date an Agreement is entered into; or (h) the failure of Buyer to timely pay security to Seller as may be required
hereunder. In the event of a Material Breach of an Agreement by either Party, the non-breaching Party may, in its sole
discretion, and without prejudice to any other rights under such Agreement, at law or in equity, immediately terminate
the Agreement.

TXU ENERGY GREENBACK PROGRAM

As a result of executing this Transaction Confirmation for Supply of Electricity, Buyer is eligible to participate in Seller's
Energy Efficiency Rebate Program and receive up to the following amount(s) in rebates for qualifying energy efficiency
work performed and completed at Buyer's Premises during the periods listed below of the term of this Transaction
Confirmation. Decurnentation for all such work must be submitted to Seller by the dates listed below (i.e., Buyer must
provide apprepriate documentation to Seller, in the form of invoices and/or contracts for all completed qualifying energy
efficiency work, on or before the applicable date recited below or the rebates will expire for such time period). Seller
shall have the right to audit Buyer's faciliies to verify any energy efficiency work submitted for the payment of rebates.
The foregoing shall not be construed to relieve Buyer from its obligation to purchase monthly contract guantities as
otherwise provided in this Agreement.

s 310,000.00 for qualifying energy efficiency work performed and completed during November 2022 — October
2023 and submitted by October 31, 2023.

¢ $10,000.00 for qualifying energy efficiency work performed and completed during November 2023 — October
2024 and submitted by October 31, 2024,

*  $10,000.00 for qualifying energy efficiency work performed and completed during November 2024 — October
2025 and submitted by October 31, 2025.

®  $10,000.00 for qualifying energy efficiency work performed and completed during November 2025 — QOctober
2026 and submitted by October 31, 2026,

s $10,000.00 for qualifying energy efficiency work performed and completed during November 2026 — October
2027 and submitted by October 31, 2027.

& $10,000.00 for qualifying energy efficiency work performed and completed during November 2027 — October
2028 and submitted by October 31, 2028.

ADDITION AND REMOVAL OF PREMISES
Sections 51 and 5.2 of the Base Contract shall be replaced with the following provisions with respect fo this
Agreement for the term of this Agreement:

5.1 (a) Buyer shall have the limited right to add ESI IDs to, or delete some but not all ESI IDs from, this Agreement.
The addition and deletion of ESI IDs will be done without modifying the aggregated guantities of electricity set forth on
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Exhibit A~-1, until the cumulative total quantities of electricity attributable to all such additional and/or deleted ES] ID{s)
equal 10 percent (10%) of the aggregated quantities originally listed on Exhibit A-1 for the Primary Term of the
Agreement (the “Add/Delete Tolerance Range”). Buyer may make a request to add ESI IDs once per business day as
a single combined addition request, and Buyer may make a request to delete ESI IDs once per business day as a
single combined deletion request. In either such event, in order to initiate either the addition or the deletion of ESI IDs
from this Agreement, Buyer shall submit its request to Seller with as much prior notice as is practicable, using Seller's
then current form for such request, Seller shall reasonably determine the guantities of electricity that are applicable to
each added or deleted ESI ID, and Seller will examine all requests in order to determine whether the requesi(s) is
within the Add/Delete Tolerance Range. There shall not be any “netting” of additions and delstions; each request to
either add or delete shall be a separate request. Exhibit A shall be deemed modified to reflect the addition and/or
deletion of such ESI IDs. Buyer's sending of a request to Seller to add or delete ESI IDs shall be considered Buyer's
authorization to charge the cost of the request, as provided below, once Buyer has reached the Add/Delete Tolerance
Range as the result of ESI ID additions and/or deletions.

(b) Once Buyer has reached the Add/Delete Tolerance Range as the result of £ESI ID additions and/or deletions, with
regard to (i) any future ESI ID addition(s) and (i} if applicable, any portion of the addition request that caused Buyer to
exceed the Add/Delete Tolerance Range, Seller shall have the right to charge Buyer up to the tofal cost of such
request, i.e., the positive amcunt, if any, calculated as follows: [(the kWh amount of the guantities of electricity
attributable fo the ESI ID addition request, the “ESI {D Additional Quantities”) multiplied by (the then current market
based pricing per KWh as reasonably determined by Seller, minus the contract price per kWh according to the
Agreement}] (the "ESI ID Addition Payment™). Upon being invoiced by Seller, Buyer shall pay such amount to Seller
within twenty (20) calendar days. Exhibits A and A-1 shall be deemed modified to reflect the addition of such ESI IDs
and associated electricity quantities. Any ESI IDs and asscciated ES| ID Additional Quantities added hereunder fo this
Agreement shall be subject thereafter {o the contract pricing, monthly contract usage tolerances and other provisions of
this Agreement.

(¢) Once Buyer has reached the Add/Delete Tolerance Range as the result of ES! iD additions and/or deletions, then
with regard to (i) any future ESI |ID deletion(s) and (i) if applicable, any portion of the deletion request that caused
Buyer to exceed the Add/Delete Tolerance Range:

(1) Inthe event a new owner or lessee of a Premise (i) is willing to sign a new Agreement with Seller for such
Premise using Seller's then standard form of contract with the same pricing as this Agreement , (i) is deemed
creditworthy in Seller's reasonable opinion, and (jii) the new owner or lessee and Seller can legally enter into
such Agreement in accordance with the rules and regulations of the PUCT, then, provided that such new
Agreement is fully executed between the new owner or lessee and Seller, the Premise (and the associated
ES| IDs and electricity quantities) will be deleted from this Agreement and Buyer will not owe any
compensation to Seller with respect to such deletion (a “Premise Buyout”); otherwise,

(2) Seller shall have the right to charge Buyer up to the total cost of such request, i.e., the positive amount, if
any, calculated as follows: [{the kWh amount of the quantities of electricity atiributable to the ESI ID deletion
request, the "ESI ID Liguidated Quantities”) multiplied by {the Contract Price per kWh that Buyer would have
paid for the ESI D Liguidated Quantities through the end of the Agreement Term according to this Agreement,
minus ninety-five percent (95.0%) of the then current market value as reasconably dstermined by Seller)] (the
“ESI ID Liquidation Payment"). Upon being inveiced by Seller, Buyer shall pay the amount of the ESI ID
Liquidation Payment to Seller within twenty (20} calendar days.

In either event, Exhibits A and A-1 shall be deemed modified to reflect the deletion of such ESI IDs and associated
electricity quantities.

EXECUTION

Buyer and Seller each agree that this Transaction Confirmation may be executed by written or electronic signature and
may be delivered by facsimile or other electronic transfer in multiple counterparts, each of which will be as binding on
the Buyer or Seller as an original document. Buyer and Seller each understand and agree that such facsimiles or other
electronic transmissions shall be deemed to constitute the original of such documents, and that any objections that
they do not constitute the "best evidence" of the documents, or that they do not comply with the “Statute of Frauds," as
well as any other similar objections to the validity or admissibility of the document, are hereby expressly waived by the
Buyer and Seller,

V. BASE
CONTRACT

Buyer acknowledges that it has previously been furnished with a Base Contract for Supply of Electricity (‘Base
Contract”), which is an integral part of the Agreement to which this Transaction Confirmation applies. In the event that
Buyer has not executed the Base Contract as of the time of Buyer's execution of this Transaction Confirmation, then
Buyer's execution of this Transaction Confirmation shall be deemed to be Buyer's ratification, adoption and acceptance
of the Base Contract as last provided by Seller, Exhibits A & A-1 and other attachments, as applicable, are
incorporated herein by reference.
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Buyer Legal Name:
City of League City,
a Texas political subdivision

Seller Legal Name:
TXU Energy Retail Company LLC,
a Texas limited liability company

By {(Name of Gen:ﬁl Partner or Agent if applicable):

Its General Partnélr, j

Seller Signature:

o) B

Officer's Printed Name:
LSOl Dau rruaag-ines

Officer's Printed Name:

Title: @ ; 72 /,Uv?// Title:
) /r./ S e a9~
Date: / (9 Date: ‘
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