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DATE:	February 10, 2022

TO:		Peter Zanoni, City Manager

 FROM:	Heather Hurlbert, Director of Finance - Procurement
                       heatherh3@cctexas.com
                       (361) 826-3227
                       Charles Mendoza, Director of Asset Management 
           charlesm2@cctexas.com
		(361) 826-1941
Delegating the Authorization to execute a Power Purchase Agreement




		


CAPTION:	

Resolution authorizing an electricity power purchase agreement for the City of Corpus Christi with a term not to exceed 10.5 years and a total expenditure not to exceed $57,000,000.00, subject to future annual budget appropriations; and authorizing the City Manager to execute the agreement.

SUMMARY:

The city currently has an existing 5-year Power Purchase Agreement that is set to expire on December 31, 2022. The City has worked with Acclaim Energy to negotiate the purchase of electricity in the Texas deregulated energy market and to develop a robust contract vehicle that protects the City from pass through charges and other fees. Due to the volatility of the market the City must be able to move quickly to lock in favorable pricing for a long-term electric contract. This ordinance delegates the authority to sign the PPA to the City Manager within the parameters set forth in the resolution.   

BACKGROUND AND FINDINGS:

Because of fluctuating conditions in the Texas Deregulated Energy market and to ensure that the City has the best opportunity to lock in a favorable rate and term, the Asset Management and Financial Department(s) recommends that the City Council delegate authority to the City Manager to approve the purchase of the electricity commodity subject to the following parameters: 

1. As compared to the average cost (minus taxes and transmission and distribution) of actual electricity purchased over the last 3 years of $5.68M per year (2019, 2020, and 2021) the total contractual cost of all electricity purchases may not exceed $57 million on a contract up to 10.5 years, respectively.

2. The term of the contract shall not exceed 10.5 years. 

The City’s Asset Management Department in conjunction with Acclaim Energy solicited preliminary pricing and credentials from the market from multiple Retail Energy Providers (REP). Shortlisted REP’s submitted contracts which have been reviewed by the City’s Legal Department. To move forward with the purchase, Acclaim Energy will monitor the market for the target strike point (offered cost per kWh and term) by multiple REPs.  REPs will continue competing throughout until contract execution. Once the desired strike point is met the City will only have 2 to 4 hours to make a decision to lock in the rate/term and execute the contract.  

Note: the stipulated average weighted cost of electricity in this memo does not include Transmission and Distribution cost that are subject to change by the Texas Public Utility Commission (PUC) or Gross Receipt Taxes that are established by the State.

ALTERNATIVES: 

The City Council could choose not to approve the delegation and the power contract would need to come to City Council for approval which could result in less favorable energy pricing.  

FISCAL IMPACT:  

There is no current fiscal impact for this item.

RECOMMENDATION:

Staff recommends approval of the resolution as presented.
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