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PROFESSIONAL SERVICES AGREEMENT BETWEEN
5 LAKES ENERGY LLC
AND THE CITY OF ANN ARBOR
FOR 100% RENEWABLE ENERGY OPTIONS ANALYSIS


This agreement (“Agreement”) is between the City of Ann Arbor, a Michigan municipal corporation, having its offices at 301 E. Huron St. Ann Arbor, Michigan 48104 ("City"), and 5 Lakes Energy LLC (“Contractor”), a(n) Michigan Limited Liability Corporation with its address at 
220 MAC Avenue, Suite 218, East Lansing, MI 48823.  City and Contractor are referred to collectively herein as the “Parties.”  The Parties agree as follows:

I. DEFINITIONS

Administering Service Area/Unit means Sustainability and Innovations.
	
Contract Administrator means Sustainability and Innovations Director, acting personally or through any assistants authorized by the Administrator/Manager of the Administering Service Area/Unit.

	Deliverables means all Plans, Specifications, Reports, Recommendations, and other materials developed for and delivered to City by Contractor under this Agreement.

	Project means 100% Renewable Energy Options Analysis RFP No. 22-35.


II.	DURATION

Contractor shall commence performance on September 15, 2022 (“Commencement Date”). This Agreement shall remain in effect until satisfactory completion of the Services specified below unless terminated as provided for in Article XI.  The terms and conditions of this Agreement shall apply to the earlier of the Effective Date or Commencement Date.


III.	SERVICES

A.	The Contractor agrees to provide 100% Energy Options Analysis, Phase 1 of a Traditional Municipalization Study, a Rate Analysis for a Sustainable Energy Utility, and associated administrative tasks ("Services") in connection with the Project as described in Exhibit A. The City retains the right to make changes to the quantities of service within the general scope of the Agreement at any time by a written order. If the changes add to or deduct from the extent of the services, the compensation shall be adjusted accordingly. All such changes shall be executed under the conditions of the original Agreement.


B.	Quality of Services under this Agreement shall be of the level of quality performed by persons regularly rendering this type of service. Determination of acceptable quality shall be made solely by the Contract Administrator.

C.	The Contractor shall perform its Services for the Project in compliance with all statutory, regulatory, and contractual requirements now or hereafter in effect as may be applicable to the rights and obligations set forth in the Agreement.  The Contractor shall also comply with and be subject to the City of Ann Arbor policies applicable to independent contractors.

D.	The Contractor may rely upon the accuracy of reports and surveys provided to it by the City (if any) except when defects should have been apparent to a reasonably competent professional or when it has actual notice of any defects in the reports and surveys.


IV.	INDEPENDENT CONTRACTOR

The Parties agree that at all times and for all purposes under the terms of this Agreement each Party’s relationship to any other Party shall be that of an independent contractor.  Each Party will be solely responsible for the acts of its own employees, agents, and servants.  No liability, right, or benefit arising out of any employer/employee relationship, either express or implied, shall arise or accrue to any Party as a result of this Agreement.

Contractor does not have any authority to execute any contract or agreement on behalf of the City, and is not granted any authority to assume or create any obligation or liability on the City’s behalf, or to bind the City in any way.
	

V.	COMPENSATION OF CONTRACTOR

A.	The Contractor shall be paid in the manner set forth in Exhibit B. Payment shall be made monthly, unless another payment term is specified in Exhibit B, following receipt of invoices submitted by the Contractor, and approved by the Contract Administrator.

B.	The Contractor will be compensated for Services performed in addition to the Services described in Article III, only when the scope of and compensation for those additional Services have received prior written approval of the Contract Administrator. 

C.	The Contractor shall keep complete records of work performed (e.g. tasks performed, hours allocated, etc.) so that the City may verify invoices submitted by the Contractor. Such records shall be made available to the City upon request and submitted in summary form with each invoice.


VI.	INSURANCE/INDEMNIFICATION

A.	The Contractor shall procure and maintain from the Effective Date or Commencement Date of this Agreement (whichever is earlier) through the conclusion of this Agreement, such insurance policies, including those set forth in Exhibit C, as will protect itself and the City from all claims for bodily injuries, death or property damage that may arise under this Agreement; whether the act(s) or omission(s) giving rise to the claim were made by the Contractor, any subcontractor, or anyone employed by them directly or indirectly.  Prior to commencement of work under this Agreement, Contractor shall provide to the City documentation satisfactory to the City, through City-approved means (currently myCOI), demonstrating it has obtained the policies and endorsements required by Exhibit C.  Contractor shall add registration@mycoitracking.com to its safe sender’s list so that it will receive necessary communication from myCOI.  When requested, Contractor shall provide the same documentation for its subcontractor(s) (if any).

B.	Any insurance provider of Contractor shall be authorized to do business in the State of Michigan and shall carry and maintain a minimum rating assigned by A.M. Best & Company’s Key Rating Guide of “A-” Overall and a minimum Financial Size Category of “V”. Insurance policies and certificates issued by non-authorized insurance companies are not acceptable unless approved in writing by the City.

C.	To the fullest extent permitted by law, Contractor shall indemnify, defend, and hold the City, its officers, employees and agents harmless from all suits, claims, judgments and expenses, including attorney's fees, resulting or alleged to result, from any acts or omissions by Contractor or its employees and agents occurring in the performance of or breach in this Agreement, except to the extent that any suit, claim, judgment or expense are finally judicially determined to have resulted from the City’s negligence or willful misconduct or its failure to comply with any of its material obligations set forth in this Agreement.


VII.	COMPLIANCE REQUIREMENTS

A.	Nondiscrimination.  The Contractor agrees to comply, and to require its subcontractor(s) to comply, with the nondiscrimination provisions of MCL 37.2209.  The Contractor further agrees to comply with the provisions of Section 9:158 of Chapter 112 of the Ann Arbor City Code and to assure that applicants are employed and that employees are treated during employment in a manner which provides equal employment opportunity. 

B.	Living Wage.  If the Contractor is a “covered employer” as defined in Chapter 23 of the Ann Arbor City Code, the Contractor agrees to comply with the living wage provisions of Chapter 23 of the Ann Arbor City Code.  The Contractor agrees to pay those employees providing Services to the City under this Agreement a “living wage,” as defined in Section 1:815 of the Ann Arbor City Code, as adjusted in accordance with Section 1:815(3); to post a notice approved by the City of the applicability of Chapter 23 in every location in which regular or contract employees providing services under this Agreement are working; to maintain records of compliance; if requested by the City, to provide documentation to verify compliance; to take no action that would reduce the compensation, wages, fringe benefits, or leave available to any employee or person contracted for employment in order to pay the living wage required by Section 1:815; and otherwise to comply with the requirements of Chapter 23.  



VIII.	WARRANTIES BY THE CONTRACTOR

A.	The Contractor warrants that the quality of its Services under this Agreement shall conform to the level of quality performed by persons regularly rendering this type of service.

B.	The Contractor warrants that it has all the skills, experience, and professional licenses (if applicable) necessary to perform the Services pursuant to this Agreement.

C.	The Contractor warrants that it has available, or will engage, at its own expense, sufficient trained employees to provide the Services pursuant to this Agreement.

D.	The Contractor warrants that it has no personal or financial interest in the Project other than the fee it is to receive under this Agreement.  The Contractor further certifies that it shall not acquire any such interest, direct or indirect, which would conflict in any manner with the performance of the Services it is to provide pursuant to this Agreement.  Further Contractor agrees and certifies that it does not and will not employ or engage any person with a personal or financial interest in this Agreement.

E.	The Contractor warrants that it is not, and shall not become overdue or in default to the City for any contract, debt, or any other obligation to the City including real and personal property taxes.  Further Contractor agrees that the City shall have the right to set off any such debt against compensation awarded for Services under this Agreement.

F.	The Contractor warrants that its proposal for services was made in good faith, it arrived at the costs of its proposal independently, without consultation, communication or agreement, for the purpose of restricting completion as to any matter relating to such fees with any competitor for these Services; and no attempt has been made or shall be made by the Contractor to induce any other person or firm to submit or not to submit a proposal for the purpose of restricting competition.

G.	The person signing this Agreement on behalf of Contractor represents and warrants that she/he has express authority to sign this Agreement for Contractor and agrees to hold the City harmless for any costs or consequences of the absence of actual authority to sign.


IX.	OBLIGATIONS OF THE CITY

A.	The City agrees to give the Contractor access to the Project area and other City-owned properties as required to perform the necessary Services under this Agreement.

	B.		The City shall notify the Contractor of any defects in the Services of which the Contract Administrator has actual notice.


X.	ASSIGNMENT

A.	The Contractor shall not subcontract or assign any portion of any right or obligation under this Agreement without prior written consent from the City. Notwithstanding any consent by the City to any assignment, Contractor shall at all times remain bound to all warranties, certifications, indemnifications, promises and performances, however described, as are required of it under the Agreement unless specifically released from the requirement, in writing, by the City.

B.	The Contractor shall retain the right to pledge payment(s) due and payable under this Agreement to third parties.


XI.	TERMINATION OF AGREEMENT

A.	If either party is in breach of this Agreement for a period of fifteen (15) days following receipt of notice from the non-breaching party with respect to a breach, the non-breaching party may pursue any remedies available to it against the breaching party under applicable law, including but not limited to, the right to terminate this Agreement without further notice.  The waiver of any breach by any party to this Agreement shall not waive any subsequent breach by any party.

B. The City may terminate this Agreement, on at least thirty (30) days advance notice, for any reason, including convenience, without incurring any penalty, expense or liability to Contractor, except the obligation to pay for Services actually performed under the Agreement before the termination date.

C. Contractor acknowledges that, if this Agreement extends for several fiscal years, continuation of this Agreement is subject to appropriation of funds for this Project.  If funds to enable the City to effect continued payment under this Agreement are not appropriated or otherwise made available, the City shall have the right to terminate this Agreement without penalty at the end of the last period for which funds have been appropriated or otherwise made available by giving written notice of termination to Contractor.  The Contract Administrator shall give Contractor written notice of such non-appropriation within thirty (30) days after it receives notice of such non-appropriation.

D. The provisions of Articles VI and VIII shall survive the expiration or earlier termination of this Agreement for any reason.   The expiration or termination of this Agreement, for any reason, shall not release either party from any obligation or liability to the other party, including any payment obligation that has already accrued and Contractor’s obligation to deliver all Deliverables due as of the date of termination of the Agreement.


XII.	REMEDIES

A.	This Agreement does not, and is not intended to, impair, divest, delegate or contravene any constitutional, statutory and/or other legal right, privilege, power, obligation, duty or immunity of the Parties.

B.	All rights and remedies provided in this Agreement are cumulative and not exclusive, and the exercise by either party of any right or remedy does not preclude the exercise of any other rights or remedies that may now or subsequently be available at law, in equity, by statute, in any agreement between the parties or otherwise.

C.	Absent a written waiver, no act, failure, or delay by a Party to pursue or enforce any rights or remedies under this Agreement shall constitute a waiver of those rights with regard to any existing or subsequent breach of this Agreement.  No waiver of any term, condition, or provision of this Agreement, whether by conduct or otherwise, in one or more instances, shall be deemed or construed as a continuing waiver of any term, condition, or provision of this Agreement.  No waiver by either Party shall subsequently affect its right to require strict performance of this Agreement.


XIII.	NOTICE

All notices and submissions required under this Agreement shall be delivered to the respective party in the manner described herein to the address stated below or such other address as either party may designate by prior written notice to the other.   Notices given under this Agreement shall be in writing and shall be personally delivered, sent by next day express delivery service, certified mail, or first class U.S. mail postage prepaid, and addressed to the person listed below.  Notice will be deemed given on the date when one of the following first occur: (1) the date of actual receipt; (2) the next business day when notice is sent next day express delivery service or personal delivery; or (3) three days after mailing first class or certified U.S. mail.

	If Notice is sent to the CONTRACTOR, it shall be addressed and sent to: 

	5 Lakes Energy, LLC
	Douglas Jester
	220 MAC Avenue, Suite 218
	East Lansing, Michigan 48823
	

If Notice is sent to the CITY, it shall be addressed and sent to: 

City of Ann Arbor
Missy Stults
Sustainability and Innovations Director
301 E. Huron Street
Ann Arbor, Michigan 48104

				With a copy to: The City of Ann Arbor 
				ATTN: Office of the City Attorney
				301 East Huron Street, 3rd Floor
				Ann Arbor, Michigan 48104

XIV.	CHOICE OF LAW AND FORUM

	This Agreement will be governed and controlled in all respects by the laws of the State of Michigan, including interpretation, enforceability, validity and construction, excepting the principles of conflicts of law.  The parties submit to the jurisdiction and venue of the Circuit Court for Washtenaw County, State of Michigan, or, if original jurisdiction can be established, the United States District Court for the Eastern District of Michigan, Southern Division, with respect to any action arising, directly or indirectly, out of this Agreement or the performance or breach of this Agreement.  The parties stipulate that the venues referenced in this Agreement are convenient and waive any claim of non-convenience.


XV.	OWNERSHIP OF DOCUMENTS

	Upon completion or termination of this Agreement, all documents (i.e., Deliverables) prepared by or obtained by the Contractor as provided under the terms of this Agreement shall be delivered to and become the property of the City.  Original basic survey notes, sketches, charts, drawings, partially completed drawings, computations, quantities and other data shall remain inthe possession of the Contractor as instruments of service unless specifically incorporated in a deliverable, but shall be made available, upon request, to the City without restriction or limitation on their use.  The City acknowledges that the documents are prepared only for the Project.  Prior to completion of the contracted Services the City shall have a recognized proprietary interest in the work product of the Contractor.


XVI.	CONFLICTS OF INTEREST OR REPRESENTATION

	Contractor certifies it has no financial interest in the Services to be provided under this Agreement other than the compensation specified herein. Contractor further certifies that it presently has no personal or financial interest, and shall not acquire any such interest, direct or indirect, which would conflict in any manner with its performance of the Services under this Agreement.  

Contractor agrees to advise the City if Contractor has been or is retained to handle any matter in which its representation is adverse to the City.  The City’s prospective consent to the Contractor’s representation of a client in matters adverse to the City, as identified above, will not apply in any instance where, as the result of Contractor’s representation, the Contractor has obtained sensitive, proprietary or otherwise confidential information of a non-public nature that, if known to another client of the Contractor, could be used in any such other matter by the other client to the material disadvantage of the City.  Each matter will be reviewed on a case by case basis.


XVII.		SEVERABILITY OF PROVISIONS

	Whenever possible, each provision of this Agreement will be interpreted in a manner as to be effective and valid under applicable law. However, if any provision of this Agreement or the application of any provision to any party or circumstance will be prohibited by or invalid under applicable law, that provision will be ineffective to the extent of the prohibition or invalidity without invalidating the remainder of the provisions of this Agreement or the application of the provision to other parties and circumstances.

XVIII.	EXTENT OF AGREEMENT

	This Agreement, together Exhibits A, B, and C, constitutes the entire understanding between the City and the Contractor with respect to the subject matter of the Agreement and it supersedes, unless otherwise incorporated by reference herein, all prior representations, negotiations, agreements or understandings whether written or oral.  Neither party has relied on any prior representations, of any kind or nature, in entering into this Agreement.  No terms or conditions of either party’s invoice, purchase order or other administrative document shall modify the terms and conditions of this Agreement, regardless of the other party’s failure to object to such form. This Agreement shall be binding on and shall inure to the benefit of the parties to this Agreement and their permitted successors and permitted assigns and nothing in this Agreement, express or implied, is intended to or shall confer on any other person or entity any legal or equitable right, benefit, or remedy of any nature whatsoever under or by reason of this Agreement.  This Agreement may only be altered, amended or modified by written amendment signed by the Contractor and the City.    This Agreement may be executed in counterparts, each of which shall be deemed an original, but all of which together shall be deemed to be one and the same agreement.  


XIX.	ELECTRONIC TRANSACTION
The parties agree that signatures on this Agreement may be delivered electronically in lieu of an original signature and agree to treat electronic signatures as original signatures that bind them to this Agreement.  This Agreement may be executed and delivered by facsimile and upon such delivery, the facsimile signature will be deemed to have the same effect as if the original signature had been delivered to the other party.


XX.	EFFECTIVE DATE
This Agreement will become effective when all parties have signed it.  The Effective Date of this Agreement will be the date this Agreement is signed by the last party to sign it.

[REMAINDER OF PAGE LEFT BLANK; SIGNATURE PAGE FOLLOWS]






	
FOR 5 LAKES ENERGY LLC

	
FOR THE CITY OF ANN ARBOR 
	

	

By_________________________

Name:______________________

Title:_______________________


Date: ______________________
	

By ________________________________
     Christopher Taylor, Mayor



By ________________________________
      Jacqueline Beaudry, City Clerk

Date: ______________________________


	

	
   
	Approved as to substance



__________________________________
Missy Stults, Sustainability and Innovations



__________________________________
Milton Dohoney Jr., City Administrator

	

	


	
Approved as to form and content



__________________________________
Atleen Kaur, City Attorney     
	




EXHIBIT A
SCOPE OF SERVICES

1. BACKGROUND
Except for a small portion of the City’s electricity which is supplied by alternative suppliers (which is unlikely to grow given statutory limitations), the City of Ann Arbor, Michigan is served exclusively by DTE Electric Company (“DTE”) for in-city electricity supply. DTE’s service is provided under a “Foote Act” (Act 282 of 1905) franchise, which made any electric utility franchise that had been granted by a local government prior to 1905 permanent and not open to renegotiation. Thus, when assessing Ann Arbor’s utility options, the only alternatives that should be evaluated are those that are legal under current Michigan law: work with their incumbent utility; form a traditional municipal electric utility; or create a supplemental municipal utility, such as a Sustainable Energy Utility (SEU).[footnoteRef:2]  [2:  The City already has non-profit municipal water supply, wastewater treatment , and stormwater treatment utilities.] 


Legally, the Foote Act leaves the City two possible structures for creating a municipal electric utility (with variations within each), as well as options to work collaboratively with the utility:
· Sole Provider. Become the sole provider of electricity by "taking” DTE’s franchise (paying them for all physical property needed to provide service to DTE customers in Ann Arbor as well as the value associated with their monopoly).
· Additional Provider. Create a municipal utility that gives customers of DTE in Ann Arbor more energy options without using DTE’s infrastructure (a form of which, the SEU, the City is currently exploring, as described below). 
· Collaboration. Find pathways to collaborate with DTE or use external market forces to achieve local sustainability and clean energy goals. 

A group of residents have been advocating for consideration of the first option, also known as a traditional municipalization initiative. 

Until recent advances in technology, the second option wasn't practical because it involves investing a large amount of money to duplicate the poles, wires, etc. (i.e., distribution system), and often the central generating plant, for an unknown number of customers. With more recent advances in “distributed” energy resources like solar panels and battery storage, the ability for a single customer to be served by multiple utilities is now more feasible. As such, the City of Ann Arbor has been investigating a pathway to achieve its clean energy and equity goals through the creation of an additional, or supplemental utility – known as a Sustainable Energy Utility (SEU). 

The City has also been investigating a suite of collaborative solutions (third option), including the creation of a community solar program, virtual Power Purchase Agreements, intervening in regulatory filings to push for new offerings from the current utility (e.g., the creation of Power Reduction Agreement options for reducing carbon), and scaling up distributed energy systems.[footnoteRef:3]  [3:  The City also has participated in efforts for legislative change, but this analysis should explore only those options that are currently available to the City.  ] 


While all options may be available, the City expects this options analysis to define the best economic, technical, and social path(s) forward to ensure its achievement of established sustainability, climate, and equity goals. 


Ann Arbor’s Sustainability, Climate, and Equity Goals
In November of 2019, Ann Arbor City Council adopted a climate emergency declaration and set the goal of achieving a just transition to community-wide carbon neutrality by the year 2030. In June of 2020, the City Council unanimously adopted the plan, framework, and programs to achieve this goal – known as A2ZERO. 

One of the core strategies within A2ZERO is a just transition of energy consumption from fossil fuel-based to 100% renewable energy-based generation sources. Recognizing the importance of transitioning the electric supply to renewable energy, in January of 2021, Ann Arbor City Council unanimously adopted a series of Energy Criteria and Principles that lay out the core concepts that the City is looking to maximize as it makes energy-related decisions. The adopted Energy Criteria and Principles include:

· Reducing greenhouse gas emissions (e.g., minimizing fossil fuel combustion)
· Additionality (ensuring projects are additional to what would get built without the City’s investment)
· Social Equity
· Enhancing resilience of the energy system
· Maximizing local clean energy generation 
· Speed at which solutions can be deployed 
· Scalability and transferability of concepts to other communities in Michigan and throughout the U.S.
· Cost effectiveness of solutions 

The City has been exploring various options to achieve our goal of powering the community with 100% renewable energy, including scaling up distributed energy resources, advancing state-level legislation to enable Community Choice Aggregation, subscribing in DTE’s MIGreenPower program (including in creating the first community solar program available to any customer in DTE’s service territory, signing a virtual Power Purchase Agreement, and/or a virtual Power Reduction Agreement), creating a supplemental municipal Sustainable Energy Utility, and undertaking a more traditional electric municipalization approach.  


2. OBJECTIVE

The City of Ann Arbor is seeking proposals from qualified and responsive firms to provide professional, technical, and economic consulting services to holistically evaluate the energy-related options available to the City to support its goal of a just transition to community-wide carbon neutrality by 2030. The City is interested in obtaining a holistic understanding of the supply-and demand-side pathways to achieve its goals and is looking for unbiased and decision-supportive information to inform next steps to equitably power the Ann Arbor community with 100% renewable energy. The City is looking to identify solutions that are highly aligned with the City’s adopted Energy Criteria and Principles, that respect Michigan law, that align with the A2ZERO plan and associated timeline, and that would rapidly and cost-effectively reduce greenhouse gas emissions.  

The City realizes that more than one option may be needed to meet its goals. As such, the City is looking for professional consulting support to undertake three lines of investigation as defined in following task descriptions: 

1. Creation of an energy options analysis that provides details about the various pathways the City could take to achieve its clean energy goals (inclusive of traditional municipalization and creation of a supplemental municipal electric utility). 
2. Traditional Electric Utility Municipalization Feasibility Study 
3. Two-Phase Rate Analysis for a Municipal Sustainable Energy Utility

To standardize assumptions, the City requests that all labor-related cost estimates for each evaluated option use prevailing wage, at a minimum, and ideally, the estimated cost of employing trade labor.  The City will provide available key financial data such as energy consumption statistics and current infrastructure status (e.g., existing solar systems, pursuit of a large landfill solar array) to the Consultant.  The Consultant will document all findings from these tasks in a draft report for City review and, after incorporation of City comments, a final report that contains all native files (e.g., cost estimates).  A timeline for accomplishing this work and all related assumptions shall be furnished in bidder’s proposal. The bidder shall also include the costs for bi-weekly project update teleconferences with City staff, targeted data collection trips to City, and at least one public presentation of the report’s conclusions at a mutually agreeable date/time in the City. 

All interested bidders should provide bids that price out each of the first three tasks individually (in a separate sealed envelope). The City may choose separate vendors to complete each task but all tasks must be completed in their entirety, as outlined below.  All vendors should also assume they will be completing tasks 4 and 5. 


3.	REQUIREMENTS / TASKS

Task 1: Energy Options Analysis 
The City is seeking a detailed options analysis that outlines the cost, timeline, benefits, and drawbacks to a series of energy procurement options that could be employed to meet the City’s goal of powering the entire community with 100% renewable energy. The City has identified some initial pathways, but bidders are expected to propose other pathways and have the skills needed to conduct a thorough analysis of the viability of such pathways. Options initially identified by the City under this task include: community-wide subscription in DTE’s MIGreenPower program via a Virtual Power Purchase Agreements (VPPA or contract for differences), Virtual Power Reduction Agreements, expansion of existing on-site solar and energy storage projects, community solar deployment, creation of a Sustainable Energy Utility (the City will work with Consultant, as needed, regarding this concept but bidders should review the report found here, and the creation of a traditional municipal utility (see Task 2). Again, the Consultant may propose other options/pathways as well as potential combinations of options to meet the City’s goals. 

For each option, the City requests: 
· Basic technical description of scope/expanse/configuration
· Economic modeling of the life cycle costs, as well as upfront costs to initiate
· A realistic timeline for action
· Process steps to implement option, any legal requirements to execute, or other necessary steps
· An evaluation of how well each option or combinations thereof align with:
· The City’s goal of community-wide carbon neutrality by 2030 (all options must meet this criteria)
· The goal of powering the community with 100% renewable energy
· A2ZERO and its three principles of equity, sustainability, and transformation
· The City’s adopted Energy Criteria and Principles (see previous)
· The goal of achieving a just transition, where relevant, for workers in the fossil fuel industry. 

The Consultant may stack options together and propose more than one recommended solution that meets the City’s needs and goals. Each potential energy option/pathway, however, must also be assessed independently so that the City has the requisite information to make informed choices. 


Task 2: Traditional Electric Utility Municipalization Feasibility Study 
It is expected that the Consultant will, at a minimum, conduct the tasks noted below to help the City understand the technical and financial viability of a traditional municipalization effort (i.e., a taking of the necessary equipment and property rights of our incumbent utility) as one of the evaluated options. 

Technical Assessments:
· Prepare a boundary map of the proposed service area. This map should also delineate the transmission, substation, and distribution system facilities in Ann Arbor necessary to provide such service, and the point at which a municipal utility would interconnect with ITC’s transmission grid. 
· Using historic, econometric, and other data as appropriate, prepare projections of potential electrical load and numbers of customers to be served (by category—residential, commercial, industrial) by a municipal electric utility over a 20-year horizon. The projections of potential loads should include energy and capacity loads, as well as diurnal, monthly and annual load shapes. Such projections should consider distributed generation, energy efficiency and demand response efforts, including alignment with the MI Healthy Climate Plan and achievement of A2ZERO. 
· Conduct a direct engineering assessment of local DTE infrastructure including an assessment of the quality of assets and any needed repair or replacement costs (including to distribution systems substations). Include age, condition, and state of technology. The City expects field visits to be a part of this task to ensure the thoroughness of results.  
· A specific determination of which facilities would likely need to be acquired and/or constructed as part of the establishment of a new municipal electric utility (e.g., distribution system, sub-transmission, and substation facilities; generation; operations center, warehousing, etc.). Address the potential advantages and disadvantages of municipal ownership of distribution facilities, and any transmission facilities and/or substations needed to provide service to all of Ann Arbor. Identify any system capital improvements planned for installation in Ann Arbor by DTE in the next five (5) years, and for the subsequent fifteen (15) years if available. In addition to other research, the Contractor should plan to utilize distribution plan and other filings with the Michigan Public Service Commission in accomplishing this task. 
· If applicable, identify potential severance issues at the boundaries of the acquisition area to be served by the municipal electric utility.
· Provide estimates over a 20-year horizon of the energy efficiency, distributed generation, and demand response resources that are likely to be technically achievable and economic by a municipal utility, compared to the energy efficiency, distributed generation and demand response resources likely to be achieved in Ann Arbor under DTE during a comparable period.  Such analyses should be informed by the most recent statewide potential studies completed by the Michigan Public Service Commission.
· Identify the known or potential operational risks or concerns that should be considered by the City when considering the formation of a municipal electric utility (such as response to major outages following a windstorm, and extreme hot or cold weather situations).
· Provide estimates for how, if at all, a municipal utility would impact electric reliability in comparison to DTE. This includes an analysis of the types of investments that would be needed in DTE infrastructure, if procured, to ensure elevated reliability.  
· Provide a professional assessment as to the feasibility of creating a viable municipal electric utility that can provide reliable, clean (100% renewable) power at comparable rates to incumbent utility while ensuring reliability in delivery. 
· Provide a list of potential socially responsible initiatives that the City may consider as part of creating a municipal electric utility (e.g. low interest loans, supplementing power to certain lower income homes, senior programs, etc.) and the likely cost of such programs.  To the extent DTE offers such programs today, the analysis should report on the cost of continuing such programs for City residents.


Financial Assessments: 
Estimate the comprehensive start‐up, operational, and maintenance cost of establishing a municipally owned electric distribution system for the City. This includes:
· An asset valuation for all the requisite infrastructure the City would have to acquire from the incumbent utility through a buy out or condemnation, or the assets the City could have to build, to make a municipal electric utility feasible. This should be a reliable estimate of book value of all the facilities that would need to be acquired, upgraded, or built to make the municipal utility operational and in compliance with state and federal energy regulations. The methodology used needs to be clearly documented and replicable. 
· Costs associated with any separation, reintegration, and stranded asset that the municipal utility would likely be responsible for. If relevant, estimated costs to participate in state or federal stranded cost proceedings or the costs to build transmission lines should be identified. 
· Costs to acquire the landfill solar project and any other generation acquisition costs. 
· The cost for professional services related to acquisition and start-up. 
· Ongoing costs for regulatory compliance, including but not limited to costs of mandatory filings for MISO, the MPSC and FERC.  
· Identification and recommendation of options and costs for a municipal utility to develop and/or contract for business systems to handle customer service, billings, collections, on-bill financing, and other systems that may be needed to perform operation and maintenance, such as crew dispatch, SCADA, and appropriate physical and cybersecurity. Where applicable, identify opportunities to leverage existing City infrastructure or partnerships with other municipal utilities. 
· Other estimated start-up costs, including staffing costs. 
· The combined annual all-in operations and maintenance costs.
· The expected annual revenue requirement for rates the first 20 years of operation needed to fund and operate a municipal electric utility, including identification of all major cost elements (e.g., acquiring capital equipment, human power needs and costs, project capital acquisition and replacement costs, power generation costs, projected revenue). Provide the expected annual revenue requirement with the same level of detail for rates for a comparable period for electric service to Ann Arbor by DTE. Using the foregoing 20-year annual revenue requirement for the municipal electric utility and DTE’s forecast retail rates for the same period, provide a comparison of forecast retail rates for the municipal electric utility and DTE for a 20-year period. Note, the City requires estimates for generating electricity from renewable energy so this must be factored into the revenue requirements and rate analysis. 
· Identify and recommend options for potential financing mechanisms, including an evaluation of their relative advantages and disadvantages. This should include details about start-up costs and debt service, including amounts and schedules. This should also include any information relevant to impacts to the City’s borrowing capacity, impacts on the city’s financial rating, and a financial risk assessment/sensitivity analysis such as insurance requirements specific to Michigan. 
· Reasonable estimates on cost to underground the utility lines and what size revenue streams might support this effort
· Estimated power supply costs – emphasizing costs to power the utility with 100% renewable energy and ideally as much local renewable energy as feasible (ensuring 24/7 reliability). These estimates should take into consideration regional energy markets as well as local commitments to electrification, as outlined in the A2ZERO plan. This includes a basic market analysis to understand the prevailing energy, capacity, and delivery costs available in MISO and examining, among other relevant mechanisms, day-ahead and real-time market prices, as well as methods for ensuring procurement of renewable resources, including the status and availability clean energy power purchase agreements in the region and in MISO Zone 7. The output of this estimate should be a range (i.e., low, median, high) of reasonably expected costs for a new municipal electric utility to procure or generate carbon-free energy. 
· Provide an assessment on power supply resource planning for the next 20 years. The resource plan should investigate the options to build renewable generation facilities, long-term market purchase agreements, required power storage capacity, and infrastructure updates, respectively. 
· Any additional modeling of future DTE rates against the potential municipal electric utility rates. For the largest twenty electricity users in the service area, compare projected electricity costs over twenty years under current provider to the municipally owned provider. 
· Evaluate possible lost revenue to the City due to acquisition and operation of the electrical system and identify mechanisms for compensating the City for lost revenue

Other Assessments/Activities
· Identify and detail recommendations for addressing the legal regulatory and operational issues involved in acquisition and operation of a municipal utility. Particular attention should be given to an evaluation of stranded investment costs in Michigan and federal regulatory structure/environment.
· If deemed economically feasible, define the tasks/actions and professional services necessary to proceed with a municipalization effort specific to the Michigan regulatory and legislative environment. Provide a detailed timeline of likely events. 
· In cooperation with staff, prepare and present findings of Task 2 analyses at up to three (3) City scheduled public meetings
· Provide a statement of the strengths, weaknesses, opportunities, and threats to the creation of a municipal power utility for Ann Arbor, MI.
· An assessment of how well a traditional municipal utility aligns with: 
· The City’s goal of community-wide carbon neutrality by 2030 (a requirement)
· The goal of powering the community with 100% renewable energy
· A2ZERO and its three principles of equity, sustainability, and transformation
· The City’s adopted Energy Criteria and Principles
· The goal of achieving a just transition, where relevant, for workers in the fossil fuel industry. 


Task 3: Conduct a Rate Analysis for a Sustainable Energy Utility
As indicated above, the City of Ann Arbor has been studying the possibility of creating a supplemental, municipal sustainable energy utility (SEU). In its first phase, this SEU would supplement the incumbent utility by initially providing behind the meter solar and energy storage solutions, along with support for deep energy waste reduction and beneficial electrification. The City requests that the Consultant work with City staff to define a reasonable framework and then conduct a rate analysis for the SEU.  The framework will expand on the Task 1 definition and examine key topics such as timelines for asset deployment, right-of-way use, legal issues, aggregation and battery function, impact on DTE standby rates, and other factors that will shape capital and operating costs, upon which rates will be structured.  

More specific details such as adoption numbers for modeling the rate analyses will be provided to the Consultant. For now, bidders should assume they will be modeling rates under 5 scenarios: 
· Very low enrollment (1,000 – 2,500 subscribers)
· Low enrollment (2,501-5,000 subscribers)
· Modest enrollment (5,001- 10,000 subscribers)
· High enrollment (10,001-20,000 subscribers)
· Extremely high enrollment (20,001-50,000 subscribers)
 
Rates will be modeled based on the assumption that the SEU will install a municipally owned 7kW solar system and battery at each home or business, with 20-year operations and maintenance period and capitalization. More specific parameters will be shared with the winning bidder. For now, interested applicants should providing pricing to conduct a rate analysis for these 5 scenarios. 


TASK 4: FINAL DOCUMENTS AND PRESENTATIONS
The Consultant is expected to deliver a final, technical report that includes documentation of all findings from Tasks 1-3. It is expected that at least one iteration of the final report will be necessary. The final report should contain all native files (e.g., cost estimates) and assumptions used to complete Tasks 1-3.  In addition, the Consultant shall deliver a short, summary for policy makers that outlines the major findings and recommendations from Tasks 1-3. In both the summary for policy makers and the full technical report, the consultant should provide proposed next steps and a preferred course of action to meet the City’s previously stated goals and objectives. The final technical report should include separate chapters for each of the three main tasks in this request for proposals. Each chapter (aka, the results from the individual tasks) should be capable of standing on its own. 

In addition, the Consultant will be required to work with City staff to present research findings at a minimum of 3 public meetings (i.e., City Council, Energy Commission, and the general public). The Consultant should assume at least one round of iterations on presentation materials with City staff. All final reports, native files, presentations, and other materials must be transmitted digitally and via a memory stick or similar device at the conclusion of the project.  


TASK 5: REGULAR CHECK-INS WITH CITY STAFF
Each bidder should factor in weekly check-ins with City staff to discuss, strategize, and report on progress on the above tasks. Each meeting should be at least 30 minutes and may take up to 60 minutes.  

EXHIBIT B
 COMPENSATION


General

Contractor shall be paid for those Services performed pursuant to this Agreement inclusive of all reimbursable expenses (if applicable), in accordance with the terms and conditions herein.  The Compensation Schedule below/attached states nature and amount of compensation the Contractor may charge the City:

	Task One: Energy Options Analysis
	$128,934

	Task Two: Traditional Electric Utility Municipalization Feasibility Study
	$148,233

	Task Three: Conduct a Rate Analysis for a Sustainable Energy Utility
	$58,000

	Task Four: Final Documents and Presentations 
	$79,694

	Task Five: Regular Check-Ins with City Staff
	$43,936

	TOTAL
	$458,797



Invoices should be sent monthly, outlining key staff working on each task, the hours billed, the rate per hour, and total costs. 



EXHIBIT C 
INSURANCE REQUIREMENTS

From the earlier of the Effective Date or the Commencement Date of this Agreement, and continuing without interruption during the term of this Agreement, Contractor shall have, at a minimum, the following insurance, including all endorsements necessary for Contractor to have or provide the required coverage.
1. The Contractor shall have insurance that meets the following minimum requirements: 

1.	Professional Liability Insurance or Errors and Omissions Insurance protecting the Contractor and its employees in an amount not less than $1,000,000.

2.	Worker's Compensation Insurance in accordance with all applicable state and federal statutes. Further, Employers Liability Coverage shall be obtained in the following minimum amounts:

Bodily Injury by Accident - $500,000 each accident
Bodily Injury by Disease - $500,000 each employee
Bodily Injury by Disease - $500,000 each policy limit

3.	Commercial General Liability Insurance equivalent to, as a minimum, Insurance Services Office form CG 00 01 04 13 or current equivalent. The City of Ann Arbor shall be an additional insured. There shall be no added exclusions or limiting endorsements that diminish the City’s protections as an additional insured under the policy.  Further, the following minimum limits of liability are required:

$1,000,000	Each occurrence as respect Bodily Injury Liability or Property Damage Liability, or both combined
$2,000,000	Per Project General Aggregate
$1,000,000	Personal and Advertising Injury


4.	Motor Vehicle Liability Insurance equivalent to, as a minimum, Insurance Services Office form CA 00 01 10 13 or current equivalent.  Coverage shall include all owned vehicles, all non-owned vehicles and all hired vehicles. The City of Ann Arbor shall be an additional insured. There shall be no added exclusions or limiting endorsements that diminish the City’s protections as an additional insured under the policy.  Further, the limits of liability shall be $1,000,000 for each occurrence as respects Bodily Injury Liability or Property Damage Liability, or both combined.

5.	Umbrella/Excess Liability Insurance shall be provided to apply in excess of the Commercial General Liability, Employers Liability and the Motor Vehicle coverage enumerated above, for each occurrence and for aggregate in the amount of $1,000,000.


B.	Insurance required under A.3 and A.4 above shall be considered primary as respects any other valid or collectible insurance that the City may possess, including any self-insured retentions the City may have; and any other insurance the City does possess shall be considered excess insurance only and shall not be required to contribute with this insurance. Further, the Contractor agrees to waive any right of recovery by its insurer against the City for any insurance listed herein.

C.	Insurance companies and policy forms are subject to approval of the City Attorney, which approval shall not be unreasonably withheld.  Documentation must provide and demonstrate an unconditional and unqualified 30-day written notice of cancellation in favor of the City of Ann Arbor. Further, the documentation must explicitly state the following: (a) the policy number(s); name of insurance company; name(s), email address(es), and address(es) of the agent or authorized representative; name and address of insured; project name; policy expiration date; and specific coverage amounts; (b) any deductibles or self-insured retentions, which may be approved by the City in its sole discretion; (c) that the policy conforms to the requirements specified. Contractor shall furnish the City with satisfactory certificates of insurance and endorsements prior to commencement of any work. If any of the above coverages expire by their terms during the term of this Agreement, the Contractor shall deliver proof of renewal and/or new policies and endorsements to the Administering Service Area/Unit at least ten days prior to the expiration date.
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