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Legislative File No:  2006-0800 Version 3

TO:

Mayor and City Council Members
FROM:
Bob Srogi, Facilities Operations Manager

DATE:
January 16, 2008
SUBJECT:
Electric Energy for City Facilities

REQUEST:

City Council authorization to increase the blanket purchase order for the purchase and delivery of electric energy for City facilities form DTE Energy, Detroit, Michigan and Michigan Municipal Risk Management Authority, Livonia, Michigan, in the amount of $40,785 for a new not-to-exceed total of $429,255.00 for the 2007 DTE/MMRMA blanket purchase order.

REASON FOR PURCHASE:

As a member of the Michigan Municipal Risk Management Association (MMRMA) Electric Choice Program, the City participates in a joint community purchase for electrical power.  The City purchases its electric energy for City Hall, Public Safety Building and the DPS Garage through the program from an alternate electricity supplier.  The smaller City facilities do not benefit from the cost savings of the larger buildings and will continue to receive electrical energy and its delivery from DTE Energy.

This is a request to increase the blanket purchase order for electrical utilities.  Expenses during 2007 have resulted in a shortfall to the blanket but have not adversely impacted the bottom line of the 2007 Facilities budget.  This request attempts to describe the circumstances that have resulted in the under funded electrical utility blanket for 2007 and the asked for increases to the blanket.  Budget expense history for electrical utilities, as well as, DTE and MMRMA cost estimates are furnished to demonstrate how the blankets increase of $40,785 was determined.  This information is also, provided to show the budget cost for electricity is relative to past years and that the increase in the blanket is necessary to cover expenses from 2006 that created the initial shortfall.  The 2007 budget will reach $384,558 while the blanket requires $429,255 to pay all the electrical bills charged against it.

Based on past budget history, electrical utilities have totaled $343,652 in 2005, $364,263 in 2006 and are anticipated to reach $384,558 for 2007.  A 5.7% increase in electrical cost was realized in 2006 over 2005 and a probable increase for 2007 of 5.6% over 2006.

An amount of $50,509 for 2006 electrical bills was charged against the 2007 blanket, which reduced available funds for the blanket from $305,470 to $254,961.

The beginning 2007 balance of $305,470 plus the approved October increase of $83,000 plus this requested increase of $40,785 ($5,812 balance owing, $12,760 estimated December DTE expenses, $22,213 estimated MMRMA expenses plus 8% safe guard) will result in sufficient funds of $429,255 to satisfy the 2007 electrical utilities charged to the blanket purchase order.

Utility usage at city facilities will continue to be evaluated and methods to reduce the cost of utilities will persist.
PROCESS:

Vendor Name and Address:

DTE Energy




Michigan Municipal Risk Management Authority

PO Box 2859




14001 Merriman

Detroit, MI 48260



Livonia, MI 48154

Reason for Selection:
Best Value

Method of Purchase:
Blanket Purchase Order

BUDGET:

	Fund Name
	Department Account No
	Account No.

Description
	Budget Amount 
	Cost
	Remaining Budget

	Facilities
	631.923000
	Electric Utility
	$388,470
	$429,255
	($40,785)

	
	
	
	
	
	

	
	
	
	
	
	


RECOMMENDATION:

It is recommended that City Council authorize the increase of the blanket purchase order for the purchase and delivery of electric energy for City facilities from DTE Energy, Detroit, Michigan and Michigan Municipal Risk Management Authority, Livonia, Michigan in the amount of $40,785 for a new not-to-exceed total of  $429,255 for the 2007 DTE/MMRMA blanket purchase order.

RESOLUTION

NEXT AGENDA ITEM

RETURN TO AGENDA

	APPROVALS:
	SIGNATURE
	DATE

	Department Review
	
	

	Department Director
	
	

	Budget Content:

Finance Director
	
	

	Purchasing Process:

Supervisor of Procurement
	
	

	Mayor
	
	

	City Council Liaison
	
	


