CONSULTANT CONTRACT


This Contract is by and between the City of College Station, a Texas Municipal Home-Rule Corporation (the “City”) and Navigant Consulting, Inc., a Delaware Corporation (the “Contractor”), whereby Contractor agrees to perform and the City agrees to pay for the work described herein.

ARTICLE I

1.01
This Contract is for Strategic Plan for Electric Deregulation (the “Project”).  The scope and details of the work to be provided to the City by Contractor are set forth in Exhibit “A” to this Contract and are incorporated as though fully set forth herein by reference.  Contractor agrees to perform or cause the performance of all the work described in Exhibit “A.”


1.02
Contractor agrees to perform the work described in Exhibit “A” hereto and the City agrees to pay Contractor a fee based on the rates set forth in Exhibit “B” to this Contract for the services performed by Contractor. The invoices shall be submitted to the City following the 15th day and the last day of each month.  The payment terms are net payable within thirty (30) calendar days of the City’s receipt of the invoice.  Upon termination of this Contract, payments under this paragraph shall cease, provided, however, that Contractor shall be entitled to payments for work performed in accordance with this Contract before the date of termination and for which Contractor has not yet been paid.


1.03
The total amount of payment, including reimbursements, by the City to Contractor for all services to be performed under this Contract may not, under any circumstances, exceed 

Two-Hundred and Fifty Thousand Dollars($250,000).


1.04
The City may from time to time request changes in the scope and focus of the activities, investigations, and studies conducted or to be conducted by Contractor pursuant to this Contract, provided, however, that any such change that in the opinion of Contractor, the City Manager, or the City’s Project Manager varies significantly from the scope of the work set out herein and would entail an increase in cost or expense to the City shall be mutually agreed upon in advance in writing by Contractor and the City’s Project Manager.  Written change orders may be approved by the City Manager or his delegate provided that the change order does not increase or decrease the amount set forth in paragraph 1.03 of this Contract by more than Fifteen Thousand ($15,000.00).  Changes in the scope that would require an expenditure by the City of more than Fifteen Thousand Dollars ($15,000.00) shall be approved in advance by the City Council.  Any request by the Contractor for an increase in the Scope of Services and an increase in the amount listed in paragraph 1.03 of this Contract shall be made and approved by the City prior to the Contractor providing such services or the right to payment for such additional services shall be waived.

1.05
Except as provided in Article VI hereinbelow, the term of this Contract shall be for one (1) year from the effective date of this Contract.  Thereafter, upon the mutual consent of both parties, including budget approval by the City, this Contract may be renewed on an annual basis, under the same terms and conditions, thereafter for up to two (2) additional years (three (3) years total).  If, for any reason, funds are not appropriated to continue the contract, the contract shall become null and void and shall terminate.
1.06
Time is of the essence of this Contract.  The Contractor shall be prepared to provide the professional services in the most expedient and efficient manner possible in order to complete the work by the times specified.


1.07
At any time, the City may terminate the Project for convenience, in writing.  At such time, the City shall notify Contractor, in writing, who shall cease work immediately.  Contractor shall be compensated for the services performed.  In the event that the City terminates this Contract for convenience, the City shall pay Contractor for the services performed and expenses incurred prior to the date of termination.


1.08
Contractor promises to work closely with the City Manager or his designee (the "Project Manager") or other appropriate City officials.  Contractor agrees to perform any and all Project-related tasks reasonably required of it by the City in order to fulfill the purposes of the work to be performed.  The work of Contractor under this Contract may be authorized by the Project Manager in various phases as set forth in Exhibit “A.”
1.09
In all activities or services performed hereunder, the Contractor is an independent contractor and not an agent or employee of the City.  The Contractor, as an independent contractor, shall be responsible for the final product contemplated under this Agreement.  Except for materials furnished by the City, the Contractor shall supply all materials, equipment and labor required for the execution of the work on the Project.  The Contractor shall have ultimate control over the execution of the work under this Contract.  The Contractor shall have the sole obligation to employ, direct, control, supervise, manage, discharge, and compensate all of its employees and subcontractors, and the City shall have no control of or supervision over the employees of the Contractor or any of the Contractor's subcontractors except to the limited extent provided for in this Contract.  Contractor shall be liable for any misrepresentations.  Any negotiations by the Contractor on the City’s behalf are binding on the City only when within the scope of work contained herein and approved by the City.

ARTICLE II


2.01
The City shall direct Contractor to commence work on the Project by sending Contractor a "letter of authorization" to begin work on the Project.  


2.02
Upon receipt of the letter of authorization to begin work on the implementation of the Project, Contractor shall meet with the City for the purpose of determining the nature of the Project, including but not limited to the following:  meeting with the City’s staff to coordinate Project goals, schedules, and deadlines; coordinating data collection; briefing the City’s management staff; documenting study assumptions and methodologies; devising the format for any interim reports and the final report to the City.  


2.03
Contractor shall consult with the City and may, in some limited circumstances, act as the City’s representative, but it is understood and agreed by the parties that for all purposes related to this Contract, Contractor shall be an independent contractor at all times and is not to be considered either an agent or an employee of the City.  

ARTICLE III


3.01
As an experienced and qualified professional, Contractor warrants that the information provided by Contractor reflects high professional and industry standards, procedures, and performances.  Contractor warrants the design, preparation of drawings, the designation or selection of materials and equipment, the selection and supervision of personnel, the fitness and operation of its recommendations, and the performance of other services under this Contract, pursuant to a high standard of performance in the profession.  Contractor warrants that it will exercise diligence and due care and perform in a good and workmanlike manner all of the services pursuant to this Contract.  Approval or acceptance by the City of any of Contractor’s work product under this Contract shall not constitute, or be deemed, a release of the responsibility and liability of Contractor, its employees, agents, or associates for the exercise of skill and diligence necessary to fulfill Contractor’s responsibilities under this Contract.  Nor shall the City’s approval or acceptance be deemed to be the assumption of responsibility by the City for any defect or error in the Project’s work products prepared by Contractor, its employees, associates, agents, or subcontractors. 

3.02
Contractor shall keep the City informed of the progress of the work and shall guard against any defects or deficiencies in its work. 

3.03
Contractor shall be responsible for using due diligence to correct errors, deficiencies or unacceptable work product.  Contractor shall, at no cost to the City, remedy any errors, deficiencies or any work product found unacceptable, in the City’s sole discretion, as soon as possible, but no longer than fifteen (15) calendar days after receiving notice of said errors, deficiencies or unacceptable work product.  


3.04
Contractor’s work product shall be the exclusive property of the City.  Upon completion or termination of this Contract, Contractor shall promptly deliver to the City all records, notes, data, memorandum, models, and equipment of any nature that are within Contractor’s possession or control and that are the City’s property or relate to the City or its business.

ARTICLE IV


4.01
Indemnification.  Contractor agrees to and shall indemnify and hold harmless and defend the City, its officers, agents, and employees from and against any and all claims, losses, damages, causes of action, suits and liability of every kind, including all expenses of litigation, court costs, and attorney's fees, for injury to or death of any person, for damage to any property, or for any breach of contract, arising out of, or in connection with the work done by Contractor under this Contract.  In the event of personal injury to or death of Contractor' employees, such indemnity shall apply regardless of whether the claims, losses, damages, causes of action, suits or liability arise in whole or in part from the negligence of the City.  Such indemnity shall not apply, however, to liability arising from the personal injury, death, or property damage of persons other than the Contractor or its employees where such liability is caused by or results from the negligence of the City.


4.02
Contractor assumes full responsibility for the work to be performed hereunder and hereby releases, relinquishes, and discharges the City, its officers, agents, and employees from all claims, demands, and causes of action of every kind and character, including the cost of defense thereof, for any injury to or death of any person (whether employees of either of the parties hereto or other third parties) and any loss of or damage to property (whether property of either of the parties, their employees, or other third parties) that is caused by or alleged to be caused by, arising out of, or in connection with Contractor’s work to be performed hereunder.  This release shall apply regardless of whether said claims, demands, and causes of action are covered, in whole or in part, by insurance and regardless of whether such loss, damage, injury, or death was caused in whole or in part by the negligence of the City.

ARTICLE V

5.01
The Contractor agrees to maintain the types and amounts of insurance required in this Contract throughout the term of the Contract.  The following insurance policies shall be required:



1.
Commercial General Liability.



2.
Automobile Liability.



3.
Workers' Compensation Insurance



4.
Professional Liability.

5.02
For each of these policies, the Contractor's insurance coverage shall be primary insurance with respect to the City, its officials, employees and volunteers.  Any insurance or self-insurance maintained by the City, its officials, employees or volunteers, shall be considered in excess of the Contractor's insurance and shall not contribute to it.  Certificates of insurance and endorsements shall be furnished to and approved by the City’s Risk Manager before any letter of authorization to commence planning will issue or any work on the Project commences.  No term or provision of the indemnification provided by the Contractor to the City pursuant to this Contract shall be construed or interpreted as limiting or otherwise affecting the terms of the insurance coverage. All Certificates of Insurance and endorsements shall be furnished to the City's Representative at the time of execution of this Agreement, attached hereto as Exhibit “C,” and approved by the City before work commences.
5.03
The Contractor shall include all subcontractors as additional insureds under its policies or shall furnish separate certificates and endorsements for each subcontractor.  All coverages for subcontractors shall be subject to all of the requirements stated herein.

5.04
General Requirements Applicable to All Policies.

(a)
Only insurance carriers licensed and admitted to do business in the State of Texas will be accepted.

(b)
Deductibles shall be listed on the certificate of insurance and are acceptable only on a "per occurrence" basis for property damage only.

(c)
"Claims made" policies will not be accepted, except for Professional Liability insurance.

(d)
Each insurance policy shall be endorsed to state that coverage shall not be suspended, voided, canceled, or reduced in coverage or in limits except after thirty (30) calendar days prior written notice has been given to the City of College Station by certified mail, return receipt requested.

(e)
Upon request, certified copies of all insurance policies shall be furnished to the City.

(f)
The certificates of insurance shall be prepared and executed by the insurance company or its authorized agent.  Each certificate shall contain the following provisions and warranties:  (a) that the insurance company is licensed and admitted to do business in the State of Texas; (b) that the insurance policy is underwritten on forms provided by the Texas State Board of Insurance or ISO; (c) all endorsements and coverages according to the requirements of this Contract; (d) the form of notice of cancellation, termination, or change in coverage provisions; and (e) original endorsements affecting coverage required by this Contract.

(g)
The City of College Station, its officials, employees, and volunteers are to be added as "Additional Insureds" to the Commercial (Public) Liability and Business Automobile Liability Policies.  The coverage shall contain no special limitations on the scope of protection afforded to the City, its officials, employees, and volunteers.

5.05
Commercial General Liability requirements:

(a)
Coverage shall be written by a carrier with an "A:VIII" or better rating in accordance with the current Best Key Rating Guide.

(b)
Minimum Combined Single Limit of $600,000 per occurrence for bodily injury and property damage.

(c)
Coverage shall be at least as broad as Insurance Service's Office Number CG 00 01.

(d)
No coverage shall be deleted from the standard policy without notification of individual exclusions being attached for review and acceptance.

(e)
The coverage shall include but not be limited to:  premises/operations; independent contracts, products/completed operations, contractual liability (insuring the indemnity provided herein), and where exposures exist, “Explosion Collapse and Underground” coverage.

5.06
Business Automobile Liability requirements:

(a)
Coverage shall be written by a carrier with an "A:VIII" or better rating in accordance with the current Best Key Rating Guide.

(b)
Minimum Combined Single Limit of $600,000 per occurrence for bodily injury and property damage.

(c)
The Business Auto Policy must show Symbol 1 in the Covered Autos portion of the liability section in Item 2 of the declarations page.

(d)
The coverage shall include owned or leased autos, non-owned autos, and hired cars.

5.07
Workers' Compensation Insurance requirements:
(a)
Employer's Liability limits of $100,000.00 for each accident is required.

(b)
"Texas Waiver of Our Right to Recover From Others Endorsement, WC 42 03 04" shall be included in this policy.

(c)
Texas must appear in Item 3A of the Worker's Compensation coverage or Item 3C must contain the following:  All States except those listed in Item 3A and the States of NV, ND, OH, WA, WV, and WY.

5.08
Professional Liability requirements:

(a)
Coverage shall be written by a carrier with a "A:VIII" or better rating in accordance with the current Best Key Rating Guide.

(b)
Minimum of $500,000 per occurrence and $500,000 aggregate.

(c)
Coverage must be maintained for two (2) years after the termination of this Contract.

ARTICLE VI


6.01
At any time, the City may terminate the Project for convenience, in writing.  At such time, the City shall notify Contractor, in writing, who shall cease work immediately.  Contractor shall be compensated for the services performed.  In the event that the City terminates this Contract for convenience, the City shall pay Contractor for the services performed and expenses incurred prior to the date of termination.

6.02
No term or provision of this Contract shall be construed to relieve the Contractor of liability to the City for damages sustained by the City or because of any breach of contract by the Contractor.  The City may withhold payments to the Contractor for the purpose of setoff until the exact amount of damages due the City from the Contractor is determined and paid.

ARTICLE VII


7.01
This Contract has been made under and shall be governed by the laws of the State of Texas.  The parties agree that performance and all matters related thereto shall be in Brazos County, Texas.  


7.02
Notices shall be mailed to the addresses designated herein or as may be designated in writing by the parties from time to time and shall be deemed received when sent postage prepaid U.S. Mail to the following addresses:





City:





City of College Station





Attn:
David Massey





P.O. Box 9960





College Station, Texas 77842





Contractor:





Navigant Consulting, Inc.





Attn:
Laura Doll





8310 Capital of Texas Highway N, Suite 385





Austin, TX 78731-1026


7.03.
Contractor, its employees, associates or subcontractors shall perform all the work hereunder.  Contractor agrees that all of its associates, employees, or subcontractors who work on this Project shall be fully qualified and competent to do the work described hereunder.  Contractor shall undertake the work and complete it in a timely manner.


7.04
The Contractor shall comply with all applicable federal, state, and local statutes, regulations, ordinances, and other laws, including but not limited to the Immigration Reform and Control Act (IRCA).  The Contractor may not knowingly obtain the labor or services of an unauthorized alien.  The Contractor, not the City, must verify eligibility for employment as required by IRCA.


7.05
No waiver by either party hereto of any term or condition of this Contract shall be deemed or construed to be a waiver of any other term or condition or subsequent waiver of the same term or condition.


7.06
This Contract and all rights and obligations contained herein may not be assigned by Contractor without the prior written approval of the City.


7.07
If any provision of this Contract shall be held to be invalid or unenforceable for any reason, the remaining provisions shall continue to be valid and enforceable.  If a court of competent jurisdiction finds that any provision of this Contract is invalid or unenforceable, but that by limiting such provision it may become valid and enforceable, then such provision shall be deemed to be written, construed, and enforced as so limited.


7.08
This Contract represents the entire and integrated agreement between the City and Contractor and supersedes all prior negotiations, representations, or agreements, either written or oral.  This Contract may only be amended by written instrument approved and executed by the parties.

7.09
The parties acknowledge that they have read, understood, and intend to be bound by the terms and conditions of this Contract.

7.10
This Contract will be effective when signed by the last party whose signing makes the Contract fully executed.

NAVIGANT CONSULTING, INC.


CITY OF COLLEGE STATION
By:






By:






Printed Name: Laura Doll

Lynn McIlhaney, Mayor

Title:
Director





Date:






Date:




ATTEST:

Connie Hooks, City Secretary
Date

APPROVED:

Thomas E. Brymer, City Manager
Date

City Attorney
Date

Charles Cryan, Director of Fiscal Services
Date

Exhibit “A”

Strategic Plan for Electric Deregulation

This assignment will involve Navigant Consulting, Inc. (NCI) providing consulting assistance to support the City of College Station’s (City) desire to develop and implement key elements of a Strategic Plan to prepare the City and its Electric Utility (Utility) to respond to electric deregulation.  Based on initial working meetings with City representatives, it is anticipated that the Strategic Plan Development and associated Plan Implementation Support will include, but not be limited to, the consideration and development of:

· Marketing strategies

· Education / strategies of key stakeholder(s)

· Assessment of opt-in vs. stay-out issues

· Customer service strategies

· Development of a distribution wires cost-of-service rate

· Organizational strategies

· Business Plan identifying the financial impact of new business strategies

The services to be performed under this contract will be phased.  The initial set of services will involve Strategic Plan Development (Plan Development).  Following the Plan Development and its formal adoption, NCI will facilitate the implementation of key elements of the Strategic Plan.  The full extent and focus of NCI’s assistance with Plan Implementation Support (Plan Implementation) can be better determined with the City subsequent to the completion of the Strategic Plan.

The following describes in detail planned activity by NCI to facilitate the Plan Development.  A discussion of probable scheduling of major elements in the Plan Development is presented.  Additionally, a budget for these Plan Development services is defined.  Due to the uncertainty in the specific content of key elements that will be included in the Strategic Plan, it is not possible to define NCI’s services for Plan Implementation phase to the same level of detail as for the Plan Development at this time.  In response to the City’s desire for a commitment from NCI for services in support of Plan Implementation, a very high level description of potential services is presented and a targeted budget is offered. Subsequent to the development and adoption of the Strategic Plan, a detailed scope of work, proposed schedule for work completion, and a revised budget will be developed and authorized by the City before work is initiated for the Plan Implementation services.

STRATEGIC PLAN DEVELOPMENT

Scope of Work

The explanation of the City’s desire for a Strategic Plan to address electric industry deregulation combines elements of both utility-wide and marketing-specific strategy.  The strategic planning will be accomplished by integrating a careful assessment of potential competitive position, the City’s strategic response to deregulation, and the implications of both of these for the marketing strategy and plan.  Refinements to the approach will be developed from a thorough and open discussion with the City about its needs, desired priorities, and current conditions within the City and the Utility.

The City’s response to deregulation and specific strategies it chooses to guide the future direction of its Utility, including new marketing directions, will result from work addressing three interactive issues: a Competitive Assessment; an evaluation of the City’s future position on retail competition; and the development of a Strategic Plan for the Utility. These three issues will build on each other and form the foundation for work in a fourth step to prepare additional detail development of key elements recommended in the Strategic Plan to shape the response to deregulation. The following briefly describes these four steps in the planning process:

· Competitive Assessment
Defines what the utility is capable of accomplishing -- how competitive the utility is and can be in a variety of areas that affect its ultimate performance in the market.

· Impacts of opting in/staying out
Identifies the impacts that opting in or staying out will have on the utility, the City and customers in areas such as City revenues, public opinion, and cost of power.

· Utility Strategic Plan
Updates what the utility wants to accomplish long-term, establishes direction and goals, and prioritizes the key initiatives that will enhance market position and value to customers.

· Strategic Plan Implementation
Identifies specific objectives and detailed programs for Plan Implementation including considerable focus on marketing, given the strategies, direction, objectives and competitive assessment developed above.

The following is a simple flow diagram presenting the flow and inter-relationship of these four planning elements.

PROPOSED APPROACH
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The following is a detailed discussion of the preparation of the three elements included in the Plan Development.

Competitive Assessment 

The Competitive Assessment identifies actions that the City could take to sustain or improve its position relative to peers or potential competitors.  It establishes a baseline to which the City’s desired future position (developed in step 3 and the subsequent Plan Implementation) can be compared to identify activities or ‘gaps’ to close.  The Competitive Assessment first takes advantage of work the Staff has developed to date.  NCI will supplement the Staff’s work with a review of internal documents, structured interviews and working meetings with key the City staff, and a series of other structured analyses that includes:

· Assessment of Texas’ electric restructuring law SB7, its implications for the City, and the future of ERCOT power markets

· Quantified customer research of the residential and business segments

· Benchmarking of the City against peer utilities and potential competitors on financial and operational indicators of performance

· Evaluation of competitors

The Competitive Assessment shall address the following topics:

· Conditions in which the utility must operate

· Deregulation – the specific requirements and conditions posed by SB7

· Relationship with City – City’s views on their expectations and the City performance

· Competitors – strengths and weaknesses of other area utilities, compared to the City

· Customers – customer satisfaction, customers’ views and image of the City, and potential switching behavior under competition

· Utility
· Financial – costs, capital structure, rates, fiscal management practices

· Energy supply – costs of and new opportunities in power supply

· Operations and engineering – reliability, power quality, planning, capital projects, maintenance, safety

· Economic development – community activities and attracting local businesses

· Employees and the organization – roles and responsibilities, communications and decision-making, attitudes toward competition, culture, human resources

· Marketing review
· Segment assessment – the size, growth, margins, services provided, and level of customer satisfaction in each customer segment

· Key accounts management – type and extent of key account planning, and the status of the City’s relationship with largest accounts

· Product offerings – power-related and other services available to customers

· Rate and billing offerings – range and scope of different rates and payment options

· New product development – identifying new ideas and developing business plans

· Customer service and customer contact – quality of customer contact, management of payment centers and call-ins, ways that customers can contact the utility

· Public communications, brand, and advertising – customers’ image of the utility and its brand, what messages the utility conveys about itself, what media it uses

Evaluating the impacts of the opt-in/stay-out decision 

The purpose of this planning step is to evaluate the impacts of opting in and staying out of competition on the Utility, the City, and the Utility’s customers.  NCI will work with the City staff closely to analyze the impacts of opting in and staying out.  It is recommended that analysis address the issues  included in the matrix below, identifying for each key issue both positive and negative impacts, and both quantitative and qualitative impacts.

This process gains agreement on the facts and the implications first, and then assesses the trade-offs in selecting any one option over another.  NCI will facilitate consensus on a course of action that involves the City Council as either (a) an active participant in shaping the recommendation, or (b) as the reviewer of a Staff recommendation.  Should it be requested, NCI is prepared to provide an additional optional activity to conduct work sessions with City Council and/or the public that are focused on describing Senate Bill 7 (SB7), its implications, and the trade-offs in the opt-in/stay-out decision.  This activity would be provided at no additional cost.
Decision Matrix for Opening Up or Staying Out of Competition

Key Issue
Current Situation
Options Moving Ahead



Open up to competition
Do not open up to competition

Unbundled rates and pricing




Cost of purchased power




Relationship with power suppliers




System reliability and assets




Utility and City revenues




Multiply-certificated areas




Governance and regulatory oversight




Tax-exempt status




IT/billing infrastructure




Public sentiment for choice




Customer service




Key accounts




Public education




Image and value to the City




Range of service offerings




Local economic development




Timing




Development of the Utility Strategic Plan 

The goal for this planning step will be to gain consensus of the City staff and City Council on:  The City’s mission and vision; the direction it should take in response to deregulation (and specifically to opt-in/stay-out issues); opportunities to enhance performance or competitive position; and the recommended priority of actions to pursue all these.

It is recommended that conducting an off-site strategic planning session be conducted that identifies the City’s broad direction and prioritizes the different initiatives required to achieve that direction.  Prior to the planning session, NCI will provide and later summarize a brief set of questions that participants can answer ahead of time, to help gauge the implications of the Competitive Assessment read-out, and to consider the City’s mission and goals.

An optional activity that can be incorporated in this planning step is a working session with Staff to review the experience of other electric and gas utilities and telecommunication companies with deregulation. This activity would identify typical competitive positions utilities found themselves in, what they did about it, and the ensuing impacts on their performance.  This would be provided at no additional cost.

NCI will work with the Utility and City leadership to set the agenda for the strategy planning session. The session will address:

· Mission and vision

· Statement of the City’s competitive position:  how it will be positioned against competition (or in regulated parts of the industry, its peers) on factors that are important to electric customers

· Major new opportunities to consider

· Priority of markets to pursue

· Priority of new products and services to pursue

· Goals and actions in each key functional area (finance, operations, energy supply, marketing, etc.) and for key stakeholders (City, customers, etc.)

· Major issues raised by the Competitive Position

· Potential responses and actions for each part of the Competitive Position

· Priority of actions identified above

Following the strategic planning session, a series of initiatives will be developed more fully in specific action plans that define detail objectives, resources needed and key steps for implementation.  NCI will work with Staff to first identify key principles that should be followed in establishing an organizational structure to implement the strategy.  NCI will then develop several alternative organizational schemes and work with Staff to identify the pros and cons of each one, leading to a recommendation.

The result of this step will be the preparation of a Strategic Plan document.  NCI will prepare a draft incorporating the output from the strategic planning session and subsequent definition of goals and action plans.  This draft will be reviewed with all those contributing to its development to assure a good consensus is presented.  It is suggested that the final Strategic Plan document be presented to the City Council to obtain its support for the identified goals and action plans.

Schedule

Timing for completion of the three planning steps outlined for the Strategic Plan Development will be very dependent upon the availability of key leaders within the Utility and City administration to contribute critical input and participate in a series of working sessions.  The following is an initial projection for timing for preparing the three planning steps. The schedule for the individual activities will be refined following detailed discussions with Utility staff regarding specific assessment techniques, determination of the availability of key staff for participation in critical planning activities and an updated schedule(s) will be established.

Activity


Duration of Activity

Competitive Assessment
Six weeks

Opt-in / Stay-out Evaluation
Four weeks

Development of Strategic Plan
Four weeks







All deliverables are to be completed no later than December 31, 2000 unless an extension is approved in writing by the Project Manager.

Budget

The level of required NCI consultant time for the preparation of the outlined planning activities will be dependent upon the final determination of specific approaches to address key planning elements.  A couple of optional activities were identified in the description of potential work activities that would impact the level of NCI staff involvement. The extent of NCI’s involvement in the preparation of customer surveys will impact the level of time requirement. Based on experience with similar assignments, a budget of $150,000 is recommended for the services of NCI.  Should the level of the City’s desired activity contribute to NCI’s cost projections exceeding the budget, the City will be informed when this condition is recognized and appropriate steps taken to adjust the scope of work to stay within the established budget or a revised budget developed for the City’s acceptance.

STRATEGIC PLAN IMPLEMENTATION SUPPORT 

The elements in the Strategic Plan are expected to include a range of activities to better position the Utility to effectively address changes in the market from market deregulation.  A number of potential Plan Implementation activities will be dependent upon whether or not a decision is made to opt-in to retail competition.  The Strategic Plan will include considerable focus on marketing issues and related customer relationship management.  The decisions in the prior steps have significant implications on how the City will conduct its marketing.  The prior steps have determined the City’s competitive position, whether or not it will opt into competition, which product lines it should pursue with which customers, and the major marketing initiatives required to accomplish all this.

The activities to be addressed in the Plan Implementation work of this contract will be directly responsive to the goals and action plans identified in the Strategic Plan and the City’s desires for NCI’s assistance with implementation. This step is projected to include addressing the marketing strategies and putting the marketing goals and initiatives into practice by making detailed recommendations about how the City could conduct specific marketing activities. NCI will work with a specially selected Marketing Task Force to gather additional information as needed, and to shape recommendations.  

Also, work in this phase will include projecting the impact on the City and Utility staff requirements and organization resulting from the establishment of potentially revised approaches for customer contact, offering new products and services, and the introduction of enhanced public communication and marketing.  A Business Plan, addressing the financial impacts of the revised business activity, shall be prepared to project all costs and revenues associated with the new directions for the Utility. The following tabulates a range of potential Plan Implementation actions that are likely to result from adoption of a new Strategic Plan preparing the City and the Utility for a restructured electric marketplace. 

Rates
· Update cost of service study (if not recently updated by the City)

· Develop distribution wires charge

· Evaluate and develop a competitive profile of rate offerings



Key account planning
· Develop template for key account planning

· Develop plans for 3 – 5 large accounts initially

· Ensure staff can complete additional key account plans as needed



Development of new offerings

· Billing and payment options

· Products


· Develop the process for identifying and screening new product ideas

· Develop template for new product business plans suitable for individual products or broad new lines of business, if desired

· Develop preliminary business plans for 3 – 5 new offerings initially

· Ensure staff can complete additional preliminary business plans



The City’s image and brand


· Develop and finalize major themes to communicate with customers

· Assist in preparation of an RFP for advertising firm



Marketing organization
· Identify the skills desirable to maintain or develop in the Marketing department

· Develop a Marketing staffing plan appropriate with the City strategy



Customer service
· Include in the development of new offerings (above) potential new rates, customer service initiatives, and billing options

· Recommend opportunities to enhance the level of customer service, to a level appropriate to the City strategy



New market opportunities
· If the City is considering new potential markets or lines of business, identify key issues for investigation

· Assist with investigation as appropriate



Organization Review
· Prepare detailed review of current Utility/City organization structure to assess how best to address the resources and performance requirements identified in the Strategic Plan



Business Plan
· Prepare a Business Plan identifying the financial impacts of the actions defined in the Strategic Plan




Identification of specific NCI responsibilities for these potential activities will be determined following adoption of the Strategic Plan and the identification by the City of its need for assistance to assure the timely implementation of key actions. Key NCI staff who actively participated in the preparation of the Strategic Plan will be available to provide support for Plan Implementation.  This should enhance the development efficiency of key Plan elements consistent with the wide range of considerations completed during Plan Development.  

Schedule

Timing for preparation of individual Plan Implementation support will be determined following the full definition of specific activities and the desired level of assistance from NCI.  Specific schedules will be established for activities to be addressed by NCI.

Budget

The budget requirements for NCI assistance with Plan Implementation will be directly responsive to the extent of the responsibilities assigned. Without clear definition of the key elements in the new Strategic Plan, it is difficult to prepare a detail estimate of the probable extent of NCI services and related budget requirements. For planning purposes a budget in the range of $100,000 to $125,000 is suggested to support the development of key marketing activities outlined above, preparation of a Business Plan, and supporting the assessment of key staffing and organizational issues.

Exhibit “B”

Payment Terms


Compensation is based on actual hours of work/time devoted to providing the described professional services.  The Contractor will be paid at the hourly rates by consultant classification as identified below. Unless amended by a duly authorized written change order, the total payment for all invoices on this job, including both salary and non-salary expenses, shall not exceed the amount set forth in paragraph 1.03 of this Contract ($250,000).

NAVIGANT CONSULTING, INC.


2000 RATES

Professional and support services, shall be billed at the following rates:


Managing Director
$222 per hour


Managing Executive Consultant
$197 per hour


Principal Executive Consultant
$177 per hour


Executive Consultant
$168 per hour


Principal Consultant
$154 per hour


Supervising Consultant
$138 per hour


Senior Consultant
$125 per hour


Associate Professional
$109 per hour


Analyst
$  95 per hour


Research Assistant
$  72 per hour


Technician
$  62 per hour


Office Services
$  58 per hour

The above rates shall be in effect until July 30, 2001.  

Reproduction, printing, communications, computer services, and other miscellaneous support services shall be billed at rates for such services as determined from time to time and officially established by Navigant Consulting.

All travel, food, lodging, and miscellaneous expenses, except automobile mileage, associated with the provision of services hereunder shall be billed at cost plus ten (10) percent.  Automobile mileage will be billed at the rate approved by the Internal Revenue Service.

Client shall reimburse Navigant Consulting for any applicable sales tax imposed on services rendered by Navigant Consulting to Client.


The Contractor must submit monthly invoices to the City, accompanied by an explanation of charges, professional fees, services, and expenses.  The City will pay such invoices according to its normal payment procedures.

Exhibit “C”
Certificate(s) of Insurance
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