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Date of Meeting:  August 5, 2013  

  

Subject:  Power Purchase and Sale Agreement   

 

Purpose of Report:  To request approval of a Power Purchase and Sale Agreement with Grand River 
Dam Authority (GRDA). 
 

Background:  On October 1, 1987, the SUA began purchasing wholesale electricity from GRDA.  
The original 15 year contract was extended 10 years in 2002.  The contract remains in effect until 
cancelled by a one year notice by either party.  In 2007, all of the GRDA municipal customers formed 
a group and negotiated a uniform contract for wholesale electricity sales to municipal customers.  All 
of GRDA’s municipal customers signed the new contract except the SUA. 
 
There are two public electric generation authorities in the State of Oklahoma; GRDA is the largest 
followed by the Oklahoma Municipal Power Authority (OMPA).   The SUA is GRDA’s largest 
municipal customer and is the second largest municipally owned electric utility in the State of 
Oklahoma.   Edmond is the largest municipally owned electric utility in the State; however, what 
makes the SUA unique in both cases is that it owns and operates its own power generation 
resources. 
        
Due to the age of the City’s power generation resources and the scheduled implementation of the 
Southwest Power Pool (SPP) Integrated Marketplace (IM), it became evident that the City would 
either need to update or replace the current generation resources or get out of the electric generation 
business.  Because owning and operating electric generation in Stillwater has been very beneficial 
from a financial and reliability perspective, it was determined that the best course of action would be 
to investigate the building of a new power generation station.   
 
In the spring of 2012, the idea of building a new power generation station in Stillwater was pitched to 
GRDA and OMPA.  OMPA was in the process of building a new power generation station in Ponca 
City so it was not very excited about partnering with the SUA to build another new power generation 
station in Stillwater.  However, GRDA expressed a strong interest in partnering with the SUA. 
 
A study was commissioned to determine if a new electric generation station would be economically 
feasible.  The study was completed in January 2013 and the results indicated that there is significant 
benefit for the SUA to build a new 50+ megawatt power generation station to replace the existing 
steam generation units.   
 
Following completion of the study, negotiations for a new power purchase and sale agreement with 
GRDA began.  After six months of negotiations, we have come to a tentative agreement.  The 
tentative agreement is based on the uniform contract between GRDA and its other municipal 
customers, but it has been customized for Stillwater’s situation.  Some highlights of the agreement 
are: 
 

 The current contract will become null and void upon the effective date of the new agreement.   

 The agreement will be effective from September 1, 2013 through May 31, 2042. During the 
last 10 years of the agreement, the SUA may terminate by giving two years written notice. 



 

 

 

 

 The SUA will be a full requirements customer, which means that the SUA will purchase all 
electricity from GRDA.  GRDA’s rates are governed by Oklahoma Statutes, Title 82, Section 
868, which requires rates to be set on a cost of service basis.        

 The agreement allows for the continuation of the current residential and commercial net 
metering program.  The net metering program allows residential and commercial customers 
to install their own generation resources such as solar panels and wind turbines. 

 The agreement allows for the SUA to own (lease from the City) and operate electric 
generation resources.  There are separate provisions for the existing resources and the 
proposed future resources.   

 GRDA will purchase all power and energy generated by the SUA.  The purchase will be in the 
form of a capacity payment and an energy payment.  The capacity payment will be made 
monthly and will be based on the physical characteristics of the generation units and their 
availability.  The energy payment will be made monthly whenever the SUA is dispatched to 
generate.  The combination of the capacity payment and energy payment is expected to be 
greater than the cost to own and operate the generation resources.  The margin can be used 
to offset the direct cost of purchasing wholesale electricity.  

 The City’s generation resources will be scheduled and dispatched by GRDA until March 1, 
2014 when the SPP IM is scheduled to be implemented.  After the new marketplace is 
implemented, the SPP will schedule and dispatch the City’s generation resources.  GRDA will 
act as the SUA’s market participant and will interact with the SPP on the SUA’s behalf. 

 For the remainder of fiscal year 2014, GRDA will pay to the SUA, $100,000 per month.  The 
$100,000 per month is the estimated value of the difference between the capacity payment 
for the City’s current generation resources and the value of replacement energy under the 
current contract. 

 The wholesale electric rate that applies to all GRDA municipal customers will apply to the 
SUA.  The direct cost of purchasing wholesale electricity will be the same with or without 
owning generation resources.  The margin earned by owning and operating generation 
resources can be used to offset the direct cost of purchasing wholesale electricity. 

 

Discussion: The proposed agreement contains many benefits to the SUA but most of all GRDA 
remains the lowest cost option for the purchase of wholesale electricity.   Other than being able to 
purchase wholesale electricity at the lowest available price, a significant benefit of the proposed 
agreement is the provisions to continue to own and operate generation resources and to replace those 
resources with twice the generating capacity.   
 
For owning the generation resources and having them ready to produce electricity when required, 
GRDA will pay to the SUA a monthly capacity payment.  For the existing generation resources, the 
capacity payment is estimated to be approximately $1.1 million on an annual basis.  If the current 
generation assets are required to generate electricity, GRDA will make a monthly energy payment 
based on the amount of electricity generated that will cover the operating costs of generating the 
electricity.  Based on an approximate 56 megawatt, high efficiency internal combustion engine power 
generation station, the capacity payment is estimated to be approximately $4.5 million on an annual 
basis.  When the proposed future generation resources are required to generate electricity, GRDA will 
make a monthly energy payment based on the amount of electricity generated that will cover the 
operating costs of generating the electricity. 
 
The significant difference between the annual capacity payment amounts is primarily attributable to: 1) 
the output capability of the proposed future generation resources of approximately 56 megawatts 
compared to the output of the existing generation resources of 35 megawatts (27 megawatts gas fired 
steam units plus 4-2 megawatt diesel fired internal combustion engines) and 2) the efficiency rating of 
the proposed future generation units will be significantly better than the 1950s decade vintage steam 
units and the small diesel units.    
  



 

 

 

 

The proposed agreement is beneficial and equitable to both the SUA and GRDA.  Approval of the 
agreement will enable the SUA to continue to purchase wholesale power at low rates for another 29 
years and to offset future costs by continuing to own and operate generation facilities.        

 

Budget Impact:  This item requires no new appropriation or budget amendment and should not 
affect the year end projected balances. 

 

Recommendation:  It is recommended that the Trustees approve the Power Purchase and Sale 
Agreement by and between Grand River Dam Authority and Stillwater Utilities Authority effective as of 
September 1, 2013. 
 

Prepared by:  Loren Smith, G & T Division Manager 

Reviewed by Administrative Director:  Dan Blankenship, SUA Director 

Reviewed by City Attorney’s Office: John E. Dorman, City Attorney 

Date of Preparation:  July 30, 2013 
  

Submitted by:   
 
 

 
___________________________ 

Dan Galloway 
City Manager 
 
Attachments: Power Purchase and Sale Agreement and Exhibits 
   


