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EXECUTIVE SUMMARY

I. BACKGROUND AND STATUTE

This report on energy efficient purchasing for fiscal year 2014 provides information on the
State’s procurement of energy efficient equipment and appliances to meet the requirements of
Tennessee Code Annotated § 4-3-1105(20).

T.C.A. § 4-3-1105(20) requires the Department of General Services to prepare an annual report
on the activities concerning the definition and implementation of an energy efficiency code for
State procurement of equipment and appliances. The report shall include savings realized by
the State as a result of the office’s activities expressed in both units of energy saved and
monetary cost-avoidance.

II. LIFE CYCLE COSTING

It is the policy of the State to use the life cycle cost of commodities as developed and
disseminated by the federal government where feasible (T.C.A. § 12-3-906).

Where federal energy efficiency standards are established, life cycle cost shall be used in the
contracting for major energy-consuming products. In determining life cycle costs, the
acquisition cost of the product, the energy consumption, the projected energy cost over the
useful life of the product, and the anticipated resale or salvage value of the products may be
considered in the evaluation (T.C.A. § 12-3-906).

III. ENERGY EFFICIENCY STANDARDS

Per T.C.A. § 12-3-905, State agencies shall use energy efficiency standards prescribed by Energy
Star for the purchase of major energy consuming products. Energy Star is a joint program of the
U.S. Environmental Protection Agency and the U.S. Department of Energy that has established
energy efficiency standards that are used by the federal government in its contracting for major
energy consuming products, as well as energy efficient best practices. The Energy Star website
(www.energystar.gov) provides a list of qualified products and commodities meeting Energy
Star’s minimal energy specifications, life cycle cost calculations, and life cycle cost formula
information. Currently, the Energy Star rating can be found on products in more than 65
product categories. This list of qualified products and commaodities is used as acceptable brands
and models on bid documents.
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IV. ENERGY STAR ANALYSIS

The Central Procurement Office is committed to helping reduce the State’s energy costs by
identifying and creating contracts with the most energy efficient product offerings available. In
addition to reducing energy usage, Energy Star rated products tend to offer longer service lives
than conventional products, minimizing the frequency of replacement. The availability of
Energy Star rated products continues to increase while conventional options have continued to
decrease. The Central Procurement Office continues to make strides to ensure agencies have
access to the most energy efficient products at the most beneficial pricing to the State through
statewide contracts. There are currently 10 statewide contracts that either exclusively list
Energy Star products or include Energy Star rated offerings; 2 of these 10 statewide contracts
contain lease/rental options of Energy Star products.

In the following section, the Central Procurement Office has provided a summary, by
commodity grouping, of the Energy Star products purchased or leased/rented through
statewide contracts during fiscal year 2014 and the estimated savings associated with each. All
of the calculated energy savings and cost avoidance amounts are estimates and represent a
comparison of Energy Star rated commodities versus conventional commodities, where
applicable.! To determine the estimated kilowatt hours (kWh) and gallons of water saved for
each commodity, the consumption of Energy Star rated products is measured against
conventional consumption as defined by Energy Star or manufacturer specifications. The
estimated lifetime kilowatt hour savings and lifetime gallons savings are calculated based on
the product’s expected useful life as estimated by Energy Star. Electricity cost avoidance is
calculated using the current Tennessee average electricity rate of $0.1078 per kilowatt hour
(www.eia.gov) multiplied by the lifetime kilowatt hour savings. Water cost avoidance is
calculated using the current U.S. average water rate of $0.00698 per gallon
(www.energystar.gov) multiplied by the lifetime gallons saved. These savings are reported in
present dollar values and do not reflect future changes in electricity and water rates.

The Central Procurement Office has separated out purchase contracts and lease/rental
contracts for detailed analysis. Products purchased by the State through statewide contracts in
fiscal year 2014 will have energy savings that are realized over the lifetime of the product.
Therefore, the cost avoidance reported will be realized over the course of the useful life of each
commodity, which ranges from 2 to 12 years. Savings for products leased or rented by the State
through statewide contracts in fiscal year 2014 are estimated for the lease/rental period only.

1Mailing Machines and Uninterruptible Power Systems are classified as Energy Star products, but Energy Star does not
currently provide a comparison of energy use for these products versus conventional (non-Energy Star) products. Therefore,
energy savings are not measured for these two commodity groupings.
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Purchase Contracts:

The State purchased 26,737 Energy Star products for a total spend amount of $7,224,642 in
fiscal year 2014 through statewide contracts. The commodity categories with quantities and
spend amount in fiscal year 2014 are listed below.

Purchase Contract LGRS Spend Amount,
Commodity Purchased, FY 2014
FY 2014
Air Conditioners 75 $38,717
Appliances 252 $124,193
Computers & Monitors 18,343 $6,404,163
Lights & Lamps 4,394 $18,916
Mailing Machines? 1,623 $163,289
Multi-Function Devices 6 $16,801
Printers & Fax Machines 365 $217,496
Uninterruptible Power Systems 1,679 $241,067
TOTAL 26,737 $7,224,642

These State purchased Energy Star products are estimated to save approximately 14,870,429
kilowatt hours and 2,662,536 gallons of water over the course of the next 12 years. Using the
current Tennessee electricity and water rates, these savings equate to an estimated $1,621,617
in total cost avoidance over the course of 2 to 12 years.

PURCHASE CONTRACTS
Lifetime Analysis

Electricity

T Estimatc.ed Lifetime kWh - Lifetime Watfer Cost Totz.:I Cost
Useful Life Saved Avoidance Gallons Saved Avoidance Avoidance
Air Conditioners 9 years 148,689 $16,029 - - $16,029
Appliances 7-12 years 695,326 $74,956 2,662,536 $18,584 $93,541
Computers & Monitors 4 years 10,884,249 $1,173,322 - - $1,173,322
Lights & Lamps 2-3 years 2,847,257 $306,934 - - $306,934
Multi-Function Devices 5 years 7,370 $794 - - $794
P”,\';Igecr;ifezax 6 years 287,538 $30,997 ; ; $30,997
TOTAL 14,870,429 | $1,603,032 2,662,536 $18,584 $1,621,617

The total savings will be realized over the useful life of each product. Each commodity grouping
has varying lifetime expectancies, as detailed above. An annual summary of estimated kilowatt
hours saved and estimated electricity cost avoidance is provided below based on each
commodity’s useful life. An analysis of water saved and cost avoidance by year was not
included as the amount is a relatively small percent of total savings. Most energy savings are

> The Mailing Machines contract includes purchase options as well as lease and rental options for mailing equipment. The
quantities and spend reported above include all Energy Star items purchased, leased, and rented through the contract.
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realized within the next four years, but savings from Energy Star purchases made in fiscal year
2014 will continue to be realized through 2025.

e N s N
Total "Wh saved and Cost Total kWh Saved perYear by Purchased Commodity
Avoidance per Year

_ J . J

Year Electri.city Cost KWh Saved Lights & Compu-ters & MuIti-F-unction Printer:s/Fax .Ai'r PolllEnass
Avoidance Lamps Monitors Devices Machines | Conditioners

2014 | $ 420,743 3,902,999 1,054,540 2,721,062 1,474 47,923 16,521 61,479
2015 | $ 420,743 3,902,999 1,054,540 2,721,062 1,474 47,923 16,521 61,479
2016 | $ 386,639 3,586,637 738,178 2,721,062 1,474 47,923 16,521 61,479
2017 | $ 307,064 2,848,459 2,721,062 1,474 47,923 16,521 61,479
2018 | S 13,733 127,397 1,474 47,923 16,521 61,479
2019 | S 13,574 125,923 47,923 16,521 61,479
2020 | S 8,408 78,000 16,521 61,479
2021 | S 8,408 78,000 16,521 61,479
2022 | S 8,408 78,000 16,521 61,479
2023 | S 6,627 61,479 61,479
2024 | S 6,627 61,479 61,479
2025 | S 2,055 19,058 19,058

[ Total | $ 1,603,032 | 14,870,429 | [ 2,847,257 10,884,249 7370 |  287538| 148689| 695326

Lease/Rental Contracts:

The State also leased or rented Energy Star products through statewide contracts. In fiscal year
2014, the State leased/rented products for 21,428 lease/rental periods for a total of $3,079,952
in spend. The State saved approximately 2,017,554 kilowatt hours of energy and 8,041,437
gallons of water through the use of these products in comparison to conventional products.
Since these products were not purchased, lifetime estimates were not included in the
calculations. The amounts reported in the table below represent estimated savings and cost
avoidance for fiscal year 2014 only. The combined savings from electricity and water cost
avoidance for leased/rented Energy Star products totals $273,621 for fiscal year 2014.

LEASE/RENTAL CONTRACTS
Savings Reported for FY 2014 Only

. . . Total
. el Lz Spend Estimated Gl ESpaisd Water Cost Estimated
Commodity Rental Cost Gallons X
. Amount kWh Saved . Avoidance Cost
Periods Avoidance Saved .
Avoidance
Dishwashing
Machine Rental 851 $239,500 1,476,441 $159,160 8,041,437 $56,129 $215,290
Multi-Function
Device & Copier 20,577 $2,840,452 541,113 $58,332 - - $58,332
Lease/Rental
TOTAL 21,428 $3,079,952 | 2,017,554 $217,492 8,041,437 $56,129 $273,621
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Combined Savings of Purchase and Lease/Rental Contracts:

Cost avoidance realized over the expected lifetimes of Energy Star products procured in fiscal
year 2014 through purchase contracts and the cost avoidance realized during lease/rental
periods through lease/rental contracts totals $1,895,238. It is important to reiterate that total
cost avoidance is calculated using current electricity and water rates and will be realized over
the next 12 years for the purchase contracts while lease/rental products are realized during the
lease/rental period, e.g. monthly, quarterly lease/rental periods. As depicted in Chart 1, the
estimated 16,887,983 kilowatt hours of electricity saved accounted for 96% of the State’s cost
avoidance at $1,820,524 while the 10,703,972 gallons of water saved accounted for 4% at
$74,714 in cost avoidance. To place these savings in perspective, the State’s kilowatt hour
savings are equivalent to the electricity needed to power 1,083 homes based on the average
household electricity consumption in Tennessee (Www.nespower.com) or to power 25 hockey
games at Nashville’s Bridgestone Arena (2014 NHL Sustainability Report, www.nhl.com). The
State’s water savings are equivalent to the gallons of water needed to fill the Tennessee
Aquarium in Chattanooga over 9 times (www.tnaqua.org).

Chart 1: Energy Star Cost Avoidance and Utility Savings

UTILITY SAVINGS AND COST AVOIDANCE BY SOURCE
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V. ESTIMATED REDUCTION IN CO; LEVELS:

Over the expected lifetime of Energy Star products purchased or leased/rented in fiscal year
2014, the State estimates a reduction of electricity consumed by 16,887,983 kilowatt hours and
the elimination of 26,007,494 pounds of carbon dioxide (CO,) from polluting our atmosphere.
This is equivalent to eliminating CO, emissions from the consumption of 27,082 barrels of oil or
reducing the annual greenhouse gas (GHG) emissions of 2,452 passenger vehicles. This
information was obtained using a calculator provided by the Environmental Protection Agency
(www.epa.gov).

Tennessee reduced electricity consumption by 16,887,983 kilowatt hours and
eliminated the equivalent of:

passenger OR oll barrels
rehicles’ C
a al GHG 2miIssions
u u T I
eMmissions

VI. MULTIYEAR ENERGY STAR ANALYSIS:

To examine trends in the State’s Energy Star purchasing and cost avoidance, the Central
Procurement Office has compared data from fiscal year 2014 to previous reports. The total cost
avoidance from electricity and water savings through purchase and lease/rental statewide
contracts has fluctuated over the last few reporting years. The estimated total cost avoidance
over the lifetime of products purchased or leased/rented in fiscal year 2012 was approximately
$1,299,706, in fiscal year 2013 it was $2,085,650, and in fiscal year 2014 cost avoidance totaled
$1,895,238.

Detailed below are several factors that have impacted the fluctuation in estimated lifetime cost
avoidance for fiscal years 2012, 2013, and 2014.

» In fiscal year 2013, estimated gallons of water saved and savings from lease/rental
contracts were included for the first time.

» In fiscal year 2013, the number of computers, notebooks, and monitors purchased was
significantly higher than fiscal year 2012 and 2014 because of a desktop standardization
program implemented by the Office of Information Resources that resulted in some
agencies replacing computers in larger than normal batches.
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» In fiscal year 2013, the estimated savings and cost avoidance originally reported for
computers and monitors included double-reporting of one of the contracts. This
resulted in over-reporting the estimated lifetime kilowatt hours saved by 7,024,272 kWh
and the cost avoidance by $739,655. The corrected totals have been used in current
year comparisons. A revised table of fiscal year 2013 Energy Star purchase contracts is
reported below.

» In fiscal year 2014, the contracts for printers, fax machines, and copiers were
consolidated into a single multi-function device contract. This reduced the number of

devices purchased and the overall amount of energy consumed within these categories.

PURCHASE CONTRACTS
FY 2013 Lifetime Analysis (REVISED)
Estimated .. Estimated .
commonty | oo | wetmeian | Syt (LU s
Saved Gallons Saved
Air Conditioners 300 1,191,468 $125,462 $125,462
Ice Making Machines 19 186,680 $19,657 337,576 $2,356 $22,013
Appliances 114 122,493 $12,899 806,493 $5,629 $18,528
Industrial Supplies 527 464,918 $48,956 - $48,956
REVISED:
Computers & Monitors 30,955 13,928,016 $1,466,621 $1,466,621
Printers & MFDs 850 1,105,401 $116,399 $116,399
Fax Machines 182 50,232 $5,289 $5,289
REVISED TOTAL 32,947 17,049,208 $1,795,283 1,144,069 $7,985 $1,803,268

VII. ENVIRONMENTALLY FRIENDLY PURCHASING:

In addition to Energy Star certified products, the Central Procurement Office supports and
encourages the procurement of environmentally friendly products. A planned improvement in
last year’s report was for the Office to explore the capability of creating an Energy Star category
for applicable commodities that would aid in collecting data on Energy Star products.

The Office is pleased to announce that this improvement was completed with the development
and implementation of the new environmentally friendly product tracking categories, as
detailed in the table below. In addition to providing the State with greater capability to collect
data on Energy Star products, the State can also track other environmentally friendly products
such as commodities comprised of recycled content.

The Central Procurement Office created these tracking categories for statewide contracts in

Edison, the State’s enterprise resource planning system, to assist the State in tracking its energy
efficient and environmentally friendly purchasing. Through these new tracking categories, the
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Central Procurement Office can better capture our additional energy efficient and
environmentally friendly purchasing efforts and identify areas for further improvement.

Category . FY 2014
Category Definition
Name BTy State Spend Amount
Energy Star .
Certified Items certified by energystar.gov. $10,304,594

Items that have qualities that protect the environment or
Green have replaced artificial ingredients with natural ingredients; $921
e.g. low VOC paint, organic cleaners.

Recycled Iltems made out of recycled content, e.g. cardboard boxes,

701,087
Content | paper, etc. $701,08
Pkl B|ode.gradab.lt.e items, compostable items, or items sent to a $429,559
recycling facility.
Flex Fuel | Vehicles designed to run on gasoline or any blend of up to $1,150,582

Vehicle* 85% ethanol (E85).

*This includes only lease/rental vehicle statewide contracts; purchased vehicles are covered in a separate
report submitted by Motor Vehicle Management.

Through the Central Procurement Office’s new environmentally friendly product tracking
procedures, the State identified the following environmental savings opportunities in fiscal year
2014.

» Green: The State purchased 67 gallons of Low Odor/VOC paint, reducing the level of air-
polluting toxins released.

» Recycled Content: The State purchased approximately 49,114 products with a
percentage of recycled content including: bag liners with 5% recycled content,
envelopes with 30% recycled content, cardboard boxes with 40% recycled content, and
office paper comprised of 20% recycled content.

» Recyclable: The State recycled 31,466 light bulbs/tubes and 9,707 pounds of ballasts
and CFL bulbs through the Lamps Recycling Services contract and 7,172,225 pounds of
paper through the Shredding Services contract. The State also purchased biodegradable
flatware through the Paper and Plastic Goods contract.

» Flex Fuel Vehicle: The State had approximately 211 term leases for flex-fuel rated
vehicles through the statewide Vehicle Lease contract.

The majority of environmentally friendly spend was on Energy Star products at 81%, as
depicted in Chart 2. Flex Fuel Vehicles, Recycled Content, Recyclables, and Green products
account for smaller portions of the total spend. The Central Procurement Office will continue to
track spend and evaluate savings opportunities within these new categories.
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Chart 2: Environmentally Friendly Spend

ENVIRONMENTALLY-FRIENDLY SPEND BY CATEGORY
FY 2014

H Flex Fuel Vehicle
9.40%

O Recycled Content
5.72%

E Recyclable
3.51%

@ Green
0.01%

The following chart illustrates spend for agencies that spent over $100,000 on environmentally
friendly products during fiscal year 2014. These agencies represent the top users purchasing
from environmentally friendly statewide contracts.

Chart 3: Agency Environmentally Friendly Spend

TOP AGENCIES WITH ENVIRONMENTALLY-FRIENDLY SPEND OVER $100,000

FY 2014
B TDEC @ TennCare
5.11% ___4‘34% - n DHS
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Children Services
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Revenue, 1.81%

TBI, 1.70%

Secretary of State
1.66%
Commerce & Insurance
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Comptroller, 1.42%
TWRA, 1.01%

Agriculture, 1.01%
Military, 0.88%
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The State purchased additional environmentally friendly products through the Industrial
Supplies and Office Supplies catalog contracts that do not fall within the above designated
categories; Edison does not allow for itemized tracking of catalog items. Using the Industrial
Supplies contract, State agencies purchased environmentally friendly products—such as
rechargeable tools, low-flow faucets, and energy efficient motor supplies—totaling $276,859.
Using the Office Supplies contract, State agencies purchased $1,333,393 worth of
environmentally friendly products, including recycled paper products, recycled/refilled ink and
toner cartridges, and non-toxic adhesives and markers.

VIILENVIRONMENTALLY FRIENDLY IMPROVEMENT GOALS

The Central Procurement Office has undertaken considerable efforts and set ambitious goals to
improve the State’s environmentally friendly purchasing. The Office set improvement goals last
fiscal year that were implemented in fiscal year 2014. The Office also set new goals for the next
three to five fiscal years.

Implemented Goals from Last Year:

» Explore the capability of creating an Energy Star category for such commodities that
would aid in collecting data on Energy Star products.

0 Successfully implemented as detailed in Section VIl above.

» Explore the option of having vendors submit energy data for purchases along with their
quarterly sales reports.

0 This process has been implemented with the Shredding Services contract with
the contract vendor reporting recycling data on State shredded documents. The
Central Procurement Office is working with the contract vendors for the Office
Supplies and Industrial Supplies contracts to obtain their energy data with each
guarterly report. The Office endeavors to expand energy reporting to additional
contracts in the future.

Goals for FY 2015 through FY 2019:

» Expand efforts to gather energy data from vendors along with their quarterly reports,
targeting strategic contracts within the next year.

» Expand the environmentally friendly tracking categories to agency contracts to aid in
collecting data for agency specific contracts.
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Explore the possibility of including the environmentally friendly category codes as bid
factors in new solicitations to better gather energy data and identify contracts with
environmentally friendly products.

Explore the viability of making WaterSense a requirement for major appliances utilizing
water in new solicitations. WaterSense is a program of the Environmental Protection
Agency that provides a WaterSense label to products that are certified to be at least
20% more water efficient than conventional products (www.epa.gov/watersense).

Explore the viability of measuring natural gas (therms) for appliances utilizing natural
gas.

Explore the option of having vendors report their direct and indirect greenhouse gas
emissions relative to the State’s business with the vendor in order to estimate the
State’s Scope 3 emissions. Scope 3 emissions include greenhouse gas emissions from
sources not owned or directly controlled by the State but that are related to the State’s
activities (www.epa.gov).
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