2008 Innovations Awards Program
APPLICATION

CSG reserves the right to use or publish in other CSG products and services the information provided
in this Innovations Awards Program Application. If your agency objects to this policy, please advise
us in a separate attachment to your program’s application.

ID # (assigned by CSG): 08-M-08MI

Please provide the following information, adding space as necessary:

State: Michigan

Assign Program Category (applicant): Energy
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Program Name: Energy Purchasing Cooperative Program
Administering Agency: Department of Management and Budget-Purchasing Operations
Contact Person (Name and Title): Anthony J. Des Chenes, Director, Commodities Division
Address:
Steven T. Mason Building
530 West Allegan Street
2" Floor
Lansing, Michigan 48909
Telephone Number: (517) 335-1559
FAX Number: (517) 335-0046
E-mail Address: Deschenesal@michigan.gov
Web site Address: http://www.michigan.gov/localgov

Please provide a two-sentence description of the program.

In 2004 the State of Michigan began working collectively with interested public
organizations to leverage cooperative purchasing power for electricity and
natural gas. Today, the resulting State of Michigan Energy Purchasing
Cooperative has 19 members made up of State universities, cities, counties and
K-12 schools.

10. How long has this program been operational (month and year)? Note: the program must be
between 9 months and 5 years old on March 1, 2008 to be considered.

The Program has been in place for four years.

11. Why was the program created? What problem[s] or issue[s] was it designed to address?

The Energy Purchasing Consortium was created to provide buying power for the
State and State Universities. At the time the State and universities were trying to
find ways to stretch their dollars. By combining their volumes both the State and
the original members (Department of Management and Budget, Michigan State
University, Western Michigan University, and the University of Michigan-Flint)
saw a seven percent electrical rate reduction.

12. Describe the specific activities and operations of the program in chronological order.


http://www.michigan.gov/localgov

The Energy Purchasing Cooperative was formed in 2004 with the creation of the
Michigan Consortium, consisting of the State of Michigan and 13 of the State’s
universities. What started out as just a special electrical contract and a strong
public-private partnership has expanded into natural gas and now new energy
areas and conservation.

Every year since that first contract the program has added members to now
include cities, counties and K-12 schools. As of January 2008 the Energy
Purchasing Program consists of 19 members and inquiries are coming in monthly
about the program. In 2006 the program changed to include Natural Gas “Tier
1” providers and “Tier 2” providers. Tier 1 vendors manage gas flows and
assume the liability to provide gas as specified and management services. Tier 2
vendors provide only gas and no management services. Also, in 2006 renewable
energy in the form of natural gas harvested from landfills has been added to the
portfolio of purchases.

In 2008, the Energy Consortium will continue to work on attracting new
members and to look at “Green Energy” and energy conservation. Michigan
Governor Jennifer Granholm implemented Executive Directive 2007-22
Enhancing Energy Efficiency and Conservation by State Departments and
Agencies, to continue to work on energy efficiency and savings, but also to work
with other public bodies to achieve the goals of the Directive.

13. Why is the program a new and creative approach or method?

This program is unique in that it cuts across different government entities. This
program consists of the State, cities, K-12 and universities. The program also
addresses the needs of the members for both electric and natural gas. The
consortium also is looking at new and innovative technologies such as wind,
renewable energy and conservation.

14. What were the program’s start-up costs? (Provide details about specific purchases for this
program, staffing needs and other financial expenditures, as well as existing materials, technology
and staff already in place.)

The costs for the program start-up were minimal. The only out of pocket cost to
start the program was to hire an energy consultant at $36,000 per year.

Staff required to run the program is one person from Purchasing Operations on
a part-time basis and one person part-time from Financial Services to process
invoices.

Contracts were put in place and those contracts are handled by Purchasing
Operations. Most of these contracts are standard contracts that the State of
Michigan uses. The financial software was already in place.

The cost and time to run this program is minimal. There is no full-time staff
dedicated to the program. We do maintain a consultant at approximately
$42,000 per year.



15. What are the program’s annual operational costs?
The program is self funded.

16. How is the program funded?
Each member pays a $100 monthly fee to the State for processing their natural
gas bills.

17. Did this program require the passage of legislation, executive order or regulations? If YES,
please indicate the citation number. No
Legislation was already in place allowing the State to enter in this consortium.
Public Act 431 of 1984 as amended, MCL 18.1263.

18. What equipment, technology and software are used to operate and administer this program?
There is no unique equipment, technology or software needed to administer the
program. All financial transactions are performed within the State of Michigan’s
current financial software program.

19. To the best of your knowledge, did this program originate in your state? If YES, please
indicate the innovator’s name, present address, telephone number and e-mail address.
No.

20. Are you aware of similar programs in other states? If YES, which ones and how does this
program differ? No

21. Has the program been fully implemented? If NO, what actions remain to be taken?
Yes, but looking at expanding.

22. Briefly evaluate (pro and con) the program’s effectiveness in addressing the defined
problem[s] or issue[s]. Provide tangible examples.

The goal of the program is to achieve cost savings for the State and the
Cooperative members. This is achieved through negotiating electrical rates and
by applying risk management tools.

An example of this would be the two-year contract entered into in February 2004,
by the Department of Management and Budget, Michigan State University,
Western Michigan University and the University of Michigan-Flint with
Consumers Energy with reduced electrical rates by seven percent. This saved the
State approximately $1.5 million and the universities about $730,000.

23. How has the program grown and/or changed since its inception?
The program is growing into broader areas of energy including electric, wind
and royalties-in-kind.

24. What limitations or obstacles might other states expect to encounter if they attempt to adopt
this program?

There may be many obstacles to initiating such a program. The first is the sense
of independence. In the State of Michigan the state universities are independent
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entities that operate their own budgets and purchases. There may be some
resistance to partner with the State Government, there needs to be a sense of
trust. Developing deliverables and a Memorandum of Understanding between
the State and the other parties is one way around this obstacle.

Another obstacle is that “everyone can do it better”. Once the program is up and
running it is important to make sure that all of the members operate within the
rules of the consortium and do not “use’ the consortium to bench mark and go
off on their own. The benefit of the program is of the collective group. Everyone
benefits if they work within the consortium.

Communication is probably the most important aspect to any program like this.
To build trust and to expand the program there must be a clear line of
communication. In this case the State has a point person and there are regular
meetings of the consortium members.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages false
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth 8
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /FlateEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages false
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth 8
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /FlateEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages false
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


