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EXECUTIVE SUMMARY
Maryland Department of General Services
“Reverse” Energy Auction

When he took office in 2003, Maryland Governor Robert L. Ehrlich, Jr. mandated
innovative approaches to running government. The Maryland Department of General
Services (DGS) seized this opportunity, utilizing an innovative approach to energy
procurement which leveraged the State’s buying muscle to extract the lowest competitive
prices available. A new approach was warranted given Maryland’s impending shift to a
deregulated electric market that would bring significantly higher utility prices in the
range of 30 percent or higher.

With accountability to taxpayers as our top priority, DGS moved optimistically forward
with this sophisticated approach to avoid the unpredictable and costly rate increases and
to ensure that Maryland taxpayers are paying the lowest possible rates for their State
government’s energy. Industry analysts reported that on average, newly deregulated
energy costs would rise about 33 percent. Over the eight months prior to the State energy
procurement, regulated energy costs had risen by as much as 10 percent.

With the pooled buying power of a projected $65 to $70 million annually for electricity,
DGS conducted a unique “reverse” energy auction, seeking electricity suppliers for State
accounts located in the service territories of Baltimore Gas and Electric and Potomac
Electric Power Company, the two largest utilities serving Maryland. The team of Science
Applications International Corporation and World Energy, Inc provided software
solutions and market expertise to the State and worked in conjunction with DGS
throughout the process. The “reverse” auction allowed the State to realize an estimated
cost avoidance of $5.8 million per year.

In a first for Maryland State government, the “reverse” auction was conducted on the
Internet. The “reverse” auction is the opposite of a traditional auction in which a seller
offers an item for sale while potential buyers compete with each other by bidding higher
prices for the purchase. In a “reverse” auction, multiple sellers of products, in this case, a
pure commodity - energy, are vying for the business of a single buyer; therefore, the price
is driven down. Bidding continues until a pre-established bidding period ends or until no
seller is willing to bid any lower, whichever comes first.

An invitation to bid was issued March 10, 2004 to vendors certified by the Maryland
Public Service Commission seeking proposals, including technical information, company
background, and marketing approach. Vendor information was due on March 23, 2004.
Qualified suppliers were selected and notified by March 26, 2004. Those selected
participated in the “reverse” auction on March 30, 2004. DGS anticipated award of the
contract(s) on March 31, 2004.

The winning bidder(s) would provide electricity to nine State agencies and departments.
Additionally, the Maryland Stadium Authority, which runs Major League Baseball's
Oriole Park at Camden Yards and M&T Bank Stadium, home of the NFL Ravens, and six
regional State universities participated in the auction.
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As a result of the DGS “reverse” energy auction, State government will pay less for
electricity over the next two years. The procurement process produced a projected cost
avoidance estimated to be almost $5.8 million per year. As one of the biggest power
users in the State, the auction was designed to allow the State to lock in the lowest
possible cost before price caps expired in summer 2004.

The Internet auction was divided into 30 separate, 15-minute auctions, which included
2,400 State accounts in total. Prices bid by the six active suppliers ranged from $0.054/
kWh to $0.0630/ kWh. As a confirmation of the process and approach, over 320 bids
were received during this one day auction. Based on the effectiveness of the State’s RFP
architecture and bid structuring, approximately 13 percent of the electricity supplied to
State executive departments and agencies (over 100M kWh) will come from
environmentally-friendly “green power,” which consists of electricity produced with
renewable resources. By using the unique “reverse” energy auction, DGS was able to
purchase the "green power" at no additional cost when compared to conventional power
bids received the same day for the same accounts.

Winning bidders were Reliant Energy Solutions, PEPCO Energy Services, Washington
Gas Energy Services and ConEdison Solutions. The contracts are for two years with two
one-year renewal options.



AWARD QUESTIONS

Maryland Department of General Services
“Reverse” Energy Auction

1. Describe the program and relative significance to the improvement of
operation and/or efficiency of state government.

The program addresses (1) the problem of the State's normal lengthy contract and
bidding process, and (2) the tight time frame in which the State must organize,
develop and implement an aggregation program to take advantage of electricity

savings in a deregulated marketplace.

2. Provide calculation of actual savings in the short and/or long term.
The Maryland Department of General Services (DGS) “Reverse” Energy Auction
was implemented on March 31, 2004 and started producing savings on July 1,
2004, when new rates went into effect. The DGS program takes advantage of
aggregation, offering a larger and more balanced electrical load to a potential
supplier and therefore receiving lower prices. This approach saves State agencies
and Maryland taxpayers more than $5.8 million annually in electricity costs.
The State envisions reaping these substantial savings for the next two years — and
possibly two additional years. Additionally, DGS anticipates conducting

additional “reverse” energy auctions in the future.



Describe quantitative benefits realized by service recipients, taxpaying,
and/or state agencies.

Initially, nine State agencies benefited from the program including the
Departments of Transportation, General Services, Juvenile Services, Public Safety
and Correctional Services, Natural Resources, Maryland State Police, Military,
Agriculture, and the District Court of Maryland. Additionally, the Maryland
Stadium Authority, which runs Major League Baseball's Oriole Park at Camden
Yards and M&T Bank Stadium, the home of the National Football League
Ravens, the University of Maryland- Baltimore, Baltimore City Community
College, the University of Baltimore, Morgan State University, Bowie State
University and Coppin State University also took advantage of the streamlined
bidding process. State taxpayers benefit from reduced electricity costs and more
efficient state operating procedures. Electricity suppliers benefit because they
were able to reduce RFP response time and offer lower prices. DGS invited
community colleges, school districts, and local governments to join the State in its
bidding to hold down costs. There were no start-up costs for the State. Users —
the various agencies/departments — are paying a fee to the procurement services
provider, Science Applications International Corporation (SAIC) to support the
program while enjoying significant energy cost savings. Approximately 13
percent of the electricity supplied to the State executive departments and agencies
will be environmentally-friendly “green power,” which consists of electricity
produced with renewable sources. DGS was able to purchase the “green Power”
at no additional cost premium when compared to conventional power bids

received the same day for the same accounts.



Describe applicability of use by other state, local and/or federal
government.

When electricity deregulation comes to other states, the DGS “Reverse” Energy
Auction model can be readily put into practice. The team that provided the
procurement services and expertise to DGS was Science Applications
International Corporation (SAIC) and its partner, World Energy. Inc. The team
recently provided the same services to the District of Columbia which resulted in
a $41million electricity supply contract award (including 5 percent renewable
power) which will serve over 600 government accounts. The team has also been
asked to provide information on the processes and technology used to state
agencies in Virginia, Illinois and Massachusetts. Additionally, the General
Services Administration has made over $525 million in supply contract awards
for electricity and natural gas through the team. The contracts serve over 25

Federal agencies in 27 states across the US.
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NASCA 2005 OUTSTANDING PROGRAM AWARDS APPLICATION

Save Smart New Mexico’s “Smart Support” Project:
$80 Million in Savings — 35% Increase In Work With State Suppliers

EXECUTIVE SUMMARY

Governor Richardson gave Cabinet Secretary Edward J. Lopez the green light to launch the
state’s “Smart Support Project” to find innovative ways to meet challenges facing every state
government: In addition to reducing taxpayer dollars spent on the purchase of goods and
services, Smart Support increases the state’s share of business with local vendors, and assists
small, local businesses with state procurement processes. Launched and managed by General
Services Department (GSD), Smart Support expanded to include the active involvement of the
Economic Development Department, State Purchasing Division’s Procurement Assistance
Program, and the New Mexico Small Business Development Center.

In addition to creating savings for taxpayers by promoting collaboration between the State's
agencies and institutions to effectively leverage the State's purchasing power, Smart Support
successfully solved the primary problems tackled by other state’s strategic sourcing initiatives —
avoiding budget crisis, escalating costs and declining revenue — while growing dramatically to
meet new challenges of supplier diversity goals, the need for expanded work with in-state
suppliers, extensive training requirements for purchasing professionals and compliance
monitoring.

Smart Support’s main objective was to create a level playing field for small, resident businesses
by ensuring that these vendors received every opportunity to participate in the State’s
procurement processes. This was accomplished by using a three-fold approach:

Providing hands-on training and assistance to small vendors in understanding and responding
to the procurements

Structuring the procurement to ensure that the requirements did not disadvantage small
businesses in any way

Utilizing small business preferences

The program has so far created contract length savings of over $80 million and increased
the money spent with New Mexico companies by 35%



PROGRAM OVERVIEW

The Save Smart and Smart Support program truly levels the playing field by changing many
facets of the procurement process and empowering local businesses.

In the past, vendors either received notifications of new procurement through the mail (if they
registered with the State) or though advertisements in the paper. Not all vendors were aware of
the advertisements in the paper. As part of the Smart Support program, phone calls were made
to all registered vendors to ensure that they received the solicitation notification and were to
access all the necessary solicitation documents. Additionally, vendors not registered with the
state were also contacted to inform them about the procurement. Vendors were encouraged to
participate and every effort was made to help them through the process. In the past local firms
were apprehensive about responding to complex RFPs due to their extensive and complicated
questionnaires and short response times. To address these concerns the state conducted specific
training sessions to address questions regarding the RFP process and development. All offerors,
especially small, local businesses, were encouraged to attend these training sessions. During
these sessions hand-on training was provided on (a) the RFP process and key differences from
the traditional ITB (Invitation to Bid) process, and (b) assistance in completing the RFP
solicitation.

The Save Smart program also critically reviewed the design and structure of RFPs and made
modifications to make the RFP more acceptable to small, local businesses. For instance in the
procurement of Office Supplies, instead of asking all offerors to bid on the entire state’s
business, the state was divided into several different purchasing “zones” to allow smaller
businesses to compete in those geographic areas where they had a distribution presence and
could better compete with larger businesses. As another example, in the solicitation for Copiers,
vendors were allowed to bid on a combination of “product bands” and purchasing zones. This
further allowed small, local vendors to pick and choose the segments where they were the most
competitive.

Finally the Save Smart program also employed the use of preferences for resident businesses to
support local vendors. However, since larger businesses also qualified for these resident
preferences, an additional preference for a small, resident business was also employed. This
preference was available only to resident businesses that were of a certain size in terms of sales
revenues.



PROGRAM RESULTS

As a result of the changes instituted by the Save Smart and Smart Support programs, the money
that the state spent with New Mexico companies increased by 35%!
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While improving the value every New
Mexico citizen receives for his or her tax
dollars, this program also proved that many
of those best values come from small and in-
state companies. In several areas like
computer hardware and mailing equipment,
New Mexico ended up moving its contracts
from multi-national companies located
outside our borders to companies that call
New Mexico home. These success stories
would not have been possible without the
demonstrated commitment of the Smart
Support program.



SELECTED VENDOR SUCCESS STORIES

GMSS Hires More to Deliver
Cost Savings to the State

General Mailing and
Shipping Systems
(GMSS), whose motto is
“The Customer 1s #1.”
has  seen  significant
growth in its business
since  winning  the
statewide contract earlier
this year. The owner of GMSS, Mary Stramel, said
she has hired five new employees and is always
looking for additional people to work in sales. They
have also expanded their office space by about 15%.

Belew’s Rises Above to Provide
Office Supplies Savings

Before Save Smart., Belew’s Office Fumniture &
Supplies did limited work for the State, despite being
in the business for 25 years. Since winning the
statewide office supplies contract earlier this vear,
Belew’s is growing its business significantly, They
have hired five additional staff to handle customer
service and operations, and have moved into a facility
that is 50% larger this month. Mike Belew, the owner
of company, said, “For several years in the past, we
have not had an opportunity to be on the State’s office
supplies contract. The Save Smart program gave us
the chance to compete and win against the large
national companies.”

Toner Contract Creates Jobs and Savings
at Laser Specialists

The  State’s  toner
cartridges contract was
awarded to  Laser
Specialists, a small firm
based in Albuquerque
that recently joined
hands with  another
New Mexico firm,

Alternative Business
Systems. They now call themselves Documation, Ine.

The cwrent President and CEO, Anthony Jacquez,
got into the toner business in 1989 by selling his
cement truck and buying Laser Specialists. Since then
he has grown the company from a small shop with
$150,000 in revenues to a $2 million operation.

Together with Alternative Business  Systems,
Documation, Inc. has 40 employees and currently
occupies a large facility in Albuquerque.

Mz, Jacquez said that the Save Smart contract would
result in significant growth for his firm while
delivering savings to the State. “We have mnereased
our staff to cover the delivery and administration
requirements for this large contract,” he said. “The
Save Smart process leveled the playing field and
allowed us to compete and win against large out-of-
state businesses.” Mr. Jacquez also mentioned that the
State confract has improved his relationship with
vendors. “This contract allowed us to secure strong
vendor relationships and better prices, and now we
are passing those savings to our customers.”
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NASCA OUTSTANDING PROGRAM AWARD NOMINATION

Executive Summary:

The Arizona Hiring Gateway is Arizona's new automated recruitment and hiring system.
It provides a "paperless” Internet based process that eliminates time consuming paper
tasks and reduces the calendar time to complete the process. Applicants can now find all
state job opportunities at one web site, azstatejobs.gov. However, Hiring Gateway is not
just another pretty job board. Instead, all participants in the process (hiring supervisors,
personnel liaisons, recruiters, agency approvers, agency executives, and applicants) use
Hiring Gateway in an integrated symphony of actions to complete the process rapidly and

with minimal costs.

Hiring Gateway replaced our previous paper driven process that consumed staff time
copying, filing, tracking, and mailing documents. A typical recruitment action took 70
days and required paper to be moved between 11 different agency staff members multiple
times. The process was no more friendly to people looking to work for the state.
Applicants had to search out 130 individual agency web sites if they hoped to find state
wide job opportunities. If they had the patience for that venture they would find 130

different formats and application processes.

Our initial results have been impressive. We are reducing the calendar time to hire by 18
days...a 30% reduction. Staff productivity has increased 20%. Azstatejobs.gov is
providing up to 4 times more candidates than our old process yielded. Customer

satisfaction with the new automated process is very high.



NASCA OUTSTANDING PROGRAM AWARDS NOMINATION

Describe the program and relative significance to the improvement of the operation

and/or efficiency of state government.

The average turnover rate for State of Arizona employees is 14.9%. Many critical jobs
have turnover rates over 30%. If the state is to maintain an effective workforce that is
responsive to its’ customers, we must have a recruitment process to fill 7,500 open
positions annually that is fast, efficient, and makes it easy for applicants to find and apply

for jobs. Our old paper based recruitment process provided none of those things.

In March 2004, we began implementing an Internet based e-recruitment program called
Hiring Gateway to address our needs. We had four objectives with Hiring Gateway : 1)
reduce the time it takes to hire a new employee, 2) reduce the cost to compete the
recruitment process, 3) provide more qualified candidates for evaluation, and 4) make it
easy for people looking for work to find and apply for state jobs. We completed our
development in October 2004, piloted the application in November and December 2004,

and implemented the program in over 100 agencies by March 2005.

Here’s how Hiring Gateway works to achieve our objectives. Hiring requisitions are
created online and electronically routed to approvers for review. No more copying and
filing of requisitions or waiting for the mail to begin the review process. Once approved,
the requisition is electronically posted to a single state-wide job board

(azstatejobs.gov). No more creation of paper announcement notices or posting to agency

specific web sites. Applicants review current agency job openings, submit their resumes,



and apply for specific jobs on-line at a single web site (azstatejobs.gov). In addition,
azstatejobs.gov emails future job openings to applicants in their area of interest so they
don’t have to continually check the job board. Every job posting is in the same format
and the application process is identical across agencies. No more wondering around
multiple agency web sites in an attempt to find the right opportunity. Once the job
announcement period ends, human resource staff reviews applicant’s resumes on-line and
create an electronic hiring package. The electronic hiring package is emailed to the
hiring authority. No more creating, copying and filing paper hiring packages. No more
waiting for the mail to get to the hiring authority to begin the review process. The
selected candidate is electronically routed to approvers for review. Once

approved, information about the selected candidates is automatically transferred into our

Human Resources Information System (HRIS) thus minimizing duplicate data entry.

Hiring Gateway provides a “paperless” recruitment process that supports the ENTIRE
recruitment and hiring business process. It is not just another pretty job board.
Instead, all participants in the process (hiring supervisors, personnel liaisons, recruiters,
agency approvers, agency executives, and applicants) use Hiring Gateway in an
integrated symphony of actions to complete the process rapidly and with minimal costs.

We believe the comprehensive revamp of our business process is what makes Hiring

Gateway unique and deserving of consideration for this award.

Provide calculation of actual savings in short and.or long term: if applicable.




