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Foreword

This audit was conducted pursuant to the authority of the Office of
the City Auditor, as provided in the Revised Charter of Honolulu.
This audit topic was selected, in part, by concernsraised in
Resolution 06-144, which noted the instability and uncertainty of
crude oil supply and price, and itsimpact on city government
operations. The resolution requested our office to conduct a
comprehensive energy audit of city-owned buildings and an
assessment of present and potential energy-saving programs and
initiatives. Although the Honolulu City Council did not adopt
Resolution 06-144, our office deemed that an audit focused on select
management issues related to electricity cost and consumption would
be beneficial to the council and Honolulu's taxpayers.

We wish to express our appreciation for the cooperation and
assistance provided to us by the staff of the Departments of Budget
and Fiscal Services, Design and Construction, Facility Maintenance,
and others who we contacted during this audit.

Ledliel. Tanaka, CPA
City Auditor






Office of the City Auditor City and County of Honolulu

EXECUTIVE SUMMARY

Audit of the City's Electricity Costs, Consumption, and
Management
Report No. 08-02, July 2008

Thisauditwasconducted pursuant totheauthority of the Officeof the
City Auditor, asprovidedintheRevised Charter of Honolulu. This
audittopicwassel ected, inpart, by concernsraisedin Resol ution 06-
144, which notedtheinstability and uncertainty of crudeoil supply and
price, anditsimpact oncity government operations. Theresolution
requested our officeto conduct acomprehensiveenergy audit of city-
owned buildingsand an assessment of present and potential energy-
savingprogramsandinitiatives. Weadvisedthecouncil, however, that
anoutsideconsultant woul d beneeded to addressthefull scopeof the
audit proposed by theresol ution. AlthoughtheHonolulu City Council
did not adopt Resol ution 06-144, our officedeemedthat anaudit
focused on sel ect management i ssuesrel atedto el ectricity costand
consumptionwoul dbebeneficial tothecouncil andHonolulu’s
taxpayers.

Background InFY 2006-07, the City and County of Honolulu consumedover 169
millionkilowatt hoursof electricity at acost of $28.5million. These
figurescover dectricity usagefor city buildings, streetlightingandsignals,
parks, and other municipal facilities. Inadditiontoelectricity, thecity
alsomanagestheuseof other energy andrel ated resourcessuchasfuel,
water, recyclables, andwaste.

Thecity’ senergy management functionsaredisbursedamongthree
primary departments. TheDepartment of Budget and Fiscal Services
monitorsenergy consumptionandreducescosts. Department staff
reviewselectricity bills, makespaymentsonbehalf of city agencies, and
providesel ectricity budgeting guidelinestocity departments. Budgetand
fiscal servicespersonnel areal soresponsi blefor managingthepurchase
of energy-efficient officeproductsidentifiedinthefederal government’s
Energy Sar program. TheDepartment of Designand Construction’s
M echanical/Electrical Divisonisrespons blefor theadministration,
coordination, management, and monitoring of el ectrical andmechanical
upgradestoexistingcity facilities. Thedivisionisalsotaskedwith
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planning, designing, and managingenergy conservationprograms. The
Department of Facility Maintenance' senergy management goalsinclude
increasingefficiency throughwork tracking systemsfor road

mai ntenance, property management, and el ectrical maintenance. The
department al sosupportstheuseof hybridvehicles, bio-diesel fuels,
andenergy-efficientlightinginanefforttoreducethecity’ srelianceon
fosslfuds.

Inadditiontothedepartments' jurisdictionover electricity management
Incity operations, theadministration hasal sotaken stepstoestablish
energy-relatedinitiativesaimedat managingthecity’ senergy future. The
current admini stration established aformal energy teamin September
2005withtheformati on of the Energy | ssuesCommitteecomprised of
agency administratorsfromthroughout theexecutivebranch. This
committeeevolvedintotheMayor’ sEnergy and Sustainability Task
Force, which in September 2007 issued the 21% Century Ahupua’ a
sustainability planfor FY 2006-07to FY 2016-17. Theplanestablishes
agoal toreduceel ectricity consumptioninexistingcity publicbuildings
by 10 percent from FY 2006-07 to FY 2016-17 as compared to

FY 2004-05 baselinedata.

Summary of
Findings

1. Thecity’ sdlectricity expendituresroses gnificantly despiteongoing
conservationefforts. BeforeFY 2002-03 and FY 2006-07, thecity
implementedeight formal el ectricity conservation programsand other
informal initiativesaimedat reducingeectricity costand
consumption. Althoughthecity’ selectricity consumptionincreased
5.7 percent over our five-year review period, expendituressoared
by 44 percent.

2. Thecity’ smanagement of e ectricity costsand consumptionlacks
full accountability. City agenciesaregenerally unabletoverify
whether e ectricity consumptionor cost goal sand obj ectiveswere
achieved. Becauseresponsibility for el ectricity costs, consumption,
and conservationaredispersed among several city agencies, thecity
lacksacomprehensiveframework toeffectively manageel ectricity
cost and consumption. Thebudget andfiscal servicesdepartment
doesnot fully enforceprocurement guidelinesrel ated tothepurchase
of Energy Star-rated equipment. Also, thecity doesnot
cong stently follow best practi cesin el ectricity management.
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Finding1: TheCity’sElectricity ExpendituresRoseSignificantly
DespiteOngoing Conser vation Efforts

Wefoundthat citywideel ectricity expendituresincreased 44 percent
between FY 2002-03 and FY 2006-07. Accordingto dataprovided
by Hawaiian Electric Company, inFY 2002-03, thecity washilled
$19.8millionfor eectricity; inFY 2006-07, billinggrew tojust over
$28.5million. Accordingtodataprovided by the Department of
Budget and Fiscal Services, thecity paid$18.5millioninFY 2002-
03,and$27.1 millionin FY 2006-07. Thethreecity agencieswith
thelargest percentageincreasebetween FY 2002-03 and FY 2006-
07 arethe Department of Community Services(290 percent); HPD
(153 percent), and Emergency ServicesDepartment (73 percent).

Wefoundthat citywideel ectricity consumptionincreasedby 5.7
percent between FY 2002-03 and FY 2006-07. In FY 2002-03, the
city consumed 160.2 millionkilowatt hours; in FY 2006-07,
consumptionincreasedto 169.3millionkilowatt hours. Y ear-over-
year increaseswerefairlyflat,increasingor decreasinglessthan 1
percentannually, exceptin FY 2005-06 when el ectricity consumption
increased 4.6 percentfromthepreviousfiscal year.

Our survey of city agenciesreveal scost and consumptiontrends
during FY 2002-03 to FY 2006-07. Wesent surveysto 21 city
agenciesandreceived 13responsesfromagenciesthatincurred
electricity expenses.

» 100f 13respondentsreported ageneral increaseine ectricity
costs, only 1 respondent indicated adecrease.

» 7of 13respondentsreported anincreaseinelectricity
consumption; only 2 respondentsindicated adecreasein
consumption.

Throughthesurvey responses, wefoundthat city government grew over
theperiod of FY 2002-03to FY 2006-07 infacilities, equipment, and
personnel. Electricity conservationeffortseither increased or stayedthe
sameduringthesametimeperiod. However, theconservationefforts
didnot appear to offsetrising el ectricity costs.

Wereviewed ajudgmental sampleof 100 €l ectricity accountsand
foundvariationsincost and consumptiontrends. Our review
showedthat el ectricity consumptionincreased 5.2 percentfrom
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FY 2002-03to FY 2006-07, but fluctuated year-over-year during
thefive-year period. Wea sofoundthat el ectricity expenditures
increased 9.9 percent from FY 2002-03 to FY 2006-07, but

FY 2006-07 showed adownwardtrend. Additionally, wefoundthat
only 19 percent of account codesshowed decreasesin both cost
and consumption; andthat 34 percent showed anincreaseinboth.

Our review notesthat between FY 2002-03 and FY 2006-07, the
cityimplementedeightformal electricity conservationprojectsand
other smaller projects.

Finding 2: Thecity’smanagement of electricity cost and
consumptionlacksfull accountability

Wefoundthat city agenciesaregenerally unabletoverify whether

el ectricity consumptionor cost goal sand obj ectiveswereachieved.
TheDepartment of Designand Constructiondidnot haveannual
verificationreportsonfilefor theHonoluluHal edlectrical upgrade
andretrofit performancecontract with Johnson Controls, Inc., nor
wasthereany city-maintained datafor ustoreview that would
ensurethat performancegoal sweremet. Additionaly, the
Department of EnterpriseServiceswasunabletoverify that the
2003EwaVillagesgolfcart re-charging project goal sand obj ectives
wereachieved. Weal sofoundthat el ectricity monitoringand
trackingalternativesarelimitedandinsomeinstancesmay undermine
cost savingshbenefits. Oneoptionistohireathird party consultantto
performmonitoringactivities. However, thiscanbecostly and may
alsooffset any cost savings. Also, theDepartment of Budget and
Fiscal Servicesdoesnotfollow procurement guidelinesfor Energy
Sar equipment purchases.

Wefoundthat thecity lacksacomprehensiveframework to
effectively managee ectricity costsand consumption. Some
governmentjurisdictionsestablished centralizedleadershipin
electricity management. 11990, thecity of Portland, Oregonwas
thefirsttoestablishalocal energy policy intheUnited States. It
createdan Energy Officeandacitizen’ sEnergy Commissionand
establishedagoal toincreaseenergy efficiency by 10 percentinall
sectorsof thecity and reducecity government energy billsby $1
millionintenyears. Thecitiesof Philadel phia, Pennsylvania,
Berkeley, Californiaand Evanston, Illinois, aswell asthe State of
Michigan, al havededicated energy officeswithjurisdictionover al
government operations. Incontrast, wefoundthat for Honolulu, no
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onecity agency isresponsiblefor managing el ectricity costsand
consumption. Asaresult, citywidedatafor effectiveanalysi sof
electricity managementislacking.

Wefoundthat the21% Century Ahupua‘ a el ectricity consumption
goal lacksaplanfor achievement. Althoughtheplantoreduce

el ectricity consumptionby 10percentincity publicbuildingsinten
yearsbecameeffectivein FY 2006-07, wefoundnoclear definition
astowhat city facilitiesweresubject tothe 10 percent reductionand
noguidelineastowhat affected agenciesmust doto meet thisgoal .
Furthermore, thereisnoevidencethat thetask forceiscurrently
measuringtheprogressof city agenciesinmeetingthismandate.

Despitesomeshortcomings, weal sofoundthat the Department of
Budget and Fiscal Servicestook apositivestepand beganissuing
electricity budgetingguideinestoall city agenciesin2007. These
guidelinespresented budget formul asthat aredesignedtohel pcity
departmentsestablishmoreaccurateel ectricity budgets. Priorto
FY 2006-07, thebudget and fiscal servicesdepartment did notissue
any guidancetoother city departments.

Wealsofoundthat city agenciesdo not consistently follow best
practicesinelectricity management. Weidentified eight sel ect best
practicesidentified by thefederal government’ sEnergy Star
programandfoundthat city agencies adherencevaried. Wefound
thethreebest practicesthat city agenciesidentified asmost
commonly performedarepurchasing Ener gy Sar-rated equi pment,
assigninganindividual or teamdedi catedtomanagedepartmental

€l ectricity cost and consumption, andgathering, tracking, and
analyzingelectricity data. Thebest practicesleast commonly
performedby city agenciesareprovidingincentivesor recognition
for meeting el ectricity cost and consumptiongoa s, providing staff
withspecidizedtrainingine ectricity management, communicating

el ectricity performancegoal sand reporting outcomesto staff, and
adheringtoaformal energy policy with set performancegoals.
Additionally, thecity hasno plansfor futureenergy or billingaudits,
nor doesit effectively communi cateel ectricity management resultsto
stakeholders.
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Recommendations
and Response

Wemadeseveral recommendationstoimprovethecity’ smanagement of
el ectricity cost and consumption. Werecommendthat themayor
continueeffortsto containelectricity costsand consumptionand consider
consolidating energy management dutiesunder asingleentity. Wealso
suggestedthat theMayor’ sEnergy and Sustainability Task Force

devel opanaction planfor meetingthe 10 percent reductionine ectricity
consumptionfor thecity’ sexisting publicbuildingsbetween FY 2006-07
and FY 2016-17.

Weal sorecommend that themanaging director devel opamonitoring
strategy toensurethat all city agencies’ cost and consumptionsavings
goalsaremetif usinggeneral fundsto support theprogramand consider
implementingel ectricity management best practi cessuchasreporting

€l ectricity management resultstoemployees, providetraining, and
fundingperiodicelectricity or billingaudits. Wefurther recommend
compiling dataand producingacomprehensiveannual report onthe
city’ soverall eectricity cost and consumption. Additionaly,we
recommendthat themanagingdirector examinedesi gnandconstruction
department’ soversight of itsperformancecontract with Johnson
Controls, Inc. todeterminewhether contract goal sand objectiveswere
met andif any penaltieshaveaccrued.

Werecommendthat thebudget andfiscal servicesdepartment enforce
provisionsof itspoliciesand proceduresmanual relatedtothepurchase
of Energy Sar-rated productsby amendingitsvendor agreementsand
ensuringthat agenciesprovideevidenceof purchases Energy Star
ratingwhereapplicable. Weal so suggest that thedepartment continue
toprovidecity agenciesguidanceinformul atingel ectricity budgets.

Weal sorecommendthat thedesignand construction department
enforced | performancecontract requirements, including monitoringand
verificationreports, andensuringthat thecity collectsfundsfrom
contractorsthat do not meet el ectricity cost and consumption guarantees.

Inresponseto our draft report, the Department of Budget and Fiscal
Servicesdirector, onbehalf of theaffected city agencies, expressed
appreciationfor theaudit’ srecognitionof themany accomplishmentsthe
city hasmadetoreduceel ectricity consumption. Thedirector also
expressed concernsover theaudit’ snarrow scopeand provided
clarifyinginformationregardingbillingdataprovided by HawaiianElectric
Company andthedesignand construction department’ suseof web-
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based el ectricity monitoringtechnology. Weamendedthedraft report to
addressthoseconcerns.

Inaddition, theresponding agenciestook exceptiontoour findingrelated
tothepurchaseof Energy Star-rated equi pment, the department of
designand construction’ smonitoring of theHonol uluHa eperformance
contract, andtheapparent lack of animplementationplanfor the21
Century Ahupua’ asectionrel ated toenergy conservation. Althoughthe
responding agenciesprovidedclarifyinginformationontheseissues, they
didnot haveasubstantiveeffect ontheaudit findings. Thus, for these
issuesand other concernsraisedinthedepartments' response, westand
by our auditfindings.

Leslie I. Tanaka, CPA Office of the City Auditor

City Auditor 1000 Uluohia Street, Suite 120
City and County of Honolulu Kapolei, Hawai'i 96707

State of Hawai'i (808) 768-3134

FAX (808) 768-3135
www.honolulu.gov/council/auditor
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Chapter 1

Introduction

Thisauditwasconducted pursuant totheauthority of the Officeof the
City Auditor, asprovidedintheRevised Charter of Honolulu. Theaudit
wasincludedintheoffice’ sAnnua Workplanfor FY 2007-08, which
wassent tothemayor and theHonolulu City Council inJune2007.

Althoughnot adopted by thecity council, Resol ution 06-144 requested
thecity auditor toconduct acomprehensiveenergy audit of city-owned
buildingsandfacilities. Theresolutionnotedthat theinstability and
uncertainty regardingthesupply and priceof crudeoil,acommodity on
whichthestateisalmost entirely dependentinmeetingitsenergy needs,
callsfor rigorousenergy management practicesby thecity tocontrol
costsand maximizeenergy efficiencies. Inanefforttotakethecity’s
energy conservation, management, and cost-control effortstoahigher
level, thecity council sought to havethecity auditor completea
comprehensiveenergy auditof city-ownedbuildings,includingan
assessment of present and potential energy-saving programsand
initiatives. Thecity auditor testified that outsi deresourceswouldbe
neededto addressthefull scopeof theproposed audit under Resolution
06-144.

Whilethecouncil decidedtoforgoaformal energy audit, the Officeof
theCity Auditor acknowledgestheissuesraised by theresolutionand
recogni zesthecontinued concernsregardingthecity’ smanagement of
energy costsand consumption. Thus, our officedeemedthat anaudit
focused on sel ect management i ssuesrel ated to el ectricity costsand
consumptionwoul dbebeneficial tothecouncil andHonolulu’s
taxpayers.

Background

InFY 2006-07, the City and County of Honoluluconsumedover 169
millionkilowatt hoursof electricity at acost of $28.5million. These
figurescover dectricity usagefor city buildings, streetlightingandsignals,
parks, and other municipal facilities. Inadditiontoelectricity, thecity
alsomanagestheuseof other energy andrel ated resourcessuchasfuel,
water, recyclables, andwaste.

Thecity’ senergy management functionsaredisbursedamongthree
primary departments. TheDepartment of Budget and Fiscal Servicesis
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Department of Budget
and Fiscal Services is
responsiblefor
monitoring energy
consumption and
reducing costs

Department of Design
and Construction plans,
designs, and manages
energy conservation
programs

respons blefor monitoringenergy consumptionandreducing costs, the
Department of Designand Constructiondesigns, plans, and manages
energy conservationprograms, andtheDepartment of Facility

M ai ntenancepromotesenergy aternativestoreducethecity’ sreliance
onfoss| fuels.

Thebudget andfiscal servicesdepartment’ sgoalsand objectivesareto
1) assessandimprovetheproductivity and cost effectivenessof city
operations, 2) assessandimprovethedepartments' operationsto
optimizeresourceallocations; and 3) increasedepartmental efficiency by
usingcompatibletechnol ogy andrevising current policiesand
procedures.

Specifically relatedtoel ectricity management, thedepartment’ sfiscal
sustainability objectiveinFY 2005-06 and FY 2006-07includeda
provisiontomonitor energy consumptionandreducecosts. The
department monitorsel ectricity costsusing budgetsastheguideline. Ten
fiscal officersareresponsiblefor aquarterly review of al city agencies
electricity costsandwill follow upwithagenciesthat haveexcessively
highelectricity bills. Inaddition, beginninginFY 2006-07,the
department beganissuingbudgeting guidelinestoassist city agenciesin
developingéd ectricity budgets. Thedepartment al somanagesthe
procurement of energy-efficient officeproductswhichareidentified by
thefederal government’ sEnergy Star program. 1n2005, the
department convenedtheadministration’ sEnergy & Sustainability
TaskForcetoaddresstherisingfuel oil pricesanditsimpact tothe
city’ soperating budget. Thetask force' sobjectiveistobrainstorm
energy reducinginitiativestooffsetthecity’ sincreasingenergy costs.

Thedesi gnand constructiondepartment i sthecentral agency responsible
fortheplanning, design, and constructionmanagement of thecity’s
Capital Improvement Program (CIP). Thedepartment’ sMechanical/
Electrical Divisionisresponsiblefor theadministration, coordination,
management, and monitoring of el ectrical and mechanical upgradesto
existingfacilitiesincludinglightingretrofitsandair-conditioningupgrades.
Thedivisonisspecifically taskedwithplanning, design, and management
of energy conservationprograms.

InFY 2005-06, thedepartment noted thefollowing energy-rel ated
accomplishments
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Parti cipatedinenergy conservation programssponsored by
utility companiesand stateagencies.

Devel opedlong-rangepl anning of energy conservation projects
forgovernment officebuildings.

ParticipatedintheHawaiian Electric Company (HECO) Energy
Efficiency ProgramandRebuildHawai*i program.

Anayzedelectricity billsfor theDepartment of Enterprise
Servicesfor thepasttwofiscal years.

Participatedinthecity’ sEnergy | ssuesCommitteetohelp
reducee ectricity consumption.

Installed anew energy management systemtocontrol air
conditioningfor energy savingsat Kapolei Hale.

Replaced obsol etefluorescent light fixtureswithenergy efficient
fixturesat theHalePauahi Municipal parkingstructure.

IM anaged on-going energy servicesperformancecontract for
Fas Municipal Buildingandpolicedepartment headquarters
(annual cost savingsof $500,000).

Established abaselineenergy usageand recommended energy
conservationimprovementsfor Neal Blaisdel| Center arena
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Exhibit 1.1
Centrifugal Chiller, Fasi Municipal Building

This 400-ton centrifugal chiller for the Fasi Municipal Building, which
replaced an older, 325-ton model, provides greater efficiency.

Source: Office of the City Auditor

Inaddition, the Street Lighting and FacilitiesElectrical Branch
providesfor planninganddesigning roadway and publicfacilitieslighting
andforthedesignandreview of parks’ electrical facilities. FY 2005-06
accomplishmentsinclude:

e Establishedroadway standardsfor lightingoncity streets.

e Managedjointcoordinationwith Hawaiian ElectricCompany for
thecity’ s874€electrical poles.

Thedesi gnand constructiondepartment oversaw theinstall ation of
energy efficientair conditioning, lighting, and energy management systems
at HonoluluHale. TheHonoluluHaleproject contributed towardthe
city’ sreceipt of the2004 Energy Efficiency Awards, Project of the

Y ear, sponsored by Hawaiian Electric Company.
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Thedepartment doesnot havejurisdiction over all city buildings

InFY 2003-04 thedesignand constructiondepartment reportedthat it
coordinated, planned, designed, orimplemented programsrel atedtothe
city-wide ener gy conservation program. However, the department
doesnot havejurisdictionover all city-owned buildings. Someof the
facilitiesunder designand construction’ sjurisdictioninclude:

* Policestations

*  Waikiki Natatorium

e Kapolei CivicCenter

* HonoluluHde

e FasMunicipa Building

* Medica Examiner’ sOffice

¢ HonoluluPoliceDepartment Headquarters

City Squareat DillinghamBlvd.

Someof thefacilitiesnot under thedepartment’ sjurisdictionincludeNeal
Blaisdell Center, Waikiki Shell, municipal golf courses, HonoluluZoo,
firestations, andrefuseand wastewater treatment faciliti es.

Additionally, notall city departmentspay el ectricity costs. Insome
instances, departmentsarecontainedinacity-ownedbuildingthatis
managed by another department (e.g. thedesignand construction
department payse ectricity for HonoluluHa eand Fas Municipal
Building). TheHonol uluPoliceDepartment currently payselectricity for
onlyfour of itsfacilities. Other departmentsand agencieslease
commercial spacewhereel ectricity costsarenot paid separately by the
city. City departmentsand agenciesthat donot directly pay for
electricity include: theprosecutingattorney, planningand permitting,
humanresources, budget andfisca services,informationtechnology,
corporationcounsel, medical examiner,andthemayor.
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Department of Facility
Maintenance promotes
energy alternatives to
reducethecity’sreliance
on fossil fuels

Mayor’s Energy and
Sustainability Task
Force is the Current
Administration’s
Energy Initiative

Task forcedeveloped
energy conservation and
sustainability goals and
objectives

The department servesasa consultant to city agencies

For agenciesandfacilitiesthat arenot under designand construction’s
jurisdiction, thedepartment servesasaconsultant. Thedepartment
respondsto requeststo plan energy projectsfor theseagencies. For
example, at theDepartment of EnterpriseServices request, designand
constructionassistedwithalightingretrofit project. Designand
constructionadministratorsnotethat although thedepartment doesnot
havejurisdictionoveral city facilities, itisresponsiblefor reviewingall
proposed capital improvement projects, which offersthedepartment an
opportunity toreview agencies proposal sand provideinput.

Thefacility maintenancedepartment’ smissionistoprovideefficient,
effective, and progressivemaintenanceof assignedcity facilitiesfor the
well-being of O ahu’ scommunitiesandtoattaincity goals. Oneof the
department’ sgoal sistoincreaseefficiency throughwork tracking
systemsfor road maintenance, property management, andelectrical
maintenance. Thedepartment al sosupportsusingenvironmentally-
friendly vehiclessuchashybridvehicles, fuelssuchasbio-diesdl,and
energy-efficientlightingtoreduceharmful emissionstotheenvironment,
andtoreducerelianceonfossi| fuels.

Thecurrent administrationbeganestablishingaformal energy
management teamin 2005withtheformation of the Energy | ssues
Committee, whichincluded agency representativesfromthroughout the
executivebranch. Thiscommitteeevolvedintoabroader task forcethat
formul ated specificgoal sand obj ectivesfor thecity’ senergy future.

In September 2005, the Department of Budget and Fiscal Services
convened staff fromvariouscity departmentsandformedtheEnergy

I ssuesCommittee, whichwastaskedto addressrisingfuel oil pricesand
itsimpacttothecity’ soperatingbudget. Thecommittee’ sobjectivewas
tobrainstormenergy reducinginitiativestooffset thecity’ sincreased
energy costs. Thecommitteeestablished threesubcommittees:

e FHectridaty
* FuedUsage

* |nnovativeldeasor Out-of-the-Box
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Anemployeeawarenesssubcommitteewaslater addedto hel pfoster
energy conservationat theindividual employeelevel. Inearly 2007, the
Energy IssuesCommitteeevol vedintotheMayor’ sEnergy and
Sustainability Task ForcetodevelopalO-year plantomakethecity
evenmoreenergy efficientand sustainable. Thetask force sobjectives
areto:

e Examinecurrenttechnology andimproveuponexisting practices
tomakethecity moreenergy efficientand sustainabl e

* |dentify new technol ogiesand practicesthat can beusedto
Improvecity operationsby maximizingenergy efficiency,
reducingwaste, and protectingtheenvironment;

* AdheretotheMayor’ svision of the21% Century Ahupua’' a
anditsdrivingprinciples,

* AlignwiththeU.S. Conferenceof Mayor’ sClimateControl
Agreement of 2004 advocatingthereduction of greenhousegas
emissions,and

* DevelopalO-year planwithgoa sand benchmarksintheareas
of energy conservation, fuel andtransportation, material recovery
andrecycling, water conservation, watershed protectionand
management, sustai nableagriculture, innovativeurbanforestry,
and educationandoutreach.

Task forcemembersincluderepresentativesfromthefollowingcity
agencies

* Mayor sOfficeof CultureandtheArtsand Officeof Economic
Development

* BudgetandFisca Services
* Customer Services
* DesgnandConstruction

* EnterpriseServices
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Sustainability plan
establishes a goal to
reduceelectricity
consumption by 10
percent over 10 years

* FacilityMaintenance

* |nformationTechnology
* ParksandRecresation

*  Environmenta Services

* Trangportation Services
* Boardof Water Supply

Thetask forcemeetsquarterly, or as-needed, to performdutieswhich
includeassessi ngthecurrent statusof energy conservationand
sustainability effortsthroughout thecity by reviewingreportsfromthe
workinggroups, preparingand submitting quarterly statusreportstothe
mayor, and reviewingand adj usting benchmarksfor major changeswith
city functionsandfacilities.

Thetask force’ seffortscontrasttotheprior administration’ sapproachto
energy management. InJanuary 2003, theprior city administration
appointedaformer city councilmember tofill anexecutiveass stant
position, City Energy Coordinator, for thepurposeof coordinatingthe
city’ senergy conservation programandthedevel opment of thecity’s
Sustainability Master Plan. Specifically, thepositionwasresponsiblefor
identifyingand pushingimplementationof internal city projectstomake
thecity moresealf-sustaininginregardtoenergy. Theyincludedspecific
initiativessuchastheair conditioningretrofitfor theFas Municipal
Building, devel opment of acity-wideenergy performancecontract, and
identifying projectstoenhancecity self-sustainability inregardtoenergy.
Thecoordinator wasal sotaskedto monitor, participate, and coordinate
programsand projectsthat promoteenergy andresourceefficiency, as
well asassistinorganizingworkshops. Thecoordinator positionwas
terminatedin December 2004.

In September 2007, the Energy and Sustainability Task Force, in
concertwiththemayor, issued the21% Century Ahupua’ a, which
establishesthecity’ ssustainability planfor theperiod of 2007—-2017.
The21% Century Ahupua’ &’ ssustainability plan seeks, aspart of its
gods,to:



Chapter 1: Introduction

Audit Objectives

Scope and
Methodology

1. Reducedectricity consumptioninexistingcity publicbuildingsby 10
percent from FY 2006-07 to FY 2016-17 as compared to FY 2004-
05baselinedata.

2. Construct new city buildingsusing Green Building practices.

3. Retrofitcity affordablehousing projectswithenergy efficient light
fixturesduringroutinemai ntenance.

Toachievethesegoals, theplancallsfor city agenciesto scheduleand
implement energy conservationretrofit projectswithas mplepayback of
20yearsorless. Agenciesaretaskedtorank city buildingsby energy
usagetoidentify baselineandinitia energy savingspotential, conduct
energy assessments(audits) of highelectricity consumptionfacilities,
eval uatecost effectiveness, andimplement cost effectiveprojectswith
capital improvement programfundsor other financing. Inaddition,
property managersat variouscity affordablehousing projectswill
replaceburnt outincandescent and obsol etefluorescent lightswith
energy efficientlightsduringroutinemai ntenance.

1. Reviewandassesscitywideexpendituresfor electricity from
FY 2002-03 to FY 2006-07

2. Reviewandassessthecity’ smanagement of el ectricity consumption
from FY 2002-03 to FY 2006-07.

3. Makerecommendationsasappropriate.

Wefocused our review onelectricity expendituredatamaintained by the
Department of Budget and Fiscal Servicesand HawaiianElectric
Company fromFY 2002-03to FY 2006-07, andindividual departments
andagenciesasappropriate. Wereviewedand analyzed el ectricity
consumptiondatafromasampleof select city departmentsand agencies.
Weal soreviewed and assessed asampl eof energy-efficiency projects
implemented between FY 2002-03 and FY 2006-07 todetermineif
efficiency targetswereachievedand maintained. Wetested el ectricity-
rel ated operationsfor compliancewithapplicablecity charter, ordinance,
policies, and proceduresrel atedto el ectricity consumption. Finaly, we
interviewed administratorsand staff fromtheDepartmentsof Budget
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andFiscal Services, Designand Construction, Facility Maintenance, and
HECO. For purposesof thisaudit, weexcluded theBoard of Water
Supply duetoitsquasi-government status. Any citywidereferences
containedinthisreport excludestheboard.

Inconductingthisaudit, wesought toexaminethecity’ soverall
approachtomanaging el ectricity costs, consumptionand management,
rather thaneval uatingthosevariablesfor individual city agencies. Also,
duringour audit planning phasewefoundthat not all city agencies

mai ntaincons stent e ectri city consumptiondatafor our five-year review
period, whichlimitedour analyses. Furthermore, duetotheaudit’ sfocus
onelectricity cost and consumption, wedid not examinethecity’ suseor
conservationof other related energy resourcessuchasfuel, water,
recyclables, alternativeenergy, and solidwastemanagement. Whilewe
acknowledgesomeinter-rel atednessbetween energy sourcesin
managing el ectricity cost and consumption, thisaudit focused strictly on
electricity provided by Hawaiian El ectricCompany.

Thisaudit wasconductedinaccordancewith Generally Accepted
Government Auditing Standards.



Chapter 2

The City’s Electricity Conservation and Cost
Containment Initiatives are Hampered By a
Fragmented Management Structure that Lacks
Accountability and Fails to Effectively Implement

Best Practices

Over thefive-year period spanning FY 2002-03 through FY 2006-07,
Honolulucity government consumedover 821 millionkilowatt hoursof
electricity at acost of nearly $120million. Whencomparingthe
beginning of thistimeperiodwiththeend, wefoundthat el ectricity
consumptionincreased by 5.7 percent, but el ectricity costincreased by a
disproportionaterateof 44 percent. Thecity administration,in
coordinationwithitslead €l ectricity management agenciesof budgetand
fiscal services, anddesignand construction, implemented severa energy
conservation projectsduringthistimeperiod. Whiletheseeffortsare
commendable, wefoundthat in somecasestheenergy costand
consumption savingscannot be, or werenot, evaluated. Also, thecity’s
current organi zational structuredoesnot support acitywidestrategy for
energy management. City government couldfurtherimproveefficiencies
by enforcingexistingenergy conservation protocol sandimplementing
variousmanagement best practi cessuggested by thefederal

government’ sEnergy Sar program.

Summary of
Findings

1. Thecity’ sdlectricity expendituresroses gnificantly despiteongoing
conservationefforts. Between FY 2002-03and FY 2006-07, the
cityimplementedeight formal el ectricity conservationprogramsand
otherinformal initiativesaimedat reducing cost and consumption.
Althoughthecity’ selectricity consumptionincreased 5.7 percent
over our five-year review period, expendituressoared by 44
percent.

2. Thecity’ smanagement of el ectricity costsand consumptionlacksfull
accountability. City agenciesaregenerally unabletoverify whether
€l ectricity consumption or cost goal sand objectiveswereachi eved.
Becauseresponsibility for €l ectricity costs, consumption, and
conservationaredispersed among several city agencies, thecity

11
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The City’s
Electricity
Expenditures Rose
Significantly
Despite Ongoing
Conservation
Efforts

Citywide electricity
expendituresincreased
44 percent between
FY2002-03 and FY2006-
07

lacksacomprehensiveframework toeffectively manageel ectricity
cost and consumption. Thebudget andfiscal servicesdepartment
doesnot fully enforceprocurement guidelinesrel ated tothepurchase
of Energy Star-rated equipment. Also, thecity doesnot

cong stently follow best practi cesin el ectricity management.

Thecity’ selectricity expendituresroses gnificantly despiteongoing
conservationefforts. Between FY 2002-03 and FY 2006-07, thecity
implementedeight formal el ectricity conservation programsand other
informal initiativesaimedat reducing costsand consumption. Although
thecity’ selectricity consumptionincreased 5.7 percent over our five-
year review period, expendituressoared by 44 percent.

Inordertoevauatethecity’ selectricity expenditureswereviewedbilling
information provided by Hawaiian Electric Company (HECO) and
expendituredataprovided by the Department of Budget and Fiscal
Services. Wefoundthat thereareavariety of cost centerswithinthe
city’ scurrent structureandthat different departmentshavevarying
electricity usage. Wea sofounddifferencesintheexpenditurefigures
provided by HECO and thebudget andfiscal servicesdepartment.

Accordingtobillingdatain FY 2002-03, HECObilledthecity
$19,829,609for electricity. InFY 2006-07, theamount billedfor
electricity increased 44 percent, t0$28,554,474. Duringtheperiod of
FY 2002-03to FY 2006-07, year-over-year figuresshow ageneral
increaseinelectricity cost, withasignificant spikebetween FY 2004-05
andFY 2005-06. Inthat fiscal year, thecity’ selectricity billing spiked by
nearly 29 percent. Conversely, between FY 2005-06 and FY 2006-07,
electricity billingactually decreased by just over three-quartersof one
percent. Exhibit2.1revealsthecity’ selectricity costsfor FY 2002-03to
FY 2006-07.
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Exhibit 2.1

City’s Electricity Billing
Hawaiian Electric Company Data

FY2002-03 to FY2006-07

Fiscal Year Billing Amount % Change from Prior Year
FY2002-03 $19,829609 -
FY2003-04 $20,360,017 2.67%
FY2004-05 $22,386,594 9.95%
FY2005-06 $28,778,974 28.55%
FY2006-07 $28,554,474 -0.78%
Electricity Billing
$35,000,000
$30,000,000
$25,000,000
» $20,000,000
8
S
O $15,000,000 |
$10,000,000
$5,000,000 |
$0
FY2002-03 FY2003-04 FY2004-05 FY2005-06 FY2006-07
Fiscal Year

Source: Hawaiian Electric Company

TheDepartment of Budget and Fiscal Servicesalsoprovidedelectricity
expendituredata. Accordingtodepartmental figures, thecity paid
$18,535,138for el ectricity expensesin FY 2002-03, and $27,140,931
inFY 2006-07, whichrepresentsanincreaseof 46 percent. Thethree
agencieswiththelargest percentageincreaseineectricity expenditures
between FY 2002-03 and FY 2006-07 arethe Department of

13
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Community Services(290 percent), Honolulu PoliceDepartment (153
percent), and Emergency ServicesDepartment (73 percent). Exhibit2.2
showsthecity’ selectricity costs, by city agency, asreported by budget
andfiscal services, for FY 2002-03to FY 2006-07.

Exhibit 2.2

City's Electricity Expenditures
Budget and Fiscal Services Data
FY2002-03 to FY2006-07

. 0
Fiscal Year ey z/oogzhgggtg

Agency 2002-03 2003-04 2004-05 2005-06 2006-07 FY2006-07
DES $1,177,204 $1,178,465 $1,272,085 $1,384,895 $1,383,410 17.5%
DDC $3,479,410 $3,554,781 | $3,940,956 | $4,925,416 $4,394,981 26.3% h
CsD $40,594 $38,146 | $45,202 | $52,735 $55,073 35.7% ”
HFD $525,873 $546,010 $589,655 $764,715 $860,640 63.7% |
ESD $27,563 $28,700 $33,315 $39,981 $47,681 73.0% |
DCS $48 $1,954 $2,157 $607 $187 289.6% |
MAY $39,608 $44,189 | $39,726 | $41,910 $41,689 5.3% h
DPR $2,385,583 $2,548,763 | $2,729,764 | $3,395,411 $3,336,403 39.9% ”
HPD $6,354 $6,403 | $8,035 | $14,735 $16,053 152.6% h
DFM $3,433,906 $3,580,231 $3,835,491 $4,758,535 $4,804,898 39.9% |
DTS $445,947 $513,202 | $536,307 | $585,417 $579,755 30.0% "
ENV $6,973,048 $7,628,952 $8,118,461  $11,006,243  $11,620,161 66.6% |
TOTAL $18,535,138  $19,669,796  $21,151,154  $26,970,600 $27,140,931 46.4%

LEGEND

DES — Department of Enterprise Services MAY —Mayor

DPR — Department of Parks and Recreation
HPD — Honolulu Police Department

DFM — Department of Facility Maintenance
DTS — Department of Transportation Services
ENV — Department of Environmental Services

DDC - Department of Design and Construction
CSD - Customer Services Department

HFD — Honolulu Fire Department

ESD — Emergency Services Department

DCS — Department of Community Services

Source: Department of Budget and Fiscal Services
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InFY 2006-07, the Department of Environmental Servicesspent $11.6
millionfor electricity, whichrepresents43 percent of thecity’ stotal
electricity expenditures. TheDepartment of Facility Maintenancehad
thesecond highest expendituresof $4.8million, whichrepresents18
percent of citywideexpenditures. TheDepartment of Designand
Congtructionfollowedwith$4.4million, or 16 percent of citywide
expenditures. Exhibit 2.3depictsthedistributionof electricity
expenditures, by agency, for FY 2006-07.

Exhibit 2.3
City's Electricity Expenditures by Agency Distribution
FY2006-07
DDC, 16.2%
m DES
0,
CSD, 0.2% m DDC
DES, 5.1% HFD, 3.2% 0 CSD
ESD, 0.2% 0O HFD
ENV, 42.8% oo 0% - ocs
, 42.8% O DCS
MAY, 0.2%
m MAY
DPR, 12.3% O DPR
\_HPD, 0.1% m HPD
m DFM
DTS, 2.1% lDFM, 17.7%
O DTS
O ENV
LEGEND

DES- Department of Enterprise Services
DDC- Department of Design and Construction
CSD- Customer Services Department
HFD- Honolulu Fire Department

ESD- Emergency Services Department
DCS- Department of Community Services
MAY —Mayor

DPR- Department of Parks and Recreation
HPD- Honolulu Police Department

DFM- Department of Facility Maintenance
DTS- Department of Transportation Services
ENV- Department of Environmental Services

Source: Department of Budget and Fiscal Services
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Citywide electricity
consumptionincreased
5.7 percent between
FY2002-03 and
FY2006-07

Wenotethat billingfiguresreported by HECOfor FY 2006-07 are
about$1.4millionhigher, or fivepercent, thanexpenditurefigures
provided by thebudget andfiscal servicesdepartment. TheHECO
account manager explainedthat city accountsopen, close, andtransfer
onanongoing basisandthat their recordsaretheresult of their best
effortstoaccurately captureexpendituredata. HECO expresseda
willingnesstowork withthecity toreconcileand appropriately identify
any discrepancies.

Inseekingtoidentify thecity’ selectricity consumptionbetween

FY 2002-03 and FY 2006-07, wefoundthat no city agency maintained
comprehensiveusagedata. Thebudget andfiscal servicesdepartment
only maintainsexpendituredata. Thus, for thisevaluation, wereliedon
dataprovided by HECO.

InFY 2002-03, HECOreported that the city used 160,201,574 kil owatt
hoursof electricity. InFY 2006-07, thecity used 169,311,476 kil owatt
hours—anincreaseof 5.7 percentfromFY 2002-03. Duringthefive-
year period covering FY 2002-03to FY 2006-07, consumptionwas
fairly flat, withannual increasesor decreasesof |essthanonepercent
year-over-year. Theonly exceptionwasa4.6 percentincreasein
electricity consumptioninFY 2005-06, fromthepreviousfiscal year.
Exhibit2.4illustratesthecity’ selectricity usefromFY 2002-03and

FY 2006-07.
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City's Electricity Consumption
Hawaiian Electric Company Data
FY2002-03 to FY2006-07

Fiscal Year Kilowatt Hours % Change from Prior Year
FY2002-03 160,201,574 -
FY2003-04 161,509,396 0.82%
FY2004-05 161,377,514 -0.08%
FY2005-06 168,807,182 4.60%
FY2006-07 169,311,476 0.30%
Kilowatt Hours Consumed
170,000,000
168,000,000 -
166,000,000
£ 164,000,000
§ 162,000,000 -
é 160,000,000
< 158,000,000 -
156,000,000 -
154,000,000
FY2002-03 FY2003-04 FY2004-05 FY2005-06 FY2006-07
Fiscal Year

Source: Hawaiian Electric Company

Survey of city agencies

reveals cost and
consumptiontrends

Inorder toobtainadditional informationabout el ectricity costand
consumptiontrendswithincity government, wedistributeda
questionnaireto 21 city departmentsand agenciesrequesting el ectricity-
relatedinformationunder their respectivejurisdiction. Wereceived 13
responsesthat reported datafor the period FY 2002-03 to FY 2006-07:

e 100f 13respondentsreported ageneral increaseinelectricity
costs, only 1respondent indicated adecreasein el ectricity costs.

17
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Sample review of 100
electricity accounts show
variations in cost and
consumptiontrends

e 7of 13respondentsreported anincreaseinelectricity
consumption; only 2 respondentsindicated adecreasein
electricity consumption.

e 7of 13respondentsreported anincreaseinelectricity
conservationefforts; 6 respondentsindicated that conservation
effortsremainedthesame.

* 9of 13respondentsreportedanincreaseinfacilitiessuchas
officespace; noresponent reportedadeclineinfacilities.

* 9of 13respondentsreported anincreaseinequipment usage;
no respondent reported adecreasein equipment usage.

* 8of 13respondentsreported anincreasein personnel; no
respondent reported adecreaseinpersonnel.

Throughtheseresponseswefoundthat, generaly, city government has
grownover theperiodof FY2002-03toFY 2006-07 infacilities,
equipment, and personnel. City conservationeffortseither increasedor
stayedthesameduringthesametimeperiod. However, these
conservationeffortsdidnot appear tocompletely off set theeffectsof city
growthandincreased el ectricity cost. Four of sevenagenciesthat
indicated anincreaseinconservationeffortsover thelast fivefiscal years
alsonoted anincreaseinelectricity consumption. Six of theseven
agenciesalsonoted anincreaseinelectricity costs. Based onthisagency
feedback, wefoundthat eventhough conservationeffortsareinplace,

el ectricity cost and consumption continuetorise.

Thedataset provided by HECOlisted monthly cost and consumption
informationfor city el ectricity accounts. For example, thereport
identified datafor aparti cular parksandrecreationdepartment el ectricity
account for the 12 monthscovering July 2006 to June2007, for

FY 2006-07. InFY 2006-07, the HECO dataset provided figuresfor
19,140 monthly city el ectricity account codes.

Inanefforttofurther examineel ectricity cost and consumptionover time,
wesel ected ajudgmental sampleof 100 HECO monthly account codes
assignedtocity agenciesfromapopulationof 19,140 monthly account
codesbetween FY 2002-03 and FY 2006-07. Weemphasizethat the
city doesnot have 19,140 separateHECO el ectricity codes; rather, we
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established thepopul ation by i dentifying account codesby monthto
addressany anomaliesthat may haveoccurredinother periodsduring
theyear. For example, oneof the selected codeswasacity park for the
monthof July. For analysispurposes, weexamined el ectricity costsand
consumptionfor thispark inthemonthof July over afive-year period,
foratotal of fiveaccount codesreviewed. Usingthismethodology, we
sought to addressany ad hoc eventsthat may occur over the course of
anentireyear (e.g. timeof year, weather, maintenance, etc.).

Samplereview showed electricity consumptionincreased 5.2
per cent from FY 2002-03to FY 2006-07, but fluctuated over the
five-year timeperiod

InFY 2002-03, our account code sampleconsumed atotal of 211,003
kilowatt hoursversus222,079in FY 2006-07, or a5.2 percent increase.
Thisfigureiscons stentwiththecity’ soverall e ectricity consumption,
whichincreased by 5.7 percent during thesametimeperiod. In
comparing consumptionfiguresbetween FY 2002-03 and FY 2006-07,
wefoundthat 47 of 100 account codes (47 percent) saw decreasesin
consumption. Duringthesametimeperiod, 34 of 100 accounts(34
percent) reali zedincreasesinconsumption. Thelargest consumption
decreasefrom FY 2002-03 to FY 2006-07 was 99 percent, whilethe
largestincreasewas828 percent. Overall, thekilowatt hoursconsumed
by thesampleof el ectricity accountsfluctuated throughout thefive-year
period, asnotedin Exhibit2.5.
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Exhibit 2.5

Electricity Consumption
Sample of 100 Electricity Codes
FY2002-03 to FY2006-07

Electricity Consumption
250,000
211,003 205,800 222,079

200.000 191,693 183,890 ||
* :
S
2 150,000 -
£ 100,000 -
o
X 50,000 —

0 T T T T
FY2002-03 FY2003-04 FY2004-05 FY2005-06 FY2006-07
Fiscal Year

Source: Office of the City Auditor

Electricity expendituresincr eased 9.9 per cent from FY 2002-03to
FY 2006-07, but FY 2006-07 saw adownwar d expenditur etrend

Incontrasttoour findingthat thecity’ soverall el ectricity expenditures
increased by 44 percent between FY 2002-03 and FY 2006-07, our
sampl eof account codesshow anexpenditureincreaseof 9.9 percent,
from $150,320in FY 2002-03 to $165,219in FY 2006-07. In
comparing expenditurefiguresbetween FY 2002-03 and FY 2006-07,
wefoundthat 81 of 100 account codes (81 percent) saw increases,
while 19 of 100 (19 percent) saw decreasesinthesametimeperiod.
Thelargest expendituredecreasefrom FY 2002-03to FY 2006-07 was
60 percent, whilethelargestincreaseinexpenditurewas711 percent.
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Exhibit 2.6

Electricity Expenditures
Sample of 100 Electricity Codes
FY2002-03 to FY2006-07

Electricity Expenditure
$250,000
$200,000 $196.663
i $172,027 $165,219
$150,320 $154,866 !
$150,000 -
o
©
'S $100,000
la}
$50,000
$0 . . . .
FY2002-03 FY2003-04 FY2004-05 FY2005-06 FY 2006-07
Fiscal Year

Source: Office of the City Auditor

Exhibit 2.7
Irrigation Booster Pump and Backflow Preventer, Kunia Park

A faulty irrigation booster pump, like the one pictured here at Kunia
Park, is the likely cause for the park’s electricity cost to rise 711
percent for the month of July 2002 and the month of July 2006.

Source: Office of the City Auditor
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Only 19 per cent of account codes showed decr easesin both cost
and consumption; 34 per cent showed increasesin both

Our sampleanalysisalsorevea edthat only 19 percent of theaccount
codesexperienced decreasesin both cost and consumption; 34 percent
showedincreasesinboth. Exhibit 2.8 comparescost and consumption
datafor our sampleanalysis.

Exhibit 2.8

Electricity Cost v. Consumption
Sample of 100 Electricity Codes
FY2002-03 and FY2006-07

Consumption/Cost

Decrease/Decrease
19%

Increase/Increase
34%

O Decrease/Decrease

W Decrease/Increase

O Flat/Increase

0O Undetermined*/Increase

W Increase/Increase

Decrease/Increase
28%

Undetermined*/Increase
11%

Flat/Increase
8%

* Consumption data not identified

Source: Office of the City Auditor, based on HECO data

A closer analysisreveal sother important trends. Of the19account
codesthat saw decreasesinboth cost and consumption, consumption
decreased by an average of 49 percent, but cost decreased by only 23
percent. Conversely, of the34 account codesthat saw increasesin
both cost and consumption, consumptionincreased by anaverageof 48
percent, whilecost increased by 45 percent. Inlookingat el ectricity
consumptiononly, wefoundthat 49 of 100 account codesexperienced
decreasesin consumption between FY 2002-03 and FY 2006-07. In
thisgroup, consumption decreased by anaverageof 29 percent, but
cost decreased by lessthan 1 percent.
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Overdl, thisdatareveal sthat although consumption may beonthe
decline, costwill increaseor decreasedisproportionately totherateof
consumption. Thus, thecity may havetorefocusitsconservationgoas
and obj ectivesaway from cost savingsto cost containment astheprice
of electricity appearstooutpacetheeffectsof consumption.

Agenciesreport varyingreasonsfor variationsin electricity
expenditur eand consumption

Inour sampleanalysis, weidentified el ectricity accountsthat had the
highest and |l owest cost and consumption changesbetween FY 2002-03
and FY 2006-07 to determinethe causesfor thosevariances. Inone
exampl e, anelectricity account for aparkinWaipahuhadanelectricity
expenditureof $25for themonth of July in2002. InJuly 2006, the

el ectricity expenditureincreased 711 percent to $203. A Department of
Parksand Recreation staff personexplainedthat thepark had afaulty
irritation booster pumpthat woul dn’ t shut down, whichmay havecaused
theincrease. Inanother example, aparkinWai* anaerecorded

el ectricity consumption of 677 kil owatt hoursin September 2002. In
September 2006, that park’ saccount recorded 1,528 kilowatt hours, or
anincreaseof over 125 percent. A parksand recreation department
staff person noted that thepark’ sbuildingwasrenovatedin2003. More
lightswereadded and water coolerswereinstalled. Also,in2005,the
light near theplay apparatuswasrepaired andisrunningall nightlong.

Decreasesinel ectricity cost and consumptionarealsoexplained. An
account codetiedtoastreetlightin Waikiki cost thecity $114inMarch
2003. InMarch 2007, thecity paid $58 for el ectricity, or a49 percent
decrease. A Department of Transportation Servicesadministrator
noted that thedropinusageoccurred asaresult of splittingtheservice
that wenttotheparticul ar locationduringinfrastructureupgradesinthe
area. A significant decreaseineectricity consumptionwasal so
recordedwithanelectricity accounttiedtoavertical pumpinManoa. In
August 2002, thecity used 210kilowatt hoursfor operation of the
pump. In August 2007, usage decreased 99 percent to 2 kilowatt hours.
A Department of Facility Maintenanceadministrator advisedthat the
Manoapumpissituatedinthat |ocation becausetheareaisproneto
landslidesandflooding. Thepumpisturnedononly during severe
weather wherethereisaneedto pump out excessiverunoff. Thus, this
accountisusedonly intermittently, whichwould explaintheconsumption
variation.

Wefoundthat el ectricity costsand expenditurescannot alwayshbe
controlled by conservationandgeneralized el ectricity policies. Insome
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City implemented eight
formal and other informal
electricity conservation
projects

instances, faulty equipmentwill adversely impact e ectricity useuntil itcan
befixed. Inmany morecases, increasesinelectricity arejustified by
addedpublicheathand safety.

Since2002, thecity identifiedelght formal and severa other e ectricity-
related conservationprograms.

Honolulu Haleener gy conser vation impr ovements
TheHonoluluHaleenergy conservation project, whichwascompletedin
2002, involvedthereplacement of 1970 seraelectricchillerswithtwo
high-efficiency centrifugal chillers; theinstal lation of acogeneration
systemwithahigh-capacity absorptionchiller; and other infrastructure
improvements. Theproject alsoincludedreplacement of T-12linear
fluorescent |lampsand magneticball astswith T-8fluorescent lampsand
electronicbal lastsininterior officespaces. Incandescent exitsignswere
asoreplacedwithmoreefficientlightemittingdiode(LED) exitsigns. In
FY 2002-03, el ectricity consumptionwasreduced to 1,387,800 kil owatt
hours, for savingsof about $110,300from expendituresmadein 2000.
Resultscal culatedin May 2005 show that Honol ulu Halecontinuesto
saveabout $103,600 when compared to the baselineyear of 2000.

HECO energy rebates

Thecity participatesin HECO’ sEner gy $ol utionsfor Business
Program. Theprogram providesenergy rebatesto organizationsthat
makeenergy efficiency improvements. Theone-timerebateshelpto
lower thecost of theimprovements. Qualifying projectsincludeindoor
lightingretrofitsandlighting controls, premiumefficiency motors, and
high-efficiency air conditioning. Sincetheprogram’ sinceptionin1996,
thecity hasreceived approximately $525,145inHECOrebates.

Lightemittingdiodetrafficsignals

IN2002, theDepartment of Transportation Servicesinstalled energy-
efficientredandgreen LED trafficsignal sat over 400intersectionson

O' ahu. Thesesignal sreplacedincandescent lampswhich consumemore
energy and requirereplacement moreoften. Also,thenewlightsare
brighter, whichenhancevisbility andimprovepublicsafety. Annua
energy savingstotal ed about $313,000 and thecity’ srebatefrom
HECO was $162,000.

L amp and ballast replacement at variouscity facilities
INn 1999, thecity beganaprogramtoreplaceinefficient T-12fluorescent
lampsand magneti cballastswithmoreenergy-efficient T-8fluorescent
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lampsandelectronicba lastsat variouscity facilities, including Fas
Municipal Building, Honolulu Police Department headquarters, Walter
Murray GibsonBuilding, and Fasi Civic Center parking structure. Phase
Il of theprojectinvolvedlightingretrofitsin25firestationsandwas
completedin2003. Phaselll, whichwascompletedin 2005, placed
retrofitsin9firestationsand 5 policestations.

EwaVillagesGolf Cour se—off-peak golf cart charging

Thisproject featured thereplacement of theel ectric panel sthat charge
thegolf cartswithnew programmabl eel ectric panels. Thisallowsthe

cartsto berechargeduring thehoursof 9:00 p.m.to 5:00a.m. totake
advantageof HECO' slower off-peak electricity rates.

Neal Blaisdell Exhibition Hall lightingimpr ovements

Theproject achieved greater efficiency by replacing 134 400-watt
lightingfixturesand magneticballastswith 350-watt lightingfixturesand
electronicballasts. Thisproject, whichreceivedaHECO rebateof
approximately $8,300, i sestimated to savethecity about $9,400
annudly.

Kapolel Haleair conditioningsystemupgrades

A new energy management systemto control Kapolel Hale' sair
conditioning, realizeenergy savings, andimproveemployeecomfortwas
completedin2002. Thisproject alsoinvolved modificationstothe
coolingtowers, chiller plant,andair handlers. Theprojectqualifiedfor
$24,200in HECO rebatesand has been projected to savethecity
$57,000annualy.

Ener gy servicesper formancecontractingfor Fasi M unicipal
Buildingand Honolulu PoliceDepartment Headquarters
Thisproject, whichcoveredtwocity buildings, replacedthecentral air
conditioning plantintheFas Municipal Buildingandthemodernizationof
theair conditioning systeminthepolicedepartment headquarters. The
city estimatesthat thisperformancecontract will saveabout $500,000
annudly.

Inaddition, thecity notedthat it coordinated anenergy awareness
campaigninOctober 2006toinform, educate, and promoteenergy
conservationamong city employeesandfamilies. Thedesignand
constructiondepartment drafted aprocurement policy that wouldrequire
thecity to purchaseEnergy Star-qualified productsand other energy
efficientequipment. Finally,inFebruary 2006, themayor enacted
Ordinance06-06, whichrequiresal new qudifyingcity facilitieslarger
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The City’s
Management of
Electricity Costs
and Consumption
Lacks Full
Accountability

City agencies are
generally unable to verify
whether electricity
consumption or cost
goals and objectives
were achieved

than 5,000 squarefeet tomeet minimumLEED (L eadershipinEnergy
and Environmental Design) Silver Standards, beginningin FY 2007-08.
LEED isathird-party certification programestablishedby theU.S.
GreenBuilding Council andthenationally accepted benchmark for the
design, construction, and operationof high performancegreenbuildings.

Despitetheseadmirableand ambitiousel ectricity conservation projects,
thecity’ selectricity consumption continuestoinchupwardandits
electricity costsskyrocket.

City agenciesaregeneraly unabletoverify whether el ectricity
consumptionor cost goal sand objectiveswereachieved. Because
responsi bility for el ectricity costs, consumption, and conservationare
dispersedamong several city agencies, thecity lacksacomprehensive
framework to effectively managee ectricity costsand consumption. The
budget andfiscal servicedepartment doesnot fully enforceprocurement
guidelinesrel atedtothepurchaseof Energy Sar-rateequipment. Also,
thecity doesnot consistently follow best practicesinéel ectricity

management.

Weexaminedthreeel ectricity-saving projectstodetermineif goal sand
objectivesweremet. Wefoundthat city departmentsdo not consistently
verify whether intended cost or consumption savingsaremet. For
lightingretrofit projects, savingsbenefitsareassumed, but
undeterminable. Electricity monitoringandtrackingaternativesare
limited andinsomeinstancesmay underminecost savingsbenefits. We
alsofoundthat thebudget andfiscal servicesdepartment doesnot follow
procurement guidelinesto ensurethe purchaseof Energy Sar

equipment.

Cityisunabletodeter minewhether Honolulu Haler etr ofit goals
and obj ectiveswereachieved

TheHonoluluHaleretrofit program started withanenergy study, which
wascompletedin 1999. Theproject proceeded and wascompletedin
2002, at an estimated cost of $2.4million. Under aperformance
contract with Johnson Controls, Inc., thecontractor guaranteedthatin
eachyear of thetermfoll owing substantial completion, thecity would
realizeenergy savingsof at least 1,145,456 kilowatt hours. Atthetime
theenergy savingswereval ued at $94,464. Thesesavingsgoaswere
devel oped usingtheyear 2000 el ectricity cost and usageasthebaseline.
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Thecontractor affirmedthat it would collect datarel atedtototal building
energy use, lighting, circuit power, central plansavings, chillerand
coolingtower savings, condenser and primary pumpingand cooling
tower fan savings, and other equipment. Thecontractor alsoagreedto
assignaperformanceassurancespecialist to prepareanannual

M easurement and V erification Report that wouldincludetheenergy
savings, instrumentsused, calibrationdata, and other relevant
information. Inaddition, thecontractor woul d cal cul ateenergy savings
onamonthly basisand cumul ativeresultswoul d berecorded.
Accordingtotermsof thecontract, savingsresultsmay beregularly sent
tomanagersineach department. Theseresultscould beposted or
circulatedtoall appropriatepartiestoensuretheir understandingand
motivatecooperation.

Werequestedtoreview thecontractor’ sverificationreportsfor years
FY 2002-03to FY 2006-07, asapplicable, to determinewhether

anti cipated el ectricity cost and consumptionsavingswereachieved. A
Department of Designand Constructionadministrator notedthat it had
only onereport onfilefor FY 2003-04, but nonesince. Wereguestedto
review theFY 2003-04 report, but adepartment administrator stated
that theagency would request thecontractor to preparereportsfor other
yearsandwould submit al reportsto usat alater date. Asof March
2008, we had not received any of therequested reports. Weasked a
department administrator if thecontractor missed any of itstargeted cost
or consumptionguarantees. Althoughtheadministrator affirmedthat the
cost and consumption savingswerebeingrealized, wefound nobasisfor
thisaffirmation.

Thedesignand constructiondepartment administrator notedthat it
monitorselectricity billstodetermineif goalsaremet. Also, aweb-
based systemallowsstaff tomonitor electricity useat variouscity
facilitiesfromtheir desktop computers. Thedepartment takesabroad
viewinreviewingel ectricity billsandwill takeappropriateactionwhen
anomaliesareidentified. Althoughthedesignand construction
department never providedtheHonoluluHal eenergy retrofit reports, the
budget andfiscal servicesdepartment reportedinaSeptember 2006
communicationtothecity council thatin FY 2002-03, HonoluluHal€e's

el ectricity consumptionwasreducedto 1,387,800 kil owatt hoursfroma
2000baselineof 2,280,000kilowatt hours. Thecal culated savingsin
FY 2002-03 was $110,300 when compared to the year 2000 baseline
cost of $281,850. However, theguaranteed consumptionsavings
provided by thecontractorisasavingsof 1,145,456 kilowatt hours.
GiventheFY 2002-03figuresreported by thedepartment, thecity
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realized 892,200inkilowatt hour savings, whichfell short of the
guaranteeby 316,256 kil owatt hours. Thelast energy savings

cal culationsreported by thecity administrationfor HonoluluHalewere
doneinJune2005. Theresultsshow that HonoluluHalecontinuedto
save about $103,600 ascompared to the 2000 baseline. Without the
contractor’ sreportsor any other relevant datacollected by thedesign
and constructiondepartment, wequestionthebasi sfor thesefigures.

Absent any datafromthecontractor or thedesignand construction
department, wereviewed HonoluluHal € shillingand consumptiondata
asprovided by HECO. Wefoundthatinthefour yearsfollowing
projectimplementation, FY 2003-04to FY 2006-07, consumptiongoals
weremet only oncein FY 2004-05. Cost savingswereachievedthree
timesin FY 2002-03, FY 2003-04 and FY 2004-05, and that in

FY 2006-07, HonoluluHal € selectricity consumptionexceededthe
guaranteed maximumusageby 352,856 kil owatt hoursandthecost
guaranteeby $65,816. Weacknowledgethat thebillingfiguresprovided
by HECO areraw numbersthat do not factor inany adjustmentsor
variablesthat might beprovidedinthecity’ sperformancecontract, nor
doesitreconcilewithactual expenditurespaid by thecity. Absentany
relevant datafromthecontractor or thedesignand construction
department, weareunabl eto definitively determinewhether costand
consumptiongoa shavebeenmet.

TheDepartment of Designand Construction, asthecontract manager,
did not properly enforcethetermsof JohnsonControlsinc.’s $2.4
million performancecontract. Without annual reportsasrequired by
contract, thedepartment, andthecity, hasnoway todetermineif actual
cost and consumptiongoalsweremet. Moreover, our review of
HECO' sdatafor thecorrespondingyearsrai sespotential concernsthat
guaranteed cost and consumpti on savingsmay not havebeenmetinall
years.

Cityisunabletodeter minewhether EwaVillagesGolf Course
cart re-chargingproject goalsand obj ectiveswer eachieved

IN2003, the Department of EnterpriseServicesimplementedan
electricity-savingproject at theEwaVillagesGolf Course. Theproject
involvedtherepl acement of theel ectric panel sthat chargethegolf carts
with programmableel ectric panels. Thenew panel sareonly energized
betweenthehoursof 9:00 p.m. and 5:00 a.m. to take advantage of
HECO' slower off-peak el ectricity rates. Theproject, whichwas
estimated to cost $51,056, was projected to save $4,000in thefirst
year, and savingsof $7,140in subsequent years. Theprojectwas
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anticipatedtopay for itself after eight years,inwhichthecity was
estimated to have saved $53,980.

Werequestedtoreview project datathat woul d verify whether the
projected annual cost savingswerebeingrealized. Anenterprise
servicesdepartment administrator provided uswithgolf courseel ectricity
expenditurefiguresfor FY 2002-02to FY 2006-07. However, thegol f
coursehasfour separatemetersandweaskedfor clarificationasto
whichmeter appliedtothegolf cartre-chargingproject. The
administrator wasunableto providespecificdatarel atedtothe
electricity-savingproject.

Wefoundnoevidencethat enterpriseservicesstaff monitoredelectricity
usetodeterminewhether cost or consumptionreductiongoal sweremet.
Whilewerecognizethat thegolf coursedid not have separatemetersfor
itsel ectricity-usingequipment andfacilities, neverthel essit established
specificeectricity cost savingsgoal sasajustificationfor the$51,056
expenditureincity funds. Thedepartment should havedevel oped away
totrack itselectricity use, determineif cost goalsweremet, and make
adjustmentsif resultswerenot achieved.

Lightingretr ofit proj ect benefitsar eassumed, but undeter minable

InMay 2005, theDepartment of Designand Constructionassistedthe
Department of EnterpriseServicesby completingalightingretrofit
projectfortheNeal Blaisdell ExhibitionHall. Thisprojectinvolvedthe
replacement of 134 400-watt lighting fixturesand magneticballastswith
350-watt pul se-start metal halidefixturesandelectronicballasts. This
proj ect expectedto saveapproximately $9,360 annually andreceiveda
HECO rebate of $8,257. Theproject intended to provide better
lightingtoattract customersto book eventsat thehall instead of other
venuesand moreenergy efficientlighting.

Theproject proposedtoreduceannual kilowatt hour usagefrom
186,494 kilowatt hoursto 130,103 kil owatt hoursandreduceel ectricity
costsfrom $30,958t0 $21,597 for an annual savingsof $9,361. The
costof theretrofit equipment was$71,043, withasimplepayback
timeframeof 7.59years.

WespokewithadministratorsfromtheDepartmentsof Designand
Constructionand Enterprise Servicesand wereadvised that thereisno
specificdataavail ableto determinewhether these objectiveshad been
achieved. A designand constructionadministrator explainedthat unless
apieceof equipment or group of equipment isseparately metered, itis
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difficulttoisolateperformance. Theadministrator confirmedthat the
exhibitionhall ismetered under asingleaccount codewiththeNeal
Blaisdell Arenaand attendant facilities, and cannot beseparately
monitored. Anenterpriseservicesadministrator further commentedthat
trackingusageiscomplicatedfurther becausee ectricity consumptionat
theBlaisddll facilitiesfluctuates, dependingonbookingvolumeand
frequency of use. Comparisonsover timearedifficult tomakebecause
bookingsand usedo not occur at comparableintervals. Thus, the
department hasno hard dataon whether thegoal sand obj ectivesof the
exhibitionhall lightingproject wereachieved. Rather, thisenergy
efficiency project wasimplemented based onindustry projectionsand
theassumed cost savingsitwill bring.

Electricity monitoringandtrackingalter nativesarelimitedandin
someinstances may under mine cost savings benefits

Currently, theDepartment of Budget and Fiscal Services electricity
monitoring cons stsof comparing expenditureswith budget alocationson
aquarterly basisandreviewsof departmental electricity bills. Thereare
noformal reportsgeneratedregarding el ectricity cost or use. Askedif
thedepartment cal cul ated the cost savingsfromthepurchaseof Energy
Sar-rated equipment, thebudget andfiscal department administrator
repliedthat cost savingsareintuitiveandthat quantifyingthesavings
wouldnot beworthwhilesincethefederal government’ sEnergy Sar
program hasalready proventoresultincost savings. A Department of
Designand Constructionadministrator al soagreedthat el ectricity savings
verificationor measurement for programssuchasEnergy Sar are
impractical.

WeinterviewedtheHECO account manager assignedtothecity, who
confirmedthat tracking and monitoringaternativesarelimited. The
HECO account manager commented that oneway totrack and monitor
specificinput pointsistohireathird party consultant toperformthis
activity. However, thisiscostly and coul d offset any savingsbenefit
derivedfromtheconservation project. When asked how other

organi zationstrack energy cost and consumption, theHECO account
manager noted that theorganizationssimply read meters. HECO offers,
at no cost, enhanced monitoring servicesfor quaifiedfacilitieswherean
entity cantrack usageviatheweb. Somecity facilities,including Fas
Municipal Building, HonoluluHale, Kapol el Hale, policedepartment
headquarters, and others, already havethiscapability. Whilewefound
that thedesignand construction department utilized thisweb-based
technology toreview electricity useinreal-timeand over periodsof time,
wefurther foundthatitwasnot effectively usedto measureel ectricity use
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against thegoal sand obj ectivesestablished by the performancecontract
fortheFasi Municipa Building. TheHECO account manager also
commentedthat installing separateel ectricity metersat certainfacilities
wouldbecostly andiscontrary tothecurrent customer trend of
consolidating, not separating, el ectricity meters.

Weacknowledgethepractical limitationsand cost prohibitivepotential
forthecity toformally expanditselectricity monitoringactivities.
However, absent any additional efforttoisolate, identify, and, ata
minimum, estimatecost and consumptionsavings, thecity isunableto
determinewhether energy-savinginitiativesaremeeting goa sand
objectives, whether thebenefitsarebeingrealized, andwhether the
dollarsspent ontheseinitiativeswerejustified and prudent. Insome
Instances, suchaslightingretrofits, thebenefit can besomewhat
comfortably assumed. Whilesingle-metered equipment suchas
streetlightscanbemeasured, inother cases, wherecity departments
haveestablished specificcost and consumption savingstargets, or where
largeamountsof tax-payer dollarswereusedtofundtheproject, effort
should bemadeto determinewhether intended benefitswereachieved.

Budget and fiscal servicesdoesnot follow procurement guidelines
for Energy Star equipment pur chases

In October 2006, the Department of Budget and Fiscal Services
transmitted arevised section of itspoliciesand proceduresmanual
reflectingtheprocurement of Energy Star efficient products. The
guidelinesspecify thefollowing:

1. Thecityistoprocureproductsthat meet or exceed Energy Sar
criteriafor energy efficiency. Examplesof productsinclude: air
conditioners, compact fluorescent bulbs, computers, monitors,
copiers, DV D recorderg/players, printers, scanners, televisions,
videocassetterecorders, vending machines, andwater coolers.

2. Departmentsand agenciesaretoincorporateenergy efficient criteria
into contract specificationsand purchaserequests.

3. Departmentsand agenciesaretorequest fromthevendor evidence
that aproduct meetsor exceedsthe Energy Star criteriafor energy

efficency.

4. Supportingdocumentation, i.e. product brochureor listing of
productsfrom Ener gy Sar website, areto beattached to the
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purchaserequisition, confirming purchaseorder, or equipment
report.

Weexamined 22 randomly-sel ected purchaseordersfor computer-

rel ated equipment between October 20, 2006 and June 30, 2007 to
determineif thesepurchasesmet therequirementsimposed by the
budget andfiscal servicesdepartment. Wefoundthat noneof the22
purchases, involving hundredsof computersandrel ated equi pment, had
relevant Ener gy Sar documentation. Wefoundno evidenceinour
review of purchaseordersonfilewithbudget andfiscal servicesthat city
agencies, includingbudget andfiscal services(whichissuedthe
procurement requirements) appended or requested evidencefromtheir
vendor ensuring Energy Sar compliance. Exhibit 2.9depictsthe
findingsof our sampleanaysis.
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Exhibit 2.9

Energy Star Procurement Testing Results

Was Energy
Star Noted in
Purchase Purchase
Date Dept./ Agency Product(s) Documents?
1 10/26/06 Information Technology 37 laptop computers No
2 12/01/06 Information Technology 25 monitors No
3 12/28/06 Information Technology 2 laptop computers No
4 01/19/07 Information Technology 1 laser printer No
5 12/18/06 Design and 5 desktop computers No
- _ Construction 21 laptop computers
6 02/02/07 Information Technology 15 monitors/15 hard drives No
7 02/02/07 Information Technology 13 laptop computers No
8 02/28/07 Information Technology 47 hard drives/47 monitors Yes*
9 03/23/07 Information Technology 50 laptop computers No
10 03/27/07 Information Technology 5 laser printers No
11 05/18/07 Information Technology 2 laser printers No
12 05/29/07 Information Technology 35 laptop computers Yes*
- _ 25 monitors
13 06/18/07 Design and 4 laptop computers Yes*
L _ Construction
14  06/20/07 Design and 15 monitors No
L _ Construction
15 10/31/06 Police Department 1 scanner No
16 03/30/07 Police Department 58 monitors No
17 05/07/07 Police Department 1 computer No
18  05/25/07 Police Department 1 scanner No
19 06/20/07 Budget and Fiscal 4 notebook computers No
- _ Services
20 06/26/07 Budget and Fiscal 1 laser jet printer No
o . Services
21 12/27/07 Enterprise Services 25 laptop computers No
22 12/14/06 Environmental Services 111 computers/26 monitors Yes*

* notes that purchase included an Energy Star-rated product that was not included in the procurement
requirements (e.g. software, adapters, etc.)

Source: Office of the City Auditor

Accordingtoabudget andfiscal service' sprocurementand

specificationsspeciaist, most of ficeequi pment i spurchasedfromthe
Western StatesContracting Alliance(WSCA), whichisamulti-state
contracting consortiumof stategovernments, of whichtheCity and
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City lacks a
comprehensive
framework to effectively
manage electricity costs
and consumption
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County of Honoluluisaparticipant. However, thecurrent WSCA
contract, whichrunsthrough August 2009, statesthat, “ Energy Star isa
voluntary energy efficiency programsponsored by theU.S.
Environmental Protection Agency.” Absentany documentationspecific
tothecity’ spurchases, relianceonthe WSCA contract al onecannot
assuretheprocurement of Energy Star -rated products.

Also, procurement guidelinesrequirethat purchasesincludealist of
Energy Star-rated productsto ensurethat the product being requested
meetscriteria. Thebudget andfiscal servicesspecialist confirmedthat
department staff donot consistently referencetheEnergy Star website
toensurethat theproductsrequisitioned by city agenciesareonthe
qualifiedlist. Thedepartment specialist noted that most of thecity’s
computer-rel ated productscomefromasinglevendor that features
primarily Ener gy Star products, but al soacknowledgedthat
procurement documentsdo notindicateaqualifiedrating.

Thecity administration hastouted thisEnergy Sar policy asanintegral
part of itsconservationeffort. However, neither thebudget andfiscal
servicesdepartment nor other city departmentsareensuringthat Energy
Sar-rated productsarebeing purchased. Whilewefoundnoevidence
that thecity wasnot purchasing Energy Star products, city agencies
shouldamendtheir procurement practi cesto ensurepolicy compliance.

Whilesomegovernment jurisdictionsacrossthecountry haveestablished
centraizedleadershipine ectricity management, the City and County of
Honoluludoesnot haveaspecified agency to manageel ectricity costs
and consumption. Asaresult, comprehensive, citywidedatafor
effectiveanays sof el ectricity managementislacking. Eventhecity’s
21% Century Ahupua’ a’ sadmirabl eel ectricity consumptiongoal lacksa
planfor achievement. Thebudget andfiscal servicesdepartment,
however, hastakenaproactiveapproachinhelpingcity agencies
developéectricity budgets.

Other jurisdictionsestablish centralized leader shipin electricity
management

InJuly 1993, theCity of Philadelphiacreatedaprogramtooptimize
energy use, reduceenergy-rel ated expenditures, andfoster the

devel opment andimplementation of energy-efficienttechnol ogiesincity
facilities. Program obj ectiveswereachieved withanenergy accounting
tool andthroughenergy monitoring, resultinginsignificantly reduced
electricity usage. A dedicated city Energy Officewascreated and by
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1995 had growntofivestaff and apersonnel budget of $106,000. One
of itsfirst projectswastoimplement anautomated energy management
systemknownasFast Accounting Systemfor Energy Reporting
(FASER), whichenablesstaff toreview thecity’ smonthly utility billsfor
inaccuraciesor unusual usagelevels. UsingFA SER savedthecity $4.4
millionfromFY 1993-94 throughFY 1998-99. Accordingtothecity’s
administrationthesuccessof theenergy management department
depended onthestrong support that the City of Philadelphia’ s
Administration Department gavetotheoperating departments

respons blefor implementing theenergy programs.

TheCity of Portland, Oregoniscreditedwith establishingthefirstlocal
energy policy intheUnited Statesin1990. It established an Energy
Officeandacitizen’ sEnergy Commission, anapproachthat was

emul ated by many communitiesthroughout thenation. Portland’ senergy
policy wasbased onextensivetechnical researchand broad community
involvement frommorethan 50 publicand privateorganizations. The
overall goal wastoincreaseenergy efficiency by 10 percentinall sectors
of thecity andreducecity government’ senergy billsby $1 millioninten
years. Between 1991 and 2000, thecity reduceditsenergy billsby $7
million. Accordingtocity officials, Portlandlearnedthat el ected public
officialsmust first frameenergy policy for thecity governmentandthe
community and providetheframework for delivery of programsthrough
partnershipswithutilities, businesses, non-profit organi zations, and other
governmentagencies.

Inaddition, theCity of Berkeley, Californiahasan Officeof Energy and
SustainableDevel opment that facilitatesenergy efficiency efforts
throughout thecity, including city-ownedbuildings. TheCity of
Evanston, llinoisfeaturesan Officeof Sustainability that focuseson
increasingenergy efficiency of itsbuildingsandinfrastructure. Also, the
Stateof Michiganmaintainsan Energy Officethat promotesenergy
efficiency andrenewableenergy resourcedevel opmenttoMichigan
residents, businesses, andpublicingtitutions.

No onecity agency isresponsiblefor managing electricity costs
or consumption

Asnotedearlierinthisreport, the City and County of Honolulu’s

el ectricity management functionsaredi spersed primarily amongthe
departmentsof budget andfiscal services, designand construction, and
facilitiesmaintenance. AlthoughtheDepartment of Budget and Fiscal
Servicesprogramdescription claimsto monitor energy consumptionand
reducecosts, wefoundthat it only maintainscost informationand pays
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electricity billssubmitted by city departmentsand agencies. Inaddition,
thedepartment hasjurisdictionover theadministration’ sEnergy &
Sustainability Task Forcetoaddresstherising fuel oil pricesandits
impacttotheCity’ soperating budget. Thetask force’ sobjectivewasto
brainstormenergy reducinginitiativestooffset theCity’ sincreasing
energy Ccosts.

TheDepartment of Designand Constructionhastheengineering
expertiseandrespons bility toplan, design, and manageenergy
conservationprograms. However, it doesnot havejurisdictionover al
city-ownedfacilitiesand hasnoauthority tounilateral ly implement an
electricity conservationprojectfor facilitiesoutsideitsjurisdiction.
Althoughthedesignand constructiondepartment servesasaresource
for other city agencies, thoseagenciesmay beontheir ownindeveloping
conservationprograms.

Thecity’ sfragmented energy management structureiscontrary toother
jurisdictionsthat haveconsolidated energy management, created specific
energy departments, andrealized efficiencies. Thecity might consider
consolidatingsomeor al of itsenergy management functionstoensure
that all of city government’ senergy needsareaddressedina
comprehensvemanner.

Comprehensive, citywidedatafor effectiveanalysisof electricity
management islacking

Oneof thebest practicesinenergy management cited by theU.S.
Environmental Protection Agency andtheU.S. Department of Energy’s
Energy Sar programistoassessperformanceby gatheringandtracking
data. Evauatingenergy performance, includingeectricity, requires
informationonhow, when, andwhereitisbeingused. Collectingand
trackingthisinformationisnecessary for establishingbaselinesand
managing energy use. Thedatashould becompleteandaccurate
becauseitwill beusedfor goal setting. Specifically, datacollection
should consider theappropriatelevel of detail, account for all energy
sources, document all energy uses, andincludefacility and operational
data. Theprogram suggeststhat at aminimum, collect databy fuel type
atanindividua buildingorfacility level, collect datafromsubmetersif
possible, and useactual, not estimated, datawhenever available.

Wefound, however, that thecity doesnot haveasinglepoint of data
collection. Whilethebudget andfiscal servicesdepartment maintains
electricity billingandexpenditureinformation, it doesnot collect

consumptiondata. Individual agencieswouldmaintaintheir owndata,
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but not all agenciescompilethisimportantinformation. For purposesof
thisaudit, wehadtorely onbillingand consumptiondataprovided by
HECO becauseno city agency maintained auseable, comprehensive
databasefor el ectricity cost and consumption. Wequestionhow thecity
administrationcanformul atecitywidee ectricity policy whenitdoesnot
haveacomprehensivedatabaseof cost and consumptioninformation
over time. Absent suchinformation, thecity isnotinapositionto
establishasolid, citywidee ectricity useplan. Thecity administration
should consider therecommendationsof the Energy Sar program, of
whichitisamember, and collect, track, and assessel ectricity datato
formulatean effectivee ectricity policy and establishabasisfor future

planning.

21% Century Ahupua‘ a electricity consumption goal lacksa plan
for achievement

In September 2007, theMayor’ sEnergy and Sustai nability Task Force
issuedthe21% Century Ahupua’‘ a, whichisaculminationof theefforts
by aworkinggroup of city administratorsandthemayor’ svisionfor the
futureof theCity and County of Honolulu. Thedocument’ sgoal isa
Honoluluthatismoresal f-sufficient and sustainableintermsof its
infrastructureand operations, and onethat ismorein harmony with our
isandenvironment. Thesustainability planisintendedtokeepthecity
amongtheleadersin sustainabl e practices, energy conservation, and
responsibleenvironmental stewardship. Oneof theplan’ snoteworthy
obj ectivesistoreducee ectricity consumptioninexistingcity public
buildingsby 10 percent from FY 2006-07 to FY 2016-17 ascompared
to FY 2004-05 baselinedata

Weinterviewedthetask forcechair, whoisalsothedirector for the
budget andfiscal servicesdepartment, and requestedtoreview datathat
thetask forceusedtoestablishthesustainability plan’ sconservation
goalsand objectives. Thetask forcechair did not providedata, but
directedustothechair of theel ectricity issuesteamfromthedesignand
constructiondepartment for theinformation.

Wespokewiththedesignand construction’ scontact personfor this
audit and asked what kind of datatheteam used to establishthe 10
percent reductiongoal over tenyears. Thedepartment administrator
notedthat theteamreviewed similar plansestablished by other
municipalities. Theteamdecidedthat the 10 percent goal seemed
reasonableand attainabl e, giventhecity’ scurrent operation. Weal so
askedfor clarificationonhow the 10 percent reductiongoal would be
applied. Theadministrator conceded that theapplicationisunclear and,
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infact, thisvery issuecameupduringthetask force’ smeetingin
December 2007 andwoul d bediscussed again.

Whilewecommendtheadministrationandthetask forcefor establishing
adefined e ectricity consumptiongoal that ismeasurableover time, we
areconcerned about theapparent |ack of animplementation plan.
Although, thissustainability planbecameeffectivein FY 2006-07, we
foundnoclear definitionastowhat city facilitiesare, and arenot, subject
tothe 10 percent reduction, and what the aff ected departmentsmust do
toachievethegoal. Furthermore, thereiscausefor concernsincewe
foundno evidencethat theteam hasbegun measuring progresssince
thereisnoapparent tracking or monitoring planinplace. Until thetask
forceformalizesanactionplan, thecouncil andtaxpayershaveno
assurancethat the 10 percent reductioninelectricity usagewill be
accomplished.

Budget and fiscal servicesissued electricity budgeting guidelines
to all agenciesin 2007

Despitefa lingshortine ectricity management and planning ascited
previously inthisreport, wenotethat thebudget andfiscal services
department hasmadeaconcerted effort toassist city agenciesin
preparing el ectricity budgets. Accordingtoadepartment administrator,
budget andfiscal servicesbegan providing el ectricity budget guidelinesto
city agenciesstartingin FY 2006-07. Thedepartmentinitiatedthese
guidelinesbecausesomeagenciescons stently under-projectedtheir
electricity costs. Prior toFY 2006-07, thebudget and fiscal services
department did notissueany guidanceto city departments. Exhibit2.10
depi ctsthedepartment’ sel ectricity budgeting guidelinesfrom FY 2002-
03 to FY 2006-07.
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Exhibit 2.10

Electricity Budgeting Formulas for City Agencies
Department of Budget and Fiscal Services
FY2002-03 to FY2007-08

Fiscal Year Budgeting Formula Basis for Formula

FY2002-03 None None

FY2003-04 None None

FY2004-05 None None

FY2005-06 None None

FY2006-07 (Projected June 2006 rate + 21.3 Most recent rate or actual monthly
percent) x estimated consumption in payment in December 2005 + 3
FY2006-07 percent per month increase through

FY2006-07, annualized.
FY2007-08 (December 2006 rate + 20 percent) x ~ Rate dropped by 11 percent from July

estimated consumption in FY2007-08 2006 to December 2006. A 20
percent increase over December
2006 rate provides for the rate to
return to the July 2006 level, plus
approximately 9 percent additional
increase to cover the proposed 7
percent Public Utilities Commission
rate increase.

Source: Department of Budget and Fiscal Services

Inprioryears,larger agencieswithsubstantial el ectricity bills(designand
construction, facilitiesmai ntenance, and environmental services) received
direct assistancefrom budget andfiscal services. Oftentimes, these
agenciesalsohaveagoodworkingrelationshipwithHECO, sothey
generally had abetter handleon el ectricity budgets. For smaller
agencies, orthosewithsmaller el ectricity budgets, budgetingrelied
primarily onthepreviousyear’ sexpenditures(electricity bills) asabasis
forthenextyear’ sbudget. Theguidelinesprovidedtoall city agencies
establishaformul abased on both expenditureand consumption.

Our survey of city agenciesshowedthat for thecollectiveperiod

FY 2002-03to FY 2006-07, four agencies' electricity expenditures
exceededtheir appropriations. Honolulu policedepartment (181
percent), emergency servicesdepartment (111 percent), Honolulufire
department (110 percent), and parksand recreation department (102
percent). Thepolicedepartment and emergency servicesdepartment
exceededtheir electricity appropriationsineachof thefivefiscal years
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Exhibit 2.11

between FY 2002-03to FY 2006-07. Exhibit2.11identifiescity
departmentsthat significantly exceeded annual e ectricity appropriations

between FY 2002-03 to FY 2006-07.

Examples of City Departments that Significantly Exceeded

Annual Electricity Appropriations

FY2002-03 to FY2006-07

Amount
Spent
Fiscal Amount Actual Beyond
Department Year Appropriated Expenditures Appropriation
Facility Maintenance  FY2002-03 $3,116,290 $3,433,906 $317,616
Facility Maintenance  FY2003-04 $3,236,683 $3,580,231 $343,548
Facility Maintenance ~ FY2004-05 $3,468,493 $3,835,491 $366,998
Design and
Construction FY2004-05 $3,540,000 $3,940,956 $400,956
Design and
Construction FY2005-06 $4,600,121 $4,925,416 $325,295
Parks and
Recreation FY2005-06 $2,742,000 $3,395,411 $653,411

Source: Office of the City Auditor

City agencies do not
consistently follow best
practicesin electricity
management

Wecommendthebudget andfiscal servicesdepartment for providing

el ectricity budgetingguidelinestoall city departments. Hopefully, better
planningwill resultinelectricity budgetsthat moreaccurately reflect each
agency’ sneedsandrestorefiscal responsibility inthebudgeting process.
Weurgethebudget andfiscal servicesdepartment tomaintainthisvery
important planningtool.

Thefederal government'sEnergy Star programoutlinesbest practicesin
energy management. Wesurveyed city agenciestodetermine
compliancewith eight sel ect best practi cesin el ectri city management and
foundthat compliancevaried. Best practicessuchasroutinee ectricity
or billingauditsand better communi cation about € ectricity goal sand
achievementswarrant further attention.
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Survey of city agenciesshowed mixed resultsin adheringto best
practices

Wesel ected el ght management best practi cesrecommended by the
federal government’ sEner gy Sar programand surveyed city agencies
todeterminecompliance. Wefoundthat thethreebest practicesmost
commonly performed by city agenciesarepurchasing of Energy Sar-
rated equi pment, assigning anindividual or team dedicatedtomanage
department e ectricity cost and consumption, and gathering, tracking, and
analyzingelectricity data. Thebest practicesleast commonly performed
by city agenciesareprovidingincentivesor recognitionfor meeting

el ectricity cost and consumptiongodss, providing staff with specialized
trainingineectricity management, communicatingel ectricity performance
goal sand reporting outcomesto department staff, and adheringtoa
formal energy policy withset performancegoals.

TheDepartment of Enterprise Servicesreportedthat it adheredtoseven
of eight select best practices, followed by the Department of Designand
Constructionwithsix of eight best practi ces, and the Department of
Parksand Recreationwithfour of eight best practices. TheCustomer
ServicesDepartment and Honol ulu Police Department each complied
withonly oneof eight best practices. Onaverage, city agencies
compliedwithtwo of eight best practices. Exhibit2.12revealsvarious
city agencies compliancewithselect best practicesinenergy

managemen.
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Exhibit 2.12

City Agencies’ Compliance with Energy Star Recommended Best Practices

The City's Electricity Conservation and Cost Containment Initiatives are Hampered By a Fragmented

DEPARTMENT

BEST

PRACTICE CSD DEM HFD

DCS DES

ESD DDC HPD DTS DPR

ENV ~DEM Total

Energy audit
conducted by
energy

professionals

Assigned individual

or team dedicated

to manage X X
department

electricity cost and

consumption

Adhere to a formal
energy policy with X
set performance

Gather, track, and
analyze electricity X
data

Communicate
electricity
performance goals
and report
outcomes to
department staff

Provide staff with
specialized training
on electricity cost
and consumption

Provide incentives
or recognition for
meeting electricity
cost and
consumption goals

Purchase and use
Energy Star rated X
equipment

Total 1 2 2 0

Legend:

CSD - Customer Services Department

DEM — Department of Emergency Management
HFD — Honolulu Fire Department

DCS — Department of Community Services
DES — Department of Enterprise Services

ESD — Emergency Services Department

Source: Office of the City Auditor

DDC - Department of Design and Construction
HPD — Honolulu Police Department

DTS — Department of Transportation Services
DPR — Department of Parks and Recreation
ENV — Environmental Services Department
DFM — Department of Facility Maintenance
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Whilewerecognizethat not every best practi cesuggested by the
Energy Sar programmay beapplicable, neverthel ess, city agencies
shouldcons der implementing thesesuggested best practices. City
administratorsal ready acknowledgetheprovenval ueof theEner gy Star
programand should consider implementing moreof their
recommendations. Asaresult, thecity may realizegreater efficienciesin
€l ectricity management.

Electricity/billingauditsarenot r outinely scheduled

Energy auditsarecomprehensivereviewsconducted by energy
professional sand/or engineersthat eval uatetheactual performanceof a
facility’ ssystemsand equipment agai nst their designed performancel evel
or against best availabletechnol ogy. Thefederal government’ sEnergy
Sar programrecommendsperiodic assessment of anagency’s

equi pment performance, processes, and systemsto hel pidentify
opportunitiesfor improvement. However, wefoundthat thecity hasnot
conducted acomprehensivecitywideenergy auditinover 20years.

In1981, theCity and County of Honolulucommissionedanenergy
audit of themunicipal officebuilding (Fas Municipa Building). The
purposeof theauditwastoidentify thebuilding’ smajor energy
consumingdevices. Theauditidentifiedfixturesthat couldbe
disconnected and apotential energy savingsof 874,380Kkilowatt hours
per year at anannual cost savingsof $51,590. Thereport a so outlined
six specificrecommendati onsto achievetheidentified cost savings.

In 1984, thecity commissionedtwoother energy audits. Thefirstaudit,
whichassessedthePearl City Police Sub-Station, identified potential
cost savingsof $5,736 per yearinair conditioning, lighting, andwater
heating adjustments. Thereport a so noted that themost important and
potentially biggest energy savingscould berealized by proper
maintenanceof all equipment onacontinuoushbasis. Thesecondenergy
audit coveredthePawa' aFire Sub-Station. Thisauditidentified $3,379
inpotential annual cost savings.

IN1998, thecity engaged TriStemLtd. toperformautility billingaudit.
Theaudit sought to determinewhether amountspai dtotel ephoneand
electricity utility companieswerecorrect. Thecontract specifiedthat the
contractor analyzebillingdatafor uptofour years, researchandperform
field checksasnecessary toverify that incorrect billingsweremade, and
reportall findingstothecity. Thecontractor found 160streetlightsin
HECO' sinventory that werenot foundinthefield, and 71lightsfoundin
thefieldthat werenotinHECO' sinventory. TheDepartment of Design
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and Constructioncompleteditsownanalysisandfoundadditional
discrepancies. Intheend, thecity foundthat HECObilledthecity for
229 street lightsthat werenotinthecity’ sinventory; however, thecity
alsoidentified 262 city-owned street lightsthat werenot billed by
HECO. Thenet result fromtheTriStemtestingandthedesignand
constructiondepartment’ sfollow-upreviewisthat thereweremore
streetlightsinthefieldthat werenot onHECO' shillinginventory. The
net effect of theadjustmentsthat weremadeastheresult of thishilling
auditwasthat thecity paid morefor thepreviously unaccountedfor
street lights, but theinventory isnow accurate.

Giventhecity’ spast practiceinengaging profess onal sto conduct energy
andbillingaudits, wesought to determinewhether such auditswouldbe
scheduled at regular interval sor when such auditswoul d beconductedin
thenear future. City administratorsfromthebudget andfiscal services
and designand constructiondepartmentsconfirmthat thecity hasno
plansto conduct any futureenergy audits, nor doany city agencieshave
theexpertisetoconduct suchauditsin-house.

Giventhepotentia benefit of energy andutility billingaudits, weare
concernedthat thecity nolonger includessuchauditsaspart of its
energy management program. Whilethecity may notalwaysrealizecost
savings(theTriStemutility billingaudit actualy costthecity more) the
benefitof havinganaccurateinventory of energy-consuming equipment
isworthwhile. Energy studiesrel ated to performancecontractsaside,
weurgetheadministrationand council toconsider fundingperiodic
energy or utility billingaudittoensurethat thecity’ selectricity
consumptionismanagedefficiently.

City doesnot consistently communicateel ectricity management
resultsto stakeholders

TheEnergy Star program notesthat effectiveenergy programsmake
employees, managers, and other key stakehol dersawareof energy
performancegoal sandinitiatives, aswell astheir responsibility in
carryingouttheprogram. Many organi zationshavefoundthat informed
employeesaremorelikely to contributeideas, operateequi pment
properly, andfollow procedures—all hel pingtoensurethat capital
investmentsinenergy improvementswill realizetheir potentia. Training
isparticularly important asit hel psstaff tounderstand theimportanceof
energy performanceand providestheinformation necessary tomake
informeddecisons.
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Asnoted previously inthisreport, wesurveyed city agenciesabout their
el ectricity management practices. Wefoundthat only 3of 12 agencies
respondingto our energy management survey notedthat they
communicated el ectricity performancegoal sand reported outcomesto
department staff. Thesurvey alsofoundthat only 2 of 12responding
agenciesprovidestaff withspecializedtrainingonelectricity costand
consumptiongoal s, and noneof theresponding agenciesprovide
Incentivesor recognitionfor meeting el ectricity cost and consumption
gods.

Thecity’ ssustainability plantoreduceel ectricity consumptionby 10
percentinexisting city publicbuildingsbetween FY 2006-07 and

FY 2016-17 presentsanideal opportunity for themayor’ sEnergy and
Sustainability Task Force, inconjunctionwithappropriatecity agencies,
toreport onthecity’ sprogressinmeetingthisgoal. Weurgecity
agenciestotakeevery opportunity possibletoincludeemployeesinthe
energy management planning processandinthesuccessor shortcomings
inmeeting energy cost and consumptionobjectives.

Between FY 2002-03 and FY 2006-07, thecity saw itsel ectricity costs
escal ate44 percent, eventhough consumptionwasheldtoamere6
percentincrease. Asthecost of oil increases, thecity canexpectits

el ectricity coststocontinuerising. BecauseHonoluluisservedby a
singleelectricity provider, thereislittlethecity candoto control thecost
of electricity. Weacknowledgethat thecity hasimplemented several
energy conservation proj ectsintendedto saveboth el ectricity cost and
consumption. Onanindividual basis, theseprojectsmay haveachieved
somesavings, eventhoughwepoint outinthisreport that identifyingthe
actua savingsmay beelusive. But giventhepresent economic
environment andfactorsoutsidethecity’ scontrol, evenif theseprojects
weretohittheirtargets, it may not beenoughto significantly impact the
city’ sentireel ectricity budget. Thus, energy conservation projectsneed
toberecognized morefor their cost contai nment opportunitiesrather
than cost savingsbenefits.

Thecity hasproactively implementedinitiativestoaddressthecity’s
escalating energy costs. Themayor’ senergy task force, andits21%
Century Ahupua asustainability plan, establishesameasurablegoal for
electricity conservation. City staff areactiveparticipantsintheRebuild
Hawai ‘i Consortiumandthefederal government’ sEnergy Star
program. InFY 2006-07, thebudget andfiscal servicesdepartment
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Recommendations

beganprovidingal city agencieswithguiddinestohelpbring consistency
inelectricity budgeting. Lightingand other energy-conservationretrofit
projectssuchasHonoluluHale, Fas Municipa Building, HonoluluPolice
Department Headquarters, and other smaller proj ectswereimplemented
withanexpectation of reduced e ectricity consumptionand, tosome
extent, cost containment. Whiletheseeffortsarecommendable, weare
concerned about someof theactions, or inactions, of city agencies.

Thecity’ scurrent fragmented structure, whichassignsel ectricity
management respons bilitiestovariouscity agencies, may bethesource
forinefficiency. Electricity conservationandmanagementinitiativesare
inconsistent andleft totheprioritiesset by therespectiveagencies. Asa
result, thereisnocomprehensive, citywideprogramfor electricity
management, whichiscontradictory tothecitywidegoa sestablished by
the21% Century Ahupua’a. Thecity lacksaframework to collect
comprehensivee ectricity consumptiondatatoevenbegindevel opinga
citywideapproachtoward energy management. Additionaly, city
agenciesdonot proactively track, monitor, and report energy
consumptionand cost data. M oreover, agenciesthatimplement

€l ectricity-conservationinitiativesareunabl eto determinewhether the

el ectricity cost and consumptiongoal sweremet or lack theability to
verify whether theinvestment of tax dollarswasworthwhile. While
therearesomelimitationsin how cost and consumption can betracked,
under current practices, thecity istaking aleap of faithfor many of its
conservationandcertainretrofitinitiatives. Findingtherightbalance
between accountability and preserving any cost benefit realizedfrom
theseconservation projectsisboth anopportunity andachallenge. With
better datamonitoring, planning, and communication, webelievethecity
canimproveitsalready solideffortsinreducing el ectricity consumption
andconservingfinancia resources.

1. Themayorshould:

a. Continueeffortstocontainelectricity costandreduce
consumption.

b. Consder consolidating energy management dutiesunder asingle
entity toensureacitywideapproachto managing electricity cost
andconsumption.
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C.

RequiretheMayor'sEnergy and Sustainability Task Forceto
developanaction planfor meetingthe 10percentreductionin
electricity consumptionfor thecity’ sexistingpublicbuildings
between FY 2006-07 and FY 2016-17.

2. Themanagingdirector should:

a

Developamonitoring strategy toensurethat all city agencies
cost and consumptionsavinggoalsaremetif genera fundsare
usedtoimplement anel ectricity conservation program.

Consderimplementing el ectricity management best practices
whichinclude, butarenotlimitedto, reporting el ectricity
management resultstoemployees, providingtrainingand
recognizingthosemeetingel ectricity cost and consumptiongoals
andobjectives, andfunding periodice ectricity or billingaudits.

Compiledataand produceacomprehensiveannual reportonthe
city’ soverall eectricity cost and consumptionthatidentifies
annual el ectricity cost and consumptionby department, energy
conservation projectsimplemented, comparativedatashowing
theestimated and actual cost and consumptionsavings,
justificationfor any significantincreaseor decreaseinel ectricity
consumptionfor theyear, and any stepstakentoreduce
electricity cost and consumption. If actual costand consumption
datacannot bedetermined, theagency(ies) should providean
estimateanditsmethodol ogy incal cul atingtheestimate. The
report should betransmittedtothecity council.

Examinedesignand construction’ soversight of Johnson
ControlslInc.” sperformancecontract, missingdeliverables,and
determinewhether thecontractor owesthecity money.

3. TheDepartment of Budget and Fiscal Servicesshould:

a. Enforceprovisionsof itspoliciesand proceduresmanual related

tothepurchaseof Energy Star-rated productsby amendingits
vendor agreementsand ensuring that agenciesprovideevidence
of purchases’ Energy Star-ratingwhereapplicable.

Continuetoprovidecity agencieswithguidanceinformulating
electricity budgets.
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4. TheDepartmentof Designand Constructionshouldenforceall
performancecontract requirements, includingannua monitoringand
verificationreports, and ensurethat thecity collectsfundsfrom
contractorsthat do not meet el ectricity cost and consumption
Quarantees.



Comments on
Agencies'Response

Response of Affected Agencies

Wetransmittedadraft of thisreporttothedepartmentsof Budget and
Fiscal Services, Designand Construction, Facility Maintenance, andthe
managingdirector. Copiesof thetransmittal lettersareincludedas
Attachment 1. Weinformedtheagenciesthat awrittenresponseto our
draft wasdue on Thursday, July 3, 2008. On June 24, 2008, the budget
andfiscal services director requested anextensiontosubmitits
response. Thecity auditor granted theextensionrequest and authorized
asubmissiondateof July 17,2008. Thebudget andfiscal services
department submitted aconsolidated writtenresponsetothedraft report
onJuly 16, 2008, whichisincluded asAttachment 2.

Initswrittenresponserepresenting affected agencies, thebudget and
fiscal servicesdepartment director expressed appreciationfor the

report’ srecognition of themany accomplishmentsthecity hasmadeto
reduceel ectricity consumptionand provided other detailsregarding
someof thoseinitiatives. Thedirector al soexpressed concerns
regardingthereport’ sscopeand methodol ogies. Inaddition, the
agencies responseprovidedclarifyingcommentsoncertainissuesraised
inour audit, someof whichwediscussbel ow.

Thebudget andfiscal services' director expressed concernoverthe
audit’ slimited scopeand sel ectivetesting. Specifically, theagencies
questionedwhy our audit did not focuson el ectricity cost, consumption,
and management i ssuesof certaincity agenciesaspart of our “ citywide”
review. Whilewebedlievethat theaudit’ s* citywide’ audit objectives
wereclear, weamended thescoping statementtoclarify theaudit’s
scopeandintent.

Additionally, thebudget director clarified that HECO provided uswith
billingdata, whichisdifferent fromactual expendituredatamaintained by
thebudget andfiscal servicesdepartment. Our draft report did not
distinguishthedifferencesbetweenthetwo datasets. Weamendedthe
final reportaccordingly.

Thebudget director a soprovidedclarifyinginformationregardingthe
designand construction department’ suseof aweb-based systemto
monitor electricity useinreal-timeform. Whileweacknowledgedthe
department’ suseof thetechnol ogy toreview datainreal-timeand over
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periodsof time, weamended our report and clarified that thetechnol ogy
wasnot effectively used to measuregoal sand objectivesstatedinthe
Fas Municipal Buildingperformancecontract.

Weal somadeother non-substantiveamendmentsfor purposesof clarity
andstyle.

Thebudget director took exceptiontoour finding that thetest review of
22 purchaseordersfor computer and other rel ated purchasesdid not
contain proper Ener gy Sar documentation andthat our report did not
referencethe WSCA master agreement sectionrelatedto Energy Star
procurement. Wenotethat budget andfiscal servicesstaff didnot
present uswithacopy of themaster agreement sectionrelatedto
Energy Star procurement. Rather, weweregivenacopy of the WSCA
contract sectiontitled, “ Computer Equipment, Software, Periphera and
Related Services,” whichcitestheEnergy Sar programas*voluntary.”
Furthermore, budget andfiscal servicesprocurement policiesstill require
that city agenciesrequest vendorsto provideevidencethat thepurchases
meet or exceed Energy Star standards, “ which areto be attached tothe
purchaserequisition, confirming purchaseorder, or equipment report.”
Wefoundnosuchevidenceand stand by our finding.

Inaddition, thebudget director disagreedwithour findingthat thecity is
unabletodeterminewhether HonoluluHal eretrofit goal sand objectives
wereachieved. Thedirector’ sresponsenotesthat thedesignand
congtructiondepartment monitorsel ectricity billstodetermineif goalsare
met andthat thecontractor’ sannual verificationreportsweresecondary.
Thedirector alsocommentsthat thecontractor hassincesubmitted
applicableannual verificationreportsfor theaudit’ sfive-year review
period. Wedo not disputethedepartment’ seval uation of monthly
electricity billsor theuseof aweb-based monitoring system. However,
wefound noevidencethat themonitoringwastiedtotheperformance
contract goal sand objectives. Theperformancecontract contains
specificperformancetargetsand requiresthecontractor toreporton
how it met thoseperformancegoals. Werequestedtoreview the
contractor’ sannua verificationreportsissued duringour review period,
but thedesi gnand construction department wasunabl eto providethem.
By not having, or requiringthetimely submittal of thesereports, we
questionhow thedepartment knowsif theestablished performance
contract goal sweremet anditsaccountability for the$2.4 million spent
ontheretrofit project.



Thebudget director al sorefuted our finding that the21% Century
Ahupua’ asection related to Energy Conservation lacked an
implementationplan. Thedirector referencedasectioninthedraft
report astheimplementation plan, notedthat VVersion1.1of the
document wasreleasedin April 2008, and that aworkshopwasheldin
June2008togather informationand establishanel ectricity baselineusing
FY 2004-05data. Whilewecommendthedepartment for moving
forwardwiththe21% Century Ahupua’‘ a provisions, westand by our
finding. Wereiteratethat theel ectricity conservation plancoversthe 10-
year period FY 2006-07 to FY 2016-17. Thus, thisproject was
effectiveduly 1, 2006. Thecity conducted aworkshopinJune2008to
gather informationtoestablishtheFY 2004-05€l ectricity baseline.

Based onthissequenceof events, nearly twoyearshaveal ready
elapsed. By our calculation, thecity now haseight yearstoimplementa
planandachieveitsdesired 10 percent reduction. Furthermore, Version
1.10of theplanwasrel eased after our fieldwork ended. Itisimportant
tonotethat wedidnot find non-compliancewiththeproposed el ectricity
reductiongoalsnor didwepredictfailure. Wemerely expressed
concernabout thelack of specificsfor al0-year project that
commenced over twoyearsago.

Finally, thebudget director’ sresponsecitesvariousinstanceswhereour
audit should haveprovided moreinformationor additional detail, or
areaswheretheaudit might havebeenmorehel pful tothedepartments.
Weagreethat moreinformationandanaysesregardingthecity’s

el ectricity cost and consumptionwoul d havebeenhel pful. However,
compiling dataand conducting comprehensiveanaysesistheprimary
responsibility of thedepartmentsand theexecutivebranch, andnotthe
city auditor. Wearepl eased that theresponding agenciesrecognizethe
needfor better information collection, anal yses, and dissemination, and
hopethat thecity administrationwill adopt our recommendationto
compileacomprehensiveannua reportthat will providethisvital
informetion.
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ATTACHMENT 1

OFFICE OF THE CITY AUDITOR

CITY AND COUNTY OF HONOLULU
1000 ULUOHIA STREET, SUITE 120, KAPOLEI, HAWAII 96707 / PHONE: (808) 692-5134 / FAX: (808) §92-5135

LESLIE |. TANAKA, CPA
CITY AUDITOR

June 19, 2008
COPY

Mr. Wayne Hashiro

Managing Director

City and County of Honolulu
530 South King Street, 3 Floor
Honolulu, Hawai‘i 96813

Dear Mr. Hashiro:

Enclosed for your review are two copies (numbers 11 and 12) of our confidential draft audit report,
Audit of the City’s Electricity Costs, Consumption, and Management. 1f you choose to submit a written
response to our draft report, your comments will generally be included in the final report. However, we
ask that you submit your response to us no later than 12:00 noon on Thursday, July 3, 2008.

For your information, the mayor, the Department of Budget and Fiscal Services, the Department of
Design and Construction, the Department of Facility Maintenance, and each councilmember have also
been provided copies of this confidential draft report.
Finally, since this report is still in draft form and changes may be made to it, access to this draft report
should be restricted. Public release of the final report will be made by my office after the report is
published in its final form.
Sincerely,

Den e

v Leslie I. Tanaka, CPA
City Auditor

Enclosure
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DEPARTMENT OF BUDGET AND FISCAL SERVICES ATTACHMENT 2

CITY AND COUNTY OF HONOLULU

530 SOUTH KING STREET, ROOM 208 « HONOLULU, HAWAII 86813
PHONE: (808) 768-3900 » FAX: (808) 768-3179 » INTERNET: www.honaolulu.gov

MARY PATRICIA WATERHOUSE
DIRECTOR

MUFI HANNEMANN
MAYOR

MARK K. OTO
DEPUTY DIRECTOR

July 16, 2008

08 JUL17 A8 24
Mr. Leslie I. Tanaka, CPA

City Auditor -
i C & C BF HI 1

1000 Uluohia Street, Suite 120 C d?-r‘ﬁ\? f‘;!: o N}Q}\;Sl

Kapolei, Hawaii 96707 AUDITO!

Dear Mr. Tanaka:

Subject:  Consolidated response to draft Audit of the City’s Electricity Costs,
Consumption, and Management

Thank you for the opportunity to submit a response to the confidential draft report titled
“Audit of the City’s Electricity Costs, Consumption, and Management” prepared by your
office. We appreciate your reference to the many projects the City has completed to
significantly reduce electricity consumption. We also concur with your conclusion that “the
city has proactively implemented initiatives to address the city’s escalating energy costs”.

Over the years the City has implemented many electricity conservation projects that have
had a significant positive effect on electricity consumption. The City also recognized many
years ago the need to develop a framework for managing energy conservation efforts. The
framework has evolved and is currently incorporated into the 21* Century Ahupua'a Energy
and Sustainability Plan.

The framework and management structure provided by the 21* Century Ahupua-a is of
significant benefit to the City’s electricity conservation and cost containment efforts and
encourages the effective implementation of energy conservation best practices. The 21*
Century Ahupua-a is a framework centered on a multi-departmental Mayor’s energy and
sustainability task force that includes all key agency managers. The task force is further
focused through working groups one of which, the energy conservation working group, is
specifically dedicated to electricity conservation.

The 21* Century Ahupua a has received national recognition. Honolulu was recently
recognized by the United States Conference of Mayors as one of five cities with outstanding
sustainability programs out of 70 large cities from around the nation. A copy of the
communication regarding the outstanding achievement award is attached for your reference
in Appendix 2.
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The energy conservation working group’s objective is to reduce electricity consumption in
existing public buildings by 10 percent prior to the end of FY 2017. The goal was developed
through the 21* Century Ahupua‘a framework and is included in the program planning
documents, see plan excerpt in Appendix 3. The entire document is available at
www.honolulu.gov/mayor/ahupuaa/plan.htm.

The primary concern we have with the draft report is that there are significant audit
limitations that are not consistent with the audit objectives of a review and assessment of
citywide electricity expenditures and city management of electricity consumption. The audit
report indicates that the City Auditor office lacks the resources to perform a comprehensive
electricity audit. The report excludes significant electricity consuming City departments
from the audit, and sample testing was relied on without follow-up analysis to form audit
conclusions. These limitations contribute to the auditor relying on partial or inaccurate
information to form many of the opinions and conclusions in the draft report. Ata
minimum, the audit limitations need to be clearly stated up front in the report so that users of
the report can be adequately informed, and there is also a need to address inaccurate
information prior to issuing the final report.

The selective testing and lack of analysis misleads the reader and misrepresents the actual
results that have been attained by the City energy savings efforts. A couple of examples are
provided below:

Lack of electricity consumption data analysis misrepresents conservation
efforts.

The City electricity conservation efforts are properly focused on electricity
consumption reduction. Had the audit analyzed electricity consumption data or had
the City Auditor staff consulted with the City on electricity consumption the
following results would have become clearly evident.

The 5.7% increase in annual electricity consumption as reported on page 11 of the
draft report is comprised of two distinct components: electricity consumption
increases for new services and structures and significant electricity savings efforts at
existing facilities.

During the audit period, the City expanded services and brought on new public
facilities. New facilities included the Honolulu Fire Department Headquarters, the
East Honolulu Police Station, the Kapolei Corporation Yard, and new emergency
ambulance facilities in Kalihi and Kapolei. The City also constructed 45 new traffic
signalized intersections and school warning flashers that provide safer streets for our
motorists and pedestrians.
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In addition, the City upgraded effluent treatment at its Sand Island Wastewater
Treatment Plant. The project, completed in FY 2006, required expansion of the
electrical infrastructure at Sand Island to support ultraviolet disinfectant lights. The
upgrade consumes a significant amount of electricity. Consumption increases
between FY 2002-2003 and FY 2006-2007 totaled at least 13.9 million kWh or 10%
of FY 2002-2003 consumption. The Sand Island upgrades alone accounted for a 6%
increase in City electricity consumption beginning in FY 2005-2006.

Energy savings projects, many identified in the draft report, generated annual energy
savings of approximately 5 million kWh or 4% of FY 2002-2003 consumption.
These results are exclusive of the substantial amount of rebates received from HECO
over the years and the Honolulu Hale energy conservation improvement project that
produced annual energy savings of approximately 1 million kWh and was completed
prior to FY 2002-2003.

City is committed to the Energy Star program and purchasing energy star
products.

The City has implemented many best practices and will continue to pursue
implementing additional best practices of the Energy Star and other energy
management programs that are evaluated as beneficial to the City.

Energy Star products, especially computer equipment and accessories, are being
purchased by the City and Energy Star documentation does exist. All of the
computer equipment purchased as identified in the audit sample, Exhibit 2.9 page 33
of the draft report, were Energy Star compliant and did include Energy Star
documentation.

The draft report on page 33-34 properly identifies that the City uses the Western
States Contracting Alliance master price agreement when computer equipment and
accessories are purchased. However, the draft audit report does not include any
reference to the master agreement section 17 C Energy Efficiency Programs that
requires the contractor to provide products that meet the Energy Star or other
recognized programs for energy efficiency, see Appendix 4. The contract language
constitutes documentation and the audit conclusion is inaccurate.

A number of other significant concerns and comments have been generated regarding
statements and data included in the draft report. These concerns and comments are included
in Appendix 1. We have consolidated all of the feedback from the City departments
included in the audit (DDC, DFM, BFS) into a single response. We believe a single
response will facilitate your effort to address the issues prior to finalizing the audit report.
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We value the independent assessment function provided by the City Auditor office.
However, we would like to make sure all facts and data are considered when opinions are
formed regarding City operations. We are hopeful that you will use this response to address
the issues raised prior to issuing the final report.

Very truly yours,
Jhpy itetonse
Mary Patricia Waterhouse
Director
MPW:ve
Attachments
APPROVED:

/ %
] ' ,./‘ /\
*-.fi‘t’_‘_“?-wq__ N Llas ber,

Wayne M. Hashiro P.E_.___/’/
Managing Director  ~

cc: DDC Director
DFM Director
Mayor
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Appendix 1

Response to Audit of the City’s Electricity Costs, Consumption, and Management

Page 9, Chapters 1, Audit Objectives
Audit statement: Review and assess citywide expenditures for electricity and city’s management
of electricity consumption.

City Response: The audit objectives indicate a citywide audit approach. However the audit
excluded many significant city departments and facilities, including Department of Parks and
Recreation and the Environmental Services Department.

Page 11, Chapter 2, Summary of Findings
Audit statement: Although the city’s electricity consumption increased 5.7 percent over our five-
year review period, expenditures soared by 44 percent.

City Response: E= . ‘
The City Auditor notes ‘ SUeagRS At Rt et ety

that the expenditures for ‘ R

electricity increased by $0.1600 f:

44 percent over the .10 £

audit period. However, | %% 1

the audit does not £ :z:g N
mention the obvious | & W0 o . T
reason for this increase, | | e e e B |
which is the rising cost :zzz | B ' | B =

of electricity. The chart . ‘ . : :

on the right was created 2003 2004 2005 2006 2007

using the same Flacel; Ve

Hawaiian Electric

Company (HECO) data that was provided to the City Auditor. The chart represents the average
annual cost of electricity from FY 2003 to FY 2007. In FY2003, the cost to the City for its
electricity usage was $0.1240/kWh, while in FY2007; the cost to the City for its electricity usage
was $0.1690/kWh. This 36% increase is electricity cost tracks closely the 44% increase in the
City’s expenditure. The chart is similar to the City Auditor’s Exhibit 2.1 shown on page 13.

The City Auditor also does not explain the reason for the increase in the cost of the electricity
that the City purchases from the HECO. HECO primarily uses crude oil to generate electricity
in its power plants. HECO is regulated by the PUC and is allowed to pass along the fuel oil costs
to its customers.
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The chart on the right
tracks the increase in the
fuel oil adjustment, which
is added to the base cost
of electricity. This chart
coincides with the audit
period. In July 2002, the
surcharge above the base
electricity rate was
$0.01/kWh. The current
surcharge is $0.14/kWh,
which represents at
1400% increase.

The City Auditor also
notes that the City’s
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electricity consumption increased by 5.7 percent over the audit period. However, the City
Auditor does not analyze the reason for this increase. During the audit period, the City expanded
its services to the people of Honolulu. New public service facilities were brought on-line. These
include the Honolulu Fire Department Headquarters, the East Honolulu Police Station, the
Kapolei Corporation Yard, and new emergency ambulance facilities in Kalihi and Kapolei. The
City also constructed 45 new traffic signalized intersections and school warning flashers that
provide safer streets for our motorists and pedestrians. In addition, the City upgraded effluent
treatment at its Sand Island Wastewater Treatment Plant. During FY2005-2006, the City
upgraded the electrical infrastructure at Sand Island to support ultraviolet disinfectant lights,
which consume a significant amount of electricity.

During the audit period there were also many significant energy savings projects implemented.
One example is the FMB energy conservation improvement project, implemented between
FY2006 and FY2007. The project reduced our annual electricity consumption by approximately
2 million kWh/year. The chart below presents electricity usage for the facility during the audit

period.
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Page 16, Chapter 2, The City’s Electricity Expenditures Rose Significantly Despite Ongoing
Conservation Efforts

Audit statement: We note that expenditure figures reported by HECO for FY2006-07 are about
$1.4 million higher, or five percent, than figures provided by the budget and fiscal services
department....In this case, a comprehensive electricity or billing audit might be able to explain
whether the discrepancies are a matter of accounting formats or something more significant.

City Response: All that was needed to explain the difference was a quick analysis of the HECO
and City data, not a comprehensive electricity audit. There are two specific reasons for the
difference. First, the HECO data is comprised of billing data, not expenditure data. Exhibit 2.1
on page 13 of the draft report should be changed to accurately reflect the data source. Secondly,
the HECO data includes Oahu Transit Services (TheBUS and HandiVan) electricity accounts not
included in the City data.

Page 27, Chapter 2, Summary of Findings — City is unable to determine whether Honolulu
Hale retrofit goals and objectives were achieved

Audit statement: We requested to review the contractor’s verification reports for years FY2002-
03 to FY2006-07, as applicable . . . A DDC administrator noted that it had only one report on
file for FY2003-04, but none since. As of March 2008, we had not received any of the requested
reports.

Although the administrator affirmed that the cost consumption savings were being realized, we
found not basis for this affirmation.

The design and construction department administrator noted that it monitors electricity bills to
determine if goals are met.

City Response: The City Auditor properly states that the DDC administrator monitors the
electricity bills to determine if the goals are met. This is the primary manner that DDC
determines that goals are met. Receiving reports from the contractor are secondary. The
contractor has submitted the reports to the City and the reports are currently available for review
by the auditor.

Page 28, Chapter 2, Summary of Findings — City is unable to determine whether Honolulu
Hale retrofit goals and objectives were achieved

Audit statement: Cost savings were achieved three times in FY2002-03, FY2003-04, FY2004-05,
and that in FY2006-07, the Honolulu Hale's electricity consumption exceeded the guaranteed
maximum usage by 352,856 kilowatt hours and the cost guarantee by $65,816.

City Response: The DDC provided the City Auditor with the Honolulu Hale Energy Study
Report dated December 15, 1999 and the Honolulu Hale Detailed Energy Study Revision 1 —
Cogeneration dated October 17, 2000 for review. The City Auditor did not include in the report
that one of the major energy conservation measures of the project was the installation of a
cogeneration (cogen) system. With the cogen system, the City was able to generate
approximately 40% of Honolulu Hale’s electricity needs on-site without having to pay HECO.
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The cogen system ran on synthetic natural gas (SNG) purchased from The Gas Company.
However, in FY2007 the cogen system was shutdown because the cost of generating electricity
on-site was more expensive than purchasing the same amount of electricity from HECO. This
explains the spike in electricity costs in FY2007. The auditor noted earlier (on page 10, Chapter
1, Scope & Methodology) that the audit focused strictly on electricity provided by HECO. The
auditor did not ask questions about the operation of the cogen system or for any bills from The
Gas Company.

Audit statement: Without annual reports as required by the contract, the department, and the
city, has no way to determine if actual cost and consumption goals were met.

City Response: The DDC administrator monitors the electricity bills to determine if the goals
are met. The administrator also monitors the gas bills. By reviewing both sets of bills, the
administrator made the determination that discontinuing the cogen system would realize a
savings on the City overall utility bills (both electricity and gas). Electricity costs or
consumption cannot be viewed in a vacuum and must be looked at holistically with all energy
sources. This holistic approach is the focus of the 21*' Century Ahupua ‘a.

Page 30, Chapter 2, Summary of Findings — Lighting retrofit project benefits are assumed, but
undeterminable — NBC Exhibition Hall Light Improvements

Audit statement: Rather, this energy efficiency project was implemented based on industry
projections and the assumed cost savings it will bring.

City Response: Using industry

projections and engineering practices is a o | | 2006
responsible method. The NBC P o . | ENERGY /
Exhibition Hall Lighting project had Sk e | EFFICIENGY.

three (3) goals: provide better quality \AWARDS
lighting to attract more customers; .
minimize construction cost and effort;
and provide more energy efficient
lighting. These goals were achieved
through sound engineering practices.
Several lighting technologies were
studied. Computerized lighting
calculations were made to evaluate the
quantity of lighting. A lighting audit
was performed to determine the baseline
electricity usage and the projected
electricity usage based on manufacturer’s data on an “apples for apples™ basis (constant
variables). The calculations were documented in the City’s energy award application to HECO.
HECO awarded the NBC project an Honorable Mention at its 2006 Energy Efficiency Awards
program.




Page 30, Chapter 2, Summary of Findings — Electricity monitoring and tracking alternatives
are limited and in some instances may undermine cost savings benefits — enhance metering
Audit statement: HECO offers, at no cost, enhanced monitoring services for qualified facilities
where an entity can track usage via the web. While this service is useful for monitoring
electricity use in real-time it is not effectively used to provide historical data needed to measure
that use against established goals and objectives.

City Response: The enhanced
metering offered by HECO is
used by DDC and does provide
a valuable tool for the historic
tracking of electricity usage.
The graph on the right was
taken from HECO’s MV-Web
enhanced metering website.
The graph shows the peak
electricity demand for FMB at
the start of the energy
conservation measures to the
completion of the retrofitted
chiller plant. The graph shows
the decrease in energy demand
as the energy conservation
measures take affect.

Page 38, Chapter 2, Summary of Findings — 21 S Century Ahupua’a electricity consumption
goal lacks a plan for achievement

Audit statement: While we commend the administration and the task force for establishing a
defined electricity consumption goal that is measurable over time, we are concerned about the
apparent lack of an implementation plan.

City Response: The implementation plan is described in the Mayor’s 21* Century Ahupua'a
Energy and Sustainability plan and is described by the City Auditor on page 9. The plan calls for
the City to schedule and implement energy conservation retrofit projects with a simple payback
of 20 years or less; agencies are tasked to rank city buildings by energy usage to identify baseline
and initial energy savings potential; conduct energy assessment (audits) of high electricity
consumption facilities; evaluate cost effectiveness; and implement cost effective projects with
capital improvement program funds or other financing. The energy and sustainability plan is an
ever evolving document and is periodically updated.

Version 1.1 of the plan was released in April 2008. One of the revisions was in the area of
energy conservation. Conducting an energy efficiency workshop for City facilities was added to
the plan for reducing electricity consumption. This workshop was held on June 20, 2008 for all
City agencies that consumed electricity. The workshop was sponsored by the task force and lead
by the energy conservation working group. During the workshop agencies were provided with
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their historical billing data and were tasked with identifying and ranking their facilities from
highest to lowest electricity usage. The information gathered from this exercise will be used to
formulate the FY2005 electricity baseline data. In addition, guest speakers from HECO, an
energy services company, a green building practitioner, and a solar energy expert made
presentations showing the different ways that City agencies can reduce electricity consumption in
their facilities.

The 21* Century Ahupuaa Energy and Sustainability Plan has received national recognition.
Page 45, Chapter 2, Summary of Findings — Conclusion

Audit statement: Because Honolulu is served by a single electricity provider, there is little the
city can do to control the cost of electricity.

City Response: This statement is true and should have been stated in the opening of the report.
The audit should have focused on kilowatt-hours (consumption) instead of expenditures (cost).
The cost of electricity parallels the City’s electricity bills as graphically illustrated above. If the
City Auditor had the resources to focus on the kilowatt hours they would have used FY2002-03
as the baseline for their audit. The results would have shown that the City has grown in the
number of new facilities, but more importantly electricity consumption in existing facilities has
been reduced (as pointed out earlier).
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2008 MAYORS’ CLIMATE PROTECTION AWARD WINNERS
ANNOUNCED
Seattle (WA), Carmel (IN) Receive Top Honors

Miami, FL — Mayors Greg Nickels of Seattle (WA), and James Brainard of Carmel (IN)
have been awarded first place honors in the 2008 Mayors’ Climate Protection Awards
Program. The second annual awards, sponsored by The U.S. Conference of Mayors and
Wal-Mart Stores, Inc., recognize and honor mayors for their outstanding and innovative
practices to increase energy efficiency in their cities and to help curb global warming.

An independent panel of judges, selected by The U.S. Conference of Mayors, determined
the winning cities from a pool of over 60 applicants based on the following criteria:
mayoral leadership, creativity and innovation, and reduction of greenhouse gas emissions
and/or improved quality of life in their community.

Qutstanding Achievement Awards were received by:
(Large cities) — Denver Mayor John W. Hickenlooper; Honolulu Mayor Mufi Hanneman;

Houston Mayor Bill White; and New York Mayor Michael Bloomberg.

(Small cities) — Chapel Hill (NC) Mayor Kevin C. Foy; Columbia (MO) Mayor Darwin
Hindman; Highland Park (IL) Mayor Michael Belsky; and Orland Park (IL) Mayor
Daniel J. McLaughlin.

"These two leading mayors, Seattle Mayor Greg Nickels and Carmel Mayor James
Brainard have proven that despite an economic downturn in cities and our nation, mayors
continue to do what’s right to protect our climate in America. Their actions serve as
outstanding examples for other cities of all sizes,” said Conference President Trenton
Mayor Douglas H. Palmer. “We also commend all the other winners including
outstanding achievement and honorable mentions for all their work and dedication to
improve our environment.”

-more-
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“Our mayors stand at the gateway to the lives and homes of everyday Americans, and
Wal-Mart is proud to recognize those that are working to make climate protection a
priority," said Eduardo Castro-Wright, president and CEO of Wal-Mart Stores, U.S.
"While the challenge of climate change remains, together we are helping Americans
reduce their energy use and save money so they can live better. With the commitment
of USCM, Wal-Mart and everyday citizens, we will continue to move our cities, our
nation and our planet forward toward a more sustainable future."

First Place - Award Winning Program Summaries:

Seattle Mayor Greg Nickels (Large City)
Program Name: Seattle Climate Action Now

Scattle Climate Action Now is a grassroots climate protection campaign aimed at giving
Seattle residents the tools they need to start making a real difference at home, at work and
on the road.

Carmel Mayor James Brainard (Small City)
Program Name: Roundabouts

Mayor Jim Brainard made the case for installing roundabouts in Carmel, Indiana by
promoting their proven environmental friendliness, safety benefits, cost savings and
ability to smooth traffic flow.

Honorable Mention citations were also awarded to the following cities:

Bartlett (IL) Mayor Catherine J. Melchert; Chattanooga, (TN) Mayor Ron Littlefield;
Colorado Springs, (CO) Mayor Lionel Rivera; Oakland Mayor Ron Dellums; Phoenix
Mayor Phil Gordon; Pleasanton (CA) Mayor Jennifer Hosterman; San Francisco Mayor
Gavin Newsom, and Scranton (PA) Mayor Christopher A. Doherty

The Mayors’ Climate Protection Awards were jointly presented at the Conference of
Mayors’ 76" Annual Meeting in Miami, FL by Conference President Trenton Mayor
Douglas H. Palmer and Eduardo Castro-Wright, President & CEO of Wal-Mart Stores,
U.S.. Wal-Mart Stores Inc.’s support makes the Climate Protection Awards Program
possible.

For a full listing of all the winning entries of the 2008 Mayors’ Climate Protection
Awards, please visit: www.usmayors.org
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o]



Honolulu Mayor Mufi Hannemann

Program Name: The 21st Century Ahupua’a

Program Description: The 21st Century Ahupua'a is the “umbrella” brand for the city’s sustainability and climate protection
¢ffort. By incorporating the Hawaiian cultural perspective they are able to reach a much larger and more receptive audience for
this important message. “Ahupua’a” is the term Hawaiians gave to their sustainable resource management system that enabled
them to live in balance with their environment for over 1,500 vears. They must benefit from the wisdom of their Polynesian
ancestors, combined with the technological innovations of today, to make their island home sustainable and self-sufhcient for
our future generations. The principals of the 21st Century Ahupua'a include: Honor Their Host Culture, Encourage Green
Building & Conservation, Develop Alternative Energy & Bio Fuels, Recycle Solid Waste, Build Efficient Public Transportation,
Prorect the Forests & Reefs, and Restore Productive Agriculture. The city's 21st Century Ahupua'a has accomplished several
major milestones: 1. Establishment of a Multi-departmental task foree to sct sustainability goals, conduct research and direct
pilot projects. 2. Drafted the city's first formal sustainability plan. 3. Establish greenhouse gas inventory processes for city
operations. 4. Authored public awarencss programs and established private sector and University partnerships to further

sustainability and climate protection practices.

Why did the city identify the need for this program? Mayor Hannemann feels that it is important to take a leadership
position on the issue of sustainability and climate protection; and to craft the message in a way so as to reach most of their
diverse constituents in a way that is appropriate for their unique culture. Mayor Hannemann was also an early signor of the
Mayor's Climate Protection Agreement requiring specific goals be met regarding greenhouse gas emissions. Because of Hawaii's
unique isolation and vulnerabilities (dependence on imports, especially petroleum), city leaders feel it is imperative that they

treat issues of sustainability and sclf sufficicncy with utmost urgency.

What were the challenges faced to implement it? Finding simple concepts and symbols that resonate with their community
and communicate the importance and interconnectivity represented by the wide gamut of sustainability issues. In other

words, getting people to see the big picture. Also, finding consensus on the priority of various projects and selection of specific
technology solutions posed a challenge...one that was largely overcome by open Web access to communications and transparent

operations.

How has the program reduced greenhouse gas emissions in the local community? By beginning the process of raising
people’s awareness of sustainability and establishing a shared vision with universal buy-in. The majority of behaviors encouraged
by their sustainability plan contribute greenhouse gas reduction. They have established specific goals for green house gas
reductions which have all been dramarically impacted by projects like: L Waste to energy operations 2. 28 mile rail transit plan

3. Biodiesel production & fleetr conversion 4. Multiple alternative energy co-production & conservation strategics. 5, Green
building practices ti.e. all new city facilities to be LEED Silver or beteer).

How is this program outstanding or innovative? The 21st Century Ahupua'a is a product of Hawair's cultural history and
unique vulnerabilitics as an isolated Island community, ver is can serve as a model for the entire planct. Their islands arce a living

Labaratory and a scale model of the issues facing the planct.
How was the program financed? The Mavor's Encrgy & Sustainability Task Force helps to redirect existing operational and

CIP budgers wichin various departments to “sustainable” projects including: L Curbside Reeveling pilot projects 2. Mayor's
21st Century Ahupua’s Youth Ambassadors - high school student programs 3. Bio-fuel projects 4. Green Parking program -

The United States Conference of Mayors 9 Mayors Climate Protection Center 65
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priority parking for hybrids 5. Green Roof & catchment projects. 6. Roof top wind generation tests. The task force is also able

t secure private sector partners who contribute equipment and services such as: Hoku Scientific’s coneribution of 15 kilowatt
photovoltaic array for our neighborhood sustainability center; and Media partners Clear Channel and H onolulu Advertiser to

promaote the city's endorsement of Earth Hour 2008.

How has this program improved the quality of life in the local community? By invoking pride in their island culture, they
create a unifying theme for the advancement of specific sustainability initiatives. The 21st Century Ahupua’s has continued to
wain momentum toward a shared vision and growing enthusiasm for public participation and support for sustainable practices

and environmental awareness.

Houston Mayor Mayor Bill White

Program Name: The Comprehensive Renewable Energy Program

Program Description: The Comprehensive Renewable Energy Program gives the City of Houston the contractual ability to
bring in up to 80 megawatts, or 700,800,000 kilowatthours, of renewable power, which represents S0% of the City's total
power. The design of the contractincludes a negotiated structure that comprises third party wholesalers, Reliant Encrgy, the
Government Land Office, and City of Houston to transact long-term wind power. The strategy is to purchase wind power
in 10-megawatt increments for S-year terms at competitive prices. Currently the City has purchased 30-megawatts, and was
rc-:;)ghi?.cd by the EPA as Green Power leader, ranking second in the nation in the amount of renewable energy purchased

among municipal governments,

Why did the city identify the need for this program? The city spent approximately $150 million during the last fiscal year
on electricity, paying a rate of roughly $91 per L000-kilowate hours. Hurricanes Katrina and Rira drove natural gas and power
prices up 3 fold, creating liabilities for the City of $30M over budget. City officials, who have seen Houston's electricity bills

nearly double sinee 2004, hope the new source of energy will help control those costs over the five-year contract.

What were the challenges faced and overcame to implement it? Officials from the City had to work to stabilize the City's
$150 million annual electricity bill. The strategy that City experts choose to implement focused on a diversified power portfolio
including the use of renewable wind power. The City had to negotiate a contract that would allow them to purchase large
amounts of renewable wind generated power, in a cost effective manner, They were able to do this by creating a complicated
structure between Reliant Energy, the Government Land Office, and the City. This made it possible to purchase the energy on

the wholesale market.

How has the program reduced greenhouse gas emissions in the community? Since this electricity is coming from a clean
/ renewable source, once the 5O Megawatt threshold is met, (of which the City is only 20-megawares away), the City will be
reducing the greenhouse gas emissions associated with their clectricity usage by approximately 300,000 metric tons per year.
That is the equivalent of removing 60,000 cars from the road. Once enacted, Houston will lead the nation in the percentage of

rencwable energy used by a City government.

How is this program outstanding or innovative? This program is an outstanding example of good government policy. The

Aavor's Office was able to negotiate a renewable energy contract that allows the City to purchase the renewable energy on the

The United States Conference of Mayors 10 Mayors Climate Protection Center



Appendix 3

. ENERGY CONSERVATION
A. Electricity Initiative Team

In 2005, the Electricity Initiative Team (EIT) was formed as a
subcommittee of the Energy Issues Committee (EIC). The EIT identified
potential short-term and long-term initiatives to address the City’s rising
electricity costs. The initiatives ranged from a short-term initiative such as
an Employees’ Awareness Program, whereby workers are made aware of
the electrical energy issues and educated on the measures that they can
do to longer term measures such as retrofitting high energy consuming
equipment. It is important to note that the City has been actively pursuing
energy conservation measures prior to the recent increases in fuel oil
prices. However, it is acknowledged that more can and needs to be done
in order for the City to reduce its electricity consumption.

Appendix A shows the matrix of proposals considered and evaluated by
the EIT. Some of the proposals have been incorporated in this plan.

The following outlines the City’s past, current and potential future efforts in
energy conservation,

B.  Energy Efficiency in Public Buildings
1. Completed Energy Savings Projects
3 Honolulu Hale Energy Conservation Improvements - The

Honolulu Hale project was completed in 2002. This project
involved the replacement of a 1970's era air conditioning chiller
plant; the installation of a 200 kW cogenerahon system with a
70-ton cooling capacity
absorption chiller; the
replacement of the existing
cooling tower with an induced
draft cooling tower; the
modification of the chilled water ,
piping system; the installation of Ly
a modern energy management
and control system; the
replacement of T-12 linear fluorescent lamps and magnetic
ballasts with T-8 fluorescent lamps and electronic ballasts: the
installation of period light fixtures with compact fluorescent
lamps in public and exterior spaces; and the replacement of
incandescent exit signs with LED exit signs. In year 2000,

Vayor's Energy

& Sustainability Task Force

Version 1.1 = April 2008 19 Energy Conservation
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3. Future City Actions

Objectives: 1) Reduce electricity consumption in existing City's
public buildings by 10% from FY 2007 to FY 2017 as compared
to FY 2005 baseline data. 2) Construct new City buildings using
Green Building practices. 3) Retrofit City affordable housing
projects with energy efficient light fixtures during routine
maintenance.

3 Energy Efficiency in Public Buildings - Plan and implement
energy conservation retrofit projects with a simple payback of 20
years or less.

e Conduct an energy efficiency workshop for City personnel
involved in the budgeting, operations and maintenance of
City facilities.

¢ Rank public buildings by energy usage to identify baseline
and initial energy savings potential.

¢ Conduct energy assessments (audits) of high rankmg
facilities.

» Evaluate cost effectiveness of the potential energy efficiency
solutions.

* Implement cost effective projects with Capital Improvements
Program funds or alternative financing methods.

¥4 Design and Construction Green Buildings - Construct new City
buildings using Green Building practices.

» City Ordinance 06-06 requires that all new City buildings
greater than 5,000 square feet shall be LEED Certified Silver
starting with FY08 funded design projects.

» Educate City design and project management personnel on
LEED intents and credits, with emphasis on integrated
design.

[X]

Retrofit City affordable housing projects with energy efficient
light fixtures during routine maintenance.

e Property managers at various City affordable housing
projects will replace burnt out incandescent and obsolete
fluorescent lights with energy efficient lights during routine
maintenance.

Mayor's Energy
& Sustainability Task Force
Version 1.1 ~ April 2008 23 ) Energy Conservation




Appendix 4

WESTERN STATES CONTRACTING ALLIANCE

MASTER PRICE AGREEMENT
for
COMPUTER EQUIPMENT, SOFTWARE, PERIPHERALS AND RELATED SERVICES

DELL MARKETING L.P.
Number A63307

This Agreement is made and entered into by Dell Marketing L.P., One Dell Way, Round Rock, TX 78682,

(“Contractor”) and the Department of Administration (*State”) on behalf of the State of Minnesota, participating members
of the National Assoclation of State Procurement officlals (NASPO), members of the Westem States Contracting Alliance
(WSCA) and other authorized Participating States and Participating Entities.

RECITALS

WHEREAS, the State has the need to purchase and the Contractor desire to sell; and,
WHEREAS, the State has the authority to offer contracts to CPV members of the State of Minnesota and to other states.
NOW, THEREFORE, in consideration of the mutual promises contained herein, the parties agree as follows:

INTENT AND PURPOSE

The intent and purpose of this Agreement is to establish a contractual relationship with equipment manufacturers to
provide, warrant, and offer maintenance services on ALL products proposed in their response to the RFP issued by the
State of Minnesota. The Contractor may use subcontractors to provide the warranty and/or maintenance services;
however the Contractor will be responsible for working with the equipment manufacturer on behalf of the Purchasing
Entity and for the timeliness and quality of all services provided. No type of Lease transactions are allowed through this

Agreement.

The Agreement is NOT for the purchase of major, large hardware or hardware and software offerings. In general,
individual units/configurations should not exceed $50,000 each. it is the expressed intent of some of the Participating
States to set this level at not to exceed $25,000 each. This IS NOT a restriction on how many units/configurations can be
purchased, but on the value of each individual unit/configuration. Individual Participating States and Participating Entitias
may set specific limits in a participating addendum, with the prior approval of the WSCA Directors.

Contractors may offer, but participating states and entities do not have to accept, limited professional services related
ONLY to the equipment and configuration of the equipment purchased through the Agreement.

1. Definitions
“Announced Promotional Price” are prices offered nationally to specific categories of customers (Consumer,
Business or govemment) for defined time periods under predefined terms and conditions.
“Contract” means an agreement for the procurement of items of tangible personal property or services.
“Contract Administrator” means an individual appointed by the State to administer this Agreemaent on behalf of
the State of Minnesota, the participating NASPO and WSCA members, and other authorized purchasers.
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16.

17.

18.

19.

20.

21.
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Technical Support

The Contractor agrees to maintain a toll-free technical support telephone line. The line shall be accessible to
Purchasing Entity personnel who wish to obtain competent technical assistance regarding the hardware and
software installation or operation of Contractor-supplied Products during the product warranty period or during a
support agreement. '

Take backJEnvlronmqnthnergf Efficlency Programs
The Contractor agrees to maintaln for the term of this Agreement, and all renewals/extensions thereof, programs
as described in thelr response to the RFP, including but not limited to:

A Take back/Recycling of CPUs, servers, monitors, flat panel displays, notebook computers, and printers.
Costs are listed on the web site.
B. Environment: Compliance with the European Unions' Directives, or other intemational directives;

reduction/minimization/avoidance of the use of toxic and hazardous constituents; certification by
independent third party eco-labeling programs (TCO, Blue Angel, and Nordic Swan); (SO 14001
certification; and the use of recyclable, nontoxic packaging.
C. Energy Efficiency: Products meet the Energy Star or other recognized programs for energy efficiency.
D Product labeling of compliance with ltems B & C abave, as well as identification of such information on
the web site.

The Contractor will notify the Contract Administrator, in writing, of any additions/changes/deletions to the above
programs.

Product Delivery
Contractor agrees to deliver Products to Purchasing Entities within and estimated 14 - 30 days after receipt ofa
valid Purchase Order, or in accordance with a schedule agreed to between the Purchasing Entity and the

Contractor.

Force Majeure

Neither party hereto shall be considered in default in the performance of its obligations hereunder to the extent
that performance of any such obligations is prevented or delayed by acts of God, war, strike, riot, industry-wide
constraints, or other catastrophes beyond the reasonabie control of the party unless the act or occurrence could
have been reasonably foreseen and reasonable action cauld have been taken to prevent the delay or failure to
perform. A party defaulting under this provision must provide the other party reasonable written notice of the
default and take all necessary steps to bring about performance as soon as practicable.

Records and Audit

Per Minn. Stat. § 16C.05, Subd. 5, the books, records, documents, and accounting procedures and practices of
the Contractor and its employees, agents, or subcontractors relevant to the Minnesota transactions must be made
available and subject to examination by the contracting agency or its agents, the Legislative Auditor and/or the
State Auditor for a minimum of six years after the end of the Contract or transaction.

Unless otherwise required by other than Minnesota Purchasing Entity governing law, such records relevant to
other Purchasing Entity transactions shall be subject to examination by appropriate government authorities for a
period of three years from the date of acceptance of the Purchase Order.

Independent Contractor

The Contractor and its agents and employees are independent contractors and are not employees of the State of
Minnesota or of any participating entity. The Contractor has no authorization, express or implied to bind the Lead
State, NASPO, WSCA or any Participating Entity to any agreements, settlements, liability or understanding with
other third parties whatsoever, and agrees not to perform any acts as agent for the Lead State, NASPO, WSCA,
or Participating Entity, except as expressly set forth herein. The Contractor and its agents and employees shall
not accrue leave, retirement, insurance, bonding, use of state vehicles, or any other benefits afforded to
employees of the Lead State or Participating Entity as a result of this Agreement.
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