o 2m3 Wednesday Section 6 8:30 - 10:0_0 a.m.

o Power Purchasing Techniques
i2icrgy

A Contracting Officer’s Guide
to Competitive Energy Acquisition
In Newly Restructured Markets

(A.K.A. — Making Sausage)
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o Commodity Programs Overview

— Coal
— Natural Gas

— Electricity

* SO0 you say you want to buy competitive electricity
— The “Basics”
— Toboldlygo. ..
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Consolidated DoD program established in 1963
Currently includes 13 DoD and 1 Fed Civ facility
FY 2002

— Total Award Value: $39,437

— Total Awarded Quantity: 714,770 tons

— 100% Small Business Awards
Program Highlights of 2002:
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* Program established in 1990
e Total Cost Avoidance 1990-2002: $264.6M
« FY 2002 Awards

— Total Award Value: $344.3M

— Total Awarded Quantity: 122M dths

— Cost Avoidance: $38.7 M

e FY 2003 Awards to date
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* Program established in 1996
e Total Cost Avoidance To Date: $36 Million

e FY 2002
— Total Award Value: $177 Million
— Total Awarded Quantity: 1,756,660,754 kwWh
— Total Cost Avoidance: $27 Million

* Program Highlights of FY2003 to date:
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 More Program Highlights of FY2003 to date

— First New York awards (4™ try, utility previously best value)
— New New Jersey awards (utility = best value for last two years)

— Two NJ contracts awarded using Locational Marginal Pricing
— Executed several PJM Curtailment Service Provider agreements
— 15t small businesses awards (Small Disadvantaged Businesses)*
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<=0=rgy competitive electricity

The Basics (101)
- CICA

 What is being purchased?
— Supply or Service (Utility Services/[FAR 41 = subset)
— Refrain: Why does it matter? Can’t “good minds’ differ?

e What FAR Pa 41, othe applicable? (Re




Azoag So you say you want to buy
r“'fJ 'gy Competltlve eleCt“Clty (continued)

To boldly go. ..
e Section 8093 of Public Law 100-202

o Trade Agreements Act and NAFTA

— DFAR 225.401 - Products subject to trade agreement acts.
Foreign end products subject to the Trade Agreements Act and
NAFTA are those in the following Federal supply groups (FSG). If a
product is not in one of the listed groups, the Trade Agreements Act

and NAFTA do not apply.




{\?2003 Now your_ready to engage that
=1=gy emerging market — NOT!

e 400 pound gorilla or 80 pound weakling?
— Ain’t aggregation grand?
» Big dogs, little dogs, and dead dogs
» Bundling versus Aggregation versus aggregation
» Cherry Picking?
— But I’'m the GOVERNMENT!
« Standard Commercial Practices




Unintended Consequences
—~337(X)3 Energy Program Interactions

Right Sizing/
Resources
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BRAC

Homeland Defense:
Infrastructure Protection

Heatmg Oil

Supply Assurance - On-Site Generation

,”, iz

Competitive Electricity

A\

Direct Supply Natural Gas

Utility Service Contracts

Housing Privatization ‘

Energy Saving
Performance Contracts

Y
%

Utility Infrastructure \
Privatization

l—_!
Renewables |
L

Alternative Fuels
Facility Fuel Cells

* Some of these are also used for facilities

Mobility Fuels/
Energy

provide electricity for facility use

///
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\\\ Hydrogen ?

Who knows?

What Else?

« Alternative technologies like fuel Cells and hydrogen
blur the distinction — a vehicle fuel cell could also

Partial List of Stakeholders:
» Taxpayers

» The Warfighter

» OSD

» Each Service

> OPM

> Intelligence Agencies
» Homeland Defense

» DOE

> EPA

> GSA

» Other Fed Civs

» FERC

» NERC

» State Regulators

> NARUC

» NAESB

> EEI

» AGA

» Consumer Advocates
»Army Corps of Engineers
(Huntsville)

» ACSIM

» AFCESA

» Navy EFDs

» ARMY IMA Organization
» DESC

» FEMP

> SPR

» Contractors

» Policy Writers

» Consultants

» “Enrons”

» Canada (NAFTA)

» Mexico (NAFTA)
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« FAR Part 12 is your friend - learn it, live it, love it
— Many “constraints” are self-imposed
— Buy what’s being sold
— Buy the way it is being bought
» Understand how sellers sell
* They will not change to sell the way Uncle Sam usually buys

« Know the market space even better




;‘Q’ZW3 LeSSOnS Learned (continued)
EHE 1)

* Place value on being a good business partner
— Act in good faith
— Protect the Government’s interest but
» Place long-term interest ahead of the short term
— Balance actions v.s. future ability to conduct business
— Pay your bills on time!
» For DESC, the benefits have exceeded costs




f/‘?zm3 LeSSO nS Learned (continued)
EHE 1)
Centrally managed program advantages
— Government benefits:
* Reduced costs — less duplication of effort
» Develop and maintain team of dedicated specialists
— Local COs can focus on core responsibilities
— Avoid risk of long learning curve for new entrants
— Market prefers “one face”
» Reduced transaction costs throughout contract life
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The Number ONE reason

/&Wj’ to use DESC (or similar)
51

contracting support to
procure competitive electricity

Up until today

you thought
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