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Procurement - Capital Procurements- Life Cycle Assessment

This bill requires that the Department of General Servic€&aS)Din collaboration with
the Department of Budget and Management (DBM), conduct a lifee @gsessment
(LCA) of every project in the State’s capital program. A Ifycle assessment is a
process that evaluates the effects that a product, service,uctustr has on the
environment over the entire period of its life.

Fiscal Summary

State Effect: General fund expenditures by DGS increase by $152,100 in FY 2010 for
three new positions to carry out LCAs required by the bill. @ait-gxpenditures reflect
annualization and inflation. No effect on revenues.

(in dollars) FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
Revenues $0 $0 $0 $0 $0
GF Expenditure 152,100 189,700 198,700 208,100 218,000
Net Effect ($152,100) ($189,700) ($198,700) ($208,100) ($218,000)

Note:() = decrease; GF = general funds; FF = federal funds; SF = special funds; - = indeterminate effect

Local Effect: None.

Small Business Effect: None.

Analysis

Current Law: The State’s capital program consists of all public improvemeijpegis
proposed by a unit of State government, except the Maryland Department

Transportation (MDOT).

of



During the preliminary design phase of the construction or renovaticanyfState
building, DGS must, in conjunction with the Maryland Energy Adminisira(MEA),
project life cycle costs and perform an energy consumption asallyghe building. The
projection of life cycle costs includes three components. Tisé dommponent is an
evaluation of:

the amount and type of glass used in the building and directions of exposure;
the effect of insulation;
the effect of the use of active and passive solar energy systems;

if wind or solar energy is used, the orientation and integratiaheobuilding with
respect to its site;

o the variable occupancy and operating conditions of the building and its parts.

The second component of the life cycle assessment includeseagy econsumption
analysis of each major piece of equipment used in the following building systems

the cooling system;

the heating system;

the hot water system;

the lighting system;

the ventilation system; and

any other major energy-using system.

The third component of the life cycle cost projection is a coniparanalysis of the
energy efficiency of alternative energy systems over the life of the tguildi

Chapter 427 of 2006 requires DGS and MEA to set energy performamciarsis to
reduce the average energy consumption in State buildings from 2005 Iéve statute
requires that energy consumption be reduced by 5% in 2009 and by 10% in 2010.

Background: The U.S. Environmental Protection Agency describes LCA as a tpehni
to assess the environmental aspects and potential impacisiadsd with a product,
process, or service. It consists of three steps:

° compiling an inventory of relevant energy and material inputs andosmvental
releases;

° evaluating the potential environmental impacts with identified inpntsreleases;
and
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° interpreting the results to make an informed decision.

Often described as a “cradle-to-grave” assessment, LCA assmhe cumulative
environmental effect of a product often not considered in traditemallyses. It includes
an examination of the environmental impact of raw material atiguismanufacturing,
maintenance, and waste management (disposal and dismantling).

In the early 1990s, LCA was denounced by 11 state Attorneys &emecause of
marketing abuses by companies seeking to exploit it to sell gsodiditie development

of a standardized LCA methodology by the International Standardsni@agan,
combined with the Life Cycle Initiative launched by the Unitéations Environment
Program and the Society of Environmental Toxicology and Chemistry in 2002 have given
LCA renewed attention and legitimacy. However, controversyamsn as LCA
methodology can still vary due to the complexity of different emrimental systems.

The interpretation of LCA results still remains highly subjextias the results can often
identify tradeoffs without providing a clear choice among them.

In December 2008, DGS signed an energy performance contract wittoddbostrols
designed to reduce utility costs in State buildings by 19.3%. cbéract includes
lighting retrofits, water conservation retrofits, heating and cooliygjesn upgrades,
digital controls, and facility maintenance services.

The State’s fiscal 201Gapital Improvement Program (CIP) includes the construction or
renovation of 52 State-owned buildings that have not yet received construction funding.

State Fiscal Effect: The life cycle cost projections currently conducted by DGS
engineers focus on the costs of operating and maintaining building systedns
components (for example, heating and cooling systems or roofs). Altlsaygficant,
this is a substantially narrower focus than LCAs requirechbybill, which examine the
environmental impact of every material or piece of equipment ¢glogs into the
construction or renovation of a building, including the impact of extrgeaw materials
for its construction and disposal.

DGS engineers lack the training or expertise to carry out L&A=sequired by this bill.
DBM estimates the cost of outsourcing LCAs to be approximately $100,000 pe
assessment. Assuming that the State’s CIP contains abouvfy nenovated buildings
each year, the total cost may be as high as $5.0 million to outsource LCAs. Aédynat
DGS may be able to carry out the bill's requirements withethmew positions: a
program administrator, an engineer trained to carry out L@Ad, one administrative
support position. If additional staff are necessary to meatehend for LCAs on State
capital projects, they can be requested through the annual budget process.
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Therefore, general fund expenditures by DGS increase by $152,1i68ah2010, which
accounts for the bill's October 1, 2009 effective date. This edtinedliects the cost of
hiring three full-time equivalent positions to carry out LCAs onnallv capital projects
included in the annual CIP. It includes salaries, fringe benefitstimeestart-up costs,
and ongoing operating expenses.

Positions 3
Salaries and Fringe Benefits $130,210
Start-up Costs 12,270
OngoingOperating Expenses _ 9,623
Total FY 2010 State Expenditures $152,103

Future year expenditures reflect full salaries with 4.4% anmgatases, 3% employee
turnover, and 1% annual increases in ongoing operating expenses.

The complexity and breadth of LCAs may cause delays in D@&oval of future
capital improvement projects, which can lead to cost overrungislagve Services
cannot reliably estimate the extent of these delays or theanipalt effect on project
costs.

Additional Information
Prior Introductions. None.
CrossFile: None.
Information Source(s): U.S. Environmental Protection Agency, Society of
Environmental Toxicology and Chemistry, Board of Public Works, Depant of
Budget and Management, Department of General Services, MarylandtrDepaof

Transportation, University System of Maryland, Department of Legis|&&reices

Fiscal Note History:  First Reader - March 10, 2009
ncs/rhh

Analysis by: Michael C. Rubenstein Direct Inquiries to:
(410) 946-5510
(301) 970-5510
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