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Memorandum

To: Senator Co-Chair Gilbert Baker B - 4

Representative Co-Chair Kathy Webb
Joint Budget Committee

From: Jane T. Benton, Director A
Date: January 31, 2011
Subject: Alternative Fuel Vehicle Report ACA 19-11-217 (2) (A)

This report is provided in accordance with Ark. Code Ann. §19-11-217(2){A) which requires that the
Office of State Procurement develop and implement a plan for all state agencies acquiring vehicles that
will reduce the overall annual petroleum consumption of state agencies by at least ten percent (10%) by
January 1, 2009, through various measures. The statute requires OSP to report to the Arkansas
Legislative Council each January on the progress of the plan.

This report includes:
(a) The number and type of alternative fueled vehicles used by each state agency;
{Attachment A)
(b) The difference between the cost of the purchase, maintenance, and operation of alternative
fueled vehicles and comparable conventionally fueled motor vehicles (Attachment B)
{(c)  An evaluation of the plan's success; and
(d) Suggestions for modifying the plan;

The initial step taken by the Office of State Procurement was to create a State-wide contract for
alternative and hybrid vehicles, beginning with 2006 mode! vehicles. Each year since the inception of
this contract, it has been modified to increase and encompass the market available vehicles.

The increased usage of alternatively fueled vehicles is based on continued funding, emphasis on the
continued use of hybrid or alternative fueled vehicles, the availability of competitively priced vehicles
and alternative fuels, and the active participation of the State agencies. There remains a significant
price difference between hybrid and alternative fueled vehicles and conventionally fueled vehicles.
(Attachment B) As the market changes so that hybrid and alternative fueled vehicles increase in
availability and prices decrease, the margin between petroleum fueled vehicles and alternative fueled
vehicles should begin to equalize and become more attractive for the State to purchase and use.

Attachment B is a comparison of contract cost, average gas mileage, annual gas costs and savings,
reflecting both averages of $3.07 per gallon of gasoline. The hybrid fleet has not been in service long
enough to enable State agencies to report complete long term cost figures. Comparisons with
conventionally fueled motor vehicles is still several years in the future, however the Department of



Finance and Administration does have the necessary tools to collect, analyze and report cost
comparison figures and will do so as the hybrid fleet ages.

As of December 31, 2010, the State has 281 vehicles that fall into the alternative fueled category, an
8.4% decrease from December 2009. This figure includes those alternative or hybrid fueled vehicles
purchased from contracts developed and awarded by the AHTD. While the Statewide contract has
facilitated the purchase of hybrids or alternative fueled vehicles, the Office of State Procurement has an
updated three year plan to broaden the spectrum, while negotiating lower pricing alternatives. In
February, 2010 the Office of State Procurement sponsored a demonstration of two vehicles fueled by
propane, a Ford F250 and a school bus. Several agencies attended the demonstration and were able to
test drive the vehicles and learn more about the usage of propane. Discussions were held during 2010
with several state agencies about converting part of their fleet to propane. Federal Grant funds are
available on occasion to help defray costs of the conversion kits to change from a gasoline fueled vehicle
to a propane fueled vehicle.

Ark. Code Ann. § 15-13-205 required the Department of Finance & Administration to implement a policy
regarding the standard of biofuel usage, effective January 1, 2009. The policy states that when available
and economically feasible all State agencies are required to purchase diesel fuel that contains at least a
minimum of two percent (2%) biofuels by volume for all State diesel powered motor vehicles, light
trucks and equipment. The average cost for 2010 was $3.33 per gallon of diesel fuel. This policy works
in tangent with the requirement to purchase alternative vehicles to help achieve the 10% goal for the
annual reduction of petroleum consumption by State agencies.

The current percentage of alternative fuel vehicles in the state fleet is 3.2 percent. The purchase of
alternative fuel vehicles has kept abreast of what the market currently bears relating to the life cycle
cost of both vehicles. As the market matures where alternative fuel vehicles and alternative fuels
become more widely available in Arkansas, the State’s usage could possibly increase.

The Office of State Procurement, working with the Arkansas Office of Energy and the Arkansas
Department of Environmental Quality will continue to disseminate information to educate agency
personnel about alternative fuels, vehicles and their availability in Arkansas. Education of agency
personnel is the key to the success of the long term plan and attainment of the goal of reducing usage of
petroleum based fuel products for State vehicles and equipment.
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