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Collecting and Analyzing
Your Energy Information:
Should You Outsource?
Or Handle In-house?

Ms. Betsy Perkins Hill
Managing Director
Product and Seruicc» Market ing
lllinor« Ent!l'gy Partners

Deregulat ion of the electric ut ility ind us try is cha ngi ng the wa y
companies bu y and use energy.

In yes terday's wo rld, your costs of electrici ty were based on how
m uch yo u used, when yo u used it, and wh at your local ut ility decided to
charge yo u. Tomorrow, success wi ll be yours if you have a sy stem in
place for tracking and managin g yo ur facilities' energy consumption to
allow you to ge t the best deal from a compe titive utility bu sin ess.

Wha t can you do now to prepare for the future? Plen ty, as it tu rn s

out.
You can star t tod ay- even if deregulat ion has not hit your area-by

researching your options and reso urces. Your goa l is to be able to in ter ­
pret and organize your ene rgy use, so you can keep on top of billing
err ors, negotia te con trac ts that serve your company, and focus energy
con serva tion efforts. Even before deregulation , yo u' ll save money.

According to an article In Supermarket News, reta ilers alone are ex­
pe cted to save approximately $14 mill ion to $20 million in operating
cos ts in electricity deregula tion if done righ t. Ian Taylor, energy man ager
for ]. Sainsb ury, a Lond on-b ased retai ler, says that gearing up for de ­
regulation and energy utility plann ing sho uld be a top p riority for man­
agement.

"Com pan ies sho u ld assemble energ y m anagement team s th at
main tain commun ications wi th their ut ility's p rovider or partner wi th a
company ded icated to energy managem ent," said Taylor.
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ENERGY INFORM ATION SERVICES

In an open market, knowled ge is pow er. You won 't be able to nego­
tiate a be tter ra te if you don 't know what yo ur facilit ies cons ume now or
when you r usage peaks. It is crucial to asse mble and review yo ur ene rgy
data and un derstand what it all mean s before yo u even think of send ing
ou t a Requ est for Prop osal (RFPJ to potential util ity companies.

The first step for most facility managers is to find tools that can "x­
ray" their ene rgy usage to uncover h idd en sav ings. These tools, known
as Ene rgy Informati on Services (EIS), can help yo u con tro l con sumption
and improve ope rations . What's more, these services give yo u the means
to develop a lon g-term ene rgy stra tegy that translates in to real sav ings.

When se lecting an ene rgy information service program, yo u 'll need
to consider the size and / or number of your facilities , yo ur internal re­
so urces, and who will need access to cost and consumption data. If yo u
man ,lge large, ind us trial facilities or multiple comme rcial or ind us trial
sites , yo u migh t want to outso urce yo ur utility man agem ent fun ction
complete ly. Or, if yo u have plent y of internal resources, using a spec ial
sof tware program in house may be yo ur best bet. It all dep ends on yo ur
opera tion, its specific need s, and how mu ch control yo u want to main­
tain.

Regardless of what route you take, yo u'll get a bett er handle on
your ene rgy use in both the present and future.

OUTSOURCING ENERGY IN FORMATION SERVICES

Outsourcing utility mana gement can be both conve nient and effec­
tive. Whi le new to the United States, the "service bureau " mod el of en­
ergy man agem ent has a proven track record in the United Kingd om .

In the 1980s, U.K.-based EnTech, a leading energy information ser­
vices provider. de veloped a (utility management ) program called "Util­
ity Serv ice Bureau" that literally take s over all asp ects of handling a
company's energy bills, recovering sav ings hidden in invoice erro rs, tar­
iffs, and revea ling inefficient usage. In addition, the se rvice give s manag­
ers advice on how to cu t their energy cos ts and sho ws them how to make
smarter purchasi ng decisions.

"O ur business is selling . It's not bu yin g or payin g for electricity,"
sa id John Wha tley , ene rgy man ager for Marks & Spencer, a U.K.-based
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retail chain that has used EnTech 's Utility Service Bureau for many
years. "Electricity and utility bills are notoriously complicated. Before we
had a sys tem like this, stores would pay their own bills and would be
signing off on bills which they didn 't understand. Quite often there we re
errors in bills that were simply overlooked."

"We spend roughly about £30 million annually ($45 million) in en­
ergy costs, or about 5 percent of our overall profits. Anything we can
save on energ y management goes straight to our bottom line," said
Whatley. "Outsourcing has eliminated this problem and continually pro­
duces close to a quarter of a million dollars a year in savings for us."

Some of the key serv ices provided by an outsourced energ y infor­
mation provider include:

• The management and operation of a sophisticated computer sys tem
that stores historic utilit y consumption and cost information and
relevant facility data for each property (e.g., size of premises, typ e
of use, opera ting hours, occupancy schedules and producti on
units).

• Utility invoic e checking service to ensure that all invoices are cor­
rect and, if not, to resolve errors directly with the utility.

• The detailed analysis of all utility consumption and costs in useful
reports that give an overview of an end user 's performance as well
as highlight individual sites where consumption appears to be ex­
cessive.

• Utilit y rat e analysis to guarantee that each utility supply is on the
mo st appropriate tariff and help facility managers negotiate their
own contract rate s.

• Customer liaison toll-free phone numbers to handle qu estions.

In short, a total energy management service reduces administrative
time, improves energ y management, and cuts annual utility costs . The
savings gen erated can range from two to five times the costs of the ser­
vice itself.
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HO W CAN OUTSOU RCING ENE RGY INFORMATI ON
H ELP YOU PREP ARE FOR DEREGULATION ?

Ge tting a han dle on a compan y' s energy in forma tion can help a t
an y time, but the big payoff comes when you p repar e for der egulation.

Der egulati on in the U.K. rev ealed that the biggest ch all en ge for
ener gy m an ager s is underst anding th e changes, co mi ng up with th e
right strate gy, and ge tting the correc t informa tion. Th e co mp lexities of
sw itch ing fro m a mon op oly market to competition often causes culture
shock for end -use rs and utilities.

"The biggest problem ha s been billing, which has been a real ni ght­
m are." sa id Richard Hemmings, energy m an ager for Safeway. one of th e
la rgest grocery chains in the UK. "The com pany used to have a sim p le
met ering sy stem , Th ere was one meter in eve ry store and the facil it y
man agers m ust rea d the meter once a day. No w utility meter s have been
replaced with elec troni c meter s, w hich are rev iewed every half hour.
Thi s resulted in wrong ra tes bein g app lied and lot s of confusion."

Fo r Safeway, ou tso urcing elim ina ted the hassles of keep ing all the
co m pany's dat a organ ized and acc ura te. Plus, becau se of the con stant
m on itor ing, the correc t ra tes a re no w applied .

" We've been able to recoup ove rages and bill ing erro rs w hic h ha ve
added sign ifiC<l n tly to ou r company 's bottom line," said Hemmings. " Bu t
we proba b ly cou ld have reco uped mor e if our da ta we re orga nize d an d
accura te before deregula tion happen ed ."

A Helping Hand

When you choose an ou tsourc ed ene rg y informati on se rvice, yo u' re
betting on technology an d people. A major part of the se rvice in volves
da ta processing, using soph istica ted software, with a powerful database.
Yet the rea l key to succe ss is the es tablishmen t of a lon g-t erm working
partner ship between the end user and the energy inf ormation p ro vider.
When looking for an energy informa tion provid er you ' ll want:

• A prov ider with an ongoing co mm itmen t to devel op ing the tech­
nology to suppor t yo ur informati on need s.

• Utility da ta processors who have a un ique under standing of utility
inv oices.
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Utility analysts who are expe rienced in iden tifying an omalies 111

consumption trends.

Cu stom er service staff who will an swer qu estion s about rep orts,
handle da y-to-d ay utility qu estions and run add itiona l repo rts a t
your request.

Utility purcha sing and rate analysis expe rts wh o under stand utility
pri cing structures.

Ideall y the serv ice will be flexible enou gh to wo rk within yo ur ex­
isting man agement structure and provide information in a format yo u
want so you can reduce utility consumption and cos ts.

Energy Billing Analysis + Consumption Reports = Savings
The number one misconception among man agers is believing th at

the charges invoice must be accurate. Most peopl e think that since a bill
is gen erated by a computer it must be correct. The truth is that utility
invoices are full of errors.

Automating billing analysis can allo w you to aud it e\ 'ery invoice,
thereby pinpointing those easy savings as well as streamlini ng the pro­
cess to help you avoid late payment charges.

If problems exist within your facility a monthly analysis also can
point out where the trouble is and offer easy solutions. The "x-rays" help
analyze and verify sav ings possibly by inv esting in new equipmen t op­
erational changes and tariff charges.

Regular reports will show you how to make sma rter purchases and
give yo u the compe titive edge in negotiating low er rates-buying ex­
actl y wh at you use and usin g exactly what yo u bu y,

You probably will be approached by electricity or gas suppliers as
competitive markets develop. Before partnering with any provider , yo u
should know ho w all aspects of pri cing and terms will affect YOllr cos ts,
given YO llr serv ice requirements.

Ian Taylor was approached by several energy pro vid ers that of­
fered a guaran teed savings upfront. But the hook wa s that Sain sbury
would have to split the savings with the management service.

"Some service companies were say ing , "We'll sav e you $1 million
on your ene rgy costs.": sa id Taylor. "But wha t they meant was, 'We'll
save yo u $1 million, but we' ll take half of that for our fees.' To us, that
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rea lly isn 't much of a dea l." With EnTech 's Service Bureau , Sainsbury is
ab le to specify wha t type of savings it wan ts to see each year for the
se rv ices it wa n ts.

CONSIDER IN-HOUSE SOFTWARE PROGRAMS­
ENERGY IN FORMATION, PLUS

If yo u prefe r to con d uct yo ur organiza tion 's ut ilit y m an agement
fun ctions int ernally, sof tware acco un ting pa ckages can help . These p ro­
grams let you track and ben chmark vi tal resources and serv ice-s-wa ter ,
sewer, recy cling, waste, natural gas and electr icity-and uncover hid den
cos t-cu tting opportuni ties.

Some programs are even powerful eno ug h to han d le multip le sites
served by di fferent ut ility com panies and deliv er infor mati on you need
for budgeting, forecasting, and cos t-cu tting. Software acco un ting pack­
age s suppor t man y of the same func tions as an outsourced energy ma n­
agernen t sen'ice, but all duties are handl ed wi thin yo ur organiza tion.

In-hou se sof tware is useful in ide n tifying areas for per formance
im p rovemen t as we ll. And, the in form ati on can be a val uable tool in
help ing yo u nego tia te curre n t or future ra tes.

Ene rgy managem en t sof twa re p rogr ams allow you to:

• Cap ture and compare cos ts of electricity, natural gas, p rop an e, oil,
steam , wa ter, sewer, garbage, and storm water.

• Track recycling of paper, glass, plas tic, and met al. Audit bi lls to
iden tify d iscrepancies an d potential pro blem areas .

• Crea te foreca s ts, budge ts, and track performance .

• Compare mul tiple facilities on com mo n par am eters to allow facility
managers to determine cos ts per sq uare foot , per employee, pe r
"widget," or agains t reven ues.

• Track savings crea ted by im p roved prac tices and energy sa vin g
eq uipment.

• Agg regate usage across m ulti ple si tes to be ready for deregula tion.



Mos t companies look for so ftwa re program s that are easy to use
(allow ing da ta en try clerks to handle informati on in put) and that inter­
face w ith an acco un ts payabl e sys tem to avoid multiple entry of billin g
in form ati on . Technical support and cus tome r service provid ed by the
sof tware vender can also make or break the success of yo ur util ity man­
ageme n t program.

This route w ill help yo u crea te yo ur own "energy cen ter " and show
yo u th e bes t d eal s when it co mes time to sho p a round . As w it h
out sourcing, choosing the righ t partner can make the d ifference be tween
a durab le and effective energy man agem ent p rogram an d an expensive,
underu tilized progra m.

T iming Is Ever ything
In th e press of issues in a fac ility manager's day, the need fo r

en ergy information may not seem urgent, especially in th e calm before
th e s torm of deregulation. But for most managers, the climate is chang­
in g quickly. The sooner you prepare, the better off you' ll be . By doing
yo ur homework and marshaling your resources no w, you' ll en jo y shel­
ter in th e storm.
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