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On June 15, 2007 the
State passed a
aimed at managing and reducing utility

law

usage across Texas. Texas House Bill 3693
requires publicly funded organizations,
governments, schools and political enti-
ties to undertake several steps beginning
September 1, 2007, to benchmark all elec-
tricity, natural gas, and water usage and
costs. Entities that spend over $200,000
per year on electricity must submit a plan
to reduce consumption by 5 percent per
year for six years. In addition, these en-
tities must post their energy usage and
costs on a public website annually.

Who is Affected?

Is your facility subject to the new law? Al-
though the rules and regulations are cur-
rently being written, it appears that any
entity receiving state funds in Texas must
comply with this law. It would be prudent
to research how this law may apply to
your facility if it receives public funding
for research or other services. Regardless
of whether the law applies to your facil-
ity, energy efficiency makes good business
sense, as the net cost savings from con-
servation and operational efficiency mea-
sures could be considerable.

Benchmarking
Effective utilities management begins
with benchmarking all the usage and
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costs of electricity, natural gas, water and
sewerage. Optimally, benchmarks are
constructed from 36 to 48 months of each
commodity’s bills per meter, along with
square footage and production metrics for
applicable buildings and equipment. His-
torical bills must first be audited for ac-
curacy and then keyed in and uploaded to
an appropriate database for analysis and
aggregation.

Once in this format, it becomes easy to
provide internet-ready reports and to
quantify the annual target reductions.
Comparative analysis will highlight those
facilities which could most benefit from
efficiency upgrades.

These steps not only provide the founda-
tion to comply with the law’s requirements,
but also to evaluate and prioritize usage
reduction projects. By next applying risk
analytics to historical usage and unit cost
variations, a true prioritization of projects
is yielded rather than assumptions based
on static usage and cost predictions. Fol-
lowing the risk analytics phase, much
more accurate measures of performance
are possible by using weather-normalized
historical data. These processes enable a
much more efficient allocation of capital
and resources to the projects that make
the most sense.

Benchmarking also improves efficiencies
in procurement contracts, budgeting and
price risk management. Drawing upon a
deeper history of historical data allows
for the simulation of a probable range of
future usage outcomes rather than the
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static forecast based on usage over the
past twelve months. Simulation provides
a value at risk approach to setting budgets
and procurement quantities, and to estab-
lishing price risk management programs.
These practices can produce considerable
cost savings and more realistic and accu-
rate budgets.

Finally, proper access to demand and
usage data can enable participation in
demand response initiatives. Generally
speaking, these involve entering special
contracts for certain types of applications
and meters that may be shut off during
periods of peak demand. Participating us-
ers would actually be paid for shedding
such load in these periods, as this offsets
the need for new peak generation capac-
ity. Although the application must have
adequate back-up power capabilities or be
able to go without power for a time, such
contract revenues could be quite attrac-
tive. The Electric Reliability Council of
Texas market appears likely to implement
at least some form of demand response
within the next couple of years.

In conclusion, HB 3693 will mandate
important benchmarking and reduction
requirements on publicly funded entities
starting September 1, 2007. Although the
rules are still fluid, this new law will affect
all government entities and perhaps even
private entities that receive at least some
public funding for services or research.
Nevertheless, it makes good business
sense to begin the benchmarking and
conservation processes now. v
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