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Energy deals cut costs
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Market go-between captures hidden value

Thecostofgeneratingrenewableenergyisfalling,
butforendusersthe benefitsoftenremainoutof
reach.

Theproblemisthatthe prices paid byusersdon't
necessarily reflect thefallinthe cost of producing
thatelectricity.

That'swhererenewableenergy offtake
agreements-wherebusinesses contractdirectly
withrenewableenergygenerators-canhelp.

StaceyVacher, managingdirectorofEdge
EnergyServices, says: “Theopportunity withthe
renewable offtakeagreementsisvery muchabout
tryingtolinkthe priceofenergy moretothecostof
generation,asopposed towherethetraded, visible
liquid forward marketmaybe.”

Priceschargedbyelectricity retailersare

traditionallylinked pricessetinthe forward market.

"“Prettymucheveryretailer,and plenty of
generatorsaswell, areoff diversifyingand taking
advantageofrenewable projectsand thereducing
costofrenewableproducts,”shesays.

"Butthey'restill pricingtotheretail customersat
theforwardcurve.”

Thathascreatedanopportunity forEdge Energy
Services, which putstogetherandimplements
energysolutionsforitsclients.

Theaimistorescuethecostsavingnowbeing
capturedbytheenergygeneratorsandretailers
andtodeliverittothecustomers.

“Theretailersweren't prepared to passthrough
that benefit,sowe'reout there proactively seeking
it.”

Therearebenefitstobe passed onevenfromthe
oldbase-load generators, whichstillenjoy prices
comfortablyabovetheir productioncosts.

“They'reaggressively goingtocustomersand
tryingtocutdealsbehind thescenesas
well,” Vachersays.

Momentumisbuilding for big
commercialandindustrial
energyuserstosignupfor
energyofftakeagreements.

“Ifeelthat nextyearwe'll
seealotmorecorporate
offtakeagreements.
They'vedonetheir
homework, they'vetaken
18 monthsortwoyearsto
getthere,andthey're
reallywillingnowtostart
committing,” Vachersays.

Notlongago,
procurementdealswere
typically between the customer
andtheenergyretailer, butthey
arebecoming moreflexible.

“Withincreasingvolatilityand
increasingprices, it'sabout tryingtoget more
control backintothe handsof thecustomer,
makingsuretheretailerisexhaustingevery
opportunityinthemarketanddeliveringall the
valuebacktotheconsumer,”Vachersays.

"We'vebeenabletodothatbyinvolving
wholesale counter-partiesaswell.”

Whilethetraditionalarrangements mighthave
lockedinapricewithasingleenergyretailer,Edge
negotiatesdirectly with third partiesaswell.

ltcanarrangedelivery-andbilling-throughthe
retaileritself,aprocessknownas"sleeving".

“Thenifwe
outperformwhat
theretailer'sputting

onthetable,ifwe
ensuretheflexibility's
inthetermsand
conditionsfromthe
outset-whichisourjob,
that'swhatwe'retheretodo
-ultimatelywe canfeed those
wholesaledealsthroughthe
retailer,” Vachersays.
“Ifitdeliversmorevaluethanthey'vebeenableto
procure, thenwe'llsleeveit.”
Thekeyismakingsureelectricitysale
agreements have thatflexibility builtinfromthe
start.
Evenso,therearesomehurdlestobecleared.
Oneiswhat'sknownas"“shaperisk”.
That'stheriskthatthe flowofenergy fromthe
renewable project-itsgeneration profile-isnotthe
sameastheprofileofenergyabusiness needs.
Edge’'ssenior portfoliomanagerand market
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Edge Energy Services puts together and implements energy solutions for its clients.
Inset: Stacey Vacher. PHOTO: TYLER ALBERTI

It's about trying to get
more control back into

the hands of the customer
Stacey Vacher, managing director
of Edge Energy Services

analyst, ThomasDargue, callsthesolutiona
“firmingproduct”-aprocurementagreementthat
“firms" supply by workingaround the potential
mismatch.

“It'smoreafinancialissuethanasecurity of
supplyissue, because most of our customerswould
stillbeconnectedtothegrid,” Darguesays.

"Soevenifthegeneratorsthatthey'dhadan
offtakeagreementwitharenot producing, they
wouldactuallygetthebalanceof theirenergy
consumptionfromthegrid.”

Thatdoes not necessarilymeanfallingbackon
traditional base-load generation.
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Userscantakeadvantageofthenatural
diversificationfrommanyrenewablesgenerators
feedingintothegridatthesametime.

Anotherhurdleforbigenergy usersishowto
integratetheir procurement processintotheir
corporatestructuresinavolatilemarket
dominated by derivative products, regulatory
uncertaintyand complex, rapidlyevolving
technology.

Darguesaysbusinessesareawarethishastobe
activelymanaged, buthave notworked outhowto
locateitwithintheirsystemsand howtoresourceit.

“Thebusiness'sfirstresponseistotryandjamit
intoexisting processes,andlthink they'renow
going 'no, actually, we need moreinformationto
makethesesortsof decisions'.”

Vachersinglesoutarenewed carbonpricing
schemeasakeyrisk, pointing toenergy userswho
werehurtbecausetheyfailed tobuilditintotheir
agreementsthefirsttimearound.

By contrast, shesays, Edgewere “proactivewith
carbonwhenitcameinthefirsttimeandsaved
customerstensof millionsof dollars”.
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