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Market go-between captures hidden value

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

Thecostofgeneratingrenewableenergyisfalling,
butforendusersthebenefitsoftenremainoutof
reach.

Theproblemisthatthepricespaidbyusersdon’t
necessarilyreflectthefallinthecostofproducing
thatelectricity.

That’swhererenewableenergyofftake
agreements-wherebusinessescontractdirectly
withrenewableenergygenerators-canhelp.

StaceyVacher,managingdirectorofEdge
EnergyServices,says:‘‘Theopportunitywiththe
renewableofftakeagreementsisverymuchabout
tryingtolinkthepriceofenergymoretothecostof
generation,asopposedtowherethetraded,visible
liquidforwardmarketmaybe.’’

Priceschargedbyelectricityretailersare
traditionallylinkedpricessetintheforwardmarket.

‘‘Prettymucheveryretailer,andplentyof
generatorsaswell,areoffdiversifyingandtaking
advantageofrenewableprojectsandthereducing
costofrenewableproducts,’’shesays.

‘‘Butthey’restillpricingtotheretailcustomersat
theforwardcurve.’’

ThathascreatedanopportunityforEdgeEnergy
Services,whichputstogetherandimplements
energysolutionsforitsclients.

Theaimistorescuethecostsavingnowbeing
capturedbytheenergygeneratorsandretailers
andtodeliverittothecustomers.

‘‘Theretailersweren’tpreparedtopassthrough
thatbenefit,sowe’reoutthereproactivelyseeking
it.’’

Therearebenefitstobepassedonevenfromthe
oldbase-loadgenerators,whichstillenjoyprices
comfortablyabovetheirproductioncosts.

‘‘They’reaggressivelygoingtocustomersand
tryingtocutdealsbehindthescenesas
well,’’Vachersays.

Momentumisbuildingforbig
commercialandindustrial
energyuserstosignupfor
energyofftakeagreements.

‘‘Ifeelthatnextyearwe’ll
seealotmorecorporate
offtakeagreements.
They’vedonetheir
homework,they’vetaken
18monthsortwoyearsto
getthere,andthey’re
reallywillingnowtostart
committing,’’Vachersays.

Notlongago,
procurementdealswere
typicallybetweenthecustomer
andtheenergyretailer,butthey
arebecomingmoreflexible.

‘‘Withincreasingvolatilityand
increasingprices,it’sabouttryingtogetmore
controlbackintothehandsofthecustomer,
makingsuretheretailerisexhaustingevery
opportunityinthemarketanddeliveringallthe
valuebacktotheconsumer,’’Vachersays.

‘‘We’vebeenabletodothatbyinvolving
wholesalecounter-partiesaswell.’’

Whilethetraditionalarrangementsmighthave
lockedinapricewithasingleenergyretailer,Edge
negotiatesdirectlywiththirdpartiesaswell.

Itcanarrangedelivery-andbilling-throughthe
retaileritself,aprocessknownas‘‘sleeving’’.

‘‘Thenifwe
outperformwhat
theretailer’sputting
onthetable,ifwe

ensuretheflexibility’s
inthetermsand

conditionsfromthe
outset-whichisourjob,

that’swhatwe’retheretodo
-ultimatelywecanfeedthose

wholesaledealsthroughthe
retailer,’’Vachersays.

‘‘Ifitdeliversmorevaluethanthey’vebeenableto
procure,thenwe’llsleeveit.’’

Thekeyismakingsureelectricitysale
agreementshavethatflexibilitybuiltinfromthe
start.

Evenso,therearesomehurdlestobecleared.
Oneiswhat’sknownas‘‘shaperisk’’.
That’stheriskthattheflowofenergyfromthe

renewableproject-itsgenerationprofile-isnotthe
sameastheprofileofenergyabusinessneeds.

Edge’sseniorportfoliomanagerandmarket

analyst,ThomasDargue,callsthesolutiona
‘‘firmingproduct’’-aprocurementagreementthat
‘‘firms’’supplybyworkingaroundthepotential
mismatch.

‘‘It’smoreafinancialissuethanasecurityof
supplyissue,becausemostofourcustomerswould
stillbeconnectedtothegrid,’’Darguesays.

‘‘Soevenifthegeneratorsthatthey’dhadan
offtakeagreementwitharenotproducing,they
wouldactuallygetthebalanceoftheirenergy
consumptionfromthegrid.’’

Thatdoesnotnecessarilymeanfallingbackon
traditionalbase-loadgeneration.

Userscantakeadvantageofthenatural
diversificationfrommanyrenewablesgenerators
feedingintothegridatthesametime.

Anotherhurdleforbigenergyusersishowto
integratetheirprocurementprocessintotheir
corporatestructuresinavolatilemarket
dominatedbyderivativeproducts,regulatory
uncertaintyandcomplex,rapidlyevolving
technology.

Darguesaysbusinessesareawarethishastobe
activelymanaged,buthavenotworkedouthowto
locateitwithintheirsystemsandhowtoresourceit.

‘‘Thebusiness’sfirstresponseistotryandjamit
intoexistingprocesses,andIthinkthey’renow
going‘no,actually,weneedmoreinformationto
makethesesortsofdecisions’.’’

Vachersinglesoutarenewedcarbonpricing
schemeasakeyrisk,pointingtoenergyuserswho
werehurtbecausetheyfailedtobuilditintotheir
agreementsthefirsttimearound.

Bycontrast,shesays,Edgewere‘‘proactivewith
carbonwhenitcameinthefirsttimeandsaved
customerstensofmillionsofdollars’’.

Energy deals cut costs
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