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Why are we here?

The energy markets have fundamentally changed:

Stability

Volatility
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1. The impact of energy on your business

2. De-mystifying energy - a simple calculation

3. Understanding the energy markets

4. How to navigate energy with your suppliers

5. Buying energy for your own business

We’ll weave in 2 mini case studies

Agenda



Value

The value we’re aiming to generate during this session is:

➢ Minimise Energy Inflation

➢ Much better forecasting

➢ Buyer confidence – better armed to tackle energy

➢ Less stressful



Approach to this session

• Disclaimer

• We don’t need to be out and out energy experts

• Welcome your insights, ideas and thoughts



1 - The impact on your business



The impact – typical factors

The impact of energy on your business is likely to be based on a 

number of factors such as:

Nature of 

product 

or service

Approach of 

your suppliers

% energy is of 

total cost

Split of gas 

vs electricity

How well the 

energy has been 

bought

Country of 

production

Ethics of the 

other party

Amount of self 

generation

Supply vs 

demand power



The impact - examples

The impact will be very different for different businesses:



Key Cost Elements

Understand the impact energy has on the total cost:

COGS O/H, Sales/Marketing & Distribution

DDP Price

COGS

14%



GBP 

600/T

GBP 

2,000/T

GBP 

7,000/T

GBP 

30,000/T

14% 8% 3% 0.5%

Types of product



How well your supplier has bought

Spot

Actual

Companies might well have bought well below the market by 

hedging and being opportunistic in the day/month ahead markets:



2 - The energy calculation



If at all possible don’t estimate 

using a percentage of the total 

price!



De-mystifying Energy

On the one hand the energy markets are complex

…on the other, thinking about it from a home perspective helps

1 therm = 29.31 kWh



Energy Calculation

The cost for energy is relatively simple:

GBP/T = 

[kWh gas used] X [Price per kWh]

+

[kWh electricity used] X [Price per kWh]

Output pa (tons)

1 therm of gas = 29.3 kWh



• The energy calculation

• Finding energy usage & price

• Finding total production (tons)

• Comparing years



Energy Calculation - Cereal

Let’s now do the calculation:

GBP/T = 

[kWh gas used] X [Price per kWh]

+

[kWh electricity used] X [Price per kWh]

Output pa (tons)

1 therm of gas = 29.3 kWh



Finding the information

Companies House and annual reports are a really good place to look:

1MWh = 1,000kWh



Energy

We can slot in the consumption and the finished 

goods production:

GBP/T = 

[114,000,000 kWh gas] X [Price per kWh]

+

[96,000,000 kWh electricity] X [Price per kWh]

194,000T



Where do we get the price from?



Options:

➢ The other party is good enough to tell you

➢ You have to search for it

➢ They don’t tell you. You have to estimate it

Getting the price



Price per kWh

Use a recognised data source:

UK Department of Energy and Climate Change (BEIS)
https://www.nationalarchives.gov.uk/doc/open-government-licence/version/3/

2p/kWh

4p/kWh

17p/kWh

10p/kWh

Gas

Electricity



How to get the price per kWh - estimate

You might have to make some sort of an estimate:

Spot

Actual?

Power prices vary from country to country



Crib Sheet

It’s very easy to get lost in the numbers of gas and electricity. Here’s a little crib sheet:

Price Status
Situation

Timing
Electricity (per/kWh) Gas (per Therm) Gas (per kWh)

>> Currency
GBP 

pence

EUR 

cents

USD* 

Cents

GBP 

pence

EUR 

cents

USD* 

Cents

GBP 

pence

EUR 

cents

USD* 

Cents

Super 

Expensive

Sept 22

NS1 Shut
30 - 87 35 - 100 39 - 113 500 - 790 435 - 685 650 - 1030 17 - 27 20 - 31 22 - 35

Very 

Expensive

Feb 22

Russian 

Invasion**

17 - 23 20 - 26 22 - 30 205 - 235 235 – 270 265 - 525 9 - 18 10 - 20 12 - 23

Increasingly

Expensive

Sept –

Dec 21
14 - 16 16 - 18 18 - 21 115 - 175 130 – 200 150 – 230 4 - 8 4.5 - 9 5 – 10

Cheaper

(Datum)

2019-2020

Post 

Brexit

12 14 16 75 - 115 85 – 130 100 – 150 2.5 - 4 3 – 4.5 3 – 5

Super 

Cheap

2014-2018

Pre Brexit
9 10 12 45 - 75 50 - 85 60 - 100 1.5 – 2.5 1.7 - 3 2 - 3

*Currency set at GBP for all time period at GBP to USD 1.3, GBP to EUR 1.15. In reality lots of currency fluctuation

1 Therm of gas – 29.3 kWh

**Russian invasion – short peak



Energy

We can now slot in the unit price:

GBP/T = 

[114,000,000 kWh gas] X [6p per kWh]

+

[96,000,000 kWh electricity] X [17p per kWh]

194,000T

1 therm of gas = 29.3 kWh



Final calculation

The calculation comes out as follows:



2022 vs 2023 Comparison

Let’s now compare 2022 vs 2023:



Final calculation

To contrast and compare other foods:

Energy intensity >> High Medium Low

Year GBP/T

2020 95 75 20

2021 120 95 25

2022 150 120 35

2023 270 215 60



3 – Understanding the energy 

markets



Energy - Macro European Picture
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Power Grid Mix - Europe

Energy Usage - Europe

• Each Country has its own 

distinct mix of energy 

sources

• …but inter-connected 

markets

• Renewables are growing

• Gas key back up for 

renewables

• Nuclear divisive & long lead 

time to install

• Weather impact on supply 

(wind, sun, water for cooling 

nuclear)

• Demand (eg mild winters)



The situation

Coming back to the graph we looked at earlier….

Stability

Volatility



Gas – Last 2 years

Key dynamics over the last 2 years:

Coming out of Covid

1

2

Colder weather

Christmas peak

3

Russian invades 

Ukraine

Hot summer

LNG stock build

Nord Stream 

shut

4

Very mild winter

Getting Cold

Little Wind

Power prices vary from country to country



Electricity – last 2 years

And there’s a pretty strong correlation between gas and electricity 

with some of its own specific dynamics:

Hot weather

High demand

Issues French Nuclear

EU Hydro

Power prices vary from country to country



Gas – Historical View

The volatility of the last 12 months gives a sense of the future:

Spot

+ 12 months
+ 3 months

850p/therm = 29p/kWh

110p/therm = 4p/kWh

330p/therm = 11.4p/kWh



Gas Outlook – Projected Balance Sheet EU including UK

There are a number of major factors that could play out:

October 

position

Norway

Netherlands

Italy

UK

Algeria

Morocco

Azerbaijan

Russia

Down 

from 62

Up from 75

Down 

from 327

Margin 

of error



LNG

LNG is a global commodity. Europe’s surging demand has been 

offset by weaker demand from China:

Courtesy of Kpler – worth checking them out. They look good



Gas - 2023 outlook

There is a lot that could happen, but a forecast sentiment is as 

follows:

5p/kWh

152p/Therm

14p/kWh

410p/Therm



How companies buy energy

Companies buying energy are typically trying to strike the balance 

between longer term protection (eg 12 months out) and near term 

opportunistic buying (eg spot/day ahead, month ahead):

Day ahead here went 

down to 40/Therm



Government intervention

There has been governmental support in some countries (eg UK):

220 pence/Therm (7.5pence/kWh)

Oct 22 – Mar 23

UK Govt cap, commodity element only:

Power [p/KWH]: Capped at 21.1pkWh to a max support of 34.5p, to give an effective ceiling price of 55.6; so if you fixed at 56.6 you’d pay 22.1p

Gas [p/Th]: 220p up to max 267, effective ceiling 487; therefore is you fixed at 488, you’d pay 221



4 – How to navigate energy with 

your suppliers



• Rules of engagement

• Understanding the supplier’s 

situation

• Creating a viable mechanism

• Buying energy for your 

business



The Glass Cost Model

Here is an indicative glass cost model:

Energy



Blank checks

Some basic rules of engagement:

• No blank checks

• Acceptable degree of transparency & honesty

• Acceptable degree of competence

• Minimise consumption

• Collaboration



Transparency & honesty

Request transparency from the supplier:

Item
Past

(Datum)
Dec 22 Jan 23 Feb 23 Mar 23 Apr 23 May 23 Jun 23 >>

G
a
s

Cover 

position
100% 100% 100% 100% 80% 80% 60% 30% etc

Price

pence/kWh
6p 9p 9p 10p etc etc etc etc

E
le

c
tr

ic
it

y Cover 

position
100% 100% 100% 100% 100% 50% 50% 20% etc

Price

pence/kWh
17p 22p 22p 25p etc etc etc etc



Approach with suppliers

You need to approach each bit differently:

True Cost

Partly 

Discretionary

(‘Semi True’)

Hidden Profit

True Profit

100%



Transparency and honesty

No muddying of the water with other variables….



Understand the sector/category dynamics

Let’s have a discussion….



Mechanisms with suppliers

Set up the appropriate mechanism

Energy



What to do with a difficult supplier

If the supplier refuses to reveal their numbers then:

• State it’s not equitable

• Point out the reason they’re not sharing their number is 

because they must have bought really well

• Don’t let them hide behind anything

• Share your estimation of their energy costs

• Declare that your answer is correct unless they come with 

plausible amends



5 – Buying energy for your 

business



How advanced should we get?

Considerations:

1) Building up of knowledge & skills

2) Third party expertise

3) When to insource energy buying



Renewables

Solar on factories and warehousing:



Wrap Up

Key Messages

➢ Volatility is here to stay for the foreseeable future

➢ Know enough about energy to hold your own

➢ Work on absolute #s, not % of total price

➢ Understand true impact of energy through cost modelling

➢ Don’t accept blank cheques

➢ Where feasible, work collaboratively



Thank you
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