
enelx.com/northamericaenelx.com/northamerica

Energy Management 
Strategy in a Downturn



enelx.com/northamerica2 Energy Management Strategy in a Downturn

Wholesale and Distributors

Transportation and Storage

Telecommunications

Agriculture and Mining

Healthcare, Pharmaceuticals, Biotech

Manufacturing

Government

Energy and Utilities

Business and Consumer Services

Education

Travel and Recreation

Media and Entertainment

% Change Avg. Demand

–30 10–10 0–20 –50 5

% Change Peak Demand

Agriculture and Mining

Wholesale and Distributors

Manufacturing

Travel and Recreation

Media and Entertainment

Telecommunications

Healthcare, Pharmaceuticals, Biotech

Business and Consumer Services

Education

Transportation and Storage

Energy and Utilities

Government

Introduction

Dramatic swings in energy consumption, 

whether up or down, can have unexpected 

effects on your monthly energy bill, or reveal 

unknown risks in energy contracts. How  

can companies that are using more energy 

than ever maximize savings? How can 

businesses that have shut down avoid fees? 

Can businesses do anything to contribute to 

local grid stability?

In this white paper, discover important tips 

on how to manage your energy consumption 

during a downturn.

The coronavirus pandemic has drastically altered energy demand around the world. But 

businesses have felt the effects in different ways—among Enel X customers, some have 

drastically ramped down energy consumption, while others are now running operations  

24/7 to produce the highest possible volume of essential goods. 

Enel X Customer Data: Change in Demand Across Sectors, Q1 2019 vs. Q1 2020
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Earn extra revenue with 
demand response
Demand response (DR) is an incentive program run 
by many utilities and grid operators to ensure grid 
stability when there is danger of an outage. 

In DR, commercial and industrial companies agree 
to curtail electricity consumption if requested, and 
receive payments for that commitment. Curtailment 
requests happen, on average, only a few times a 
year, and businesses that honor their commitment 
and curtail consumption during periods of grid stress 
receive additional payments.

During this economic downturn, DR is more valuable 
than ever. The program provides an additional  
revenue stream for facilities with flexible operations, 
typically in the range of $30,000–$50,000 per 
megawatt-year, although payments vary by program 
and year. 

In addition, demand response can help provide 
stability to grid systems facing increased demand 
uncertainty. Many grids have employees sleeping 
on-site to ensure power keeps running and are 
also deferring maintenance upgrades, which may 
contribute to unexpected periods of grid imbalance. 

Operational Flexibility

Ensure you’ve powered down and 
reduced baseload
Many businesses that are now completely 
shut down may be using more energy than 
necessary. There are a few important things 
businesses should do to ensure they’ve 
powered down as much as possible.

 > Institute temperature setbacks during new 
hours and non-operation time-periods

 > Unplug unnecessary loads during 
shutdowns, especially in offices where 
workers exited abruptly

 > Institute shut-down schedules to cover 
daytime hours where there is reduced or  
no production. 

If you’re already enrolled in DR, make 
sure you notify your CSP of changes
If you’re already enrolled in demand response but your 
business has experienced changes in energy usage, 
be sure to contact your Curtailment Service Provider 
(CSP). They will work with you to confirm that your 
payment estimate takes into account any operational 
disruptions or changes you may be experiencing.

During this economic downturn, DR is more valuable than ever.

Available 
Electricity  

Supply

Electricity  
Demand

6am 10am 2pm 6pm

Grid Emergency  
avoidable with DR
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Pay attention to peak pricing rates 
Many businesses now have a load shape far different 
from their normal operations. Businesses that have 
ramped up production may now use significant 
amounts of energy at times of the day they previously 
used very little. It’s crucial for such businesses to be 
vigilant about peak pricing.

When demand on the grid is highest—typically in 
the early morning or late afternoon, although demand 
has peaked only in the late afternoon in states that 
have implemented shutdowns—utilities often charge 
customers added fees for demand. Sometimes, these 
fees can make up half of a C&I consumer’s energy bill.

If your business’s operations have changed, make sure 
you haven’t shifted a large amount of consumption 
to peak times. The simplest way to do this is to plan 
non-critical loads for non-peak times. And always be 
sure to monitor the peak charges on your bill. 

For those businesses that have reduced operating 
hours and production, be aware of your billing cycle 
for when you do choose to restart production. If you 
restart your facility on or near the last day of your 
billing cycle, you may inadvertently set a very high 
peak, which will significantly impact your monthly 
demand charge.

If you’ve slowed down, prioritize 
efficiency projects
Many companies may have waited on certain energy 
efficiency projects for years because the savings they 
would achieve may not have justified the slowdown in 
daily operations. For companies with fewer employees 
or curtailed operations, now is just the time to 
conduct such a project. 

These projects may be as large as plant-wide 
overhauls at manufacturing facilities, or small-scale 
efforts such as occupancy sensors, lighting controls, 
a switch to LED lighting, or boiler upgrades. But 
regardless of size, now may be the ideal time to finally 
complete such a project.

Time of Day

Peak pricing hours 
$$$

Facility demand 
(MW)

Shift non-essential loads 
to off-peak times

Highest demand of billing cycle 
(determines demand charge)

Be aware of timing when restarting 
production, to avoid high peak near 
end of billing cycle

12am 12am3am 6am 9am 12pm 3pm 6pm 9pm
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Manage risks that might be hidden  
in your supply agreement 
Lower energy consumption and wholesale prices do 
not always directly translate into lower energy costs. 
Significant reductions in energy usage can lead to new 
and sometimes costly risks for many organizations. 

Retail supply agreements for both electricity and 
natural gas include clauses for bandwidth or swing 
tolerance. These provisions protect retail suppliers 
from unexpected, short-term changes in a customer’s 
energy usage patterns by requiring customers to buy 
specific quantities of energy. 

For example, a customer that has entered into a 
retail electric agreement for 1,000,000 kWh per 
month and 25% bandwidth can use as much as 
125,000,000 kWh and as little as 750,000 kWh 
per month; any usage above or below those volumes 
may incur additional and unexpected costs. 

Similarly, material usage deviations protect energy 
suppliers against long-term changes in customers’ 
energy consumption patterns. Provisions around 
material usage deviation can vary considerably across 
contracts and suppliers. In most cases, suppliers will 
work with customers if the customers notify them in 
advance of any known consumption changes.

Whatever your contract terms, it’s important to 
evaluate your agreements and assess your contract 
risks. We recommend that customers notify their 
suppliers of significant operational changes, and, 
if necessary, work toward a mutually acceptable 
renegotiation of rates and terms.

Contracting

In most cases, suppliers will work with customers if the customers 
notify them in advance of any known consumption changes.

Consider buying opportunities due  
to low prices
Drastic shifts in demand have created significant 
changes in energy pricing. In many, if not most, 
regions around the country, prices have dropped 
precipitously.

After ensuring all more serious and urgent priorities 
regarding safety are in order, taking advantage of 
lower energy prices could provide significant cost relief 
for many organizations. 

Customers may have several options. One (often 
called “blend and extend”) is to extend a current 
contract past any near-term end date in order to get 
your current prices down. If your contract ends in 12 
months, for instance, you may be able to add another 
twelve months onto your existing contract, and your 
prices adjust accordingly. Another option is to simply 
buy a new contract now for the end date of your 
current one, without adding an extension.

Moreover, companies that buy energy incrementally 
should consider adjusting purchasing strategies 
given the significant drop in energy rates. If your 
organization is on an index rate or has open positions, 
the low-priced environment represents a significant 
buying opportunity.
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Pay extra attention to 
counterparty risk
Renewable projects are expensive to build, and they 
require a great deal of financial backing. Developers 
rarely have the financing on hand, and investment 
from banks may be slower in coming months as many 
anticipate further turmoil in the global markets. If a 
developer struggles to get financing they will most 
likely have to abandon the project, and any company 
that sank time and effort into negotiating a PPA could 
find themselves having lost all that work. 

These counterparty risks are a consideration even in 
stable times, but they’re especially important now. 
Businesses should seriously consider the various options 
available to mitigate counterparty risks—whether 
that’s a security deposit, collateral, credit, developer 
choice, or some combination thereof.

Adjust to the possibility of new 
project timelines
Many PPAs have terms that entitle buyers to damage 
if projects are not completed by a certain date. In 
the situation where the world experiences a global 
pandemic, the force majeure provisions may prevent 
the buyer from collecting damages. 

Renewable Energy Purchasing

The global supply chain has been disrupted at nearly 
all levels, from ports closing to manufacturers slowing 
down to construction halting. Companies that have 
a contract need to be aware that their timelines may 
have changed, and adjust their planning accordingly.

Review the assumptions built into 
your PPA projections
Many companies, before they purchase a PPA, model 
how the financials will affect them in a few different 
scenarios—for instance, considering their ROI in a 
booming global economy, a stagnant global economy, 
and a recession. Its unlikely many models considered 
the possibility of oil plummeting below $0.

If you’re looking into a PPA currently, consider 
including more extreme future scenarios in your model 
as you’re estimating its impacts. And if you already 
have a PPA, look at the assumptions in your original 
financial model and make a determination whether or 
not they need to be adjusted. 

Re-evaluate risks around 
load mismatch
Consider a company that uses a PPA to cover 75% 
of its load. In normal times, this may work perfectly 
for them—but if their consumption has declined by 
80%, they now have a contract for exponentially more 
power than they are using.

Most of those businesses are still obligated to 
purchase all the power, but they may have options 
to trade what they’re not using. There are ways to 
sell a portion of your supply back to the market or 
directly to another party, but these are often complex 
transactions that most PPA customers are not 
equipped to navigate. It’s best to work with a firm that 
has trading experience and can help you manage the 
risks associated with your load mismatch.
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Use current energy intensity to build 
your next budget
When forecasting budgets for the next year, perhaps 
the single greatest energy consideration is the previ-
ous year’s consumption. But for most businesses, their 
next year may not look much like this year.

Instead, it’s best to think in terms of energy inten-
sity—for instance, a manufacturer may want to think 
of energy per item produced, and then project their 
consumption based upon how many items they aim  
to produce in the next quarter/year. 

Take this time to plan for future 
downside risk
COVID-19, like the 2008 financial crisis, reminds 
us how important it is for organizations to prepare 
against downside scenarios. A global pandemic 
seemed unimaginable just months ago, and few 
businesses were prepared for its massive impact.  
It’s important to keep that lesson in mind and prepare 
for other rare but high-impact future scenarios, 
especially ones that could impact the energy grid.

Planning

Energy resiliency—in the form of on-site resources 
like solar, storage, and generators—enables 
businesses to deal with extreme scenarios with more 
durability, such as when the grid goes down due to 
unplanned events.

While Enel X does not anticipate any major, systemic 
grid disruption due to COVID-19, this pandemic serves 
as a reminder for forward planning.

Green bonds can help you hit 
renewable goals
With so much economic uncertainty ahead, budgets 
for sustainability may not be a top priority for busi-
nesses right now. Green bonds are one way to raise 
capital for sustainability projects if your sustainability 
budget dries up.

A green bond lets you define the project up front, 
and the payoff can be tied to the completion of the 
project. Some investors are attracted to bonds right 
now as a potential safe haven from market volatility, 
and more and more investment firms are making 
greater commitments to ESG initiatives.
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Handling Risk and Finding Opportunity
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Coronavirus has created a difficult and complex situation for businesses around the country. 

The current landscape demands an overhaul of normal operations and has created new risks 

and opportunities for companies of all types. It’s crucial to continue monitoring your energy 

usage during the crisis to maximize savings and take advantage of any available opportunity.  

Be sure you aren’t overlooking energy management during these difficult times. 


