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Foreword by Jens Madrian, 
Chief Financial Officer at 
RWE npower:

It might seem odd that the Chief 
Financial Officer of any business 
would want to advise customers 
to consume less of its product, 
but the essential message we 
wish to convey through this 
paper to our colleagues in the 
UK business community, is 
that we need to consume less 
energy. This is not just because 
it is environmentally desirable 
to do so, but also because there 
are sound commercial reasons 
for making significant 
energy savings.

In particular, as large businesses, 
we need to look at decreasing 
our dependence on the National 
Grid as the only or primary link 
to our power supply and follow 
the example of US and Germany, 
where up 7%of total peak 
supply can come from what is 
called ‘demand-side response’. 
Businesses in these markets are 
reducing their energy demand 
in response to peak network 
loading selling the energy they 
generate and managing their 
normal energy consumption. 
Following this example 
represents a real opportunity for 
UK business.

We have given this paper the 
title of ‘The Twenty Per Cent 
Imperative’ because energy 
saving is not just about cost 
control; it is also a key weapon 
to locking in profitability 
and maintaining business 
competiveness.

We know and recognise that 
British business has collectively 
already embraced the energy-
saving message and a number 
of major companies have made 
significant strides in this field. 
Over the last two decades, 
manufacturers have increased 
their energy efficiency and 
reduced greenhouse gas 
emissions by almost 40% 
while maintaining the same 
level of output. 

By publishing this report, we 
hope we can intensify this 
drive by focusing management 
attention on the commercial 
opportunities presented through 
demand-side options and 
energy-saving programmes.

We have given this paper the 
title of ‘The Twenty Per Cent 
Imperative’ because energy saving 
is not just about cost control; it 
is also a key weapon to locking 
in profitability and maintaining 
business competiveness.
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In its 2012 Electricity Capacity 
Assessment Report, Ofgem 
warned that the UK generating 
capacity is nearing its limits, 
throwing a spotlight on the 
issue of energy supply security. 
It is an issue that British 
businesses are alive to. Indeed, 
in our recent survey (conducted 
by YouGov), security of supply 
was seen as a pressing issue 
by 76% of the business decision 
makers surveyed. 

The move to onsite generation, 
sometimes referred to as 
‘de-centralised energy’, is 
linked to this growing concern 
about the security of supply 
as it decreases dependency 
on power supply from the 
National Grid and provides 
an opportunity to energise 
businesses more effectively 
and efficiently.

In conjunction with the drive 
towards onsite generation the 
Government is introducing a 
new initiative, the Electricity 
Demand Reduction  (EDR) pilot, 
which is open to all sectors of 
the British economy. It aims 
to test whether efficiency 
projects can compete in the 
forthcoming Capacity Market 
and offers the chance for 
organisations to bid for funding 
for projects that will replace 
inefficient assets with 
new equipment. 

Businesses will compete for 
funding for projects that 
reduce electricity demand 
where projects would not 
have happened without the 
funding. The projects will 
save businesses money on 
electricity bills as well as 
cutting carbon emissions and 
demand on the National Grid. 

The Government’s objective 
is to save the UK the need to 
consume 196 TWh of power 
by 2020, the equivalent output 
of 22 new power stations. The 
combination of Demand Side 
Reduction (DSR) and on-site 
generation can deliver this goal 
– and deliver cash benefits to 
the companies that embrace 
this initiative.

Furthermore, npower has 
calculated that the UK’s larger 
businesses could collectively 
realise annual savings in excess 
of £4 billion if they reduced 
energy consumption by 20% (£3 
billion per annum in reduced 
electricity costs and £1 billion 
in lower gas bills). This is at the 
heart of the Twenty Per Cent 
Imperative: a change that would 
represent savings of £46 billion 
on electricity and £15 billion on 
gas for UK business as a whole 
over a ten-year period.

npower believes that businesses 
which can balance energy 
consumption and generation 
to the best commercial 
advantage while setting an 
energy-saving target of 20% will 
realise a number of commercial 
opportunities including: 
protected profitability; the 
ability to maintain global 
competitiveness and manage 
cost bases; security of supply; 
improved cash flow for capital 
investment; and reduced 
carbon emissions. 

For these reasons, npower is 
advising businesses across 
the UK to make the business 
case for an energy saving 
programme. It is time to realise 
that energy is a boardroom 
issue and that the key to 
making any energy-saving 
programme happen will be the 
ability to show how a return on 
investment can be achieved in a 
short timeframe.
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npower 
YouGov survey

The executive summary of the 
key findings is below:

•	 Over a third (36%) of business 
decision makers participating 
in the survey say they 
are ‘fairly concerned’ or 
‘very concerned’ about 
their business’ future            
energy needs.

•	 Nearly half (43%) say they 
consider themselves to be 
either ‘very well informed’ 
or ‘fairly well informed’ 
about existing government 
policies aimed at supporting 
businesses to reduce both 
energy costs and demand.

•	 However, over a half of British 
businesses represented 
(59%) say they are ‘not 
very confident’ or ‘not at 
all confident’ that these 
policies reflect the needs of 
their business, while only a 
quarter of British businesses 
(26%) think they do reflect 
their needs.

•	 Energy affordability is 
described as an important 
issue by 81% of the 
businesses participating in 
the survey with 45% saying it 
is ‘very important’ and 36% 
saying it is ‘fairly important’.

•	 Security of supply was 
described as an important 
issue by 76% of the business 
decision makers surveyed, 
with 39% saying it is a 
‘very important’ issue and 
37% saying it is a ‘fairly  
important’  issue.

•	 Nearly half (47%) agreed   
that the move to a low-
carbon economy is an 
important issue.

How concerned are you about 
your business future energy 
needs (e.g. gas, electricity, 
renewable energy etc.)?

very concerned 9

fairly concerned 27

not very concerned 42

not at all concerned 21

don’t know 2

0% 30%10% 40%20% 50%

•	 Only 15% of business 
decision makers had heard 
of Contracts for Difference 
(CfDs) as part of the 
Government’s Electricity 
Market Reform (CfDs 
guarantee companies which 
can generate electricity a 
fixed price for using low-
carbon technologies in order 
to help reduce 
carbon emissions).

•	 Only a quarter (24%)   
thought their business would 
be willing to see energy bills 
increase in order to help fund 
low-carbon energy schemes. 
In contrast, 58% thought 
their business would be to 
some degree unwilling to see 
energy prices rise to support 
low carbon energy schemes.

•	 Asked how concerned they 
would be if, as predicted, 
their business’s energy bill 
is likely to increase by 10% 
as a result of CfDs, 36% said 
they were ‘very concerned’ 
and 37% they were ‘fairly 
concerned’ at this prospect.

npower recently commissioned a YouGov 
survey involving 600+ decision makers from 
a number of businesses. 
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Current energy policies

very confident 3

fairly confident 23

not very confident 36

not at all confident 23

don’t know 15

0% 30%10% 40%20% 50%

For the following question, 
please think about all businesses 
in Britain, not just your own... In 
general, how confident, if at all, 
are you that current and planned 
government energy politicies 
reflect the needs of business 
in Britain? 

Energy affordability

very important 45

fairly important 36

not very important 13

not at all important 3

don’t know 4

0% 30%10% 40%20% 50%

How important, if at all, do 
you think each of the following 
generally are to your business? 

Base: Business Decision Makers (all business sizes) (633) Source

Current energy policies

very important 39

fairly important 37

not very important 13

not at all important 5

don’t know 6

0% 30%10% 40%20% 50%

How important, if at all, do 
you think each of the following 
generally are to your business? 

Security of the energy supply 
(e.g. reliance on pipeline 
gas from Russia or Norway, 
dependence on shale gas or 
nuclear energy in the UK, etc.)

The move to a low carbon economy

very important 14

fairly important 33

not very important 30

not at all important 19

don’t know 5

0% 30%10% 40%20% 50%

How important, if at all, 
do you think each of the 
following generally are to 
your business?

2	  

21	  

42	  

27	  

9	  

0%	   10%	   20%	   30%	   40%	   50%	   60%	   70%	   80%	   90%	   100%	  

	  How	  concerned	  are	  you	  about	  your	  business’	  future	  energy	  needs	  (e.g.	  gas,	  electricity,	  renewable	  energy	  etc.)?	  

Base:	  Business	  Decision	  Makers	  (all	  business	  sizes)	  (633)	  	  

Don’t	  know	  

Not	  at	  all	  concerned	  

Not	  very	  concerned	  

Fairly	  concerned	  

Very	  concerned	  
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Large UK businesses, often 
classified as the Industrial 
and Commercial (I&C) sector, 
collectively spend just over £15 
billion per annum on electricity 
(fractionally above the total 
spend for the whole of the 
domestic market which is £14.8 
billion) and £5 billion per 
annum on gas. 1 

Based on this level of 
consumption, we calculate 
that the UK’s larger businesses 
could collectively realise 
annual savings in excess of £4 
billion if they reduced energy 
consumption by 20% (£3 billion 
per annum in reduced electricity 
costs and £1 billion in 
lower gas bills).

If the energy inflation path for 
both electricity and gas over 
the last 10 years is repeated 
over the next decade, based on 
average industrial sector prices, 
annual savings put in place now 
would help ‘lock in’ profitability 
and realise energy savings 
across the whole sector of £62 
billion for the period between 
now and 2024.

This would represent savings of 
£46 billion on electricity and £15 
billion on gas for UK business as 
a whole over a ten-year period.

To bring this down to a more 
specific business level, a large 
manufacturing company with 
an annual power bill at current 
rates of £10 million per annum 
could be saving £28 million over 
a ten-year period if it reduces 
energy consumption by 20%. 
The same business could be 
realising annual savings in the 
region of £3.4 million per annum 
by 2024 if the energy inflation 
path for electricity over the last 
10 years is repeated over the 
next decade. It is possible for 
the majority of this saving to 
be converted directly into EBIT 
as there is no associated cost 
to the business outside of the 
current energy spend allocation.

Most analysts predict this is 
likely. In the period 2002 -2012, 
there was a 122% increase in gas 
prices for industry and a 94% 
increase in electricity prices. 2

In 2013, average UK industrial 
electricity prices, including 
taxes, were the ninth highest in 
the IEA, the fourth highest in the 
G7, and were 7.5% above the IEA 
media price. 3

The total UK power transmission 
capacity at the end of 2012 was 
89GW, with large-scale CHP 
capable of supplying 1.9GW 
(2.1% of capacity) and renewable 
sources (wind, solar, etc.) 
providing 15.5 GW (
17.4% of capacity).4

Large businesses in the 
industrial and commercial sector 
account for 47% of all electricity 
consumption in the UK today, 
equivalent to 171 terawatt hours 
(TWh) over a year. 5

Sources

1 Digest of United Kingdom 
Energy Statistics (DUKES) 
2013 - DECC

2 Energy in Brief DECC
3 Quarterly Energy Prices April 

2014 DECC
4 DUKES 2013 - DECC
5 DUKES 2013 - DECC
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As evidenced by our 
YouGov survey, security of 
supply is seen as a pressing 
issue by 76% of the business 
decision makers surveyed. 
Furthermore, according 
to a survey undertaken by 
the Major Energy Users’ 
Council (MEUC) last year, UK 
businesses worried about 
the security of their energy 
supply are taking action, with 
50% saying they are investing 
in renewable energy sources 
(wind, PV, ground source heat 
pumps, etc.) and 43% saying 
they are installing onsite 
power generation such as 
biomass or CHP as a result of 
these concerns. 

The move to onsite generation, 
sometimes referred to as ‘de-
centralised energy’, is linked to 
growing concern among British 
businesses about security 
of supply. Ofgem, in its first 
Electricity Capacity Assessment 
Report published in 2012, 
warned that the UK generating 
capacity is nearly at it limits. 
With the planned closure of 
some coal and nuclear power 
stations, it said that spare 
capacity could fall from 2012’s 
14% level to just 4% in three 
years, with a risk of ‘brownouts’ 
and ‘blackouts’ starting in the 
winter of 2015-16. Just one year 
later, in its second Electricity 
Capacity Assessment Report, 
Ofgem revised this spare 
capacity figure down to just 2%.

The two major advantages to 
business of onsite generation is 
that it decreases dependency 
on power supply from the 
National Grid and provides 
an opportunity to power the 
business more effectively and 
efficiently. This was a major 
theme at the recent Economist 
UK Energy 2014 summit, where 
representatives from the 
Government, energy companies, 
campaigners, investors and 
think tanks discussed the shape 
of the UK’s energy future. 

The occasion was used to 
announce new initiatives 
developed by the Government, 
Ofgem and the National Grid to 
encourage large British business 
energy users to reduce energy 
consumption. In particular, 
National Grid explained why it 
will be offering tenders to British 
businesses to reduce energy 
demand in exchange
for payment.

As the Energy Secretary, Edward 
Davey MP, explained the 
Government’s strategy by saying 
the National Grid has been 
working with Ofgem to put in 
place new balancing measures – 
using powers in the 1989 
Electricity Act – that deal with the 
problem. This includes putting in 
place supply reserves from power 
stations that would otherwise be 
closed or mothballed.

Plans also include extending 
existing demand measures to 
reward more large energy users 
who have the flexibility to reduce 
their use of National Grid power 
at peak times and who wish to 
volunteer for payments to use 
that flexibility if needed.

Page 15



Page 17

Page 16 The Twenty Per Cent Imperative

The Twenty Per Cent Imperative

The Government is currently 
introducing a new initiative, the 
Electricity Demand Reduction 
(EDR) pilot, which is open to 
all sectors of the economy 
acrossthe UK. It aims to test 
whether efficiency projects can 
compete in the forthcoming 
Capacity Market and offers the 
chance for organisations to bid 
for funding for projects that will 
replace inefficient assets with 
new equipment. The initiative has 
carbon, conversion efficiency, 
security of supply and 
cost benefits. 

Organisations can bid for money 
for their savings in winter peak 
2015/16, but they will save 
money whenever they are using 
the new kit. The pilot will run 
for two years and will help the 
Government decide how to 
design an enduring scheme. As 
the Energy Secretary, Ed Davey, 
recently set out the details of the 
first £10 million EDR auction from 
a £20 million budget for the full 
pilot. Businesses will compete for 
funding for projects that reduce 
electricity demand, where 
projects would not have 
happened without the funding. 
The projects will save businesses 
money on electricity bills as well 
as cutting carbon emissions and 
demand on the National Grid. 
Expressions of interest opened 
on 29 July. 

The Government’s thinking is 
that electrical efficiency could 
mean savings equivalent to 9% of 
total demand by 2030, this alone 
could be anything up to ten 
power stations taken off line or 
not required to be built thus 
reducing the need for new power 
stations to replace existing 
assets. The Government is 
testing whether projects that 
deliver lasting electricity savings 
at peak times, like replacing old 
light bulbs with LEDs or 
improving motors and pumps, 
could compete with generation, 
demand side response (DSR) and 
storage in the UK Capacity 
Market.

With the blessing of Ofgem, 
National Grid has announced 
additional demand measures for 
this coming winter, ahead of full 
implementation of both supply 
side and demand-side balancing 
measures for 2015/16.

He also put concerns about 
security of supply in perspective.  
According to the US Chambers 
of Commerce, Britain is more 
energy secure than any other 
country in the EU including 
Germany, France, and Italy. 
Indeed, according to the US 
Chambers, Britain is more energy 
secure than the US, China, Japan, 
Australia, Canada and Russia.

Electricity Demand Reduction

Ed Davey offered this reassurance:

Let me be clear, this Demand 
Side Balancing Reserve will 
not force any single business 
or household to switch off or 
reduce their electricity. It is 
entirely voluntary. Nobody 
will get cut off. No economic 
activity will be curtailed. This 
is about rewarding volunteer 
businesses with the flexibility 
to reduce their use of National 
Grid supplied electricity at 
peak times only.

“

However, it is wise and 
pragmatic (as well as a good 
cost-reduction discipline) to 
protect security of supply by 
being energy efficient. The 
Government’s objective is 
to save the UK the need to 
consume 196 TWh of power 
by 2020, the equivalent output 
of 22 new power stations. The 
combination of Demand Side 
Reduction (DSR) and on-site 
generation can deliver this goal 
– and deliver cash benefits to
the companies that embrace
this initiative.

Getting British business to 
commit to reduce energy 
consumption is nothing new. 
There are already in place a 
number of DSR offerings to 
business clients that can take 
advantage of the opportunities 
which come from onsite 
generation and from a range of 
demand management services. 
For example, the MEUC survey 
mentioned earlier found that 
25% of respondents were looking 
at the Short Term Operating 
Reserve (STOR) and 11% at 
Frequency Response Contracts 
as either money-saving or even 
money-generating opportunities. 
These options all become more 
attractive to companies which 
both generate and consume 
energy because they can plan 
periods when they can reduce 
their dependence on energy 
supply from the grid. 

The National Grid already 
offers a STOR service that 
gives organisations the 
opportunity to provide active 
power from generation/and or 
demand reductions. Similarly, 
through its Frequency Control 
Demand Management (FCDM) 
programme, the National 
Grid offers availability and 
utilisation incentives to demand 
customers prepared to accept an 
interruption to supply by 
entering into a Frequency 
Response Contract.

Page 17
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Our contention is that 
businesses which can 
balance energy consumption 
and generation to the best 
commercial advantage while 
setting an energy-saving 
target of 20% will realise 
a number of commercial 
opportunities, listed below:

To protect profitability: 

Last year, the energy broking 
firm Power Efficiency published 
a paper entitled ‘Energy Eating 
into EBIT’ in which it calculated 
that energy inflation would make 
a £13 billion dent across FTSE 
100 margins by 2021. If energy 
inflation repeated its last 10-
year upward path over the next 
decade, then energy savings 
could be a key way of protecting 
profitability over this period. 
Other baseline costs (labour, 
property, etc.) may well have 
already been addressed, but 
little attention to date has been 
paid to managing energy costs 
as a way of protecting and 
mproving profitability, something 
that will be key to keeping UK 
business competitive.

Finance Directors today are in 
a straightjacket with regards to 
controlling cost. Cut budgets 
(any budget you care to mention, 
labour costs, marketing, 
logistics, IT, property) and you 
may damage the business. 
Cutting energy costs, however, 
has no detrimental effect on 
the business.  In recent times, 
especially during the financial 
crisis, large companies have 
looked to restructuring for the 
good of the bottom line. Job 
cuts were an obvious target. 
But businesses today are in an 
extremely streamlined position; 
there is little wriggle room to cut 
costs without inflicting pain on 
the business. 

According to a study by 
Proxima, a global procurement 
services provider, labour costs 
have fallen to just 12.5% of 
expenditure while non-labour 
costs account for up to 70%. The 
study, ‘Corporate Virtualization 
- cost externalization and its 
implications on profitability’, 
which polled FTSE 350 
companies, found that a 1% 
reduction in non-labour costs 
would result in a 3.6% EBITDA 
lift, while a similar labour cost 
reduction would only offer a 0.8% 
increase. Cutting labour costs, 
therefore, might not offer the 
solution. Cutting many non-
labour costs may be attractive, 
but they are still risky and could 
be counterproductive and 
damage the business in both 
the short and long term. Cutting 
energy costs however can only 
have an upside for the business 
and can be four times as 
effective as cutting labour costs.

To maintain global 
competiveness and manage 
the cost base: 

In 2013, the UK’s average net 
selling value per kWh sold 
in pence was 8.495 in the 
industrial sector and 7.861 in the 
commercial sector.

This compares to just 4 pence 
per kWh in the USA (i.e. cost of 
UK electricity is 100% higher 
than the USA following the 
introduction of fracking as a 
means of extracting shale gas) 
and is also significantly higher 
than a number of other key 
markets, notably Norway, where 
the cost is only about 3 
pence per kWh. 

A number of UK-based 
businesses have already publicly 
declared they are looking to 
relocate outside the UK (or 
Europe) due to energy costs. In 
July this year, Tata Steel pointed 
to energy costs as a major threat 
to jobs and competitiveness 
in the UK today. Asked directly 
by the BBC in a TV interview 
what threat energy prices were 
having on the industry, Karl 
Koehler, head of the group which 
includes plants in Scunthorpe 
and Port Talbot, said: 

 

 

It is a very large 
part of the 
control of costs… 
it is very harmful. 
Energy costs are 
at the very base 
of something 
that makes 
an economy 
competitive, 
attracts foreign 
investment and 
keeps what 
we have.

He argued that energy costs are 
presenting an ‘unlevel’ playing 
field for industry in the UK and 
warned that we need ‘clear 
actions’ now to help keep British 
industry competitive. 

Earlier in the year, Jim Ratcliffe, 
chairman at Ineos, warned the 
whole of the chemicals industry 
could be lost in the UK and 
stated that this country was 
the most expensive and least 
competitive place of all 11 of its 
global operations when it comes 
to the cost of power. BASF, 
the world’s largest chemicals 
company, has announced a 
cutback in strategic investment 
citing expensive energy as one 
of the key reasons.  It is clear 
that even the biggest names in 
business are not immune to the 
impact of energy costs.



Page 21

Page 20 The Twenty Per Cent Imperative

The Twenty Per Cent Imperative

To protect security of supply: 

There are two ways British 
business can protect security 
of supply in the future. The 
first is to reduce energy 
consumption from traditional 
grid-based supply so that 
existing capacity can cope with 
demand. The grid remains the 
securest supply source in the 
UK. The second is to invest in 
embedded generation through 
CHP, biomass and renewables. 
Not only does this help security 
of supply, it frees up revenue 
generating opportunities both 
by selling excess capacity and it 
allows the company to capitalise 
on the ‘opt out’ contracts offered 
such as STOR and Frequency 
Response Contracts. In addition, 
there are a range of support 
measures and tax incentives to 
encourage businesses to invest 
in Good Quality CHP in the UK. 
These include:

•	 Exemption from the Climate 
Change Levy (CCL) of all 
fuel inputs to Good Quality 
CHP and electricity outputs 
consumed onsite or supplied 
direct to a third known party.

•	 Eligibility to Enhanced 
Capital Allowances for 
Good Quality CHP plant               
and machinery.

•	 Business Rates exemption 
for CHP power generation 
plant and machinery.

•	 Extension of the eligibility 
for Renewable Obligation 
Certificates (ROCs) to energy 
from waste plants that  
utilise  CHP.

•	 Increased support under 
the Renewables Obligation 
from 1.5 to 2 ROCs for Good 
Quality electricity output of 
CHP fuelled by biomass.

To free up money for vital 
capital investment: 

Saving energy obviously saves 
the business money and this is 
a simple and easy way to realise 
funds for capital investment 
in the business, be it plant, 
property or people. To bring this 
home, £4 billion in total energy 
savings across the UK sector 
is the equivalent to 10% of the 
investment required for HS2, 
roughly 15% of the £27 billion 
British business spent on R&D 
in 2012 and is the equivalent of 
paying for 148,148 fulltime jobs .7

To reduce carbon emissions: 

The sustainability imperative – 
A 20% energy saving in energy 
consumption by the UK’s I&C 
sector would represent a 34.2 
TWh cut in all of the UK’s annual 
electricity consumption (a 10% 
drop in total consumption and 
equivalent to 15,000,000 tonnes 
of carbon emissions).  

British companies, only 
just recovering from the 
abandonment of the CRC 
League Table, but not CRC 
reporting, are now facing an 
increasingly complex regulatory 
regime. The recent introduction 
of Greenhouse Gas (GHG) 
reporting, now mandatory for 
listed companies, will shortly 
be followed by the EU directive 
on Energy Savings Opportunity 
Scheme (ESOS). This requires all 
EU member states to introduce 
a programme of regular energy 
audits for ‘large enterprises’. 

Audits must be undertaken by 
5 December 2015 and then at 
least every four years from the 
date of the previous audit. While 
many businesses will see this 
as an additional bureaucratic 
burden, it is a real opportunity 
for businesses to identify where 
and how it can improve energy 
efficiency and work towards a 
20% reduction target. 

To realise the opportunity to 
reduce existing energy demand 
within a business it is imperative 
that the detailed consumption 
and spend within every area of 
the business is understood. This 
understanding needs to be at 
the same level and granularity 
that businesses currently 
understand their people costs, 
it is important to know not just 
what is spent but when, where 
and why. ESOS is an important 
first step on this path and will 
indicate the best areas for 
companies to focus their efforts.

 

 

Sources

7 Based on the average 
gross annual earnings 
of £27,000 for full-time 
employees whohave been 
in the same job for at 
least 12 months.Annual 
Survey of Hours and 
Earnings. ONS
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Five steps 
to take to 
make it happen

The Twenty Per Cent Imperative

Make the business case for 
an energy saving programme

Now is the time to realise that 
energy is a boardroom issue 
and not just a ‘boiler-room’ 
responsibility. The key to making 
any energy-saving programme 
happen will be the ability to 
show how the business can 
realistically expect to achieve 
a return on its investment in a 
reasonable timeframe and in 
line with the business strategy. 
A comprehensive cash flow 
and benefit model needs to be 
presented to the board which 
will bring about the answer 
‘Yes’. This will depend upon the 
energy team’s ability to show 
how the business can achieve a 
positive  ROI on its investment 
in energy-saving programmes 
within a reasonable timeframe 
and demonstrate the business 
case along these lines:

•	 The business can realise 
an attractive Internal Rate 
of Return (IRR percentage 
before tax) and a positive 
Net Present Value (NPV). 
This highlights the actual 
cash value of investing in a 
long term strategy after all 
capex, savings, indexation, 
finance costs and operating 
expenses have been taken 
into account.

•	 The programme will realise 
a significant Return on 
investment (ROI) within an 
acceptable time period (e.g. 
5-9 years in accordance with 
ESCO programmes)

•	 The business will make 
significant percentage 
annual cost savings on its 
energy, maintenance, and 
grid demand charges as 
well as taking advantage of 
income generation schemes, 
reducing business risk. 
This reduction in operating 
expenses will have a direct 
and positive impact on the 
business bottom line.

2 Invest in renewable and 
embedded generation

A clean and easy source of 
energy and therefore the best 
way to drive down energy costs, 
is for the business to have 
access to its own generation 
through renewables (wind, solar, 
ground source heat pumps, etc.) 
and through other environment-
friendly energy sources 
(biomass and CHP). As already 
stated, there are numerous 
tax incentives available to the 
business to make such an 
investment. It also helps with 
security of supply and enables 
the business to earn money by 
taking advantage of demand 
management services (STOR, 
Frequency Response, etc.).

•	 The business will cut its 
carbon emissions by a 
significant percentage 
(typically 20-40%) and so 
reduce its exposure to rising 
energy costs and carbon 
market taxation.

•	 The possible rates of ROI 
after implementing the 
energy saving programme 
should be compared to 
alternative rates of return, 
including leaving the money 
on deposit or the ‘do-
nothing’ business case; a 
further incentive to act.

1 Generation Services 
from npower

npower’s Generation Services 
team is a leading purchaser 
of renewable and fossil fuel 
generated power, supporting 
many of the leading UK power 
generators to help them 
maximise revenue from their 
generation assets.

If you are planning to generate 
your own energy, already do 
so, or want to source it directly 
from a third party, then npower’s 
Generation Services team 
can help you to both manage 
the process and increase the 
benefits. We provide standard 
and bespoke product solutions 
to support generators in an 
increasingly changing and 
dynamic market place.

Choose npower as your 
switched-on power generation 
partner and benefit from a 
range of products designed 
help you with effective, low-cost 
access to the UK Energy Market.

If you contribute towards 
the UK’s Climate Change 
Programme by generating 
renewable energy, with our 
help you could derive increased 
benefit from the redemption 
of Levy Exemption Certificates 
(LECs) and Renewables 
Obligation Certificates (ROCs).
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3 Recover and recycle energy 

The business has paid for 
the energy it uses so why 
waste it? Understanding the 
energy journey through the 
built environment is crucial. All 
energy passing through the built 
environment takes this journey: 
Supply → Convert → Consume → 
Recover. Each stage offers real 
opportunities for energy savings, 
most notably the ‘Recover’ part 
of the journey. Recycling energy, 
especially generated heat, is a 
powerful tool in reaching the 
20% reduction target.

4 Training, behavioural     
change and a shift in    
working patterns 

Energy efficiency is not just 
about switching off the lights; 
it’s about really understanding 
energy and managing it from 
an informed basis. Taking a 
holistic view of energy will help 
avoid costly ‘reactive’ decisions 
and ‘impulse’ purchases of 
energy assets which do not 
deliver either savings or an ROI. 
Engaging staff is key to the 
process. Put in place processes 
for staff to report energy 
wastage and improvement 
ideas and ensure that these 
are actioned, measured and 
communicated back. 

Consider incentives to 
encourage involvement and 
energy champions. Carry out 
a series of energy awareness 
campaigns or staff training 
programmes at least every 12 
months. Effective programmes 
use a range of communication 
tools and media to engage staff. 
Embed energy efficiency into 
other relevant staff training 
programmes and performance 
management KPIs. 

Finally, look at work and shift 
patterns in the business and 
review if they are ‘energy 
efficient’. Shifting operations 
out of ‘peak charge’ periods, 
especially in winter when 
electricity costs are at their 
highest late afternoon and early 
evening, can provide 
substantial savings in both 
cost and consumption.

5 Look at external           
financing options 

The ‘Catch 22’ of investing is 
energy saving programmes is 
that investment made today 
shows a return tomorrow, but 
the bottom line is a hit on this 
year’s annual accounts. Let’s 
not beat around the bush here, 
it is going to cost the business 
time and money to reduce 
both energy consumption and 
its carbon footprint against 
a backdrop of rising energy 
prices. How then, can the 
business set an effective 
energy-management strategy 
and decide on the investment 
levels it will require both in 
management time and money? 

What targets should be set and 
how will the business measure 
its return on investment? 
Looking at structured, external 
financing of an energy-saving 
programme through an Energy 
Performance Contract (EPC) is 
a proven and trusted method in 
many countries and maybe one 
way round the Catch 22. Major 
energy companies like npower 
will act as an ESCo (the acronym 
for an Energy Services Company) 

This is a commercial business 
providing a broad range of 
comprehensive energy solutions, 
including the design and 
implementation of energy-saving 
projects, energy infrastructure 
outsourcing, power generation 
and energy supply as well as risk 
transfer and risk management. 
ESCos can provide corporate 
and public sector clients with 
innovative financing methods 
and will provide guaranteed 
energy savings through an 
agreed Energy Performance 
Contract. This approach 
gives a guaranteed return on 
investment as well as total 
risk transfer and underwritten 
performance from the 
measures implemented.
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RWE npower’s 
own five-year 
journey towards 
a 20% energy 
reduction target
Just to emphasise that we 
do practice what we preach 
in terms of energy reduction, 
npower has implemented its 
own five-year energy efficiency 
programme, reducing its carbon 
intensity and minimising its 
costs. Our work in this field, 
which we use as a case study 
and template for our customers, 
has been recognised with three 
major awards: the Carbon Trust 
Standard, ISO 50001, and the 
Excellence in Carbon 
Reduction award. 

We are determined to continue 
our journey in energy efficiency 
and to lead by example while 
supporting our customers in 
their own demand 
reduction journey. 

By investing in our own energy 
saving programme across 
the UK, we have managed to 
exceed our original 20% target. 
We’ve achieved an absolute 
reduction in energy usage of 
28.49%, with a net saving 
of £750,000.

Actions and milestones in 
our own energy-reduction 
programme have included:

The journey continues and with it our 
ambition to make further substantial 
reductions in our own demand as well 
as our customers, whilst developing and 
promoting further innovative measures 
to achieve our challenging targets.

Our original investment in the energy-
saving programme has already 
achieved an absolute reduction in 
energy usage of 28.49%; a net saving 
of around £750,000.

Introduced Automatic Meter 
Reading (AMR)  across our 
portfolio of electricity and gas 
meters enabling us to identify 
when and where energy was 
being used and create tailored 
plans for each of our sites.

Trialled voltage optimisation 
technologies (VOT) to determine 
the optimal system to 
reduce demand.

Adopted the Royal Institute 
of Chartered Surveyors’ SKA 
framework for Sustainable Office 
Refurbishment, aiming to achieve 
the SKA Gold Standard for all our 
major projects.

Optimised the data from our AMR rollout 
to reduce energy consumption using 
npower’s monitoring and targeting 
software encompass. 

Enabled Smart STOR in two centres 
(Worcester and Swindon), which allowed 
National Grid to utilise our spare capacity 
during periods of system stress on the 
electricity network.

Rolled out VOT to 10 major sites and 
installed two wind turbines. 

Pioneered a managed flexible contract 
purchasing product called Direct Budget 
Management, helping us reduce costs by 
transitioning from fixed to 
flex purchasing. 

Launched EASY – Environment Action 
Sustainability You – to engage and 
empower staff to get involved and help 
reduce energy usage. 

Launched a major internal Future Leaders 
competition involving staff in the creation 
of energy-saving projects with the reward 
of a visit to the Arctic to see the effects of 
climate change first hand.

2010

2011

Implemented energy efficient 
lighting schemes at several sites 
with more planned.

Further reduced demand by using 
market leading Energy Performance 
Contracts (EPCs). These contracts 
enabled us to finance new energy 
efficient installations through the 
savings made to the energy budget.

Developed an Innovation Centre in 
Solihull which showcases the latest 
energy reduction technologies. For 
example we use Cool Zone tiles in the 
Energy Innovation area which absorb 
excess heat, moderating the 
buildings temperature.

Year to date reduction in energy 
consumption of 12% across our offices 
compared to the same period last year.

Achieved first-stage targets by 
reducing electricity consumption 
by 13% and gas by 33% across 
our offices. 

Boosted our renewable energy 
reliance by fitting solar panels at 
eight locations with a combined 
generating capacity of 360 kWh.

Recorded a saving of 10% or 
£243,303 on our energy costs using 
our Direct Management Product, 
compared to a fixed contract.  

Achieved the highest ever SKA 
Gold score for recycling and energy 
efficiency during a fit out of a new 
London office.

Measured a 15% absolute energy reduction across our offices 
in 2013, compared to 2012 – one of our offices recorded an 
impressive 40% electricity reduction.

Rolled out Smart STOR to our largest site, in Sunderland. Smart 
STOR is now earning us around £70,000 p.a. in STOR revenue and 
Triad avoidance savings across all enabled sites, whilst our PV 
and Wind micro generation nets around £75,000 p.a. 

Realised further substantial savings on our energy costs through 
our Direct Budget Management product in this year, saving 
£297,225 compared to a fixed contract. 

Achieved our ISO 50001 accreditation goal, which is helping 
us pursue energy reduction targets and integrate energy 
management right across the company. We were awarded both 
the Excellence in Carbon Reduction Award and the Carbon 
Trust Standard.

Exceeded our corporate responsibility target a year ahead of 
schedule. The plan was to reduce our carbon intensity by 38% at 
the end of 2014 compared to 2008 levels; we achieved a figure of 
41.30% at the end of 2013. We now seek to achieve a new carbon 
intensity reduction target of 50% reduction on 2008 levels by the 
end of 2015.

As against our 2010/1 CRC footprint, total UK energy use was 
down 17.87GWh, netting a saving of around £750,000 and 
reducing equivalent carbon emissions by 7,745 tonnes (compared 
to the latest CRC return).

2012

2013

2014
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Summary – 
how to make 
your business 
energy efficient
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The Twenty Per Cent Imperative 
offers businesses a roadmap 
to reducing energy costs, 
boosting competitiveness 
and helping to contribute to 
a low carbon future. To enjoy 
these benefits businesses 
must look to implement the                 
following key actions:

1
Draw up an energy 
efficiency/demand 
side reduction 
business plan that 
focuses relentlessly 
on ROI. Where 
appropriate draw on 
external financing

2
Invest in renewable 
and embedded 
onsite generation 
to enjoy the largest 
cost savings. Where 
possible recover and 
recycle all energy

3
Ensure your facilities 
are as efficient 
as possible, your 
staff trained on 
best practice and 
your shift hours 
optimised for low 
cost, efficient 
energy usage

Businesses across the UK must 
get used to a changed energy 
environment where the price of 
energy is only going to increase. 
Though demand side reduction 
and efficiency measures 
however, we have shown that a 
high price does not necessarily 
mean a high cost. 
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Energy is a vital commodity and 
we are dedicated to helping 
UK businesses use it more 
efficiently. For major energy 
users, we offer bespoke energy 
solutions and multi-utility 
management consultancy to 
improve efficiencies right across 
the procurement/ consumption 
chain. And for smaller business 
consumers, we provide 
sector-specific advice, 
support and guidance on 
reducing energy use.

We provide direct access to 
energy trading services with 
dedicated teams for large 
consumers. Our award-winning 
staff offers risk management 
services with comprehensive 
market intelligence and a range 
of products designed to support 
each buyer’s requirements and 
level of expertise.

A key part of our service is also 
about informing and engaging 
with our customers and other 
stakeholders such as industry 
bodies and government. We 
hold regular events, roundtable 
discussions and webinars to 
promote understanding of key 
issues, such as Electricity Market 
Reform and planning for future 
energy costs.

Our aim is to ensure that the 
views of business customers are 
properly represented. We are 
proud to have won a number 
of awards in recognition of the 
service we offer to businesses, 
including Energy Supplier of the 
Year and Excellence in Carbon 
Reduction at the 2013 
Energy Awards.

npower was the first of the Big 6 
energy suppliers to be awarded 
ISO 50001 accreditation for 
energy management best 
practice in 2013 and gained 
the prestigious Carbon Trust 
Standard in the same year.

npower is a leading business energy supplier, 
serving more than 238,000 small businesses 
and around 24,000 medium and large 
businesses (often classified as Industrial 
and commercial), with over 200,000 metered 
energy contact points with our clients. Our 
customers include many recognisable names 
such as BT, Tata Steel and Sainsbury’s

npower Business Solutions

business@npower.com 

 @npower_nbs
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Jens Madrian, Chief Financial 
Officer, RWE npower 

Jens Madrian was appointed as Chief 
Financial Officer of RWE npower in 
January 2013. Since 2010, he has 
also headed up the Sales Portfolio 
Management activities for the Retail 
businesses across the RWE Group, 
generating sustainable EBITDA growth 
and risk reduction.

Prior to this, he was Managing Director 
of RWE npower’s Commercial division 
between 2008 and 2012. 

Jens previously held the role of Director 
of Commercial Asset Management for 
RWE npower and npower renewables, 
responsible for the commercial activities 
of RWE’s large conventional and 
renewable generation portfolio in the 
UK. Jens joined RWE in 1999 and held 
various Finance roles in the RWE Group 
before joining RWE npower in 2005. 
He has a solid delivery track record 
and extensive experience in Corporate 
Finance and M&A, risk governance & 
management, commercial optimisation 

& portfolio management of energy 
related risks, turnaround 

management & 
leading major 
change programmes.
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Energy Services Company (ESCo) 
capability within a number of 
organisations.




