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INTRODUCTION

Manufacturing is an inherently energyintensive industry sector, and it consumes
vast amounts of energy to power, heat and
cool process equipment and machinery,
factories and buildings.
Although there has been a notable
reduction in the UK’s industrial energy
consumed since the 1970s, in 2016,
energy consumption in this sector was
still 24 million tonnes of oil (mtoe), which
accounted for just under 20% of the UK’s
total energy consumption of 140 mtoe.1
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BEIS, ECUK, 2017, Chart 4.01: Total industrial consumption by fuel mix

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/633503/ECUK_2017.pdf
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INTRODUCTION

Under pressure
to reduce your
energy costs?
Typically, energy accounts for up to 20% of a
manufacturer’s operational costs, which has a major
impact on business profitability, especially when
energy prices soar unexpectedly. To remain competitive,
manufacturers are continually seeking to improve
productivity, reduce total energy use and possibly
boost further investment.
Reducing the amount of energy used will also improve
a manufacturer’s carbon footprint and its overall
environmental impact, in line with government targets,
which will benefit the business’ corporate social
responsibility.
By looking at the type and source of the energy you use,
you can also improve your sustainability, resilience and
increase security for your business.
However, with the UK’s manufacturing sector reporting
the strongest orders since 1988 – managing energy costs
is not straightforward due to the uncertainties of future
energy prices and limitations on grid capacity.
This short guide will help you consider ways to reduce
your energy costs and manage your energy usage
more efficiently.

Take control of your
energy and your costs
There are several approaches to control
your energy, but two essential ways you
can manage your energy costs are by
reducing energy waste and lowering
reliance on grid electricity.
1. Reduce your energy waste
Carrying out even small energy
efficiency measures can have a serious
impact on overall energy savings in the
long-term, especially when planning
to generate on-site power. These small
changes can be:

•
•

Ensure production processes and
machinery are running efficiently
Eliminate energy losses from
uninsulated buildings and systems,
and ensure lighting and ventilation
systems are being used efficiently.

We know you don’t want to be using
more energy than you need to or
wasting it unnecessarily.

2. Reduce your reliance on electricity
from the national grid
Major manufacturers may consider
negotiating a long-term, fixed-rate
energy contract so that they can manage
their costs without the worry of future
unmanageable energy price rises. However,
this may not suit everyone. It’s possible you
can miss out on important cost savings if
energy prices drop.
Fixed-cost agreements do not offer any
flexibility or variation in energy use. For
example, if you wish to expand your
operations and increase electricity demand
and find that either extra capacity is
unavailable, or is on a long lead time, this
attracts additional costs that may well be
considered cost-prohibitive.
Generating on-site electricity is increasingly
becoming a sure-fire way of being less
reliant on grid electricity, while also
improving the security and reliability of
your power supply and reducing your
carbon footprint.
Temporary power using gas generators is a
solution that is increasingly being recognised
as a robust technical and cost-effective
proposition for many because of the more
favourable savings in time and costs.

Why choose rental gas
generation for your
temporary power?

Average annual fuel
prices for electricity have
been on a general upward
trend since 2005.”

1. Attractive energy prices
Energy prices can have a significant
effect on your bottom line. Operating
costs are more difficult to manage,
especially over the long term, when
energy prices vary considerably.
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The cost per kWh of gas is currently much
cheaper then electricity, and, therefore, the
more attractive fuel option.
When determining the economic viability
of gas-fired generation, the term “spark
spread” is used to determine the theoretical
gross margin of the power plant.
Spark spread is the difference between the
cost of selling a unit of electricity and the
cost of gas to produce the unit of electricity.
The more attractive the spark spread,
the better the cost benefits of using gas
generation.
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Renting gas generation – instead of
permanent, fixed plant (and the delays that
go with planning, procurement, design and
the wait for upgrades to the grid) – means
that the costs benefits of cheaper gas can
be obtained quicker.
Note: first, reduce on-site energy waste to
give a ‘baseline’ energy load – this means
the gas generation can be sized and
selected to operate at optimised output.

BEIS, Quarterly Energy Prices, 2017, Chart 3.1: Average annual prices of fuels purchased by the manufacturing industry

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/672802/QEP_Q317.pdf

2. Avoid renegotiation of energy costs
Renegotiating energy costs for a new or
extended contract, or in the event of a
proposed increase in supply, can be costly
and timely.
Renting on-site gas generation avoids the
higher costs expected from the distribution
network operator (DNO) and avoids delays
if the existing grid infrastructure
needs upgrading.
3. Avoid excess capacity charges
You could be faced with triad charges if you
cannot reduce your electricity consumption
at peak periods of demand. As part of your
electricity contract, by reducing your energy
consumption when required, your energy
charges would normally be reduced.
Renting gas generation to generate off-grid
electricity and cover these periods of ‘peak
lopping’ provides a cost-effective way of
avoiding triad charges.

4. The right solution for increased capacity
Increasing production capacity will
generally require an increase in electrical
power required on site.
However, you may be limited to a maximum
available capacity as part of your supply
contract. Also, the DNO may not be able
to increase the supply without major
infrastructure changes, which can take time
and cost money. Invariably, increased capacity
requirements attract increased charges.
Temporary power using rental gas
generators can be used to successfully
bridge the gap in demand and, in most
instances, work out cheaper. It may
certainly be worth considering temporary
power as a long-term solution.
5. Increased security to reduce
insurance costs
Contingency planning means that many
manufacturers are keen to insure against
productivity losses, including the losses
and potential damage caused by an
interruption to the site’s grid power supply.
The premiums for business interruption
coverage insurance, however, can be costly.
Having the provision of on-site temporary
power generation not only reduces the risk
against unwanted power outages but can also
help reduce the cost of insurance premiums.

Gas prices have been more
variable… but since the peak
in 2013, average prices have
fallen by 37%.”

Additional
benefits
1. Free heat energy
Heat from a temporary gas generator’s
exhaust system or from the cooling system,
which would otherwise be wasted, can
be harnessed, or recovered, and used to
generate steam for use in the production
process or for the heating system. If either
of these by-products can be harnessed,
this will provide another major benefit and
energy cost savings.
2. Off-balance-sheet finance
Business investors might be sceptical
whether a good spark spread will remain
positive and so will be cautious about any
major capital expenditure. The quandary is
whether there will be a satisfactory longterm return on investment, especially at
times where there is uncertainty of future
energy markets, i.e. during the post-Brexit
era in the UK.

Using temporary gas generation eliminates
the need for capital expenditure, meaning
money can be allocated elsewhere within
the business.
Rental gas generation units are available
with an operation and maintenance
provision as part of an agreement, further
saving on the business’ O&M costs. Remote
monitoring is normally included within
operating regimes, meaning that the
generators operation is always optimised
and any downtime minimised.

Renting is fast,
flexible and
cost-effective
At a time when the future of energy costs is
uncertain and over reliance on the grid can be
a risk to your business – rental gas generation
is the primary option to cut energy costs while
still increasing productivity.
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