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INTRODUCTION
For decades, consumers—including institutions, businesses and industries—viewed their utility costs as 

just another bill, a commodity delivered through the closest local regulated utility. Receive it; pay it.

This dynamic has been changing for some time now. Beginning in the 1990s, the mid-Atlantic energy 

market transformed into a dynamic, competitive market for electricity and natural gas service. With 

these changes, consumers have been able to choose the source of the energy delivered over their 

local utility distribution systems.

However, the institutional response to these changes has been incremental and uneven. At first, price 

alone was the most common determining factor for choosing a supplier. Today, more than 20 years 

after the first restructured markets opened, the forces of competition have yielded new products 

and service offerings, enabling consumers to look beyond price and to consider a variety of factors 

when choosing their energy suppliers. These far more sophisticated markets allow consumers to take 

advantage of new solutions that support a wide variety of business goals, including growth initiatives, 

energy security, public image and sustainability.

But with that evolution—and the myriad and ever-changing options and market participants now available 

to institutions and businesses—an internal energy management team or individual can easily be 

overwhelmed by the procurement process. So how do you begin?

DEREGULATION CREATES CHOICE, 
BUT HOW SHOULD I BE THINKING 
ABOUT MY ENERGY NEEDS?
As the restructured energy markets were maturing, consumers were experiencing unprecedented events 

that changed the way they viewed energy and affected the energy markets themselves. In just the past 

decade, the U.S. experienced a devastating economic recession that began in late 2007. Superstorm 

Sandy hit the East Coast in October 2012. The “Polar Vortex” descended upon the mid-Atlantic region in 

2014 and Marcellus Shale natural gas production, beginning in 2012, and accelerating in 2013 and 2014, 

added vast amounts of natural gas to our domestic supply. Even absent extraordinary weather events, 

energy prices have continued to swing, sometimes dramatically, between historic highs and lows.

As an example, the chart below shows the historical on-peak prices for natural gas and electricity over 

the past decade. While many other cost components eventually make up the total price of energy for a 

consumer, the underlying commodity prices shown below can represent over 50% of a consumer’s cost.
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This changing and volatile landscape necessitates a far more disciplined, comprehensive and ongoing 

approach to energy planning, one that elevates the process to a set of decisions that take into 

consideration many of an organization’s most important strategic issues and goals. 

In short, energy in any organization needs to be viewed not only as a commodity-focused decision 

driven only by price, but as an asset that can influence the way an organization functions and grows, 

and whose configuration will be evaluated by its constituencies—employees and prospective 

employees, customers, the media, shareholders and communities.

Consider a few of the above-mentioned events that in just the past decade have shaped our 

perception of the energy markets.

THE 2008 RECESSION
This event, whose impact stretched well beyond the official Bureau of Labor Statistics definition,1 had a 

profound impact on the growth plans of virtually every business and institution in the U.S. We learned 

that price does matter as consumers looked to save money as their businesses were impacted by the 

recession, but we also learned that the low price business models of some energy suppliers may not 

weather such harsh economic conditions. In stable times things tend to go well, but when systems and

12-MONTH HENRY HUB NATURAL GAS AND PJM WESTERN HUB ON-PEAK ELECTRICITY PRICES 
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business models are stressed by severe economic circumstances or weather conditions, energy buyers 

can be exposed to undue risk from suppliers going out of business if suppliers are not managing their 

obligations well. So, energy consumers need a relationship with their energy suppliers to understand 

their history and current business practices and low price may not always be the best long-term solution. 

MARCELLUS SHALE NATURAL GAS EXTRACTION
In just the past six years, production in what the U.S. Energy Information Administration (EIA) calls the 

Appalachia region or Marcellus Shale has increased at a far greater rate than any other major basin in 

the U.S.2 According to the EIA’s Drilling Productivity Report, natural gas production in the Marcellus and 

Utica shale regions has increased by 10.8 million cubic feet per day since January of 2013.3 This 

abundance of natural gas supply has put significant downward pressure on underlying commodity prices, 

and ten years ago, most energy buyers didn’t even know that this supply existed. So, energy consumers 

need to ask themselves what the supply/demand balance may look like one, five, or ten years from now? 

SEVERE STORMS AND TEMPERATURES
Energy consumers learned in the past decade that catastrophic storms can strike anywhere, often with 

devastating consequences—crippling electric grids and interrupting energy supply lines for weeks, if 

not months.

Superstorm Sandy hit the East Coast in October 2012, and more residential and business customers 

began considering on-site (distributed) generation and energy efficiency after facing a sustained a loss 

of electricity never before experienced on that scale. 3 
 

The 2008 Recession. This event, whose impact stretched well beyond the 
official Bureau of Labor Statistics definition1, had a profound impact on the 
growth plans of virtually every business and institution in the U.S.  We learned 
that price does matter as consumers looked to save money as their businesses 
were impacted by the recession, but we also learned that the low price business 
models of some energy suppliers may not weather such harsh economic 
conditions.  In stable times things tend to go well, but when systems and 
business models are stressed by severe economic circumstances or weather 
conditions, energy buyers can be exposed to undue risk from suppliers going out 
of business if suppliers are not managing their obligations well.  So, energy 
consumers need a relationship with their energy suppliers to understand their 
history and current business practices and low price may not always be the best 
long-term solution. 
 
Marcellus Shale natural gas extraction.   In just the past six years, production 
in what the U.S. Energy Information Administration (EIA) calls the Appalachia 
region has increased at a far greater rate than any other major basin in the U.S.2  
According to the EIA’s Drilling Productivity Report, natural gas production in the 
Marcellus and Utica shale regions has increased by 10.8 million cubic feet per 
day since January of 20133.  This abundance of natural gas supply has put 
significant downward pressure on underlying commodity prices, and ten years 
ago, most energy buyers didn’t even know that this supply existed. So, energy 
consumers need to ask themselves what the supply/demand balance may look 
like one, five, or ten years from now? 
 

 
 
 

                                                 
1 According to the U.S. National Bureau of Economic Research the Great Recession began in December 
2007 and ended in June 2009, lasting more than 19 months. 
2 https://www.eia.gov/petroleum/drilling/ 
3 https://www.eia.gov/todayinenergy/detail.php?id=33972 

U.S. GROSS WITHDRAWALS OF NATURAL GAS (JAN 2012-AUG 2017)
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The “Polar Vortex” of 2014 brought record-low temperatures to the mid-Atlantic region, putting a strain 

on generation and transmission resources and resulting in a spike in commodity prices. As a result, 

consumers began to carefully evaluate fixed versus indexed pricing structures and products, and 

supplier contract language. Here again, the unforeseen external conditions triggered during this period 

forced several key suppliers to exit the business as their market obligations may not have been appropriately 

managed, reinforcing the concept of risk management both for the consumer and for the supplier. So, 

energy consumers not only need to understand their current energy supplier, but their current energy 

contract terms and conditions based on the product they have purchased. 

BROADER BUSINESS TRENDS
The movement toward a reduced global carbon footprint continues to gain momentum and has increasingly 

led individuals and organizations to adopt sustainability and energy conservation programs as core values. 

These programs are not only good for the planet, but they can be good for business—reducing an 

organization’s business and reputational risk, and also enhancing its standing in the community, with 

customers, shareholders and among new and existing employees.4,5,6 

MAKING CHOICES THAT FIT YOUR NEEDS
From a high-level point of view, the essence of restructured energy markets is based on the principle of 

“splitting the bill” between competitive suppliers and local utilities, coupled with an understanding of how 

prices are set. Distribution utilities provide the local delivery service to the consumer’s home or business, 

with prices regulated and set by state commissions, just as they were prior to market restructuring.

Consumers do not have a choice regarding their local distribution company, which is determined by their 

geographic location. However, consumers can choose how dependent they want to be on their local utility 

company, as well as their energy and transmission suppliers—and this leads to a more complex buying 

decision. Depending on the physical configuration of an institution or business, energy solutions can 

include “behind the meter” onsite generation, shared or leased offsite solar or wind generation, energy-

related financial arrangements and even onsite combined heat and power and battery solutions.

As the economy grows more dependent on 24/7 energy, innovation and new technologies have significantly 

broadened the market for alternative energy solutions. In the past, consumers relied on the local utility to 

deliver commodity without interruption. Only those organizations in critical need of 24/7 operations, such 

as hospitals and airports, established on-site, backup generation. Today, a growing number of businesses, 

campuses and even residential customers are seeking on-site generation to reduce grid dependency and 

increase resiliency and reliability as they rely more and more on internet connectivity and technology. 

Demand for these solutions has also been stimulated by advancements in technology, which have 

lowered costs for solar panels,7 fuel cells,8 batteries,9 and combined heat and power solutions.10
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As it becomes affordable for more customers, adoption of 

on-site generation promises to expand as it provides greater 

reliability and supports sustainability goals, allowing 

consumers to select a fuel source and sync it with traditional 

commodity supply and purchases of Renewable Energy 

Credits or carbon offsets.

The deregulated era has also yielded energy efficiency 

innovation. Businesses and residential consumers are becoming 

more energy independent through increases in product 

efficiencies driven by U.S. Environmental Protection Agency 

and Department of Energy regulations. Advancements in 

software and remote monitoring devices have made initial 

building audits easier to complete for energy efficiency 

studies, and new technology and materials have driven 

improvements in physical building upgrades.

In addition, energy efficiency project funding exists through 

utility and government rebate programs, and financing options 

are now available through a variety of third-party providers, 

including some competitive energy suppliers. Over the years, 

businesses have taken advantage of these programs to 

upgrade lighting, heating ventilation and air conditioning 

systems, building controls and on-site equipment, such as 

computer servers. Residential consumers have focused on 

improving insulation, lighting and appliances to f ind 

savings. Financing for both efficiency improvements and 

alternative energy is increasingly available through state and 

local property assessed clean energy (PACE) loans, an 

innovative mechanism for financing energy efficiency and 

renewable energy improvements through a voluntary special 

assessment on their properties.11

MOM’S ORGANIC MARKET 
ADOPTS ORGANIC ENERGY
In July of 2016, MOM’s Organic Market, a 
family owned and operated grocer based 
in Rockville, Maryland, began purchasing 
electricity from a designated solar farm 
located in a green field in Kingsville, 
Maryland. Bundled with national solar 
renewable energy credits (SRECs), this 
1.5-megawatt DC system is projected to 
generate 2,124,000 kilowatts per year. 
MOM’s will purchase the entire system’s 
output for the next 20 years at a fixed 
price.

The financial arrangement was made via an 
offsite solar electricity supply agreement 
with WGL Energy Services. This contract 
enables midsize retail operations like 
MOM’s, which typically lack rooftop or land 
coverage for onsite “behind the meter” solar 
generation, to receive the financial and 
advertising benefit of solar energy, as well 
as price certainty for a percentage of their 
energy needs.

This particular custom solution also fills a 
gap in the marketplace for businesses not 
eligible for municipal solar programs or 
lacking in-house energy departments to 
manage complex transactions.

CONCLUSION
Energy consumers should develop an energy plan in order to better navigate an ever-changing 

marketplace. A comprehensive strategy can help turn energy into an asset, providing solutions that 

can differentiate a business, ensure energy resiliency and security, and provide increased budget 

certainty.  While the unique energy challenges and questions facing your business may appear 

daunting at first, the important thing is to start planning for: today, tomorrow, next quarter, next year, 

and five years from now.  How will your new energy plan help your business?

MOM’S ORGANIC MARKET 
ADOPTS ORGANIC ENERGY
In July of 2016, MOM’s Organic Market, 
a family owned and operated grocer 
based in Rockville, Maryland, began 
purchasing electricity from a 
designated solar farm located in a 
green field in Kingsville, Maryland. 
Bundled with national solar renewable 
energy credits (SRECs), this 
1.5-megawatt DC system is projected to 
generate 2,124,000 kilowatts per year. 
MOM’s will purchase the entire 
system’s output for the next 20 years at 
a fixed price.

The financial arrangement was made via 
an offsite solar electricity supply 
agreement with WGL Energy Services. 
This contract enables mid-size retail 
operations like MOM’s, which typically 
lack rooftop or land coverage for onsite 
“behind the meter” solar generation, to 
receive the financial and advertising 
benefit of solar energy, as well as price 
certainty for a percentage of their 
energy needs.

This particular custom solution also fills 
a gap in the marketplace for businesses 
not eligible for municipal solar programs 
or lacking in-house energy 
departments to manage complex 
transactions.
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WHERE TO START?

• Consider first putting together a detailed energy audit.  
How are you providing for your energy needs now, and what is 
your anticipated demand in the future? What will you need three 
months from now, a year from now or five or 20 years from now? 
How confident are you in your suppliers and the supply chain 
upon which they depend? Have you been subject to supply 
interruptions or unacceptable price volatility? Will you be 
expanding your facilities, and where?

• A key underlying factor in all the above questions is your 
definition of business risk. To what degree are you willing to 
sacrifice the certainty of a fixed price contract for some 
degree of volatility, and the accompanying lower prices this 
concession can sometimes deliver? An important factor in this 
decision involves your business or institution’s ability to 
control your energy load in times of high demand.

• Do you have a clear understanding of your existing energy 
contracts, and how they may affect your decision-making 
process? Equally important, are you conversant with the terms 
and conditions—and potential blind spots—in the sophisticated 
energy supply contracts currently on the market? For example, 
while some contracts would seem to offer price security, they 
may contain terms and conditions that may lead to adverse 
consequences.

• In a broader sense, what are your corporate goals and values? 
Is sustainability already an important value in your business, or 
do you have plans to increase your focus on this element of 
your business? In either event, have you established 
sustainability goals that may benefit from alternative energy 
solutions?

• Are you having trouble hiring people? With unemployment at 
record lows, would a more environmentally conscious energy 
supply help in your recruitment efforts? Have you calculated 
the true economic cost of the available candidates in your 
hiring pool, current hiring times and recruitment expenses 
relative to an energy solution that may make your organization 
more attractive?

Before businesses and 
institutions can make an 
informed decision on how best 
to manage their energy needs, 
they must first have a clear 
understanding of their goals 
and priorities.

EVALUATING YOUR ENERGY NEEDS: 
PROCESS

While all these considerations may seem overwhelming 
at first, a step-by-step process can bring order to it all, 
and in the end lead to a well-informed decision that 
meets your strategic business goals. The trick is to start. 
Once you begin answering a few of the questions 
above, you will begin getting answers that will set you 
on your way.



WGLEnergy.com
9

ABOUT THE AUTHOR 
Clint Zediak is currently the Vice President of Sales for WGL Energy Services, Inc. He has over two 

decades of experience in sales, business development, analysis, risk management and business 

operations. Clint holds an M.B.A. from the University of Pittsburgh and earned a B.A. in Nuclear 

Engineering from Penn State.

FOOTNOTES

1 According to the U.S. National Bureau of Economic Research, the Great Recession began in December 2007 and ended in 
June 2009, lasting more than 19 months.

2https://www.eia.gov/petroleum/drilling/

3https://www.eia.gov/todayinenergy/detail.php?id=33972

4 “A Resource-Based Perspective on Corporate Environmental Performance and Profitability,” Michael V. Russo and Paul A. 
Fouts. Academy of Management Journal, Vol. 40, No. 3; published online: 30 Nov 2017. https://doi.org/10.5465/257052.

5 Consumer-Goods’ Brands That Demonstrate Commitment to Sustainability Outperform Those That Don’t, October 10, 2015. 
The Nielsen Global Survey of Corporate Social Responsibility and Sustainability conducted Feb. 23–March 13, 2015. https://
tinyurl.com/h7qfh56.

6 “Sustainability and business-to-business marketing: A framework and implications,” Arun Sharma, Gopalkrishnan R. Iyer, 
Anuj Mehrotra, R. Krishnan. Industrial Marketing Management. Vol. 39, Issue 2, Feb. 2010, pp. 330–341.

7 https://blogs.scientificamerican.com/plugged-in/the-price-of-solar-is-declining-to-unprecedented-lows/

8 https://www.home-alternative-energy.com/alternative-energy-cars.html

9 https://www.energystoragenetworks.com/trending-in-storage-battery-costs-continuing-to-decrease/

10 https://www.energy.gov/sites/prod/files/2016/04/f30/CHP%20Technical%20Potential%20Study%203-31-2016%20Final.pdf.

11https://tinyurl.com/ydb76t54



© 2019 WGL Energy Services, Inc.  
All Rights Reserved

THANK YOU
For more information, contact Clint Zediak at
Clint.Zediak@wglenergy.com


