Baringa Energy Advisory

We understand energy
Europe’s rapidly evolving energy sector presents a complex array of economic, financial, strategic and regulatory
challenges. Baringa’s Energy Advisory practice empowers businesses to meet those challenges and take advantage
of the opportunities they present.
Formed by the merger of Baringa Partners with Redpoint Energy – a leading analytical and economic specialist energy
consultancy – the Energy Advisory practice offers a full spectrum of specialist advisory and analytical services, and transaction
execution support. We bring together an unparalleled knowledge of the European energy sector and a quantitative approach
built on evidence-based insight and powerful analytics. Our work is informed by knowledge of markets, regulation, assets,
operations and capital, and in-depth insight into their interdependencies and the impact of their interactions. We provide our
clients with a unique combination of flexibility, pragmatism and intellectual rigour.
Our expertise covers the entire gas and power value chain, upstream, generation, networks and retail. We count leading
organisations in the European energy sector among our clients. We are proud to be trusted advisors to network operators,
utilities, developers, investors, lenders and government bodies, and with the results we have delivered for these clients.
Our multi-disciplinary team consists of specialists with backgrounds in consultancy, finance, private equity, law, regulation
and utilities. Baringa Energy Advisory gives our clients access to an unrivalled collection of skills and experience in
economics, finance, business, science and engineering. The practice is led by partners who are recognised as leading
experts in the European energy sector.
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Baringa and your business
Europe’s energy sector is shaped by
multiple and occasionally conflicting
forces.

balancing, and to enhance security

Against the background of recovery
from recession, countries are trying
to deliver secure and sustainable
energy supplies whilst maintaining
affordability for domestic consumers
and protecting the competitiveness
of large industries. At the same
time, the European Union is pushing
through ambitious plans for single
electricity and gas markets to
facilitate cross-border trading and

in which we produce, transport and

of supply. Meanwhile advances in
technology are transforming the ways
consume energy.
Baringa Energy Advisory enables
clients to understand, address and
identify opportunities in this rapidly
changing environment.
We offer a comprehensive range of
services from the initial definition
of an issue through to design and
execution of a detailed solution.

Our services cover economic analysis,
due diligence, strategy development
and implementation, risk assessment,
business model design and
performance improvement, and are
designed to help clients:

•	understand the impact of policy
and regulatory change

• identify and act on new business
opportunities

•	optimise performance of assets and
businesses, and

• manage and adapt to risk and
volatility in earnings.
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Understand the impact of policy and regulatory change
With government and regulatory
intervention increasingly relied upon
to deliver long-term policy objectives,
policy makers and market participants
alike require deep insights into the
potential consequences:

•	will proposed market reforms
encourage investment?

• how will greater market integration

impact liquidity and regional energy
flows?

•	will risk be allocated efficiently?
•	how will market reform affect the
value of portfolios or funds?
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•	how can regulatory and commercial
hurdles be overcome to stimulate
innovation?

• what is the likely impact of market
change on consumers?

Our Energy Advisory practice is
engaged by a wide range of clients
in the area of market reform and
regulation. We work with governments
and regulators to shape and
implement market structures that will
achieve desired outcomes, and we
help investors, lenders, generators,
suppliers and network operators to
respond effectively to the changing
regulatory environment.

On behalf of our public sector clients,
we help define policy proposals
and conduct comprehensive
impact assessments of proposed
market changes and detailed costbenefit analyses. We also support
implementation programmes, such as
the roll-out of smart meters, facilitating
industry engagement and supporting
consultations. We are experts in
incentive design for network operators,
system operators and generators.
For network companies, our consultants
advise on benchmarking, price controls,
innovation projects, future demand
scenarios and the economic and
regulatory case for network expansion.

For energy companies, we assess the
impact of market and regulatory change,
at both the national and European level,
on performance and operations, and
advise on compliance issues.
For asset developers, we advise on
regulatory requirements and handle
specific issues, such as exemption
applications on their behalf, as well as
conducting wider policy and regulatory
due diligence for their projects.
At every stage, we apply our
understanding of energy market design
and regulation, and our in-depth
knowledge of each of the European
markets in which we work.

Real-world results:
Understand the impact of
policy and regulatory change
We have worked with the UK
Government since 2006 to analyse
the impact of policy interventions to
incentivise low carbon investment in
generation, and to promote security of
supply in electricity and gas markets.
Using innovative approaches to
simulate investor behaviours, we were
able to analyse the impact of given
interventions on costs, prices, security
of supply and decarbonisation. This
analysis informed the design of policy
options that was incorporated into

the UK’s Electricity Market Reform
Process. As this programme moves
from the policy design phase to
implementation, we continue to work
closely with both government and
industry on policy detail and to help
deliver the package of reforms.
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Identify and act on new business opportunities
The scale of investment required in
the European energy sector is vast,
and identifying the right opportunities
is immensely challenging:

•
•	where are the best returns for

what is the market’s future outlook?
investment in generation, gas
production, storage and network
assets likely to be?

•	what are the options for entering

the supply market, and which are
worth pursuing?

•	what types of business models and

commercial structures will enable
opportunities to be maximised in both
upstream and downstream power?
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• when disposing of assets, how can
the best value be secured?

• when acquiring assets, how is the

value determined and how should
risks be assessed?

Baringa Energy Advisory works closely
with investors and developers to
help them make the right investment
and divestment decisions in a rapidly
changing environment.
We develop new market strategies
and business models for established
players who wish to enter new
geographies or deploy new
technologies, as well as for businesses
entering Europe’s energy markets for

the first time. Our work ranges from
conducting pan-European electricity
market modelling to provide clients
with future price projections, to
detailed asset modelling that analyses
the impact of different macroeconomic and policy scenarios. We
provide clients with valuations and
risk assessments of individual assets
and portfolios, and we conduct
economic, commercial and regulatory
due diligence for both buy-side and
sell-side parties on transactions and
for project developers of power and
gas assets.

Our high-quality analysis, experience
and strategic understanding are
translated into regular reports that
provide clients with invaluable
insight into each of the key
European markets. These reports
can be enhanced with competitor
analysis and bespoke insights to
support profitable investment and
divestment decisions.
We have advised on transactions
across markets including the UK,
Ireland, the Netherlands, Belgium,
France, Germany, Denmark, Sweden,
Spain, Poland, Romania, Bulgaria and
the Baltic countries.

Real-world results: Identify
and act on new business
opportunities
An international equity investor
group wanted to assess the
economics of a coal-fired power
station in the European market
under alternative fundamental and
policy scenarios. We worked with
the company to conduct the initial
analysis and, once the asset had
been acquired, assessed further
capital investment options to
improve the plant’s efficiency and
gross margins, and evaluate the

potential conversion of some of the
units to biomass. Our comprehensive
understanding of both the market
and the asset added significant value
as we developed the governance,
trading and risk management
strategy on behalf of shareholders.
Our advisory mandate also extended
to developing a full hedging and
trading capability for the plant.
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Optimise performance of assets and businesses
Adapting to changing market
conditions is often necessary to drive
efficiency into the business and secure
margins. But uncertainties remain:

•	how will operations be affected by
macro-economic conditions and
proposed market changes?

• how should operating models be
adapted to enhance commercial
optimisation and improve
performance?

•	how should business models respond
to changing competitive dynamics?

•	as earnings profiles change over
time, how can the business be
future-proofed?
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Our consultants help clients identify
opportunities to enhance margin,
optimise assets and reduce costs,
and then to implement operational
improvements that will have the
greatest impact. We bring evidencebased insight of global best practice
from across the energy sector
to apply to individual assets and
operating companies.
To that end, we conduct benchmarking
and strategic reviews of clients’
assets, operating models, capabilities,
processes and systems to identify
where improvements can be made, and
explore potential synergies within and
between individual portfolios.

We develop and test alternative
business models, identify potential
partners, and evaluate various asset
optimisation and performance
strategies – before helping clients
to implement the most appropriate.
Our services range from exploring
future scenarios through ‘war gaming’
techniques, to offering a suite of boardlevel performance monitoring tools for
greater insight into performance drivers
across the value chain.
For every programme we undertake,
we remain focused on delivering
sustainable and enduring improvements
to performance that will enhance
returns over the long term.

Real-world results: Optimise
performance of assets and
businesses
An integrated utility with panEuropean scope needed to improve
the optimisation of its generation
assets, as its existing processes, tools
and systems were becoming obsolete.
We worked closely with the utility
to conduct a review, and delivered
a programme of work that covered
every aspect of the improvement
process from defining the scope
of the project, to implementing
a solution. As a result, the utility
adopted new optimisation tools,

upgraded its systems and established
a new set of processes and
accountabilities – and experienced
a significant improvement in its
bottom-line margin.
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Manage and adapt to risk and volatility in earnings
As traditional earnings models are
challenged by market changes and new
technologies, companies are looking to
realise value and protect themselves
in a range of market conditions and
asking fundamental questions:

•	what are the significant risks to
the business?

•	how can those risks best be
managed?

•	what strategies will add resilience
to earnings?

• how should future uncertainty be

factored into a technology strategy?
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At Baringa, we are experts in
analysing the diverse risks inherent
to the energy industry. We offer
an in-depth understanding of
the relevant risks in conjunction
with detailed insight into value
creation, helping clients develop
mitigation strategies that maximise
the commercial potential of their
business.
Working with clients to understand
the specific risks to their business,
assets or portfolios, our consultants
offer expertise in policy and
regulatory, operational, market,

financial and credit risk. Through our
in-depth analytics and sophisticated
modelling capabilities we are able to
advise on and implement solutions
for measuring risk, from discrete
stress testing to advanced ‘at risk’
measures.
Alongside the measurement of risk,
we work with clients to develop
appropriate governance, policies,
commercial structures, capabilities
and processes to manage risk
effectively.

Real-world results:
Manage and adapt to risk
and volatility in earnings
A large generator in Europe wanted
to add greater resilience and
diversity to its earnings profile,
and engaged us to analyse its
strategic investment options. We
mapped the company’s existing risk
profile, analysed the way in which
alternative investments would reduce
earnings volatility, and evaluated
how far such alternatives would lead
to improved margins. As a result, we
were able to develop a clear roadmap
that would enable the generator to
grow its business within the capital
constraints of its balance sheet.

Our services
Market advisory

Process optimisation

Policy development

Organisational design

Regulatory strategy

Commercial due diligence

Investment strategy

Post-merger integration

and analytics

Portfolio management

Trading arrangements

Competitor analysis

Revenue enhancement

Asset management

Cost reduction

Commercial and risk strategies

Restructuring

Market price projections
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For more information please contact:
energy_advisory@baringa.com
+44 (0)203 327 4220

About Baringa
Baringa Partners LLP is an award-winning management consultancy that
specialises in the energy, financial services and utilities markets in the UK and
continental Europe. It partners with organisations when they are developing and
delivering key elements of their business strategy, as well as working extensively
with government and regulators to provide policy and advisory services. Baringa
works with its clients either to implement new or optimise existing business
capabilities that relate to their people, processes and technology.
Baringa is recognised both in the UK and internationally for its unique culture,
which has been acknowledged by a number of awards and accolades and
continues to reaffirm Baringa’s status as a leading people-centred organisation.
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