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The title has three key elements:

Regulatory Models: The United States has possibly the most complex regulatory
model. We have a complex set of interactions between federal, state, and other
jurisdictions, supported by a lack of energy policy at any level. As a result, every state
functions differently and under a different set of rules.

We have created a situation that is sorely in need of change. 
Business Models: Since PUHCA, the utility business model has been mostly
unchanged with the exception of FERC orders 888 and 889 which resulted in the
separation of wholesale generation from the rest of the utility. 

I believe Distributed Energy is the disruptor that will challenge this model. 
Our industry: For the longest period of time our industry has been focused on
delivering reliable power to the customer. This mandate has almost been sacrosanct
in that it has been the core mantra that has virtually driven every decision made by
utilities. 

I believe this mandate needs to stay –
 electricity is too critical for just about everything and civilization will come to a halt
without it. 

The first set of questions we need to ask ourselves is that: 

 Is there a lesson to be learned from the telecom industry?

It is widely believed that the breakup of Ma Bell in the mid-80s led to several major
innovations including cellular technologies, the wide dispersion of the internet,
Voice-over IP, and the Smartphone. Are there similar opportunities that await the
next generation electric utility and if so, what would that look like? 
orders have the potential to allow the customer to take less power from the
incumbent utility. Potential future technologies may allow the customer to
completely disconnect from the utility.

Does that create the potential to create a stranded asset problem for the utility
coming from customers purchasing less power from the utility for the same asset
cost? 

The example of an upstart telecom wireless provider such as Cingular buying out
AT&T and becoming the new giant that it is in all aspects of telecom, wireless, cable
and so on gives way to new lines of thought in our industry. 

Is something like this possible in the electricity industry – and if so, who will be the
first player? Will existing utilities have the incumbent advantage to move? 

The New York REV effort of creating a DSP focused on standardizing the DER
interactions in a state through the creation of a retail market, centralized planning,
and an independent grid operator is something that is being watched very
carefully by almost every state in the country. In addition, several European
countries are also experimenting with this model. 

 How would you revamp our regulatory models and related business
models so that our industry can optimize the potential benefits of a
smarter grid while ensuring ongoing key goals of serving the public
with economic rates, operational excellence, high standards for safety,
and service reliability, are still met? 
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Will this or a similar model spread to other states in the US and if so – what will be
the role of the Independent Distribution Operator? Will we finally get some level of
standardization at the retail level and if so, how will these entities interact with the
wholesale markets?
·
The electric utility has survived for over 100 years - does it need to survive another
100? 

Is there an alternative to today’s T&D approach to delivering power – and if so (1)
what would it look like and (2) when would it become a reality? 

The second major question that still needs to be asked is: 

Do we still need an entity that has the job of ensuring ongoing key goals of serving
the public with economic rates, operational excellence, high standards for safety,
and service reliability, are still met? 

I believe that the answer to this is a YES – however, I am not sure whether the best
way to achieve this needs to be the utility. In the near and mid-term, it does need
to be the utility. The role of the grid as the infrastructure provider for the lowest-cost
electricity will not be in jeopardy. However, in the long term, this responsibility could
be provided by any number of entities – some still fully connected to the grid, some
using the grid as a backup option and some completely disconnected. 
This movement away from a utility would be enabled by newer technologies such
as microgrids, storage, and other DER technologies and accelerated as their costs
come down. 

However, the movement away from utilities is also not a foregone conclusion – as
the current provider, they will have the best opportunity to continue their present
strong position but they will also need to transform themselves into the most
optimal and flexible provider of services focused on the customer instead of the
infrastructure buildout. 

So what? 

As can be seen in this blog, there are more questions than answers. Given the pace
of change, one cannot predict where this future will lead us – but one thing is
certain. \

Today’s utility will need to change. 
Today’s regulatory regime will need to change

If these changes do not happen – we will have an extended period of chaos before
the legislative arm needs to jump in and enforce something that may make the
situation worse. 
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How would you revamp our regulatory models and related business models so that our
industry can optimize the potential benefits of a smarter grid while ensuring ongoing key
goals of serving the public with economic rates, operational excellence, high standards for
safety, and service reliability, are still met?  


