Top 5 Concerns (continued)

How Smart Grid Technology Can Help
Smart grid technology promises to play an
important role in helping utilities address
future challenges. Today, data from meter
and sensor networks provides a picture
of what’s happening on the grid at any
given moment. Coupled with advanced
analytics, this view of the grid goes beyond
the substation to provide details such as
end-of-line voltage, transformer loading
and power quality across the grid. Energy
management systems can also use this
data for managing the integration of
microgrids and energy storage.
“The good news is that this
transformation has already started,”
says Houseman. But he believes the
monitoring and control capabilities will
need to become even more refined to
protect power quality and grid stability
as distributed generation and microgrids
become more prevalent.
There is also a gap in knowledge
about how to operate the new technology.
Workforce concerns expressed by many
utilities go beyond pending retirements. Very
soon, they’ll need to recruit or train workers
capable of delivering a new set of services
and managing unfamiliar infrastructure
and technology. This is especially true for
consumer services not previously delivered
by the utility.
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And of course, new technology also
means more opportunity for data intrusion.
Although cybersecurity isn’t at the top of the
priority list, it’s still a concern for utilities.
“It’s always a concern of someone at the
utility, and certainly at a broader level as
distribution networks
become more
interconnected and
interdependent,”
Camp says.
While top industry
challenges
vary by region,
there is enough
interdependency
that the priorities
will need to be
addressed nationally,
rather than stateby-state. This will
involve cooperation
and commitment from policy makers and
regulators at all levels.
“If we come to a common understanding
about what we expect of the grid and
what it needs to do,” says Harrison, “we
can determine what needs to happen to
move forward.”
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The
Going
Rate
What’s the
Future of Utility
Rate Structures?

While technology has
greatly evolved in the
last two decades, utility
rate structures have not
kept pace. Utilities still
recover costs for their
infrastructure and capital
expenditures based on a
volumetric rate.
This worked well when load growth was
a given. Now, a wide range of factors is
impacting both load growth and the entire
utility rate structure.
The ways in which U.S. regulators are
responding to these challenges vary by
region. States such as New York are
exploring services-based systems, while
other regions are pushing for fixed variable
rate recovery. Overall, however, regulators
are now looking at decoupling the link
between electricity sales and revenue.

ELECTRICITY
SALES

Broadly defined, decoupling means
the utility is not dependent on
volumetric throughput to recover
fixed costs. There are a number of
ways to do this, including fixed variable cost
recovery. The important point is that fixed
costs for providing service aren’t negatively
impacted by decreased sales. This
incentivizes utilities to implement demand
reduction and energy efficiency programs.
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News from Landis+Gyr:

The Going Rate (continued)

Challenges to Load Growth and Utility Rate Structure
Flat demand. For a variety of

Changing regulations. Utilities

Reliability challenges.

Third-party services. As more

Automatic or semi-automatic price
adjustments between rate cases enable
utilities to capture allowed revenues even
if sales fluctuate. And service-based
structures apply market-rate thinking to
performance indicators such as reliability.

New and creative methods for recovering
capital, operations and maintenance
costs of grid infrastructure are needed to
ensure the success of tomorrow’s utility.
Utilities must also capitalize on technology
investment incentives to ensure a
sustainable and versatile smart grid.

reasons, demand can no longer be
counted on to cover the cost of utilities’
capital expenditures. This situation will
further cloud the future if it impairs the
ability of utilities to borrow capital for new
infrastructure upgrade projects.
From aging infrastructure to severe
weather events, challenges to grid
reliability are driving investment in
distributed generation, microgrids and
other technologies not accounted for by
current rate structures.

All of these changes point to a performancebased ratemaking model — a solution to
replace traditional cost-of-service regulation
for a higher rate of return when utility
performance metrics are higher.
“Performance-based ratemaking (PBR)
isn’t a completely new model,” says Ward
Camp, Vice President, Regulatory and
Governmental Affairs, Landis+Gyr. “Many
aspects of PBR are used throughout
North America today. As technology has
advanced so that utility performance can be
better measured and verified, commissions
can feel comfortable knowing that the
utility is doing a good job and entitled to
rate recovery.”
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must find new, cleaner sources of energy to
meet the requirements of the coming EPA
Rule 111(d). This will impact the use — and
amortization schedules — of older, highemitting resources. Capital recovery plans
will need flexibility to meet revised usage.
customers or communities provide power or
localized distribution, rate mechanisms will
need to reflect the new role of utilities as a
service rather than a commodity.

Regulators will need to
put rates in place that
compensate utilities for
taking risks.
A performance-based model in which
utilities can get rate recovery based on
how well they perform, rather than the
system’s volumetric throughput, may be the
accelerator utilities need in order to adapt to
a services-driven future.

Landis+Gyr
Reports Growing
Adoption of Smart
Grid Networks
among Public
Power Utilities

Landis+Gyr signed 31 new advanced
metering and smart grid network
deployment contracts with municipal and
cooperative utilities during the first seven
months of 2014.

The initial agreements include more than
300,000 metering endpoints. Over time,
contract volume and revenue could triple
in size, as several customers have the
potential to expand their projects. The new
business represents a mix of customers
migrating from one-way network technology

and new customers deploying Gridstream®
networks for two-way advanced metering,
load and grid management, and consumer
engagement capabilities.
The migration path to future-ready
communication networks and grid sensors
includes both Gridstream RF mesh network
technology, offering reliable connectivity
to meters, sensors and grid automation
devices, and Gridstream PLX, a next
generation PLC network that supports
15-minute interval data from every meter.
For existing Landis+Gyr customers,
migrating is made easier by a common
head-end software platform and multiplatform data collectors that support new
and legacy endpoints.
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