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The utility business model of the future will require a combination 
of two distinct, but related, revenue streams: first, a regulated 
business focused on asset optimization; second, a competitive 
energy business focused on smart energy products and services. 
This evolution will include activities that temporarily expand 
opportunities for regulated return growth, while encouraging 
development of new competitive products and services.  
Evolutionary activities will overlap and even compete for market 
share, ultimately shrinking traditional ratebase returns, while 
expanding opportunities for new competitive revenues.

The outcome of these regulatory activities, whether intended or not, 
is lower demand and ultimately, less opportunity for return growth.

To understand the imperative to aggressively pursue alternative 
revenue streams, utility leadership need only gaze beyond the 
immediate return growth horizon. Demand projections are flat 
and ratebase investments are slowing.  While the COSR model can 
still provide return growth, free cashflow associated with growing 
demand is no longer a sustainable model.  Ratebase investments 
have replaced demand growth for a decade, but they cannot carry 
that burden much longer. Regulated asset optimization is the best 
path for maximizing cash flow from efficiencies, but like ratebase 
investments, there is a point of diminishing returns.

Now is the time to take full advantage of COSR return growth 
levers, but recognize the inherent limitations of a business model 
dependent on demand growth.  Now is the time to align regula-
tory priorities and performance incentives to increase returns, 
while positioning to take advantage of new revenue opportunities 
along the last mile of the grid and behind the meter.  Now is the 
time for utility leadership to take deliberate steps that lead to 
sustainable return growth.

Now is the time to plant the seeds of a new competitive business 
that can be nurtured during this period of transition.  Utilligent.com | 888.442.4303

Utility 
Return

Growth Evolution

Many evolutionary activities are well underway.  
Some even generate short-term return growth.   
But at what cost? 

• California, Illinois and New York allow utility energy  
efficiency programs to earn performance returns, which 
increases short-term returns, but further  
lowers demand.

• Arizona and Florida utilities are testing solar and  
storage to avoid or delay traditional investments,  
reducing ratebase growth. 

• FERC is opening wholesale markets to storage, creating 
greater reliability for distributed generation.

Let Utilligent help you 
understand your return growth 
options and plan your utility 
business model evolution.  Our 
utility finance, regulatory and 
operational experts can help you 
develop, refine and implement 
your return growth strategy. 
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