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	Synopsis





With the passage of the Energy Policy Act of 1992, the process of deregulating the electric industry was begun.  Because of this historic change towards a competitive arena, the utilities, their customers and energy service providers have begun to reexamine their relationships.





How will building owners, each with varying degrees of sophistication, choose their suppliers of these services?  Who will supply them?  What will it cost?  How will it impact the tenants/occupants?  How will the successful players bring forward the right product to the marketplace to stay profitable?  And how will more and better commissioning, O & M, and energy services improve the bottom line?





This paper reviews the historic relationships between utilities, their customers, and energy service providers and the tremendous possibilities for doing business in new and different ways.   Of particular concern to building owners is who will be best able to supply these services in the future and if they will improve quality and reduce costs.
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	Introduction








The passage of the Energy Policy Act (EPACT) of 1992 has begun the process of drastically changing the way that utilities, their customers, and the energy services sector deal (or not deal) with each other.  Regulated monopolies are out and customer choice is in.  The future will require knowledge, flexibility, and maybe even size to parlay this changing environment into profit and cost saving opportunities.





One of the provisions of EPACT mandates open access on the transmission system to "wholesale" customers.  It also provides for open access to "exempt wholesale generators" to provide power in direct competition to the regulated utilities.  This provision is fostering bilateral contracts (those directly between a generator and a customer) in the wholesale power market.  The regulated utilities then continue to transport the power over the transmission grid and ultimately, through the distribution grid, directly to the customer.  





What EPACT did not do was to allow for "retail" open access.  Unless you are a wholesale customer, power can only be purchased from the regulated utility.  However, EPACT made provisions for the states to investigate retail wheeling.  Many states have held or are currently holding hearings.  Several states either have or will soon have pilot programs for retail wheeling.








	The Potential Impact of Retail Wheeling








With an annual electric bill of over $85,000,000, The Rouse Company and its subsidiaries and affiliates, are customers of 45 electric utilities.  The cost of electricity varies from 3.5 cents to over 12 cents per KWH.  The price for electricity is markedly different in neighboring regions, states, and even across adjacent property lines.  The Rouse Company has been making energy supply choices on both new building construction and existing building operations since the first building was built.  This has included negotiations with utilities for primary service, business recovery, economic development, interruptable and other rates advantageous to ourselves and our tenants.  We also have directly purchased natural gas from marketers and brokers on the open market.





Many believe that electric deregulation will even out this difference and bring down the total average price through competition.  Data from other industries supports many of my colleagues as well as my own beliefs that deregulation will result in a reduction in electricity costs.  Figure #1, which was taken from a research project report by Mercer Management Consulting, Inc. Copyright Edison Electric Institute, details the cost experience of five industries after deregulation.  The reduction in cost for those industries has ranged from 35 to 65 percent.  The first year reduction ranged from almost no change to a 15 percent reduction.  





I recently conducted an Internet survey of energy professionals from utilities, customers, energy services companies, and regulators.  The consensus was that retail wheeling would arrive in 2.9 to 4.4 years and that the average change in prices would result in an 8.6 percent decrease to industrial, a 5.8 percent decrease to commercial, and an increase of 4.9 percent for residential.  The respondents also indicated that at an average reduction of 8.1 percent, customers would switch utility suppliers.  In the survey, there was a wide range of results depending upon the background of the respondent.  In general, customers thought deregulation would come sooner and have more advantages than either the utility or energy service sectors.  (Figure #2).








	Commissioning, O & M And Other Energy Services








All of this provides for interesting background and statistics, but what does it mean to those of us interested in providing and procuring commissioning, O & M (operations and maintenance) and the other energy services required to build and operate buildings effectively.  Just as almost every business enterprise has experienced changes in the way that they operate in the 90s, the electric utilities, their customers and the energy service sector must also transform.  Competition is the name of the game and the utilities are just starting to feel the pressures just as the unregulated business sectors have previously.





Customers and energy services companies are already getting into the utility business of generating and delivering power.  Utilities are also getting into the act by going beyond the meter and supplying chilled/hot water, conditioned air, and comfort.  In doing so, many utilities are setting up unregulated subsidiaries to provide commissioning, O & M and many other energy services to customers located within their territory, and nationwide as well.  Figure #3 illustrates the various models that exist now and in the future for customers, utilities, and energy services companies.





One of my colleagues exclaimed, "Great, where do I sign up," when I explained the concept of square-foot pricing for comfort.  Although I personally believe that a well run in-house commissioning and O & M program produces the best results, many in the building industry share my friend's sentiments.  Many believe that their operations would be improved if HVAC, lighting, and comfort were outsourced to a competent and competitive specialist company.  The preponderance of the respondents to the Deregulation Survey also believed that the energy services sector would be better able to supply commissioning and O & M services than either the customer themselves or the utilities.
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When energy suppliers and energy users start thinking in terms of the cost to provide comfortable space instead of cost per kilowatt hour, the number of energy projects should increase dramatically.  The dependance on energy projects to deliver savings, that the utilities and energy services companies must then guarantee, will place greater emphasis on assuring reliable and efficient operation.  And the only way to get the savings results out of efficiency improvements is with proper commissioning at the start and a comprehensive O & M program to guarantee the savings over the long term.  








	Conclusion








Deregulation of the electric utility industry is coming in two to four years.  Competition, customer choice and generally lower costs for KWHs and end uses of energy will prevail. This will cause the electric industry, their customers, and the energy services sector to reexamine their methods of operating their businesses.  Utilities, customers and energy service companies will try to get into each other's areas of business.  Energy efficiency projects will multiply tremendously.  As the emphasis moves from providing KWHs to providing comfort; commissioning and O & M will take on a more significant role in guaranteeing results.  The end result will be additional business opportunities for utilities and energy service companies and lower costs for the customer.
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