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Utility Business Models for Grid Connected Storage

Executive Summary
Energy storage defines a broad range of technologies that
capture electrical energy for later consumption. The ability 
to store electricity for later use, or the decoupling of when 
electricity is generated from when it is consumed, provides 
the basis for a variety of services and potential value to 
end-use retail customers, the wholesale market, and the 
electrical grid. This paper summarizes the key factors that 
influence utility business models for energy storage and
provides case studies highlighting projects employing 
creative business models.

Battery energy storage systems (BESS) are the primary 
storage technology being deployed. This paper focuses on 
“grid-connected” lithium-ion BESS deployed by or on behalf 
of an electric utility. We address large “grid-connected” 
battery storage systems that are interconnected on the 
utility side of the meter (aka, front-of-the-meter or FTM)  
at the distribution or transmission level. 

Energy storage, more so than other asset types, requires 
utilities to think differently about many aspects of the
electricity system. Most obvious and most fundamental is 
that energy storage is both an electricity resource (i.e., acts  
like generation) and a load (i.e., consumes electricity). This 
unique ability to act as either a generator or a load yields 
a very flexible asset that challenges traditional regulatory 
definitions and grid operating philosophies. This same 
flexibility makes energy storage valuable to investors, utilities, 
grid operators, and end-use customers due to the many 
services it can potentially provide. This flexibility also makes
storage a natural complement to other rapidly growing 
renewable energy assets such as solar and wind.  
However, utilizing this flexibility and integrating storage
with traditional utility-controlled assets poses new 
challenges and introduces complexities into grid 

operations that must be addressed as part of utility 
business models for storage. 

Utilities can recover energy storage costs under the 
traditional Cost-of-Service Regulation (COSR) model  
to the extent they can show storage benefits exceed cost  
and the storage asset provides useful service to customers. 
This is becoming more common, as storage costs decline 
and utility interest in storage investments grows.

For utilities, the open questions about energy storage 
include:

n When can the utility own and operate energy storage?

n Can energy storage be deployed safely and
cost-effectively

n What services can energy storage provide?

n Will the compensation for providing services justify
investments in storage assets?

These questions need answers before utilities will deploy 
energy storage systems broadly. To help answer these 
questions, utilities are employing creative business models 
to enable initial storage projects. The key factors impacting 
utility business models for storage discussed in this paper 
include the following:

n Monetizing Multiple Value Streams

n Incorporating Storage as Part of a Microgrid

n Addressing Renewable Intermittency with Hybrid
Configurations

n Storage as a Non-Wires Alternative (NWA)

n Locational Constraints and Demand Cost Reduction
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