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www.LeadershipLyceum.com Tom can be reached at thomas.linquist@
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caught up with Jim Torgerson, CEO of Avangrid, at the 2017 EEI Convention in Boston back in June.
Avangrid is a diversifi ed energy and utility company with more than $31 billion in assets and 

operations in 27 states. Avangrid has eight electric and natural gas utilities, serving 3.2 million 
customers in New York and New England.

Previously known as Iberdrola USA, in 2015 its name changed to Avangrid when it merged 
with UIL Holdings (parent of Th e United Illuminating Company and other Connecticut and Massachusetts based 
utilities). Avangrid is a subsidiary of Iberdrola SA of Spain, one of the world’s largest utilities.

Jim and I discussed Avangrid’s evolution since the merger. Jim provided insight into how technology and innova-
tion have created a magnifi ed volatility and opportunity in the utility industry requiring a forward-thinking approach 
to “stay ahead of the curve”. 

Tom Linquist: You’ve gone through some interesting changes over the last several years at UIL. It appeared Iberdrola 
had owned some assets they ended up selling to you. Th en they bought the whole company back from you, in 2015. 

Our renewables business 
is growing fairly dramatically. 
We’re one of the top three gen-
erators of electricity from wind 
in the U.S. and have almost 
6,000 megawatts of wind and 
another 800 megawatts under 
construction. We’re looking to 
expand that to 7,800 mega-
watts by 2020. Iberdrola and 
UIL saw those types of oppor-

tunities and growth, and that’s why we merged.
Tom Linquist: As a combination gas and electric company, are 

there opportunities you’re seeing in both areas? Is there a growth 
rate diff erential for those businesses?

Jim Torgerson: Gas isn’t growing quite as much now; it’s 
become more stable. We’re still seeing conversions in Connecticut 
and New York. In Maine, the electric growth opportunities are 
in transmission. 

Th e renewal business is more in wind and solar generation. 
Th ey’re really very price competitive today, compared to other 
generation sources. Th e cost for utility scale solar is down to 
$800 per kilowatt. When you compare to combined-cycle gas 
at $1,500 per kilowatt, utility scale solar has gotten more cost 
competitive. Wind is also around $1,500 per kilowatt. 

Innovation and technology in the wind area is just 
phenomenal. 

Th e technology in the nacelle itself is notable. Th e nacelle 
will dynamically move it so the turbine is always in the optimal 
position to get the most out of the wind. I know GE is talking 
about having off shore wind turbines that will be from 12 to 15 
megawatts. And the wind turbines we have today are mostly 
2.5 megawatts onshore, off shore is 6 megawatts, so I mean 
doubling the size.

Tom Linquist: A key area of focus over the last year has been 

Jim Torgerson: Yes. In 2010, we bought three gas utilities 
from them. Two in Connecticut, one in Massachusetts. I kept in 
touch with people at Iberdrola. Th ey contacted me about possibly 
doing something strategic together.

Th ey were impressed with how we grew the business that we 
acquired from them. Th ey saw that and said, “Hmm, maybe 
there’s something here.” And they also wanted to expand in the 
U.S. Th ey really wanted to have a vehicle in the U.S. that would 
refl ect value in the stock price of Iberdrola in Spain.

Because of the diff erential in P/E multiples that you have, 
they traded at a lower multiple than the U.S. companies. So, 
their companies here weren’t getting recognized. Th e transaction 
we did was to have a vehicle that traded in the U.S., which were 
really the shares of UIL. Now Iberdrola owns 81.5 percent; we 
still have 57 million shares that trade in the U.S.

So, that was part of it, and the other objective was to have 
a company that would grow. Iberdrola has entities all over the 
world: U.K., Spain, Brazil and Mexico. Mexico is growing pretty 
well. Th ey see the U.S. as the place to be. 

Tom Linquist: What is Iberdrola seeing as the future opportu-
nities here in the U.S.? What do they see beyond this beachhead? 

Jim Torgerson: If you look at Avangrid now, we’re looking at 
growing earnings eight to ten percent through 2020. Th ose are 
reasonable expectations for the transmission business. We’ve been 
able to grow the networks rate base by about six percent a year.

I

The nacelle will 
dynamically move 
it so the turbine 
is always in the 
optimal position 
to get the most 
out of the wind.
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companies, we look at how do we marry the distributed energy 
resources that may be in the system today. How do you operate 
the system and optimize it without overloading it? Utilities can’t 
worry so much about immediate cost recovery in everything they 
do. Google doesn’t care about that. Tesla doesn’t care about that.

Lot of companies won’t want to go down that path, but some 
will. I would bet Google and Tesla will. Th ey’ll just fi gure out 
how to make money at this eventually.

Tom Linquist: So, it appears you’re looking at Google and Tesla 
as your competition. You’ve got that in the back of your mind?

Jim Torgerson: Yes. Who are we really competing with that 
could be a challenge to our business model? And I think the 
business model for utilities is really changing now. It’s not the 

interoperability. How is Avangrid looking at interoperability in 
terms of generation and distributed resources?

Jim Torgerson: From our generation business, which is pretty 
much all renewable, we’ll use our control center in Portland, 
Oregon. If our customers want to buy wind, renewable energy 
we’ll do that. From an interoperability standpoint, we’ll also 
marry it with hydro-resources we have access to, our thermal 
plant, which is a gas combined-cycle. So, if a customer really 
wants energy all the time, we can control that from our own 
control center. We’re also a balancing authority now for that 
area of the country. 

So, we can manage the interoperability. When you get to the 
system where we’re not running generation, let’s say in T&D 
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in Spain. I may have the number wrong but it’s quite a few. Th ey 
also have these secondary substations, which really control down 
to a block-by-block area. 

So, they can then locate faults and track down power fl ows 
on their system more effi  ciently in these secondary substations. 
Th ey’re saving a lot of money doing that. So, they’re looking 
at diff erent ways to use the technology and innovation and 
actually applying it to their grid system. Th ose are things we 
need to be doing.

Tom Linquist: Over the next fi ve years, what are the biggest 
questions the industry needs to answer on the innovation front? 

Jim Torgerson: Well from an innovation perspective, how 
much are we going to use technology to move things along? 

same as it used to be. I mean customers, they’re customers, they’re 
not rate payers anymore.

Tom Linquist: Do you see a constraint to the ability to deliver 
technological innovations to customers?

Jim Torgerson: Well, with Iberdrola owning 81.5%, we have 
one of the largest utilities in the world. Iberdrola spends 200 
million Euros a year just on innovation and research today. So, 
we have much more capability than ever, which is very important. 
We couldn’t do that as UIL.

When I was in Spain a year ago, I found out about the “Star 
Program”. Th ey’re installing smart meters for every customer in 
the country. And keep in mind in Madrid and most of Spain, 
it’s apartment buildings. Th ey have 12 or 13 million customers 
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But, then the other part of it is as a utility, how much are the 
regulators going to allow you to invest in?

And will they see the need to make these investments, or 
will they rely on somebody else doing them? How far can we go 
with the digitization of the grid and making the grid smarter so 
that we can actually optimize 
it? And will we be able to work 
with regulators to do that? And 
if not, will we be willing to do 
it ourselves?

By using technology, those 
are the things we need to be 
doing. And I think the regula-
tors will see that it can be an 
either-or. Where you’re saying, 
okay, if I invest in this technol-
ogy, it’s going to save us by not 
investing in hard-wiring stuff . 
So, those are the things I think 
that regulators will defi nitely 
understand, and it will help the 
customers in the end.

Tom Linquist: Th e customer 

will be utilizing several features: solar 
on their roof, battery storage, elec-
tric vehicles…

Jim Torgerson: Potentially. But I 
think, depending on where you live, 
solar on your roof is still expensive. 
Here in the northeast, you don’t have 
sun all the time. And, so, it really 
might not make as much sense. 

However, if you have more of a 
what I’ll call a utility grade solar, 
where you have a solar farm, that 
could make more sense, and that’s 
where the costs are much lower. 
Rooftop solar is still double the cost 
of a grid size solar project. If they want 
to put it on their house, great, we just 
have to facilitate for them.

Tom Linquist: From a leadership 
perspective, during the next fi ve to 
fi fteen years, how do you see the evo-
lution of leaders and the necessary 
experience levels with respect to the 
new technology and innovation?

Jim Torgerson: Right now, twenty 
fi ve percent of our employees can 
retire today, forty percent by 2020. 

So, there’s going to be a turnover in people. We’re looking at this 
situation as an opportunity to change the skill and experience 
sets of our talent. 

And it doesn’t mean the people we have today aren’t talented, 
they are. But let’s face it, people my age, they’re not as in tune 
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with technology as someone who is twenty years old. 
Bringing in more talent that is accustomed to using technology 

is what we have to do. 
And from an executive standpoint, or leadership standpoint, 

we have to encourage people to innovate. And let them grow and 
let them recognize that being innovative is critical. 

We actually have people focused exclusively on innovation. 
And we’re using a group of employees to 
focus on innovative ideas, and we reward 
them on their innovative ideas.

Tom Linquist: How about the CEO’s 
role in innovation and change in a shift-
ing industry?

Jim Torgerson: A CEO needs to be 
looking years down the road and thinking 
about what is going to be disruptive, what’s 
going to change, and how do we change 
our company to be able to be in the right 
position moving forward. If you just keep 
doing what you’ve already done, you’ll be 
okay for a little while. But then, as you said, 
it is rapidly changing. 

Look at all the companies that failed to innovate. 
Tom Linquist : At the time they were generally well-

run companies.
Jim Torgerson: But, then they didn’t realize what was happen-

ing, so a CEO who doesn’t anticipate and lead change probably 
shouldn’t be the CEO. You really need to be thinking about 

what will change, and making sure your company is doing it.
I look at Iberdrola. Th e Chairman there recognized sev-

enteen years ago to get into renewables when no one else was 
doing it. Today it looks great. But that was a big risk back 
then. Th ey did it and now they’re the largest in the world on 
this, and have a great reputation. So, there is risk and there’s 
even personal risk.

But, that’s where you have to have a Board work with the 
CEO, so that everybody understands what can be done and 
should be done. And yeah, you’re going to make some mistakes. 
But you have to be able to take some risks and make sure the 
company’s going in a direction that’s sustainable. So, there’s 
more to sustainability then just carbon dioxide reductions. PUF

– Jim Torgerson

A CEO who 
doesn’t 
anticipate and 
lead change 
probably 
shouldn’t be 
the CEO.
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