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Investor Needs

Ratepayer Needs
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Delicate Balance

Investor needs
• Cost recovery

• Reasonable return on 
investment

• Reduced risk

• Policy certainty and 
transparency

• Favorable investment 
climate

Ratepayer needs
• Lowest reasonable rates

• Rate stability

• Reliable Service

• Cleaner environment

• Input in the ratemaking 
process

• Reliable  information
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Implication For Rate Setting

• Utilities must have confidence that they will 
have the opportunity to recover all costs, plus 
earn a reasonable return. 

• Ratepayers must be able to play a role in 
setting utility rates and establishing policies.
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Challenge To Regulators

• Rates must be set at the lowest reasonable 
cost, but not so low as to confiscate utility 
assets. 
– If rates are too high, ratepayers cannot pay.

– If rates are too low, investment evaporates.
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Investment Needs

• New generation capacity.

• Energy transportation.

• Fuel transportation.

• Efficiency Enhancement.

• Customer Services.
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Investment Benefits Ratepayers

• Increased reliability.

• Increased efficiency.

• More choices.

• Lower costs.

• Greener energy.

• Cleaner environment.
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The Need For Certainty

• Regulators can reduce risk by:
– Policy consistency and continuity.

– Recovery of prudently incurred costs.

– Rate of return commensurate with the risk.

– Transparent process. 

– Impartial process.
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Welcoming New Ideas

– Grid modernization.

– Renewable technologies.

– Advances in regulation.

– Regulatory reform.

– Innovations in customer 
service. 
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Streamlined Regulatory Cost

• Regulation can be expensive. 

• Investors must be confident that they are not 
paying too much for regulation.

• Regulatory agencies must operate efficiently.

• Regulations must not so burdensome that 
costs cannot be recovered. 
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Pitfalls to Avoid

• Political uncertainty.

• Rate shock.

• Policy inconsistency.

• Uncompensated costs and risk.

• Ineffective public outreach.
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If The Rules Are Right…
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Investors will come.

Consumers will get reliable service 
at the lowest reasonable cost.


