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1. Foundational Observations on Risk

• New business models, regulatory practices 
and paradigms are timely

• Affirmative risk management can avoid 
expensive mistakes

• Some current best practices will still be 
good ideas

• Fair compensation runs both/many ways

• Risk shifting is not risk minimization



For More see the CERES publication:

• Authors

– Ron Binz with

– Richard Sedano 
(RAP)

– Denise Furey

– Dan Mullen



2. Full Value of Customer Resources

• Ensure that the full value of customer 
resources are recognized in cost/benefit 
analysis, in tariff design and in rate design





3. Tariffs: Fair Compensation Runs 
Both/Many Ways 

• Two way, full value –
Cross subsidies?

• Regional differences 
matter

• Infant industry support 
OK

• Rules and terms of 
service matter

• Keep tariffs simple–
Consider time-based

• Innovative business 
models useful

• Incentives and rate 
design are distinct

• Throughput incentive a 
distinct challenge

• Consider “have not” 
customers



4. Rate Design: Price Signals Clear 

• Four simple principles











For More on Valuation, Tariffs and Rate 
Design see: 



5. Evolution: Performance Incentive 
Mechanisms

• Many activities can link compensation to 
performance

• Steps toward performance compensation





Steps toward PIM (Synapse: Woolf, et al 
forthcoming for WIEB)

1. Articulate goals

2. Assess current incentives

3. Identify performance areas that warrant 
performance metrics

4. Establish performance metric reporting 
requirements

5. Establish performance targets, as needed

6. Establish penalties and rewards, as needed

7. Evaluate, improve, repeat



A Call to Action

• Regulators and Utility Management have 
the tools they need, though some can be 
sharpened, but they should strive to be 
informed, active, consistent, curious 
and courageous
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