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Innovative Regulation: A Survey of Remedies for Regulatory Lag

VII. Conclusions

Regulation of North American energy utilities is evolving to address the problem of regulatory lag.
Innovations are occurring, and some older variants on traditional regulation are again finding favor.
Approaches detailed in this report are sometimes used in combination. A capex tracker for AMI may, for
example, be combined with a forward test year or a multiyear rate or revenue cap.

The variety of approaches that have been established reflects the varied circumstances of individual utilities.
Some are vertically integrated, while others are more specialized power distributors. Investment needs and
trends in average use vary greatly. No single approach is right for every situation. The availability of
multiple remedies for the underlying problems increases the chance that an approach has already been tried
that fits the situation of almost any electric utility. Numerous precedents for an approach should raise
confidence that it makes good sense under fairly common circumstances.

Taken together, the many innovations described in this survey can encourage utilities to make smart
investments, reduce long run costs, and improve service quality without rate shock or unnecessarily frequent
rate cases. Ultilities can be encouraged to promote energy efficiency and peak load management
aggressively. Stakeholders to regulation across America should give priority attention to these options and
consider which combination of remedies to regulatory lag works best in their situation.
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The Edison Electric Institute (EEI) is the association of U.S.
shareholder-owned electric companies. Our members serve
95% of the ultimate customers in the shareholder-owned seg-
ment of the industry, and represent approximately 70% of the
U.S. electric power industry. We also have as Affiliate mem-
bers more than 80 International electric companies, and as
Associate members more than 200 industry suppliers and
related organizations.

Organized in 1933, EEIl works closely with all of its mem-
bers, representing their interests and advocating equitable
policies in legislative and regulatory arenas.

EEI provides public policy leadership, critical industry data,
market opportunities, strategic business intelligence, one-
of-a-kind conferences and forums, and top-notch products
and services.

For more information on EEl programs and activities,
products and services, or membership, visit our Web site at
www.eei.org.
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