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 This $2.10, about the cost of a fast-food cheeseburger or one and a half sodas per month, is a 
payment to a rainy day fund. It’s cheap insurance, a guarantee that your ratepayers’ utility service 
will stay sound and fairly uninterrupted. If you never have to use the fund, it earns interest, lowering 
the future bills your ratepayers need to pay. It’s a ‘win’ all the way around. If you will correctly and 
convincingly demonstrate why this insurance and savings makes sense and that you will manage it 
well, your ratepayers will adopt a positive frame of mind and be glad to pay this temporary 
premium. 
 
 Unfortunately, building reserves may be the least of your rate increase worries. You have 
probably been cutting corners on other, more substantial things that, over the long-haul you can’t 
cut. Your rate increase is going to be bigger, probably a lot bigger. If that is your situation, your 
message to your ratepayers needs to be something like this: 
 

We have enjoyed unsustainably low rates for a long time by leaving equipment 
replacements and system upgrades for the future. The future has arrived so it’s time 
to catch up.   

 
 By the way, before you give this message to your ratepayers you might want to notify your 
therapist and the police department. It never hurts to have help standing by. 
 
Conclusion 
 To set rates well you need to get into the right frame of mind and put your ratepayers into the 
right frame of mind, too. Remember, and use the four facts about utility businesses and the four 
facts about ratepayers. As much as possible you want to stay off your ratepayers’ service radar 
screen and on their rates radar screen, but with a pleasant image. When it comes time to propose a 
large rate increase, make your business case for the new rates. You need to make that case to your 
ratepayers convincingly and empathetically. Almost everyone will initially be shocked. But your 
ratepayers will weigh your message and find it to be sound. They will also understand that the rate 
increase will affect them little in real terms (though that may not be the case for some.) Then, they 
will pay the rate, stop thinking about you and go on with their busy lives. 
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