
Our Practice

NERA provides regulatory advice and litigation support to energy utilities involved in rate review proceedings. These services 

combine NERA’s in-depth industry experience with its recognized expertise in regulatory economics and empirical analysis. 

NERA economists often rely on econometrics and other quantitative methods in their advisory work and expert witness reports. 

Members of our practice have conducted specialized research to assist law firms and utilities in resolving complex measurement 

issues in various regulatory jurisdictions. 

At A Glance

Statistical Support for Rate Cases

Our Focus

NERA’s services in this area involve a variety of quantitative 

applications, which are tailored to meet our client’s specific 

statistical needs. Some specific areas of focus include:

Demand Forecasting

NERA is well recognized as being one of the foremost 

providers of economic, regulatory and modeling support 

to electric utilities and energy companies. Almost since 

our inception in 1961, NERA has been involved with 

electric utility demand forecasting. Beginning in the late 

1960s, NERA consultants began research on econometric 

estimation of residential demand for electricity. This work 

was among a handful of studies of residential commercial 

and industrial demand for electricity available at the time. 

Based upon that research, NERA began development 

of an econometric-based load-forecasting model for 

electric utilities. That model was then used to support 

individual company regulatory hearings in connection with 

construction of new generating units and other issues. 

The econometric forecasting model was geared toward 

estimating both consumer fuel choice and utilization 

rates for key energy consuming activities, and toward 

individual industry modeling of demands. Thus, a natural 

outgrowth was an integrated energy mode focusing on gas 

and electric requirements by geographic load center, the 

NERA Gas and Electric Model. Further research has lead to 

extensions of the econometric analysis underlying NERA’s 

load forecasting efforts, such as a more formal modeling 

of peak load requirements for given energy load forecasts. 

NERA continuously strives to update and improve its 

demand forecasting capabilities.

Sampling Issues 

In some instances, information that is used in tariff reviews 

must be based on sampled data, particularly in situations 

when accessing the entire population may be too costly 

or impractical. The selected sample must be well defined 

in terms of its size and configuration in order to achieve 

desired level of accuracy, while at the same time making 

the best use of the resources available for this effort. 



Selected Clients

Associated Group of East Coast Gas Distribution Clients 

Commonwealth Gas

Energy Research Group

MGI

New York Power Pool

Nicor Gas 

PSE&G 

Shell Oil

About NERA 

NERA Economic Consulting (www.nera.com) is a global 

firm of experts dedicated to applying economic, finance, 

and quantitative principles to complex business and legal 

challenges. For over half a century, NERA’s economists have 

been creating strategies, studies, reports, expert testimony, 

and policy recommendations for government authorities 

and the world’s leading law firms and corporations. We 

bring academic rigor, objectivity, and real world industry 

experience to bear on issues arising from competition, 

regulation, public policy, strategy, finance, and litigation.

NERA’s clients value our ability to apply and communicate 

state-of-the-art approaches clearly and convincingly, 

our commitment to deliver unbiased findings, and our 

reputation for quality and independence. Our clients rely 

on the integrity and skills of our unparalleled team of 

economists and other experts backed by the resources 

and reliability of one of the world’s largest economic 

consultancies. With its main office in New York City, NERA 

serves clients from more than 20 offices across North 

America, Europe, and Asia Pacific. 
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NERA’s expertise in statistical sampling methods is available 

to assist utilities with their sample design and data analysis 

objectives.

System Design Standards

The evaluation of a utility’s system design standards is 

primarily a statistical issue. Traditionally, utilities have 

chosen their design standards based on certain probability 

that extreme weather will exceed their chosen level. 

Usually, this analysis is based on the assumption that daily 

weather data is distributed normally. NERA consultants have 

gone a step further and done a “statistical distribution” 

analysis to verify this assumption, and thus rule out the 

possibility that the data might have a different type of 

distribution (e.g. extreme value). This validation can be 

crucial, given that with a different underlying distribution 

the same data will provide a substantially different result. 

Of course, the purpose of this examination is not to add 

greater complexity to the analysis but to arrive to a more 

precise result that could save the utility resources in meeting 

its design objectives. NERA has also introduced other 

innovations to improve its design analysis such as formally 

taking into account the expected costs and benefits of 

alternative standards. 

Weather Normalization Analysis

Rate regulation is often guided by the revenue requirement 

standard, which states that a regulated company must be 

allowed to set rates that will cover its operating costs and 

give an opportunity for it to obtain a reasonable rate of 

return on its property. Test-year revenue requirements are 

typically adjusted to compensate for warmer or cooler than 

normal weather. NERA is familiar with various “degree day” 

normalization alternatives that have been proposed and 

approved for purposes of this adjustment. These include 

regression techniques, which control for various non-

weather related explanatory factors, and other statistical 

methods that apply different data weighting schemes. 

Weather standardization analysis may also entail the use of 

data-smoothing procedures, such as the ones performed 

by the National Oceanic and Atmospheric Administration, 

as well as the choice of the most appropriate weather 

measurement locations.


