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New Realities – Increase in Clean Zero Marginal Cost Resources
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New Realities – Maturation of Billing, Metering, Connectivity, and DERs

5



New Realities – Introduction of Electric Vehicles
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New Realities – A More Complex Grid

1. Extreme weather events leading to capacity scarcity

2. Rapidly growing amount of variable and zero marginal cost energy

3. Sophisticated meters and billing systems

4. Transportation electrification

Does this sound like any time before?
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New Realities – Changing Cost Structure

Energy
▪ Unit: kWh

▪ Examples: fuel, purchased power, net of reagents

▪ Currently ~20-30% of costs

Customer
▪ Unit: per customer

▪ Examples: cost of connection, billing, customer 
support

▪ Currently ~20-25% of costs

Demand (Capacity)
▪ Unit: kW

▪ Comprised of generation, transmission, and 
distribution assets

▪ Currently ~45-55% of costs

▪ “Like maintaining a highway with 100 lanes”

Expected to decrease due to:

• more clean zero marginal cost resources

Expected to increase modestly due to:

• increase in distribution costs

• customer expectations of service

Expected to increase substantially due to:

• extreme weather events

• installation of clean zero marginal cost 

resources



Rate Design Must Evolve

▪ What relation does the typical residential rate design have to reality?

▪ Is conservation always beneficial?

CAISO OASIS data, 2030 IRP 
Proposed Reference System 
Plan Scenario
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Sending the Right Price Signals

▪ What are the core attributes of the ideal mass market rate design to handle the industry's new 
realties?

▪ Peak focused

▪ Dynamic and time varying

▪ Reflective of energy costs to avoid penalizing beneficial electrification

▪ Aligned to recover embedded costs and while signaling marginal costs
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Putting the Customer First – Menu of Accurately Priced Options

Control

Risk exposure

Low/moderate 

income programs

Renewable energy options

Alignment to system value

Integrated demand side 

management  programs

Complexity

Bill certainty and simplicity
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Putting the Customer First – Provider vs. Customer Managed

▪ What can we learn from other industries? 
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Putting the Customer First – Provider vs. Customer Managed
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How Duke Energy is Putting the Customer First

Duke’s efforts are underway:

1. Indiana – Dynamic variable peak pricing

2. Kentucky – Peak time rebates

3. North Carolina – TOU with CPP

4. South Carolina – Solar Choice tariffs + EV credits

5. Florida – Bill certainty with DSM + community solar subscriptions
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Key Elements of the Proposed SC/NC Rooftop Solar Settlement
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Dynamic & 
Temporal 

Price 
Signals

to better reflect the 
cost to serve

Demand 
Response
to flexibly reduce 

peaks

Recovery
of appropriate 

costs

Time-of-
use 

Netting
with excess 
credited at 

avoided cost 
monthly

More closely 

reflects temporal 

value of solar 

generation than 

current policy

Non-Bypassable

Riders – recovers          

public programs

$30 Minimum Bill –

recovers Duke’s estimated 

customer and distribution 

costs

Controllable Smart 

thermostats and a  

platform to add more

dispatchable 

devices

Dynamic Critical 

Peak Pricing 

(CPP) to reflect 

costs on highest-

cost days

15



16


