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December 18, 2023 

 
Ms. A. Shonta Dunston, Chief Clerk 
North Carolina Utilities Commission 
4325 Mail Service Center 
Raleigh, North Carolina 27699-4300 
 

Re: Docket Nos. E-2, Sub 931; E-7, Sub 1032; and E-100, Sub 179  
The Public Staff’s Presentation Materials for the 2023 Mechanism Review 
Technical Conference 

 
Dear Ms. Dunston: 
 

Attached for filing on behalf of the Public Staff in the above-referenced dockets are 
the Public Staff’s Presentation Materials that were presented at the 2023 Mechanism 
Review Technical Conference on December 18, 2023. These materials include: (1) a 
PowerPoint presentation; and (2) a report prepared for the Public Staff by GDS 
Associates, Inc. 

 
By copy of this letter, we are forwarding a copy to all parties of record by electronic 

delivery. 
 
 

      Sincerely, 
 
      Electronically submitted, 
      /s/ Anne M. Keyworth 
      Staff Attorney 
      anne.keyworth@psncuc.nc.gov 
 
cc:  Parties of Record 

mailto:anne.keyworth@psncuc.nc.gov


 























DEC Residential DSM/EE Rider Rates

1 2 3 4 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
DEC Residential 0.1206 0.1702 0.2329 0.1638 0.2779 0.5989 0.3621 0.4291 0.5529 0.5320 0.4835 0.5185 0.4771 0.3389 0.3775
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1 Overview 
To help facilitate the Public Staff’s review of Duke’s cost recovery mechanisms1, GDS conducted a survey 
of current performance incentive mechanisms throughout the United States and other topics related to 
demand-side management (“DSM”) programs cost recovery. This report provides an overview of the 
research focus areas and findings. This report discusses findings related to the following elements of cost 
recovery and other considerations related to DSM programs: 
 

 Performance Incentive Mechanaisms (PIM or PIMs). This section will provide a brief desciption of 
the types of performance incentives currently in place in the U.S. as well as a discussion of the 
level of savings achieved by mechanism type.  

The Public Staff expressed interest in updating the current Company cost recovery mechanisms to 
include elements such as a savings target (or goal), a penalty for failure to meet a minumum 
threshold, an incentive only for achieving savings that exceed the savings target, and a bonus for 
achieving a stretch goal. The discussion will address which states utilize these elements. The 
concluding section of the report offers some options for consideration. 

 Energy Efficiency Resource Standards 

 Decoupling and Net Lost Revenues 

 Cost-Effectiveness Screening 

2 Performance Incentives 
There are several good sources of industry literature which offer a primer on performance incentive 
mechanisms. A 2018 report by the American Council for an Energy Efficient Economy (ACEEE)2 provides a 
good reference point for developing an understanding the utility performance incentive landscape. This 
report places energy efficiency performance incentives into one of the following four categories: 
 

 Shared Net Benefits incentives (utilities earn a share of benefits) 

 Energy-Savings-Based incentives (utilities earn a reward for meeting savings goals) 

 Multifactor incentives (utilities earn reward for meeting savings goals based on mutliple metrics) 

 Rate-of-return incetnives (utilities earn rate of return “ROE” on spending) 

GDS leveraged this report as a starting point to begin characterizing the PIMs across the U.S. Other good 
sources that helped provide useful summaries by state included the 2022 ACEEE Scorecard,3 and the 
ACEEE State and Local Policy Database.4 The ACEEE Policy Database provides information regarding each 
state’s Utility Business Model, which describes if and how decoupling works as well as how the PIMs are 
designed. However, many of the Utility Business Model sections in the ACEEE Policy Database are 

 
1 Cost recovery mechanisms in Docket No. E-2 Sub 931 for Duke Energy Progress, LLC and in Docket E-7 Sub 1032 for 
Duke Energy Carolinas, LLC (together Duke of the Companies) 
2 ACEEE, 2018. Snapshot of Energy Efficiency Performance Incentives for Electric Utilities | ACEEE 
 
3 2022 State Energy Efficiency Scorecard | ACEEE 
4 ACEEE | Policy Database 

https://www.aceee.org/topic-brief/pims-121118
https://www.aceee.org/research-report/u2206
https://database.aceee.org/




https://energizect.com/sites/default/files/documents/Final%202022%202024%20Plan%20030122.pdf
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In Texas, all investor-owned utilities have a shared benefit incentive in place. When a utility exceeds its 
demand reduction goal within the prescribed cost limit, it is awarded a performance bonus. The 
performance bonus is based on the utility’s energy efficiency achievements for programs implemented in 
the previous year (PUCT Substantive Rule §25.181). A utility that exceeds 100% of its demand and energy 
reduction goals shall receive a bonus equal to 1% of the net benefits for every 2% that the demand 
reduction goal has been exceeded, with a maximum of 10% of the utility’s total net benefits.  
 
Savings-Based:  Indiana 
 
Indiana’s savings-based PIM can be illustrated by the example below, currently in place for the Northern 
Indiana Public Service Company (NIPSCO)6. The tiered incentive structure here provides a 5% share of net 
benefits once 80% of the energy savings target is achieved, with a cap of 9% share of net benefits at 110% 
savings achievement. 
 

FIGURE 2-1. NIPSCO PIM – 2024-2026 PLAN   

 
 
Return-on-Equity:  New Jersey 
 
In New Jersey, utilities are able to earn incentives based on performance towards their utility-specific 
targets. The NJBPU as a state agency does not receive performance incentives for achieving energy savings 
targets. Performance incentives and penalties take the form of a return on equity (ROE) adjustment 
applied to EE and PDR program investment. An incentive is awarded if a utility achieves between 110% 
and 150% of its target. Achievement of between 90% and 110% of the target represents compliance. A 
penalty is assessed if performance of the target is between 50% and 90%, and a utility is deemed non-
compliant if achieving 50% or less of its target. 
 
We did not find any states that used a goals-oriented PIM, at least in part, which did not include a tiered 
or sliding-scale incentive structure. As long a minimum threshold is met, utilities begin earning an 
incentive, with the possibility of increasing the incentive as goals were approached, met, or exceeded. 
 
2.2 PENALTIES, BONUSES AND CAPS 
The Public Staff also expressed interest in other elements of PIMs, which would be up for consideration 
in updating the PIMs in North Carolina. This includes penalties for failing to meet goals, bonuses for 

 
6 Cause No. 45849 https://iurc.portal.in.gov/docketed-case-details/?id=5f10f3e9-74ad-ed11-aad1-001dd80726a4 

https://iurc.portal.in.gov/docketed-case-details/?id=5f10f3e9-74ad-ed11-aad1-001dd80726a4


https://www.puc.pa.gov/press-release/2014/puc-directs-west-penn-power-to-pay-13-million-settlement-for-act-129-violation
https://docs.cpuc.ca.gov/PublishedDocs/Efile/G000/M496/K874/496874213.PDF
https://docs.cpuc.ca.gov/PublishedDocs/Efile/G000/M496/K874/496874213.PDF
https://www.aceee.org/sites/default/files/pdfs/20220810190543432_9f62dfcf-14c7-4fc4-9601-58055a933493.pdf




https://www.ncsl.org/energy/energy-efficiency-resource-standards-eers




https://www.nationalenergyscreeningproject.org/state-database-dsp/database-of-state-efficiency-screening-practices/
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legislative and regulatory environment, but could be a way for North Carolina to see increased 
savings. 
 

4. Revenue Decoupling. If full revenue decoupling can be established in North Carolina, then lost 
revenues can be addressed outside of the purview of a utility cost recovery mechanism. 
 

5. State-Specific Benefit-Cost Test. Benefit-cost tests that are tailored to a state’s unique 
characteristics appear to be helpful in state’s realizing savings. The Database of State Efficinecy 
Screening Practices provides  a snapshot of how each state treats the various benefit and cost 
elements of each standard test. If Duke continues to seek an updated treatment of benefit-cost 
ratios are calculated as part of the cost recovery review, the Public Staff can use the opportunity 
to make sure that the benefit-cost calculations and inputs and methods used to perform those 
calculatiosn are in in the best interests of the ratepayers. 
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