
 Jack E. Jirak 
Deputy General Counsel 

Mailing Address: 
NCRH 20 / P.O. Box 1551 

Raleigh, NC  27602 
 

o: 919.546.3257 
 

jack.jirak@duke-energy.com 
 

 
December 19, 2023 

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

RE:    Duke Energy Carolinas, LLC’s and Duke Energy Progress, LLC’s 
Submission of Jointly-Prepared Pre-Filed Materials for Technical 
Conference 

 Docket Nos. E-100, Sub 179; E-7, Sub 1032; and E-2, Sub 931 
 

Dear Ms. Dunston: 
 

I am writing on behalf of Duke Energy Carolinas, LLC (“DEC”) and Duke Energy 
Progress, LLC (“DEP” and together with DEC, the “Companies”) with respect to the 
technical conference held on December 18, 2023, in the above-referenced dockets. In 
compliance with Commissioner Hughes’ request, enclosed for filing in the above-
referenced dockets is a copy of the Companies’ PowerPoint presentation made during the 
technical conference. 

 
Please do not hesitate to contact me if you have any questions or need additional 

information. 
  
      Sincerely, 
 

       
 
      Jack E. Jirak 
 
Enclosure 
 
c: Parties of Record 
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Agenda and Introductions

Presenters:

 Lon Huber
 Senior Vice President, Pricing and 

Customer Solutions

 Tim Duff
 General Manager, Customer 

Solutions Regulatory Enablement

Agenda:
 Increasing EE and DSM Savings

 Industry Driving Forces
 Track Record of Success
 Constructive Regulatory Framework

 Purpose of the Mechanism

 History and Background

 Components of the Mechanism

 Stakeholder Engagement
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Meeting the needs of our customers by increasing 
EE and DSM savings
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Duke Energy Track Record of Success

3.37M 
MWh
Energy
Saved*

225k 
Homes

Electricity Use
for One Year 

7,000
Acres
Solar
Farms

Energy Savings
(2017 - 2022)

41k
Low-income 

households served 
under LI programs

Equity
(2017 – 2022) 

$685M
Customer 

Rebates and 
Incentives

$2.8B
NPV of 
System 
Benefits

Customer Savings
(2017 – 2022) 

$2.69
Savings for 

every $1 
invested

Energy Efficiency in the Southeast Fifth Annual Report, SACE, March 2023.

EFFICIENCY PERFORMANCE OF 
MAJOR SOUTHEASTERN UTILITIES

Customer count and energy savings performance obtained from the 2023 US EIA – Form 861.

ENERGY SAVED PER RESIDENTIAL CUSTOMER 
OF MAJOR US UTILITIES
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The Three Legs of a Constructive Regulatory Mechanism 
around EE/DSM

Removes the 
financial disincentive 

associated with 
under recovery of 
fixed costs from 

reducing volumetric 
sales

Investing in EE/DSM 
reduces the need for 

traditional utility capital 
investment and the 
associated earnings 

opportunity.

Net Lost Revenue 
Recovery / 
Decoupling

Program Cost 
Recovery

EE/DSM Recovery
Mechanism

Utility Financial
Incentive
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Purpose of the Mechanism
The overall purpose of the Mechanism is to:

Allow DEC or DEP to 
recover all reasonable 
and prudent costs 
incurred for adopting and 
implementing new DSM 
and EE measures; 

Establish certain 
requirements, in addition 
to those of Commission 
Rule R8-68, for requests 
by DEC or DEP for 
approval, monitoring, 
and management of 
DSM and EE programs;

Establish the terms and 
conditions for the 
recovery of net lost 
revenues (NLR) and a 
Portfolio Performance 
Incentive (PPI) to reward 
DEC or DEP for adopting 
and implementing new 
DSM and EE measures 
and programs; and 

Provide an additional 
incentive to further 
encourage kilowatt-
hour (kWh) savings 
achievements.

Order Approving DSM/EE Rider and Requiring Filing of Proposed Customer Notice, Docket No. E-7, Sub 1285, at 6. 

1 2 3 4



History and 
Background of 
The Mechanism
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General Statutes and Development of EE/DSM Mechanism

Senate Bill 3
An Act to Promote the Development of Renewable Energy 
and Energy Efficiency in the State through a Renewable 
Energy and Energy Efficiency Portfolio Standard.

Commission Rules R8-68 and R8-69
“Commission Rules R8-68 and R8-69 implementing Senate 
Bill 3 expressly provide that the Commission will review 
and evaluate, as a package, proposed DSM and EE 
programs, cost recovery, lost revenue, and management 
incentive mechanisms.”  Order, 2/9/10, E-7, Sub 831, p.45.

EE/DSM Mechanism

HB 951 (2021)
In establishing that the Commission 

shall take all reasonable steps to 
reduce carbon emissions, the 

General Assembly directed that:

Existing law shall apply with 
respect to energy efficiency 
measures and demand-side 

management.
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Development of the Mechanisms for EE/DSM Cost Recovery 

Duke Energy Carolinas
Stipulations between Duke Energy Carolinas, LLC, Progress Energy 
Carolinas, Inc. (“PEC”), the Public Staff and other parties on the first 
DSM/EE cost recovery rider applications under Senate Bill 3 and 
Commission Rules R8-68 and R-69 were first Cost Recovery 
Mechanisms.

Duke Energy Carolina’s (“DEC”) Save a Watt Mechanism (Settlement 
Agreement between Duke Energy Carolinas, the Public Staff, and 
Environmental Intervenors in Docket No. E-7, Sub 831)

Duke Energy Progress
PEC Cost Recovery Mechanism (Settlement Agreement 
between PEC, the Public Staff, and Wal-Mart in Docket No. 
E-2, Sub 931)



Components of 
The Mechanism
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Components of the Existing EE/DSM Mechanism

PROGRAM

• Application for Approval of 
Programs

• Program Management

• Program Modification

• Distribution System and 
Demand Response Programs

• Evaluation, Measurement & 
Verification

Provides definitions 
for specific 
components of the 
Mechanism

DEFINITIONS

• Opt-Out Eligibility 
Requirement for 
Industrial Customers 
and Certain 
Commercial 
Customers

• Stakeholder 
Collaborative

FINANCIAL

• Allocation Methodology

• Cost Recovery

• Net Lost Revenue

• Portfolio Performance 
Incentive (PPI) and 
Program Return Incentive 
(PRI)

• Other Incentives

• Financial Reporting 
Requirements

PROCEDURAL 
MATTERS

General Structure of Riders

• Review of 
Mechanism

• Term
• No Precedential 

Effect
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Program Possibilities | Ongoing Process

The ongoing process of program 
development, improvement, and 
evaluation ensures that Duke 
Energy’s programs stay relevant 
and effective.

The regulatory framework in NC 
aligns customer benefits with 
Company interests, resulting in 
dynamic, high-performing programs 
that accrue benefits to the entire 
utility system.
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Comprehensive Regulatory Filing Requirements
(Commission Rule R8-68) 

R8-68 requirements:

 Provide description of program filed for approval

 Provide the cost effectiveness test results 

 Show estimated savings

 Include initial EM&V plan 

 Focus on achievable customer market

…
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Cost Effectiveness is Key to Continued Success

 Utility Cost Test (UCT): Primary cost-effectiveness test
 System benefits resulting from EE/DSM for the utility 

system > Utility Program Costs 

 Total Resource Cost Test (TRC)
 Cost savings to the utility/customer > Costs to the 

utility/customer

 Participant Cost Test (PCT)
 Bill savings to the customer > Costs to the customer

 Rate Impact Measure (RIM)
 System savings of a measure > Costs and reallocation of 

fixed costs resulting from implementing a measure

Cost effectiveness tests are a ratio of the benefits of DSM/EE 
programs compared to the costs.

System Benefits are the fuel, 
purchased power, variable 
expense, and construction 

costs that the utility does not 
incur because of the reduced 
need to generate electricity. 

These costs would impact the 
future electric bills of utility 

customers
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Verifying Savings | EM&V Studies

All program impacts are subject to Evaluation, 
Measurement & Verification
 Conducted by an independent third party

 Follow Department of Energy Uniform Methods 
Protocol

 Include primary and secondary research

 Surveys, metering, statistical studies, bill analysis, 
usage loggers, etc.

 Results are evaluated by Carolinas Collaborative, 
other Intervenors (including the Public Staff), and 
their consultants
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 Capital costs (including cost of capital and 
depreciation expenses)

 Administrative payments and other 
implementation costs

 Customer incentive payments and rebates
 EM&V costs
 Costs net of any grants, tax credits, or other 

reductions in cost received by the utility from 
outside parties

EE/DSM 
Recovery

Mechanism

Program Cost 
Recovery

Costs of Running the Program
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Net Loss Revenues (NLR)
Removes the financial disincentive associated with under-recovery 
of fixed costs due to reduction in volumetric sales.

Reduced 
consumption due to 
Energy Efficiency

Net loss revenue 
allow utilities to be 

made whole. 

EE/DSM 
Recovery

Mechanism

Net Lost Revenue 
Recovery / 
Decoupling
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Found Revenue Decision Tree

Will the activity in question be a 
utility program, rate, tariff, or a 
utility-funded activity (or an 
activity conducted at the 
direction of or on behalf of the 
utility by an affiliate or non-
utility operation of the utility)? 

NO

Will the activity directly or 
indirectly result in an 
increase in customer demand 
or energy consumption within 
the utility service territory? 

YES

NO

Would the increase in 
customer demand or energy 
consumption  have occurred 
regardless of the activity?

Not a 
Found 

Revenue

Not a 
Found 

Revenue

YES

Not a 
Found 

Revenue

Will the increase in customer demand 
or energy consumption be the direct 
result of a new customer account’s 
participation in a Commission-
approved economic development rate, 
tariff, program, or activity that has been 
determined by the Commission to not 
produce found revenues? 

Will the activity that results in the 
increase in customer demand or 
energy consumption be undertaken 
by Duke solely in response to an 
unsolicited request for it to engage 
in that activity to support a local, 
regional, or state effort, not initiated 
or co-initiated by the utility, to grow 
the economy, create jobs, and 
enhance sustainability in the region? 

YES

NO

Not a 
Found 

Revenue

NO

Not a 
Found 

Revenue

Will the increase in customer 
demand or energy consumption 
be a direct or proximate result of 
the activity?NO

DESIGNATE AS 
FOUND REVENUE 
or file with the 
Commission for 
determination of 
status.

YES

PRESUMABLY NOT A FOUND 
REVENUE, but report to the 
Commission in DSM/EE cost 
recovery proceedings for  
determination 

NO

YES

YES

Net Lost Revenues
Net of any increases in 
revenues resulting from any 
activity by the electric public 
utility that increases customer 
demand or energy consumption, 
whether or not that activity has 
been approved pursuant to this 
Rule R8-68.”
- Commission Rule R8-68(b)(5)
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Annual EE/DSM Rider versus Decoupling 
(Illustrative Example)

2025 DEC Annual Residential Decoupling Rider

Approved Base Rate Revenue per customer $1
x Actual Customer Count x   150

= Target (Expected) Base Rate Revenue $150 
 ̶̶ Actual Base Rate Revenue*  ̶̶ $100
= Total Undercollection $  50

 ̶̶ EE/DSM Residential Net Lost Revenue  ̶̶ $ 15
= Net Decoupling Undercollection $ 35

*Actual revenue may exceed target revenue and create an 
over collection, which would be given back to customers.

Decoupling (Over)/Under Collection Calculation

2025 DEC Annual EE/DSM Rider
 Vintage Year 2024 Actual Results

Residential Net Lost Revenue $15
Non-Residential Net Lost Revenue $13
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System 
Benefits

Program 
Costs

Net 
Benefits

Fuel purchased power, variable expense, 
and construction costs that the utility does 
not incur because of the reduced need to 
generate electricity. These costs would 

typically be passed on to the customers.

Cost of running the program 
including utility administration costs, 
implementation costs, EM&V costs 

and customer rebates.

Total Benefits less the costs 
of running the program.

Net Benefits

Utility Portfolio Performance 
Incentive (PPI) represents 
10.6% of the net benefits for 
the utility.

89.4% of the benefit 
is passed on to the 
customers.

89.4%

10.6%

EE/DSM 
Recovery

Mechanism

Utility 
Financial
Incentive
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Key Takeaways

 All Customers served by the utility system benefit from 
more Innovative, Cost-effective Programs.
 Updating system benefits enables Duke Energy to 

do more for our customers and to benefit the 
system during energy transition.

 HB 951 preserves SB 3 Statutory Authority 
regarding EE/DSM initially established by the General 
Assembly to promote EE and DSM.

 Constructive Regulatory Framework aligns company 
and customer interest by creating more innovative, 
cost-effective programs to offer to customers and to 
benefit the system during energy transition.

 Duke Energy is a Regional and Industry Leader.
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Formal Stakeholder Engagement

October 3
Proposed Enablers 
Discussion and 
Schedule Alignment

October 27
Stakeholder 
Discussion 

June 29
DSM/EE Mechanism 
Initial Stakeholder 
Engagement

November 17
Stakeholder 
Discussion

December 14
Stakeholder 
Discussion

Company 
Proposed 
Enablers

Oct. 23

Stakeholder 
Discussion Focused Topic: 

 Approach to updating 
the system benefits 
calculation

Nov. 2

Focused Topic: 
 As-Found 

Baseline

 Low-Income 
Definition

Nov. 9

Focused Topic: 
 NEBs for CE

 DSM/EE 
Innovation

Nov. 30

Focused Topic: 
 System 

Benefits 
Inputs

 EM&V

Dec. 7

Focused Topic: 
 Utility 

Performance 
Incentive

 Vintage Years

 Accounting

Sept. 15Sept. 8 Jan. 4

Focused Topic:
 Net Lost Revenues 

 Financial 
Reporting Requirements

January 11
Stakeholder 
Discussion



|   23



CERTIFICATE OF SERVICE 
 

I certify that a copy of Duke Energy Carolinas, LLC and Duke Energy Progress, 
LLC’s Submission of Jointly-Prepared Pre-Filed Materials for Technical Conference, in 
Docket Nos. E-100, Sub 179; E-7, Sub 1032 & E-2, Sub 931, has been served by 
electronic mail, hand delivery or by depositing a copy in the United States mail, postage 
prepaid, to parties of record. 

This the 19th day of December, 2023. 
 

        

       ______________________________ 
       Jack E. Jirak 
       Deputy General Counsel 
       Duke Energy Corporation 
       P.O. Box 1551/NCRH 20 
       Raleigh, North Carolina 27602 
       (919) 546-3257 
       Jack.jirak@duke-energy.com 
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