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Why rate design matters so much?
•The instrumental efficiency tool
− to send incentives to end-users to contribute to the

maximization of the net social welfare
− to make long-term “indirect” planning
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Challenges for electricity rate design
•Energy prices and decarbonization

•Residual costs allocation: sunk network and policy costs

• Just transition



Energy prices and decarbonization
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Energy prices and decarbonization

Rate components
•Energy
−Dynamic energy prices

•Networks
− Forward looking network charges

•Policy costs
− Fixed charges, exit fees and/or “outsourcing”
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https://www.dallasnews.com/news/2021/05/19/texas-legislators-weigh-partial-and-total-bans-on-griddy-type-energy-plans/

https://english.elpais.com/economy_and_business/2021-06-01/consumer-associations-slam-spains-new-electricity-billing-system.html

https://www.dallasnews.com/news/2021/05/19/texas-legislators-weigh-partial-and-total-bans-on-griddy-type-energy-plans/


New rate formats

Dynamic prices + TOU demand charge
•Spain 2021-… (June 1, 2021 onwards)

Working days
Weekends

&
Holidays

0.96 €/kW year

23.47 €/kW year

June 1, 2021



New rate formats

Socio-political perception
•End user misinformation and political pressure

https://ember-climate.org/



New rate formats

Socio-political perception
•End user misinformation and political pressure



Energy Prices



Energy Prices
•N2EX Day Ahead Auction Prices (NordPool UK)
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Energy Prices



Residual costs allocation:
sunk network and policy costs

15



Complementary charges: network tariffs

Forward looking network charges
•Forward-looking signals do not guarantee full cost 
recovery
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Residual costs

Policy (subsidies, legacy,…) costs
• In many jurisdictions, “policy costs” and taxes play a 
larger role
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Long-term demand elasticity

Grid defection or cessation
•Electric power system



Long-term demand elasticity

Grid defection or cessation
•Electric power battery system



Efficient allocation of costs

Fixed charges controversy
•Reduction of incentives for energy efficiency and 
distributed generation and inefficient increase in 
consumptions

• Infringement of the equity principle (low-usage and low-
income customers)






Long-term elasticity and grid defection and disconnection

Recovering unassignable residual costs
•Thresholds based on stand-alone system costs
•Prior to risk to disconnection
−Uneven fixed charges

∙ Equity balance
∙ Backwards-looking marginal costs

• In face of risk of disconnection
−Exit fees
−Real-estate taxes
− State budget

C. Batlle, P. Mastropietro, P. Rodilla, 2020. Redesigning 
residual cost allocation in electricity tariffs: a proposal 
to balance efficiency, equity and cost recovery. 
Renewable Energy. Vol. 155, pp. 257 - 266.



Just energy transition
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Just energy transition

Pictures from maps.google.com/ and www.thelocal.fr/

Saint-Nom-la-Bretèche
Île-de-France

Grigny
Essone



Just energy transition



Just energy transition
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