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The “Cons” of Time-of-Use Metering
The Commission initiated this current investigation to determine reasonable, cost-effective programs that electric distribution companies (“EDCs”), electric generation suppliers (“EGSs”), energy service providers, and other stakeholders can implement to help retail electric customers conserve energy or use it more efficiently.
  One of the proposed programs under consideration is metering which would allow demand side response (“DSR”) programs such as hourly/real-time pricing to be implemented with the intent to help conserve energy.  However, time-of-use pricing would not conserve energy and would not be workable for Small Commercial and Industrial (Small C&I”) customers.  Furthermore, time-of-use metering would be costly to implement.

Duquesne Light Company (“Duquesne”) was required to implement real-time pricing for Large C&I customers.  According to Duquesne, real-time pricing did not alter Large C&I customers’ consumption patterns.  Instead, Duquesne’s Large C&I customers took fixed price service from EGSs rather than accept hourly pricing. 

Specifically, Duquesne made the following comments regarding real-time pricing in Policies to Mitigate Potential Electricity Price Increases:

Another problem with the large customer [POLR] plan is that our large C&I customers have been forced to receive hourly price service (HPS) as their default service.  We have learned that our customers, by and large, do not want hourly pricing.  While hourly service can be a viable option for a few sophisticated customers, Duquesne Light has found that probably less than 10% of its large C&I customers have the sophistication and financial wherewithal to administer it effectively.  Hourly priced service exposes customers to price volatility and financial uncertainty that most are unwilling to tolerate.  For the most part, Duquesne has found that customers want certainty.  They need to budget for expenses, and they don’t want to be surprised by rapidly escalating prices or extreme volatility.  Volatile hourly prices are not a necessary or desirable part of a competitive market.
 
In order for real-time pricing actually to conserve energy, the Commission must be legally able, and willing, to order EGSs not to supply customers with fixed rates for electricity.  Otherwise, customers will purchase fixed rate service from EGSs rather than alter their consumption patterns in response to the market signals provided by the EDC’s real-time POLR rates.  

Moreover, time-of-use metering does not tend to work for Small C&I customers because these customers often are not in the position to shift their consumption to off-peak hours.  Retail business must generally be conducted during normal business hours.  For example, a restaurant is not in a position to switch its hours of operation from 11:00 AM through 10:00 PM to 6:00 PM through 5:00 AM, just to avoid the bulk of PJM’s on-peak period.
Furthermore, real time pricing would require the installation of time-of-use meters, which Duquesne estimated to cost $235 million for Residential and Small C&I ratepayers.
  Those costs would most likely be placed upon the ratepayers.  Such a costly expenditure can not be justified if time-of-use metering would not actually produce conservation.  
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