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Is Real Time Pricing Worth the Effort?
A New Study Examines Impacts of Utility
Real Time Pricing Programs

By Ben Long, Senior Director, Pricing Solutions and
James (Ben) Long ! Bryan J. Scott, Director, Pricing Solutions

Bryan J. Scofi
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Real Time Pricing programs have been around since the mid-1980s [Tt >
beginning with experiments by utilities in California, followed by the 111 I {-:;},IHT
development of two-part RTP at Niagara Mohawk. RTP began to get nation-
wide attention when the industry noticed the spectacular results at Georgia

Power. Unfortunately, most were not able to replicate the Georgia Power
results, including Georgia Power's sister companies.

At best, experience with RTP programs has been mixed. Several utilities ENERGY
have demonstrated that voluntary RTP programs are capable of generating HEDGE FUND
substantial demand response. However, most programs have attracted only CENTER
modest levels of participation, in large part because programs were EnergyHedgeFunds.com
narrowly targeted and passively marketed, many times to achieve a goal
other than price response.

A recent study of RTP programs has been conducted due to the renewed
interest in price responsive load programs. The study surveyed the
industry's experiences with RTP programs. "A Survey of Utility Experience

with Real Time Pricing” was coordinated by the Consortium for Electric GLOBAL
Reliability Technology Solutions (CERTS) and funded by the U.S. CHANGE
Department of Energy Office of Electric Transmission and Distribution. It ASSOCIATES
was conducted by Galen Barbose and Charles Goldman of the Lawrence
Berkeley National Laboratory, and Bernie Neenan of Neenan Associates.

expeartise.

"RTP has experienced a recent resurgence of interest among economists
and policymakers who recognize its potential role in improving the
performance of competitive electricity markets and reducing the need for
additional generation capacity,” explains Goldman. "We undertook the study
to shed light on several unknowns about how well voluntary RTP programs
have performed across a broad range of regulatory and market settings. In
particular, we wanted to better understand how many customers have
enrolled in these programs, and what size load reductions they have
provided."

The study is based on the researchers' interviews with utility program
managers of 43 voluntary RTP programs offered in 2003. After reviewing
the response by utilities, the researchers drew some conclusions about the
performance of voluntary RTP programs to date.

Although some programs have achieved a significant level of
participation, most have not. Nationwide, approximately 2,700 non-
residential customers were enrolled in RTP programs in 2003, representing Quﬂmm
more than 11,000 MW of load. However, most of these RTP participants are El"IF'fg'lf Sﬂ'ﬂWﬂfB
associated with a small number of programs. Only three RTP programs g

reported more than 100 non-residential customers or more than 500
megawatts (MW) enrolled; these programs accounted for about 80 percent
of all non-residential RTP customers. One-third of the programs included in
the study had no participants in 2003, and another third had fewer than 25
customers enrolled.

Suite

QUORUM
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Although many customers on RTP are price-responsive, most are not

appreciably so. Among programs with more than 10 participants, .
managers reported (anecdotally) that between 20 and 60 percent of Landis +
participants have exhibited some response to hourly prices, while the ‘E:‘!'T
remaining customers have not shown any response. RTP programs

reportedly achieved load reductions equal to 12 to 33 percent of

participants' combined load, across a wide range of prices. Among eight

programs with more than 20 participants, six report load reductions in the

range of 12 to 22 percent of participants' combined non-coincident peak

demand, while the other two observed load reductions of about 33 percent.

)
Researchers' Recommendations VE rtex

The researchers make several specific recommendations:

Devote sufficient resources to developing and implementing a customer
education program. Customers are unlikely to gravitate in large numbers
toward RTP on their own accord, in part because an RTP tariff is quite
different from conventional electricity services.

Help customers understand and manage price risk. Participation in RTP
could potentially be improved if customers were offered technical assistance
and training to help them understand market price formation and to identify

physical and financial strategies for managing price risk. Energy Business
IT Solutions

256+ Years, 200+ Clients
400+ Installs

The costs and benefits of obtaining incremental amounts of price-responsive
load from RTP must be weighed against those of other types of demand
response programs. RTP is just one of several approaches to creating price
responsive demand. Given the diversity and heterogeneity of retail
customers, a portfolio of RTP and other demand response programs may be
more likely to achieve meaningful levels of price responsive load than
focusing exclusively on RTP.

Success Requires Commitment

What can we conclude from this report? RTP has been and remains an
important price responsive load program. But, RTP requires a substantial
and on-going commitment by the retail utility to ensure success.

Systems
y: Software
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KEYS TO RTP SUCCESS

A Use a 2-part m design that does not <
have dema ncl rges on incremental usage Entegrate

(RTP usage)
Streamline. Comply. Manage.
A Make a dedicated program manager Enargy trades and risk.
responsible for program success

A Communicate regularly with participants
and potential regscrlba*s regarding program
performance

A Commit enough resources to ensure success

And last, but not least, if all else fails, serve customers in Georgia.

Editor's note: UtiliPoint® has many clients in the energy industry; Georgia W
Power is one of them.

IssueAlert®, please contact nspring@utilipoint.com. I__)ATA

Malkimeg globald Commimaanen hagesa

If you would like to receive a copy of the report featured in today’s v P] FIRST

©2005, UtiliPoint® International, Inc. All rights reserved. This article is

protected by United States copyright and other intellectual property laws and "ra"
may not be reproduced, rewritten, distributed, redisseminated, transmitted,

displayed, published or broadcast, directly or indirectly, in any medium

without the prior written permission of UtiliPoint® International, Inc.

Energy Jobs Network

Utility Customer

Our staff is comprised of leading energy experts with diverse backgrounds in utility Care Selutions
generation, transmission and distribution, retail markets, new technologies, I/T, JARKET INTELLIGEN
renewable energy, regulatory affairs, community relations, and international issues. m ROGRAM

Contact consulting@utilipoint.com or contact Nancy Spring at 505.244.7613.

: :! " Enercast

We encourage our readers to contact us with their comments about IssueAlert®.
We look forward to hearing from you. IssueAlert® Editor.

Reach thousands of utility analysts and decision-makers every day with your GEA

advertisement on UtiliPoint's® IssueAlert®. Contact Susan Pollack at 713-785-4347
for more information on rates and scheduling.

WA, RODCIEEIENC)L oG
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UtiliPoint's® IssueAlert ®articles are compiled based on the independent analysis of
UtiliPoint® consultants, researchers and analysts. The opinions expressed in
UtiliPoint's® IssueAlert® articles are not intended to predict financial performance for
companies discussed, or to be the basis for investment decisions of any kind.
UtiliPoint's® sole purpose in publishing its IssueAlert® articles is to offer an
independent perspective regarding the key events occurring in the energy industry,
based on its long-standing reputation as an expert on energy issues.

If you no longer wish to receive UtiliPoint's daily IssueAlert®, please send an e-
mail to issuealert@utilipoint.com If you wish to be removed from all UtiliPoint®

IssueAlert® lists, please click here.
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