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REVIEW OF PILOT TIME-OF-USE RATES

This exhibit provides an update on the experience to date of offering interim time-of-use

(TOU) distribution rates to a selected group of customers.

1.0 INTRODUCTION

Hydro One Distribution received approval from the Board® to implement, on an interim
basis, distribution TOU rates for customers whose off-peak demand consumption (kW)
was at least twice their on-peak demand consumption. For customers on the interim TOU
rates, the Distribution rates were the same as for other comparable Distribution
customers, but the charge determinants are applied to billing demands (kW) established
only during the peak period. The pilot program was included as part of Hydro One
Distribution Conservation and Demand Management programs.

Originally three customers met the criteria for interim TOU rates.

20  ANALYSIS

The experience to date has been that no additional customers have modified their
operation patterns to qualify for the interim TOU rate, so there has been no change in the
program since the original application. This would indicate that distribution rates are not
a major component in the customer’s total electricity bill and that any possible savings
from customers modifying their electricity consumption to take advantage of interim
TOU Distribution rates is not a significant enough benefit to warrant such a change in

customer behavior.

! Interim Order dated November 24, 2004, RP-2004-0203/EB-2004-0457
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Some interest has been expressed by ski resort operators to participate in this program,

but given the interim nature of the program, no firm commitment has been made.

3.0 RECOMMENDATION

Hydro One Distribution recommends that its current Time-of-Use pilot program be
discontinued. Hydro One will await the Board’s recommendation with respect to
Distribution TOU rates that are part of the Board’s Distribution Rate Design review
process before offering customers time-differentiated Distribution rates. The Board will
need to address the issue of any potential shortfall in Distribution revenues resulting from
customers participating in optional TOU distribution rates before TOU rates are

implemented.

The move to new customer classes and rates will mitigate the impact of discontinuing the
TOU pilot. Two of the three customers are being re-classified as ST customers and the
third customer is being re-classified as General Service demand billed customer. Two of
the three customers will receive lower bills while the third customer will see a significant

percentage increase, the total dollar amount is about $73k per year.





