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Demand Charge for Excess Use

The proposed $0.75 / kW increase in the demand charge applicable to usage in
excess of 50 kW results in an excess demand charge of $4.71 /kW. This is
equivalent to a charge of $0.0046 /kWh*®. When combined with the proposed
second block energy rate of $0.0661 cents / KkWh net effective rate for usage
over 50 kW is 7.07 cents per kWh (on an annual basis). This is still less than
HQD's marginal supply cost for space heating® (8.56 cents/kWh). As a result,
the preceding comments with respect to the proposal representing a gradual
move in the right direction apply here as well.

Customer Bill Impacts

HQD suggests that one of factors limiting the degree to which the differential
between the rate for the first and second usage blocks can be increased is the
impact the results would have on customers’ bills®.

The residential customer impacts arising from HQD’s proposed 3% average
class increase and the rate structure changes range from zero to 8.1%.
However, only 0.5% of the customers will experience annual bill impacts in
excess of 4%%., For typical levels of use the impacts range form 1.6% (for
monthly use of 625 kWh) up to 3.6% (for monthly use of 3000 kWh). These bill
impacts are modest and generally within the range of rate impacts that would be
considered acceptable elsewhere™.

* HQD-14, Document 6, Question 30 a)

" HQD-13, Document 1, page 26.

2 HQD-14, Document 3, page 68

% HQD-13, Document 1, page 41

* Evidence prepared by ECS earlier this year and filed with the OEB (R-2004-0188) concluded that rate
increases the order of 10% attracted significantly more attention of regulaiors and would generate concerns
regarding rate shock.
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