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10. Do you believe that under a traditional rate design, that all low-volume
residential customers of MGE underpay their share of customer and demand
costs? Please provide the basis for your answer including all cost studies and
other analysis.

No but I do believe that these customers would be paying fair and reasonable rates
under either scenario. For example, a residential customer with a 500 foot long
service line that has been replaced recently is likely underpaying the cost to serve
them under both a traditional and a SFV rate design since rates are based on average
characteristics of the class and 500 feet is well beyond any average length for a
residential customer that I am aware of. In contrast a residential customer with a 10
foot service line, a very small lot, and equipment that is fully depreciated is likely
overpaying. While age (and therefore depreciated vaiue) of equipment and length of
service are factors that directly affect the cost to serve a specific customer, I am not
aware of any rate design that attempts to take these factors into account. Since it is
impractical to design rates that take into account every cost factor, a traditional rate
design and a SFV rate design that collect the proper level or revenues from a class are
both likely to result in fair and reasonable rates.



