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1. Refer to Question No. AG 1-1 7 1. Witness Steven Seelye lists several factors that 

should be considered in rate design - the cost of service study, gradualism, rate continuity, and 

customer acceptance. 

a. Would Mr. Seelye agree that it is also beneficial to design rates to promote 

better alignment with least-cost planning, i.e., integrated resource planning? 

b. Mr. Seelye asserts: “Cost based rates reduce or eliminate inter- and intra- 

class subsidies. Cost based rates send the appropriate price signals to customers and thus cause 

them to act in a manner that creates the most efficient use of resources.” 

Consider, for example, the proposed increase in the residential monthly customer charge from 

$2.82 in the old residential rate to $9.00 in the new Residential Service Rate. This increase (of 

219%) reflects a shifting of approximately $17 million worth of cost recovery from the energy 

component to the customer component per year. Seelye Exhibit 15, page 1 of 3 1. How, if at all, 

are residential customers expected to respond to this price signal? 


















