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I commend the Commission staff members for the effort put forth in reviewing and
documenting past Public Service Commission (PSC) practice and policy concerning PFP rate
setting in Wisconsin. | particularly appreciate the work to compile the current practices of all
50 states as it relates to this topic and for being open to reevaluate and propose change where it
may be needed.

Having been a long-time PSC employee and serving many years as the Assistant Administrator
overseeing the water rate setting process; and teaching Cost of Service and Rate Design
principles for several decades at the National Association of Regulatory Utility
Commissioners’ (NARUC) water rate schools, I put forward the following thoughts for PSC
staff to consider in further clarifying past practice and to provide additional perspective on how
future water rate design as relates to PFP could be improved.

AWWA-Base Extra-Capacity cost of service (COS) as historically applied by PSC (Dave’s
perspective)

e The PSC began using the AWWA-Base Extra-Capacity COS in the 1970’s, first
with the Milwaukee Water Works and then applied to all of the nearly 600 water
utilities in Wisconsin. Prior to that time other methods of cost allocation were used.
It is important to acknowledge the Agency’s long history of seeking to provide a fair
allocation of the costs of service among different classes of users, e.g., see attached
paper of Commissioner Robert A. Nixon (Page 13, paragraph 6 on rates) presented
at April 24, 1940 AWWA Annual Convention.

e The principal reason for a cost of service study is the fact that the water system
provides service to a number of different classes of customers who have different
water use patterns and demands, and thus different conditions of service. In the
AWWA-Base Extra-Capacity COS customers with similar demand and
consumption characteristics are grouped into “customer classes”.

e The AWWA-Base Extra-Capacity COS procedure recognizes the diversity of
demand within the class, rather than a simultaneous demand of all the customers.
Similarly by using the “non-coincidental” peak demands for the various customer
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classes including PFP, the allocation procedure recognizes that the peak demand for
any specific class may not occur simultaneously with the peak demands of the other
system classes. This diversity results in savings in the design, build and operation of
the water system.

e In the AWWA-Base Extra-Capacity COS, the “extra-demand” costs (those costs
incurred in supplying water above the base or average level) such as to meet
maximum day or maximum hour demands are identified and allocated to the Cost
Functions using the System Demand ratios principally as PSC staff has discussed in
its draft PFP report.

e The fire flows considered in calculating both the System Demand Ratios and the
Extra-Capacity Customer Demand Ratios were historically based on studies done by
the National Board of Fire Underwriters (NBFU), the predecessor organization to
the Insurance Services Office (ISO). NBFU’s fire flow grading schedule was based
primarily on population and formed the basis for the municipal fire flows used in
PSC water rate cases in the 1970’s. Shortly after the ISO was formed in 1971, it
revised the method of identifying fire risk and associated fire flow for insurance
purposes thus the PSC no longer had access to a specific “community” fire flow rate
as it had in the past under NBFU ratings. Because of this change, the PSC staff
began prescribing fire flows in rate cases consistent with the now defunct NBFU
grading schedule and over time has adjusted them as needed to maintain consistency
among WI water utilities.

e The AWWA-Base Extra-Capacity COS assigns cost for demand-related plant and
operations on the basis of the “relative” demands of all the classes including PFP as
a class. Seemingly this is a fair and equitable approach. The beauty of the method is
that in the “functionalization” process employing the System Demand Ratios, plant
and expenses related to demand are identified and catalogued (isolated). The
assignment to customer class is then carried out on the isolated demand costs using
the representative demand factors for each class. Therefore only the appropriate
elements of plant and expenses are assigned on the basis of relative class demand.

e Under the AWWA-Base Extra-Capacity COS, cost savings associated with the
diversity of use within a class is shared by all customers of that class. Cost savings
associated with the diversity of use among the classes are shared by all classes. For
example, the peak flow requirement for residential use rarely occurs at the same
time as the peak flow for the commercial, industrial, public authority or PFP classes.
The extra-capacity demand required by each class is assessed proportionately
(relative to the others.) If a class of customers peaks simultaneously with the
system, it is neither penalized nor benefited.
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Different Perspective on Impacts of AWWA-Base Extra-Capacity COS on PFP Charges

e [ question the PSC staff conclusion that because water sales reductions and
conservation has resulted in lower volume sales which in turn may increase the cost
of service allocated to PFP, that such implies that the PSC’s “cost-of-service model
assumes that the extra capacity not required to meet the demand of the general
service customers is needed to fight fires.” (PSC Draft Report page 5 paragraph 2).
Related to this on page 12 of the PFP report is the statement that a reduction in
water use results in a water system that is “overdesigned” with the “stranded” costs
being allocated in part to PFP.

o I view this impact of the changing world and decreasing water use as simply a
rebalancing of who pays the “base” and “extra-capacity” costs of operating a
water system for a given test year. For example, if only residential sales
plummets by 10% all other general services classes in addition to PFP would
pick up this change. In particular the industrial class and, if applicable, a
wholesale customer could see measurable rate increases within the general
service category ... all else being equal.

* The exquisiteness of the AWWA-Base Extra-Capacity COS is that it
allocates “base” but most notably the “demand” costs to all benefitting
customers pursuant to their relative share of base and demand as being
forecast for the future test year. Yes it is a “water-bed” of impact in that
what goes down “here” must be made up “there” but [ would argue that this
is handled reasonably well by this COS as applied by the PSC.

e Arguably PFP charges should not increase if residential sales
decrease but perhaps neither should industrial or wholesale charges.
Similar kinds of arguments can be raised for the installation of new
equipment to improve water quality which directly benefits water
destined for consumption but which may have little or no direct
benefit to industrial cooling water, or PFP capacity. In practice this
level of detail may most appropriately be considered within the
PSC’s overarching application of the “averaging” principle in
setting utility rates. No method is perfect and balance needs to be
maintained between practice (administrative ease of application) and
outcome (level of detailed accuracy in the result).
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PSC Staff Recommendations in the PFP Report

1.

Use Class Absorption Method on Large Class AB Water Utilities where maximum
hour demand controls calculation of the System Demand ratios.

Comment: If providing PFP is a real cost in constructing and operating a water
system, and [ think it is...and certainly decades of PSC practice in cost allocation
would seem to validate this, then I would argue that just rolling the cost in with
general service rates and letting the pieces fall where they may is not good
regulation. Simply because general service maximum hour costs may control water
system design in a handful of the States’ largest water utilities does not support
eliminating the PFP class of service or suggest that these large systems do not incur
costs to provide PFP service. However, [ would note that my position that PFP costs
always be identified is dependent on having a fair mechanism upon which to then
design rates to equitably recover these costs.

The recovery of PFP costs has changed for many WI utilities since the 1988
legislation allowing for direct charges to the user customer base. As I have
advocated in the past, [ do not believe meter or water lateral size is an effective or
fair recovery mechanism for PFP. In effect by allowing water utilities to use meter
or lateral equivalents to recover their PFP cost, we have essentially rolled these
costs into general service rates. The Equivalent Meter and Equivalent Service
Methods were made available by the PSC when despite opposition from the PSC,
the law was changed in 1988 allowing PFP to be removed from the tax roll at the
discretion of the local unit of municipal government. Pursuant to the law change, the
PSC was confronted with developing new means to direct charge the PFP cost from
water utility customers for those municipalities changing to direct PFP charge
recovery. There had to be a quick means adopted for this to be readily implemented.
Because the only billing variables most water utilities had access to in 1988 was 1)
the measured volume of water used by the customer for some metered period of
time (typically quarterly), or 2) the size of the meter or lateral serving the customer,
the Equivalent Meter and Equivalent Service Methods of PFP rate recovery were
adopted as administratively workable options ... but not necessarily the fairest
means of recovering these costs. [ would suggest that now is the time to revisit that
outcome and consider improvement in PFP rate design.

Often considerable effort is made to identify the cost of providing public fire
protection on a given system only in the end to charge these costs back to customers
based on what amounts to a parallel of how many “oak trees” they have in their
respective terraces. We might even have used oak trees in 1988 if we had ready
access to that information and could tie it in with the water utility data base for easy
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billing. Okay, I agree equivalent meters and services are better methods than oak
trees...but not by much! In my opinion, we need an improved means to recover
PFP costs from benefitting customers, not simply the elimination of these expenses
as consideration in the COS...and then rolling them into general service rates.

Not everyone will agree on the PFP issues. Notably I ran the PSC staff PFP report
past two of the State’s largest water utility managers. A quick summation of their
responses was that the current method is far too complicated and costly to the
utilities involved in contested rate cases, particularly for wholesale service. Using
the equivalent meter method to recover the PFP cost as compared to the PSC staff
suggested Class Absorption Method, one of the utilities demonstrated that there was
very little difference in rate results. Thus he prefers a simpler method like the Class
Absorption Method. Regardless of the policy outcome, these two managers desire
clarity in the guidelines and rate case process to result in far fewer protracted rate
cases that end up requiring costly litigation under contested case procedures. (I think
this concern with complexity and the cost to process rate cases before the PSC is not
limited to PFP rates but spills over into the entire water rate case process but likely
outside the scope of this current undertaking.)

Use of Option #3 to allocate only the hydrant costs, the distribution revenue account
and the distribution main account to the PSC “PFP cost function” and thus the PSC
“PFP customer class”.

Comment: Given my favorable view of the PSC practice in applying the AWWA-
Base Extra-Capacity COS as discussed above, I would not isolate fire protection
from the full impact of the allocation of extra-capacity demand but would
acknowledge that as class usage and/or demand factors change, it will have a
rebalancing consequence on all other classes including PFP, and in my opinion it
should. I could support a revised assignment of PFP flow rates based on some
philosophical or program change but question whether the ISO rating schedule as
suggested is reasonable as it was not found acceptable back in 1971, and following.
Its purpose as developed by ISO is for rating individual buildings for fire insurance
risk and cost. Per PSC staff testing results use of ISO fire flows would result in
significant swings in PFP charges. Most large systems would experience a decrease
while the tiniest of systems would see large increases. That outcome alone brings
into question the use of ISO fire flows for this purpose. If somehow justified the use
of the ISO fire flows would require the Commission to manage the potential impacts
of increased PFP cost to any specific system with a mitigation strategy over a period
of years and rate cases. I suspect this would lead to more contested cases before the
PSC, not fewer. Thus this outcome could be in direct contrast to an important goal
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of revisiting PFP rate setting to not only refresh technique but to also reduce rate
case contestability.

Use of ISO method to compute utility’s fire flow.

Comment: As [ note in my comments in 2. above, it remains important to identify
the cost of providing PFP based on fire flow criteria that would provide consistency
with the historical PFP flows identified under NBFU, and that could provide readily
acceptable transition to a new flow standard for all sized water systems. In
particular, it will be important for those smaller systems to have a means of
implementation that could, if warranted, ameliorate any adverse impacts to ensure
rate continuity over some reasonable period of time. Gradualism in rate design
should be practiced.

Milwaukee Water Works PFP investigation.

Comment: It is unclear to me how the current generic study will impact Milwaukee
Water Works PFP. Presumably any changes in statewide policy or practice would
also have to be consistently applied within the Milwaukee Water Works rate case.

Eliminate private fire protection charges.

Comment: Obviously if the PSC elects to consolidate PFP and general service
costs, it will be necessary to eliminate private fire-protection rates. I would agree
that under the 1988 law allowing direct charges it is arguably redundant (or at least
appears so) to be direct charging PFP and then also applying a private fire protection
fee. As fire chiefs across the state are quick to point out, a private-fire protection
customer and especially those installing a sprinkler system, lessens fire-risk across
the entire municipality...even if that is motivated or required by code, insurance or
other individual business risk realities. This is a good thing and arguments can be
made that installing private-fire suppression systems should be incentivized, not
deterred. Perhaps in these situations, and because it does not generate a lot of
revenue for most utilities, private fire protection charges should be set aside for
those municipalities electing to direct charge. However, for those water systems that
still place PFP on the tax roll, the PSC could consider continuing the past practice of
making private fire protection discretionary for the utility. Property Valuation is one
of the best means of fairly recovering the cost of PFP. In my opinion, an option to
retain private fire protection charges could provide a small incentive to those
electing to continue recovery of PFP on the tax roll in this brave new world.
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Item for additional consideration: Wholesale PFP rates

My last comment deals with wholesale PFP charges which the PSC staff did mention but did
not address in detail, and for which it did not include any specific recommendations. Perhaps
the thought is to deal with the wholesale PFP issues in the Milwaukee Water Works case
proceeding to follow. Nonetheless I want to take this opportunity to recognize the
Commission’s Oak Creek Criteria as discussed on page 48 of the report as very helpful when
considering whether a wholesale customer should be allocated a portion of the wholesaling
system’s cost of providing PFP. Obviously this criteria will only be useful in situations where
the cost of PFP is retained in the COS model, and for which rates need to be developed. I
support that outcome for all water systems. For wholesale utilities, relative to these criteria, I
suggest the Agency has defined and consistently applied a useful regulatory tool. I encourage
the Agency to sustain these criteria as it revisits the allocation of PFP within the Milwaukee
Water Works water rate case.

Again thank you for your considerable effort in this yeoman task, and for this opportunity to
comment. Please contact me with any concerns, or items you desire additional clarification on
as to my perspective. If you would like to regroup with the outside advisory team to discuss the
draft report and the comments that you receive, I would be happy to participate in such a
discussion. At some juncture I would also like to see this draft policy document sent out for
comment to a broader audience of water utility managers and other interested parties within the
State.

DAS:crp
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The work of the Wisconsin Public Service Commisslon
touches precticelly zll phases of water plant management.
Hence, te portray the part pleyed by the Commission in this
fleld requires & review of most phases of management. A few
géneral summaries may indicate managerial aotivities which
 ;ré7afreotad by Commigsion work!
| 1. Hensgement orgenizations -- The Qommiseion has
helped to establish more efficient management orggnlzatlouo,

2. Finenging -- Although it has no direot supervision
over the finencing of municipsal water utilitfes, the Commigelon
has gilven Lnvaluable aid in this field through its findings of
feaslibllity; 1ts authorizations for new plants, additions, or
extensions] end its epproval and development of plant plsns.

Jo Acgcounting -~ The Commission has enabled those
responsible for water plant management to obtain more accurate
¢nd useful data esaentiml for successful operation by its
eccounting regulations and its auditing suggestions.

k. Legel advigce -- Upon request, the Commlgsion has

often furnished legal advice end assietance to municipal author-
ities, water plant officlels, and attorneys.

5. gervice gnd efficiengy -- By its supervision, the
Commission has helped to etendardize service and to make oper-
atlong more efficlent.

6. Rates -- Commission regulation of rates has largely

elimineted discrimination in service charges.
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7. Complainte -- Serving as & buffer or arbiter, the
Commisslon has assisted in resolving wmany loocal political con-

troversies and in settling meny compleinte affecting municipel

water plents.

The distinctive feature of the public utilities law

- of Wisconsin is that it gives the Public service Commission
aupervinlon over all municipal utilities, Lg__ggggg water
plantn. The wisdom of this policy is now seldan questioned.

There are 323 water utilities in ¥Wigocongin with about
¢ dozen small plants under construction. Of the plants oper-
ating or belng constructed, only 17 remained under private
ownership on December 1, 1939.

Becauge nearly 95 per cent of the water utilities in
Wisoonsin ere muniocipslly owned, the Public Service Gommisgion's
part in water plant management deals primarily with the manage-
ment of municipally owned undertakings.

l. Management Organization

During the early years of state regulation the manago-
ment of municipally owned water utilities was found to be rather
inefficient. Water utilities were sometimes adminigtered by
superintendents, at other times by oity englneers, and in still
other csses by boards of public works, commiesions, or committees
composed of members of common councils. Frequently it was
diffioult to ascertaln just what the responsibilities of these

various offlcers were and where their duties began or ended.
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A striking illustration is afforded by the situation
which existed until recently in one of the learger cities of the
state. Theoretioully the menagement of this water plant was in
charge of a board of public works composed of the oity engineer,
the gity attorney, and the oity comptroller. Actually the

Bit; council passed upon all bille, a olerk in the board of
| public works offige kept the books, the chief engineer of the
pumpling station supervised that phase of plant operation, and
another employee of the board of public works supervised the
operation and maintenence of the distribution plent and sewer
system. These diverse responsibilities arose under the provisions
of a so-called charter or home-rule ordinance. The Gonmiﬁston
strongly urged the board of publio works to take active charge
of the detalls of operation, to appoint e general water plant
superintendent, to legalire the accounting for these various
activities in accordesnce with the Commission's uniform system of
accounts, and to centralize the respongibllities therefor in

the oity comptroller. Most of these changes are now being made
and marked improvement in the records for the guldance of the
management 1is apparent.

Municipal water utilities in Wisconsin are managed by
independent non-partisasn commigsions appointed by the ocommon
councile in cities of the firat and second class. In cities
of the third or fourth class these utilities may be managed
elther by a board of public works or by a non-partissn commis-

slon. The Public Service Commission has repeatedly advooated



manegenent by independent non-partisan commigsions. And it

has been shown that water plants so managed are generally more
successful when members of the commissions have staggered terms

of office and serve for longer periods. Management is lessg
;ikolf to be efficient if 1t is in the hands of the common council
_{or Af terme of office of members of non-partisan commissions and
boards of public works expire at the same time. Experience and
continuity of executive ability of the local water commigsion is
necessary to successfully conduct e municipal water utility.

It hes eleo been shown that almost without exception
those responsible for the management of smaller nuniolipally owned
water utilities do not mseke proviglonas for expert advice to guide
employees who are in diregt charge of plant operation. In the
few instances where mansgement dces enploy outside expert
advice, the professional service is of & non-continuous cher-
acter. There is, of course, certain professional gervice that
the state Commlasion ghould not attempt to furnish to such
utilities. However, it must maintain & technical staff for
effective rate and gervice regulation and it is highly desirable
to provide municipal water utilities with preliminary technlosl
asgistance on many matters without usurping the field of outside
professional engineers, acoountants, and lawyers. It is inter-
esting to note thst in Wisconein the use of the technical steff
of the state Commisslon has led to a oconsiderable ingrease in
intelligent and efficlent usge of high-grade professional service
employed independently by the municipal water utilities. This

development has alded in inoreasing operating efficlency along
linees suggested by the Commiggion.



2. Flinanolng

Wleconsin has had in effect for msny yvesrs certain
statutes which provide for the issuance of utility plant mort-
gsge bonds, sometimes referred to as revenue bonds because they
are amortized from revenues. HMunicipal uullitio- are ususlly
,'tlnanced through the issuance and gale of such nortgase revenue
bonds or by general obligation bonds of the munioipslity. The
Commisslon has no Jurisdiction over either type of bonds.
However, msny thousands of docllars of mortgage revenus bonds
have been igpued and s0ld and in the majority of ceses where bonds
were lesued water plent managers heve reguesteé the Commlssion
to investigate the feasiblility of these projectes and to essist
in setting up the proper accounting procedure specified in the
statutes. In recent years thore has been an increased nuuber
of these projects to whioh the Federal Government has glven
finsnoisl eid. 7The findinges of the Commission =8 to the feas-
ibility of such projects have been relied upon by the municipal
utilities concerned. Moreover the fact that there has been no
default in the payment of any municipsl utility bonds in Wie-
conein (with one exception which was occasioned by management
rather than by lack of funds) apparently has mode these bonds
attractive to investors,

The Commission has alded efficient water plant oper-
atlons in superviging the dlsposition of revenues. This
involves the relations between the water plant as a utility
undertsking and the municipallity es a governmental unit. In
gsome ocases the municipal officials seem to think that through

the operation of a water utility 1t would be possible to obtain
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revenues to reduce texes or to obtain necessary services, such
as fire protection service, water used in public schools, public
parzs, snd cther municipsl undertakings, without cost t¢ the
taxpayers or at reduced rates. In gome communities the practice
was to use & joint general fund and utility cash account with
the result that utility funds could be diverted to muniocipal

. uses without detesction. The outstanding example is the case of
a municipal water utility's filing a sworn statement as to its
financial etatus on December 31 in which it reported 3207,900

of caeh on hand. A cheok by & Commission sscountant shdrtly
thereafter diesclosed that the water utility did not have a penny
cn hand because the entire asmount had been used by the city
without making proper entries in its acoounts and records.

In these situations the Commission has strongly recom-
mended and sometimes required, first, that charges for fire
protection service and public uges of water be made at regularly
establighed nondlscriminatory rates; second, that utility funde
«nd municipel funds be kept separate; and, third, that the
disposition of utility revenues be recorded clearly and mcourately.
These policies have been adopted by the Commission not with the
idea of depriving the municipality of surplus esrnings to which
it may be entitled but to insure that the water utility, as a

proprietary undertaking, shall be operated on a businesslike

basis.

5. Accounting

Some of the financial difficulties recounted above

have been removed or minimized by the Commission's supervision
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over aaccounting and regorg keeping. In prescribing uniform
systems of accounts for Buniecipsl water utilities, clessifieq
acoording to slze, it wag originally Recegsary to do consider-
able sducational work. In some instances those in sharge of
the plants were apprehensive that proper methods of acoounting
night result in disclosureg refleoting upon the Ccapacity or
;ﬁtdérity of the management. In & great many cases, partioular-
1y 1n the émaller communities, there was no one in the utility
orgeniration gapable of keeping the records acourately. Thise
latter situation seemed to prevail more frequently when plant
nanagements changed with egch change of municipsl adminigtration.
It is common bractice, €speclelly with the smaller
plants, to have the oity or village olerk keep the accounts for
the utility ipn addition to performing his duties as & munloipal
official. Thig office ig usually elective zna it is & well-
known faot that such clerke are not often elected because of
thelr ecoounting ability. Thig has necessitated cloger sorutiny
of the accounts of such utilities and o continual educational
program sponsored by the Commigsion for the benefit of the
chenging personnel entrusted with the responaibility of keeping
the utility's records. fThe gloge aoocounting supervigion and
asslstence given to Bunicipal utilities has resulted in recent
years in many reqﬁeata that Commission &ccountantes make snnual
&udits of sugh utilities. Thesge audite in u few instances have
disclosed defalcations and asslsted the utility management in
correoting the conditions whicgh gave rise to them. The agpis-

tance to the managements in improving their agoounting praoctices
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18 given through correspondence, by review of annual reports of
the utilitlies, and by field trips to go over accounting records
and practioces directly with the person dolng the Jjob from day to
day. This hes resulted in improved accounting practices whereby
management obtains acourate and essential information necessary
tor‘bdslnelllike operation.

| Where the accounts and records were very poor, the
Commission staff has prepared original gost valuations for the
purpecse of properly restating the accounts. In other lnatandes
the valuations prepared by the Commiasion gtaff in connection
with acquigition cases hsve been helpful in properly steting or
adjusting the water utility accounts.

Where municipelly owned water utilities have bheen
managed by a nonpartisan board whose personnel was more or less
permanent, the Commigsion has had little 4iffioulty in securing
hearty cooperation in plecing in effect a uniform system of
acoounting. Such boards were quick to recognize the advantages
of such & system. ioreover the Commigaion eccountante by study-
ing the acocounts of the various water utilities have begome
famillar with the operating details of each system to such an
extent that often they have been able to suggest possibdble
economies and lmprovements. Likewise the Commigsion's reates and
research stsaff has prepared verlous gtatistlical studies which
have provided valuable information to plant managers.

The Commigsion has felt warranted in stressing uniform
asocounting and the keeping of proper operating records because

acourate records of accounts are the first prerequisite of



businesslike operation. Unless a plant maneger knowe where
revenues come from and how funds are dlebursed he cannoct deter-

mine whether the plant ie earning money or losing money.

k. Legal Advice

| Partiocularly in cnhilcr communities, water plant managers
~are not familiar with the legal phases of their operations nor
do they have ready access to attorneys familiar with guch
matters. Local attorneys are often unfamilier with mattere of
utility law. Frequently, therefore, the Commission's legal
Btaff 1s consulted for advice in handling legal problems that
may arlse. Becsuse of the state-wide scope of the Commission's
activities, its iegal staff 1s able to bring to bear on a par-
ticular local problem the experience and information gsined
from dealing with gimilar problems in other communities over a
long periocd of years.

The legal gtaff has been called upon to answer count-
less questions relating to financing, asseesments, extensions,
edministration, metering, taxation, oreation of municlipal utility
commlssions, the personnel of utility commissions and their
dealings with the utility, funds of muniocipal utilities, and
procedure for the acquisition of existing utilities by a munic-
ipality end esteblishment of new water utilities in those mun-
lcipalities where there is no existing utility. The Commission's
legal staff has been asked to draft ocontracts, agreements, and
ordinancee; to advige municipalities and oitizens with respeot
to the eligibility of the personnel of muniolpal utility com-

migsions. It has unalyzed and given wdvice on proposed extensions
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into unserved contiguous municipalities, snswered numeroug
questions arising out of the relations of the municipal utilicy
wlth the munioipelity a«s e politicsal subdivislon and its rela-
tions with its oustomers.

' _ Many questions have also arisen relating to the use of
 ut111ty funds by the municipality, and the department has been

| requested to edvise whether a muniocipal utility could loan money
to the municipality on the latter's promiesory note. Wisoonsin
law defines the type of investment a municipal utility may make
with utility funds. Thie has given rise to many questions both
by municipalities and by the management of municipel utilities
over the disposition of the net revenues received from the water
department.

The legrl department has drafted ordinances for the
oreation of utility commissions setting forth the terms of
members, eligibility, organization, duties of officers, salaries,
powers, «nd disposition of funds. Letters have been received
from almost every municipal water utility in the state inquiring
&8 10 whether a mayor or councilman ig eligible to serve on the
board or commission managing the utility.

To summarize, it may be sald that over a long period
requests for legal advice have been received almost dally from
city attorneye and other ettorneys, water plant managements,

municipal suthorities, and in a few cases from cugtomers.

5. 9dervice and Kfficlency

The Commission has egtablished minimum standsrds of

service for the guldange of water utlilities. These atandards
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place the responsibllity for the character and quality of service
primerily upon the utility which ig required to make periodio
tesgts of the quality of its water, to keep a record of the resgults
of all such tests, to test metere used to measure the water
supplied to cungumers, to flush dead end mains and in other ways
$o0 secure an adequate supply of potable water.
’ 8ince the State Board of Health has concurrent jurig-
diction as to the quality of water furnished, the Qommission's
rules provide that the quality of the water shall be such as
to comply with the requirements of that board. Hatters per-
taining to public health are séministered largely by the Board
of Health while the Commission is concerned principslly with
providing adequate service at reasonable rates.

Many of the managers of muniocipal water plants were
at first reluctant to make the necessary changes in order to
improve the quality of their water supply, to insure the accuracy
of meters, to provide sufficient pressure, etc. In part this
reluctance may be attributed to a divided responsibility over
service matters between the Commission, as a state agency, and
the muniocipality. since 1931, when the Public Utilities Law
was revised, the Commisegion has had original and gongurrent
Juriediction with municipalities over service matters including
extenslons of service. This revised statute removed the limita-
tion on the Commission's power to act on its own motion to
require improvements and extensions of service.

The Commission has assisted the management of numerous

small water utilities to work out specific main extension projects,
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sometimes where only genergl service was required and at other
timee where only fire protection was needed, or joint projects.
Frequently water utilities have experienced difficultiesg and
encountered public resentment through lack of uniform main
extension rules and preaotices. In such oases the Commission
has alded in the drafting of uniform extension rules which
generally have had the effect of improving loocal publioc relations
by elimination of disoriminatory practices. In fadt, & aset

of water utility operating rules and regulations has been
drafted by the Commission staff and is often used &s & besis

for the rules of individual utilities. In such work the Commig-
sion ects as a clearing house for informatiocn on the best
practioces.

The Commigsion's staff of service engineers is con-
stantly meking service inspections in the field. In the course
of this work opportunities arise for suggesting changes in plant
or in operating practices which will inorease the effiociency of
operations. As an 1llustration, the Commiggion has repeatedly
urged water utilities to install ststion meters at pumping
stations or to meter unmeasured service to customers end thus
deteot water losgee and eliminate waste. One study by the
retee and research department of the effect of a concentrated
metering program in a number of communities shows an average
reduction of Ul per cent in pumpage, or in costs varieble with
pumpage, as a result of metering formerly upleasured service.
Likewlige in these communities the metering program afforded

means of ochecking leaks on the system and unaosounted uses of
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water 80 that the percentage of lost water could be reduced.

6. Rates

Water plant managers in general are inclined to adopt
rate schedules which are easy to administer but which do not
gﬁovlﬁo & falr ellocation of the costs of servioce among different
/élaasea of users nor avoid disorimination. Through the Commig-
sion's supervision over rates, water utilities have standardized
rate schedules which are not regressive in charaoter, which
more fairly allocate the costs of supplying water to 4ifferent
classes of ugers, and which tend to promote more beneficial
use of water. There is a notable lack of compiled rate in-
formation and the Commiggion's rates and research department
has endeavored to remedy this by meking various rate studlies.
As e result the water rate structure in Wisoconsin is on the
whole more uniform and more stendardired than is the case in
some other states. This uniformity not only aids municipal
plent managers in avoiding complainte ae to disorimination in
their local communities but also aids consumers who mey happen
to move from one community to another and who do not as a
result have to become acquainted with an entirely different
type of rate schedule. The rates and research staff likewise
hag prepared tabulations of bills for water service in different

communities which have proved valusble to plant managers.

7. Complaints
Loosl prejudices and political influences have resulted

in meny sharp confliots in the administration of water plants.
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The availablility of the Commigsion for reviewing these con-

troversies and settling compleints has tended to minimlize the
number and magnitude of these local controversies. Were it
not for resort to the Commission, in some cases these looal
opnrl;ote. vhether between urban communities or between urban
#nd suburban territories, might drag on interminably and result
"1n waste of money, impaired service, and bad community spirit.

It ie true that some people regard the Commigsion in
its dealings with the managoﬁonts of water utilities as &
confirmed oritic. They lose sight of the faot that these
criticisms sre intended to be construotive. Drastic treatment
is resorted to only where circumstances call for such action.
1t has constantly been the aim of the Commigsion to keep ite
relations with water utility operators one of mutual assistence
and satisfaction. Where oriticism has been made it has been
friendly and helpful in intent. After &ll, Justifieble oriticism
ls one of the implicit funotions of a reguletory body in deal-
ing with a monopolistic undertaking.

It has been with that friendly and helpful intent
that the Wisconsin Public service Commission has performed its
work and has provided assistance to water utilities in organ-
izing management, in financing, sccounting, legal problems,
matters of service &nd effiolency, establishing nondiscrimin-
atory and adequate rates, and in settling general controversies
and complainte which may arise regardless of the integrity and
ability of those who are charged with operation and management
of the utility.
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196.01 Definitions. (1) As used in chapters 196 and
197, unless the context requires otherwise, “public
utility* means end embraces every corporation, company,
individual, association, their lessees, trustees or
reoeivers eppointed by any court, and every town, village
or city that may own, operate, manage or control any toll
bridge or any plant or equipment or any part of a plant
or equipment, within the state, for the conveyance of

_telephone messagee or for the production, transmiesion,

delivery or furnisghing of heat, light, water or power
either directly or indirectly to or for the publis. No
cooperative assoclation organized under chapter 185 for
the purpose of producing or furnishing heat, light, power
or water to its members only shall be deemed a pﬁbilo
utility under this definition.

196.02. Commission's powers. (1) The Gommigsion ie

vested with power and juriediction to supervige and regulate
every public utility in this etate, and to do &ll things
necessery and convenient in the exerclse of such power

end Jurisdiction.

196.02. (4)(a) The Gommission shall have authority to
inquire into the management of the business of all public
utilities, and shall keep itself informed as to the manner
and method in whioh the same is conducted, and may obtain
from any public utility all necessary information to
enable the commisgion to perform its duties.

66.06 (10)(a) In cities owning & public utility, the
councll shall e&nd in towns and villages owning s public
utility the boerd may provide for a nonpartisan manage-
ment thereof, and create for each or all suoh utilites,
a bvoard of three or five or seven commigsioners, to take
entire charge and management of such utility, to appoint
e manager and fix hie compensation, and to supervisge the
operation of ths utility under the general aeontrol and
supervision of the board or council.

(b) The commisgioners shall be elected by the board or
councll for & term, beginning on the first day of October,
of &8 many yeare as there are commissioners, exocept that
the terms of the commissioners first elected shall expire

successively one each year on each succeeding first day
of Ogtober.

(o) The commissioners shall choose from among their number
a presldent and a secretary. They may command the services
of the city en?ineer and mey employ and fix the compensation
of such subordinates as shall be necessary. They may make
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rules for their own proceedings and for the government

of their department. They shall keep books of account, in
the manner snd form prescribed by the public service com-
riesion, which shall be open to the publias.

(g) In oities of the third or fourth class the council
mey provide for the operaetion of a public utility or
utilities by the board of publio works, in lleu of the
commission above provided for.

66.06 (11)(c) The income of a public utility owned by e
municipality, shall first be used to meet operation,
maintenance, depreciation, interest, &nd sinking fund
requirements, local and school tax equivalents, additions
and improvements, and other necesgary disbursements or
indebtedness. Income in excess of these requirements may
be used to purchase and hold interest bearing bonds, lesued
for the aoqulsition of the utility, or bonds lssued by

the United States or any municipal corporation of this
state, or insurance upon the life of an offiger or manager
of such utility, or may be pald into the general fund.





