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To The Honorable Tommy G. Thompson, Governor , P. O. Box 7854
The Members of the Legislature, and Madison. Wisconsin 53707

The People of Wisconsin:

I am pleased to present the Public Service Commission’s report for the 1985-1987 biennium in accordance
with the requirements of Wisconsin Statutes. This commission and its staff are recognized nationally as
being leaders in the area of regulation. We are viewed as progressive, demanding and fair. We have
maintained this tradition since our inception into utility regulation in 1907. I am particularly pleased to
be a member of the Wisconsin commission and a part of this tradition.

This report briefly describes important decisions and provides background information on some of the
more complex issues facing the commission.

The past biennium continued to be marked by changes in the utility industries. These changes present
“new challenges for regulators. In response to these changes, the legislature has enacted new legislation,
in some cases, and the commission has conducted investigations into the issues. As the utility industry
changes, regulation will also need to change. The Wisconsin commission is ready to meet these chal-
lenges and to ensure adequately and reasonably priced utility service for all customers.

Highlights of the biennium include:
* The commission authorized the formation of the first holding companies under the new legislation.

* Electric, gas, telephone and water rates were reduced by $46,000,000 which affected 5,890,000 custom-
ers in 1987.

* Wisconsin Natural Gas Company and Wisconsin Gas Company were authorized to construct an
alternate gas pipeline to ensure that Wisconsin customers will receive the advantages of competition in
the gas industry.

* Wisconsin Electric Power Company was authorized a significant increase in conservation expenditures
to slow growth in demand for electricity thereby delaying the need for new power plants.

* Federal regulatory changes will mandate increased workloads and oversight by state commissions.
* The Low Income Energy Task Force proposed revision to electric and gas consumer service rules.

* Determination of the level of regulation appropriate for numerous telecommunications utilities under
the new Telecommunications Act. ‘

¢ Automation of the Consumer Services Bureau complaint handling process will assist the agency in
quickly resolving consumer concerns."

* Completion of an agency-wide data processing plan.
Should you have any questions concerning our programs and services we welcome your further inquiry.

Sincerely,

QO SenLaa “W

Charles H. Thompson
Chairman
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UTILITY REGULATION

PSC Sets Utility Rates, Services

The Public Service Commission (PSC) is an inde-
pendent regulatory agency that receives its authority
and respensibilities from the State Legislature. The
commission is responsible for the regulation of 931
public utilities as defined in s. 196.01, Wis. Stats.,

- including those that are municipally owned.

The commission's purpose is to ensure that, in the
absence of competition, adequate and reasonably
priced service is provided to utility customers. The
PSC sets utility rates and determines levels for ade-
quate and safe service. Other major responsibilities
include the approval, rejection, or modification of the
utilities’ major construction applications (such as
power plants, natural gas pipelines, and water tow-
ers and pumps), and the approval of utility stock
issuances and bond sales.

The staff, under the direction of the commission-
ers, also conduct special programs such as research
on the cost of providing various utility services or
the conservation of natural gas or electricity. The
commission's staff include auditors, accountants, en-
gineers, rate analysts, attorneys, planners, research
analysts, economists, consumer specialists, court re-

porters and paraprofessional and clerical support.
Typical types of utilities regulated include electric,
natural gas, telephone, water and combined water
and sewer. In Wisconsin, most activities of the 28
electric cooperatives as well as cable television are
not under the jurisdiction of the PSC. Furthermaore,
fuel oil, propane, coal and gasoline are energy
sources not under the commission’s jurisdiction.

PSC Regulates 931 Ultilities

As of June 30, 1987, the PSC’s regulatory powers
and duties included the rates and services of:

95 electric utilities (83 are municipal)
15 gas distribution utilities (1 is municipal)
2 heating utilities (1 is municipal)
100 telephone utilities
26 long-distance resellers
4 long-distance companies
1 rural telephone switched line company
42 radio common carriers
555 water utilities (543 are municipal)
_91 municipal sewer utilities
931 utilities
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ELECTRIC AND GAS

Diversification

Holding Company Formations Approved

On May 28, 1986, the PSC approved Wisconsin
Electric Power Company’s application to form a
holding company. This was the first application re-
viewed by the commission under the 1985 Wiscon-
sin Act 79. The new holding company is called Wis-
consin Energy Corporation (WEC). Wisconsin
Natural Gas Company (a subsidiary of Wisconsin
Electric Power Company under the former corporate
structure) is also owned by WEC.

The commission’s order in this case approved the
holding company subject to conditions. The basic
theme of the conditions is that utility funds must
first be used to satisfy utility needs before they can
be used to satisfy nonutility needs. The conditions
imposed by the commission are:

(1) The utility must maintain a reasonable and
balanced capital structure;

(2) The utility dividend policy must be based on
the utility’s needs;

(3) There must be a commitment to fund capital
construction needed to provide safe and reli-
able utility service; :

(4) WEC must provide full access to records of
the holding company and nonutility affiliates
relevant to the commission’s statutory duties;

(5) WEC must submit plans for the separation of
officers and employees;

(6) WEC must comply with specific annual re-
porting requirements; and

(7) Affiliated transactions must be in accordance
with an approved affiliated interest agreement.

Wisconsin Energy Corporation has set up subsidi-
aries to provide capital to firms wishing to expand
in Wisconsin, to bring new technologies into com-
mercial operation and to develop industrial parks in
its utility service territory. WEC also owns a subsid-
iary that controls certain coal rights in Indiana.

A report by the PSC on the impact of the holding
company on the public utility affiliates, the rate-
payer, and the stockholders is due to the legislature
in May, 1989.

A second utility, Wisconsin Power and Light
Company, has had its application to form a holding
company approved by the PSC (order issued May 1,

2

1987). The new holding company will be called WPL
Holdings, Inc. The commission order contained the
same conditions as in the WEPCO order, and also
contained a provision that limited the use of utility
funds for diversification until the utility raised its
common equity ratio to 50 percent. WPL Holdings’
nonutility businesses will be part of its Heartland
Development Corporation. Some of the nonutility ac-
tivities that will be owned by WPL Holdings are a
fiber optic communication company and a solid
waste disposal consulting firm.

Wisconsin Power and Light Company is still
awaiting approval from the Securities and Exchange
Commission, the Illinois Commerce Commission and
the Federal Energy Regulatory Commission before
the actual formation of WPL Holdings, Inc. can take
place.

Electric

Wisconsin Utilities Establish Nuclear
Decommissioning Trust Funds

In December 1985 the PSC ordered major Wiscon-
sin utilities to establish trust funds to accumulate
money for the eventual decommissioning (dismantle-
ment) of nuclear power plants in the state. The reac-
tors covered by this order include the two units at
Point Beach, which are owned by Wisconsin Electric
Power Company (WEPCO), and the single unit at
Kewaunee, which is jointly owned by Wisconsin
Public Service Corporation, Wisconsin Power and
Light Company and Madison Gas and Electric Com-
pany. The order does not apply to the La Crosse
Boiling Water Reactor at Genoa which is owned by
Dairyland Power Cooperative.

By the end of the 1986-1987 biennium, Wisconsin

_Electric Power Company had established its nuclear

decommissioning fund with First Wisconsin Trust
Company as its trustee. WEPCO split its decommis-
sioning funds belween two money managers, Na-
tional Investment Services of America, a Milwaukee
investment firm, and Irving Trust Company, a New
York City investment firm. At the time of the Point
Beach decommissioning, which is scheduled to occur
around the year 2011, the fund is projected to con-
tain about $635 million, enough to pay for the
decommissioning of both units.
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The three other Wisconsin utilities were in the
final stages of establishing their trust funds at the
end of the biennium. Wisconsin Public Service Cor-
poration established its trust fund on July 2, 1987. Tt
selected Harris Bank of Chicago as its trustee and
Kellogg National Bank of Green Bay as its money
manager. Wisconsin Power and Light Company and
Madison Gas and Electric Company are awaiting
rulings from the Internal Revenue Service before es-
tablishing their trust funds. At the expected decom-
missioning time of the Kewaunee reactor (2008), the
total of these three companies’ funds is projected to
be about $350 million.

Sulfur Dioxide Study Released

In November 1985, “Utility Sulfur Dioxide
Cleanup—Cost and Capability” was completed by
SPERCA staff. This study was prepared in response
to a legislative directive that required the Depart-
ment of Natural Resources to determine the costs of
reducing sulfur dioxide emissions from 30 to 70 per-
cent below 1980 levels. The PSC was directed to
assist the DNR in this effort, and was given respon-
sibility for analyzing emission reduction costs for
Wisconsin's electric utilities. This report was used
by the Acid Deposition Review Committee, ap-
pointed by Governor Anthony Earl and chaired by
Commissioner Mary Lou Munts, to develop the
recommendations for the emission reduction legisla-
tion for Wisconsin which passed in the spring of
1986. The sulphur dioxide study has been dissemi-
nated nationally and internationally, and has been
widely cited in other similar efforts.

Fuel Cost Forecasts Closely Track Actual
Costs

The PSC has now had several years’ experience
dealing with the absence of a fuel adjustment clause
for major electric utilities. The clause has been re-
placed by a projection of fuel costs in the rate case
and a monthly review of how actual fuel costs are
tracking projected costs. A number of interim rate
adjustments have been required (between rate cases)
to reflect differences between the rate case projec-
tions and actual fuel costs. Most of these have been
decreases.

WP&L Acquires Deerfield and Footville
Utilities

During the biennium, Wisconsin Power and Light
Company purchased and assumed operation of the
municipally-owned electric utility in the village of
Footville. The joint application by WP&L and the
village was approved, after hearing, by the commis-
sion on March 31, 1987. The sale was closed, after
voter approval in the spring referendum election, on
May 15, 1987. Footville had been a wholesale cus-
tomer of WP&L. At the end of the prior biennium
(April 1985), WP&L had consummated a similar
buyout of the Deerfield Municipal Electric Utility.
Deerfield had been a wholesale customer of Wiscon-
sin Electric Power Company.

An issue in each case was the accounting treat-
ment of the acquisition adjustment, or the premium
by which the purchase price exceeded the utility’s
book value. The commission disallowed acquisition
adjustment recovery from WP&L retail customers,
because insufficient benefits would accrue to ex-
isting WP&L retail customers to allow rate recovery.

These recent buyouts reflect a more aggressive
attitude on the part of private utilities toward acqui-
sition. For the municipality, the generally cited rea-
sons for selling include lack of staff, resources and
commitment needed to maintain the quality and reli-
ability of service and to make improvements and
expansions necessary to promote economic
development.

Commission Opens Stray Voltage
Investigation

The commission, the electric utilities and other
interested parties are deeply involved in the stray
voltage problem experienced on some dairy farms.
Cows and other confined livestock are sensitive to
relatively low electrical voltages and currents. If suf-
ficiently high in confined areas, these “stray” volt-
ages and currents can adversely affect milk produc-
tion and animal health. This problem first started to
surface in the mid to late 1970s and continued to
grow in association with several related develop-
ments such as farms with increased automation,
larger dairy herd size with more time confined in-
side, and the installation of high capacity automatic
milking systems.

3
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The severity and extent of the problem varies con-
siderably as do the potential causes or sources of
the problem which may include utility facilities or
those on the customer’s side of the meter. Also, the
symptoms indicating stray voltage are similar to
those that can be produced by sources unrelated to
~ electric system operation.

In the first half of the 1980s, the commission and
engineering stafl investigated a number of stray volt-
age complaints from utility customers and worked
directly and indirectly with customers and utilities.
In 1986, the commission attempted to reassess its
role and reduce its direct involvement because of
limited staff resources and to rely more on the utili-
ties to investigate and attempt to resolve specific
problems directly.

Along with that reassessment, the commission at-
tempted to work with other involved state agencies
to seek a broadened, coordinated attack on the
problem. )

Several specific commission actions involving
stray voltage occurred during the biennium. In the
spring of 1986, the commission directed all electric
utilities using a waiver of liability as a requirement
for customers who wanted utility stray voltage miti-
gation services to stop requiring this condition. The
commission also directed utilities to file tariffs with
the commission covering the terms, conditions and

charges, as well as policies and procedures of these

stray voltage mitigation services such as neutral iso-
lation, additional grounding, equipotential planes,
etc.

In the fall of 1986, the commission invited the
Wisconsin Utilities Association Stray Voltage Com-
mittee and other interested utility groups to brief the
commissioners and staff on the current status of
stray voltage issues. It was clear that the utilities
were attempting to deal with the problem and were
devoting greater efforts to its resolution, at least
within those areas where utility facilities were di-
rectly involved. . -

Also in the fall of 1986, Secretary Richards of the
Department of Agriculture, Trade and Consumer
Protection was responding to increased farm con-
cern by exploring the need for an increased role for
his agency. On February 6, 1987, a meeting of inter-
ested parties, including legislators, was held to or-
ganize a Stray Voltage Task Force to further study
the problem and coordinate action necessary to get
information and seek technical and administrative

4

solutions. PSC Commissioner George Edgar is vice-
chairman of that task force.

A major initial effort was the organization of
teams of volunteers with stray voltage experience or
expertise (SVAT Teams) to make comprehensive, co-
ordinated, on-site investigations at a number of se-
lected farms with known severe stray voltage prob-
lems. The first investigations have been completed.
The SVAT teams are now preparing their report
which will be presented to the main task force for
consideration of possible further action. Other activ-
ities of the task force and the commission in this
effort are continuing.

WPSC Fuel Procurement Reviewed

As part of the 1987 test year rate case, the com-
mission conducted an extensive investigation of
Wisconsin Public Service Corporation’s {(WPSC) coal -
purchasing practices and the resulting cost of opera-

_tions. As a result of a series of related contracts

made with coal suppliers, WPSC incurred a $16 mil-
lion buyout cost in 1985 to cancel a contract and
mitigate the future costs. The commission found that
the necessity of this contract buyout resulted from
various actions, some of which were imprudent. The
commission determined that a portion of the buyout
costs should therefore not be borne by the ratepay-
ers and directed WPSC to reduce the deferred
buyout expense by approximately $4.5 million.

Other coal procurement activities of WPSC were
also not in the ratepayers’ interest and would result
in excessive operating costs for 1987 and 1988. The
commission determined that the excessive costs of
approximately $2 million annually should not be
borné by the ratepayer.

In addition, the commission found that a surplus
of coal inventory existed and a portion should not
be included in rate base. Surplus inventory existed
for several Wisconsin utilities and has been ad-
justed accordingly in each utility’s rate case.

Time-of-Day Rate Programs Revised

Time-of-day rates have been required for all large
commercial and industrial customers of the large
investor-owned utilities since 1980. During the bien-
nium, the PSC expanded the program by implement-
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ing time-of-day rates for the large commercial and
industrial customers of municipal utilities.

All the municipal utilities that purchase power
under time-of-day rates have been ordered in rate
cases since late 1982 to collect load data for their
largest customers. The PSC has used this data as
the basis for establishing the time-of-day rates. This
expanded application of time-of-day rates helps the
municipal utilities to control their purchased power
expenses and allows their large customers to be
competitive with the energy costs of businesses in
the investor-owned rate areas. As the other munici-
pal utilities complete the data gathering, their larg-
est customers will begin time-of-day service.

Residential customers of Wisconsin Power &
Light Company have been required since 1982 to be
on time-of-day rates if their annual consumption ex-
ceeded 30,000 kWh. In 1987, that mandatory level
was increased to 60,000 kWh. The PSC took this
action to ensure that the program continued to be
cost effective in light of Wisconsin Power & Light
Company’s ample capacity situation. It is expected
that the residential mandatory consumption level of
other utilities will be increased to meet this cost
benefit criteria.

Electric Rates Reduced

During the past biennium, the PSC found itself in
the enviable position of being able to reduce some

electric utilities’ rates. Wisconsin Power & Light
Company, Wisconsin Public Service Corporation,
and Madison Gas & Electric Company had rate de-
creases. Wisconsin Electric Power Company and
Northern States Power Company'’s rates are nearly
equal to the levels in effect at the beginning of the
biennium.

Effective regulation and sound utility manage-
ment, new tax laws, and reductions in interest costs
and inflation account for Wisconsin’s stable or de-
clining electric rates.

Due to the commission’'s emphasis on conserva-
tion, as well as a slowdown in the historic rate of
growth in demand for electricity, construction of
conventional power plants has been delayed. Also,
Wisconsin utilities did not over-extend themselves
in building nuclear plants as have so many other
states. Previous commission actions required utili-
ties to withdraw from two proposed nuclear plant
projects. As a result, Wisconsin has avoided the
high construction costs and problems of rapidly in-
creasing rates that other states’ utilities now face.

In 1978, the PSC placed a moratorium on the
planning or application for new nuclear plants until
reasonable progress was made in resolving waste
disposal, fuel supply and decommissioning issues.
In 1984, the legislature reinforced the PSC’s policy
by making the moratorium law.
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Electric Rate Cases
(Class A investor-owned utilities)
Docket Utility Requested
3270-UR-100 Madison Gas & $ 3,977,000
Electric Co.
3270-UR-101 Madison Gas & 3,809,000
Electric Co.
4220-UR-100 Northern States 11,134,147
Power Co.
4220-UT-101 Northern States -4,672,500
Power Co.
5820-UR-101 Superior Water 0
Light & Power
Co.
6630-ER-100 Wisconsin 47,984,000
: Electric Power
Co.
6630-UR-100 Wisconsin 41,200,000
' Electric Power
Co.
6680-UR-101 Wisconsin Power 14,774,000
& Light Co.
6680-UR-102 Wisconsin Power -5,175,000
& Light Co.
6690-UR-101 Wisconsin Public 9,887,000
Service Corp.
! Stipulated Agreement

%
Final Increase

Granted Order {(Decrease)
$ -1,858,000 5/30/86 (2)
-8,794,000 5/29/87 (7)
7,749,000 3/12/86 5
-4,672,500 3/31/871 (3)
-59,000 1/28/87 (.2)
33,684,000 12/23/85 3
-28,888,000 12/30/86 3)
-5,405,000 8/14/86 (2)
-15,000,000 3/31/87! (4)
-1,293,000 7/10/87 (.4)

Gas

Some Natural Gas Sales Promotion to be
Allowed

In early 1986 the commission initiated an investi-
gation into utilities’ natural gas sales promotion pro-
grams. An order was issued on May 19, 1987, in
which the commission found that, under the proper
circumstances, gas sales promotion could benefit
ratepayers. The commission also found that gas sup-
ply is likely to be adequate for the long term, and
that gas prices will generally remain competitive
with other fuels. The commission has reviewed and
allowed gas sales promotion expenses to be col-
lected in rates for eight utilities. Most promotional

6

efforts have focused on the residential space heating
market, although that emphasis is changing to com-
mercial and multifamily housing applications in
which gas substitutes for electricity.

Federal Energy Regulatory Commission

Actions having Significant Impact on
State Regulation

The Federal Energy Regulatory Commission
(FERC) has since May 1984 issued orders and pro-
posals that are intended to fundamentally restruc-
ture the natural gas industry. Although the FERC
regulates producers and interstate pipeline compa-
nies, its actions have significant impact on our local
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gas distribution utilities (LDC) and regulation of this

commission.

A. In May 1984, the FERC issued Order No. 380 to
eliminate variable costs from the minimum com-
modity charge in pipeline rates. This will allow
LDCs to choose the cheapest gas from any pipe-
line supplier without having to make minimum
payments to their original suppliers for gas the
LDCs did not take.

B. In October 1985, the FERC issued Order 436.
This order is probably the most significant order
the FERC or its predecessor, the Federal Power
Commission, has issued in decades. The order is
intended to transform the pipeline portion of the
natural gas system into not only a supplier of
natural gas but also a transporter for customer-
owned gas. This means that our LDCs and cus-
tomers will have a choice: to either continue to
‘buy gas from the pipeline or to buy gas from
third parties (producers, brokers, other pipelines,
etc.) and have it transported by the pipeline (or a
combination of the two).

C. In June 1986, the FERC issued Order 451. The
FERC concluded that one of the impediments to
pipeline companies becoming transporters under
Order 436, rather than suppliers or merchants,
was the continued mix of old low-priced gas—

~ still regulated by the FERC—and new deregu-

lated high-priced gas. This cushion of low-cost
gas allowed both pipelines and producers to sell
the new high-priced gas at above market prices.
(For example, if a pipeline had 50% $2.00 gas
and 50% $5.00 gas, the combined gas costs to
consumers would be $3.50.) If the final market
price was $3.50, then the new higher-priced gas
($5.00) would be sold at the market clearing
price because of the cushion provided by the
cheaper ($2.00) gas. This order in effect deregu-
lated old gas by raising the ceiling price so much
higher than market prices that a producer can
negotiate a free market price for gas that is sup-
posedly still price-regulated by the FERC.

The FERC has concluded that consumers will be
better served by relying on market place competition
to determine prices, supply availability and contrac-
tual relationships rather than having regulation
make those determinations. To reach this goal, the
FERC is attempting to remove the nonmarket-based
rigidities in the gas industry caused by past regula-
tory policies and industry structure. Competition in

the market is being provided by increasing the
number of participants in various segments of the
industry.

In the past, pipelines purchased gas from produc-
ers and resold it to LDCs and a limited number of
end users. The intent now is to bring into the mar-
ket end users, LDCs, marketers and others that will
provide competition for gas supplies and transporta-
tion and therefore produce a price for gas that is
more responsive to market forces. Thus, the market
rather than regulation would set the price of gas.

In June 1987, the D.C. Circuit Court sent Order
436 back to the FERC. While the court upheld the
substance of the FERC transportation program, the
court held that the FERC had not adequately justi-
fied the: a) the right of a LDC to reduce its contract
with its pipeline supplier without allowing the pipe-
line to recoup the lost revenues, b) the procedure
allocating transportation capacity to those that
signed up first without regard for any type of prior-
ity; and, ¢) its inadequate response to the pipeline-
producer contract provisions that require the pipe-
line to pay for gas even if it is not taken. At the end
of the biennium, the FERC had not responded to the
court’s remand, but transportation was continuing.

The actions of the FERC and the gas market will
provide greater hazards and opportunities for LDCs
and greater pressures on state regulators. The gas
industry is undergoing a fundamental restructuring.
The number of options available to LDCs will likely
result in increased review of LDC decision making.

In response, the Public Service Commission on
December 12, 1986, began an investigation into the
need for planning review, changes in rate design,
changes in purchased gas adjustment clauses, ac-
counting changes and related matters. At the end of
the biennium, the commission decided on an Enunci-
ation of Principles relative to LDC rate design and
availability of utility services as follows: ‘

The Enunciation of Principles provides what the
commission considers reasonable in the offering and
pricing of transportation and gas purchasing by
Wisconsin local distribution utilities. In sum, the
commission believes that it is in the public interest
to provide maximum opportunity for all Wisconsin
citizens to benefit from the natural gas market. This
means that except for “essential services” there
should be imposed neither quantitative nor qualita-
tive limitations on transportation. For “essential ser-
vices” the LDC will retain the responsibility of as-

7
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suring these customers are not shut off from energy
supplies.

However, all other customers that do transport
also have to assume the responsibility for their sup-
plies and they diminish the LDC’s obligation to
serve that customer with system gas. The other re-
maining customers of the LDC should be held harm-
less, both service- and cost-wise, from the actions of
the transporting customer.

The commission also stated its principles to be
used in establishing rates and types of transporta-
tion services the LDC’s should provide. These in-
cluded customer purchasing pools, agency services,
flexible rates, cost-of-service, and priorities of
service. '

With the changes taking place in the gas indus-
try, Wisconsin gas utilities saw the need for flexibil-
ity to obtain gas and transportation service from
more than one interstate pipeline. Wisconsin Natu-
ral Gas Company on May 12, 1986, requested au-
thotity to install and place into operation a main
extension and related facilities to obtain gas from a
new supplier. The proposed main would inter-con-
nect with the Midcon Corporation system in Illinois
and provide an alternate supply to its current sole

supplier, ANR Pipeline Company. The commission in
authorizing the new facilities found, among others,
the following:

1. That the construction of the proposed facilities
is necessary to satisfy the needs of the public
for an adequate and reasonably priced supply
of natural gas.

2. That the proposed facilities will provide an al-
ternate supply of natural gas, allowing Wiscon-
sin Natural access to different and less costly
natural gas than is available from its present
supplier.

The Wisconsin Gas Company has also filed an
application with the commission to build facilities to
interconnect with an alternate supplier for its Mil-
waukee service area other than ANR Pipeline Com-
pany. Hearings on this project had not been com-
pleted by the end of the fiscal year 1987. In the
Wisconsin Gas Company case, the 58.6 mile length,
landowner concerns, land quality and a route cross-
ing two major state-owned, environmentally sensi-
tive properties (Kettle Moraine State Forest-Southern
Unit and Vernon Marsh State Wild Life Area) were
among the factors leading to a decision to prepare
an Environmental Impact Statement.
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Docket
3020-UR-100

3270-UR-13

3270-UR-100
3270-UR-101
4220-UR-100
5820-UR-100
5820-UR-101
6640-GR-1OQ

6650-GR-100
6650-GR-102

6680-UR-100
6680-UR-101
6680-UR-102
6710-GR-10Q

6710-GR-101

Utility
Lake Superior
District Power
Company
Madison Gas and
Electric
Company
Madison Gas and
Electric
Company

Madison Gas and

Electric
Company
Northern States
Power
Company
Superior Water
Light and
Power Co
Superior Water
Light and
Power Co
Wisconsin Fuel
and Light
Company
Wisconsin Gas
Company
Wisconsin Gas
Company
Wisconsin Power
and Light
Company
Wisconsin Power
and Light
Company
Wisconsin Power
& Light
Company
Wisconsin
Southern Gas
Company
Wisconsin
Southern Gas
Company

Natural Gas Rate Cases

Requested
480,908.00

3,268,000.00
3,416,000.00
0.00
251,900.00
-59,700.00
-91,922.00
2,106,600.00

26,112,000.00
-442,000.00

0.00
0.00
0.00
705,067.00

3,021,031.00

{Class A investor-owned utilities)

Granted
500,394.00

96,000.00

1,367,000.00

146,000.00

142,000.00

0.00

-187,684.00

704,760.00

10,771,000.00
-6,719,000.00

643,000.00

640,000.00

-1,250,000.00

1,656,517.00

1,895,571.00

Final
Order
11-mar-1986

26-jul-1985

29-may-1986

28-may-1987

11—mar-1986

05-dec-1985

27-jan-1987

07-0ct-1986

20-dec-1985
30-dec-1986

29-aug-1985

14-aug-1986

31-mar-1987

26-sep-1985

07-0ct-1986

0/0
Increase

(Decrease)
4.55

0.10

1.42

0.16

0.34

0.00

(2.11)

114

1.77
(1.14)

0.45

0.46

(1.04) .

3.94

4.71
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ENERGY PLANNING AND
CONSERVATION PROGRAMS

Advance Plan 4 Completed

In August 1986 the PSC issued its order in Ad-
vance Plan 4. This order included a number of major
planning directives. In the area of generation plan-
ning, the commission adopted an integrated least-
cost planning approach. In the area of transmission
planning, the commission adopted an approach that
relies on joint, integrated statewide transmission
planning. These are discussed in detail below.

Least Cost Planning and Demand Side
Management Highlighted

The Advance Plan 4 order directed the major Wis-
consin electric utilities to use an integrated least-
cost planning approach to meet the state’s electrical
energy needs. This approach requires that the utili-
ties focus on the most cost effective means of meet-
ing customers’ energy service needs, whether it is by
generating and supplying electricity or by reducing
the need for electricity through improved efficiency.
Both approaches, known as supply-side and de-
mand-side respectively, are evaluated and imple-
mented on an even-handed basis.

While many of the ingredients of integrated least-
cost planning have been a part of each previous
Advance Plan, this order is the first to formally de-
fine and mandate the approach in its entirety. It puts
the PSC in the forefront of utility planning
regulation.

The other piece of the integrated least-cost plan-
ning puzzle is demand-side planning. This aspect of
long-range electric planning encompasses such areas
as energy conservation, load management and rate
design. Demand-side planning requires the utilities
and regulators to determine the energy needs of
their customers and identify how those needs can
best be fulfilled. This is the part of least-cost plan-
ning that has shifted utilities’ attention more
towards-the customer and has caused them to view .
themselves now as providing energy services to cus-
tomers rather than primarily focusing on energy pro-
duction and delivery. Electric utilities and the Public
Service Commission have broadened their view of
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how energy utilities relate to their customers and the
need for analyzing how electric demand can be af-
fected to result in integrated least-cost planning.

Joint Statewide Transmission Planning
Ordered

Because the electric transmission system is inter-
connected and functions as a single system, irrespec-
tive of corporate boundaries, joint utility transmis-
sion planning on a single system basis is necessary
to ensure minimum costs, minimum environmental
impact and maximum reliability of service to cus-
tomers. In the Advance Plan 4 (AP-4) order the com-
mission required a joint study for all of eastern Wis-
consin and a joint study for the “interface” area
between western and eastern Wisconsin. (A joint
study for western Wisconsin was ordered in AP-3.)
In addition, the commission set minimum standards
for adequate transmission planning to ensure a sys-
tematic, comprehensive approach.

The commission goal is a statewide transmission
plan based on joint, single-system planning and an
organizational/procedural mechanism for planning
that encourages joint, single system planning.

In AP-4 the commission also ordered extensive
data to be gathered for about 5,000 miles of trans-
mission line-—those lines older than 50 years and
those lines now operated on the basis of conductor
temperature criteria higher than that for which the
line was designed. Data on line condition, clear-
ances, and electrical losses will allow utilities to
make decisions about line replacements or upgrades
and will allow utilities to fix problems identified
during the data search.

Alternative Electric Power Supply Study

Updated

In 1985 the commission staff released an update
of its earlier Alternative Electric Power Supply
study. This study analyzed the potential impact of
conservation and alternative energy sources for
meeting the state’s incremental electricity needs. The
study, which was reviewed in the context of Ad-
vance Plan 4, concluded that, as found in the origi-
nal supply study, there is great potential for cost
effective alternatives to traditional utility generation
expansion. The staff is gathering further information
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to better plan conservation and alternative energy
programs. That information will be used in Advance
Plan 5 to develop integrated least-cost plans to meet
the state’s electricity needs.

Generating Plant Life Extension
Programs Begun

The commission, in Advance Plan 4 (docket 05-
EP-4), recognized the value of implementing cost-
effective measures to extend the service lives or im-
prove the usefulness of existing generating plants in
order to reduce, defer or eliminate the need for fu-
ture new plant additions. The major generating utili-
ties were required to develop plant life extension
programs and encouraged to pursue this element of
capacity planning. In compliance with the advance
plan order, the affected utilities have filed generating

‘plant life extension programs. In some cases, the
program lays out the basic plan to systematically
assess the condition and evaluate the remaining life
of older generating plant units plus general plans
for future work. A few utilities have already identi-
fied specific project plans and are proceeding with
implementation.

On May 21, 1987, the commission approved Wis-
consin Electric Power Company’s application for ma-
jor renovation maintenance on Units 5 through 8 at
its Oak Creek Power Plant. On September 15, 1987,
the commission approved Northern States Power
Company’s application to proceed with plant life ex-
tension at its Bay Front Plant in Ashland. A life
extension project application has been filed for Wis-
consin Electric Power Company’s Port Washington
Plant and a similar application is expected soon for
Wisconsin Public Service Corporation’s Pulliam
Plant at Green Bay.

The major work components of these projects are
usually scheduled over a period of several years in
order to minimize the impact on costs, utility staff
resources and generating capability. Although the
proposed extension of life varies somewhat among
units and plants, the common life extension goal is
in the range from 10 to 20 years beyond currently
projected retirement dates.

Waste-to-Energy Projects Authorized

Two unique waste-to-energy projects were autho-
rized during the biennium. On September 16, 1986,
Northern States Power Company was authorized to
construct a resource recovery facility and convert
the Unit 1 boiler to fluidized bed combustion to burn
refuse derived fuel (RDF) at its French Island Gener-
ating Station at La Crosse. Under a 20-year contract
with La Crosse County, NSP will design, construct,
own and operate the RDF and combustion/genera-
tion facilities, and the county will provide a desig-
nated amount of municipal solid waste to the facil-
ity. The county will pay the utility a service fee for
the processing of its municipal solid waste. The
project is scheduled for commercial operation in late
1987 or early 1988.

On January 8, 1987, the commission authorized
the Muscoda Municipal Electric Utility to install a
turbine generator in an incinerator-boiler plant
owned by the village. The village of Muscoda and
other communities in the southwest part of the state
are running out of sanitary landfill space. Currently,
wastes are transported long distances to a licensed
landfill at a considerable cost to the communities.
The village of Muscoda plans to construct an incin-
erator for its solid waste and, to make the project
feasible, has contracted with nearby communities to
also burn their solid waste for a tipping fee.

An associated energy recovery facility will be in-
cluded to produce steam for two local industries,
heating for several buildings and hydroponic green-
houses which the village proposes to erect, and
power for the Muscoda Municipal Electric Utility to
drive a 2,000 kW turbine generator. Electricity gen-
erated will be used to supply the electrical needs of
the waste-to-energy plant with any excess genera-
tion to be used by the Muscoda utility to meet the
needs of its customers or sold to Wisconsin Power
and Light Company, its wholesale supplier.

The commission staff also conducted a compre-
hensive study of Madison Gas and Electric Com-
pany’s use of RDF from the city of Madison and
prepared a report with recommendations for improv-
ing and increasing this use.

The principal objectives of these projects include
the cost-effective recapture of existing electric gener-
ating capacity, useful energy production from the
disposal of municipal solid wastes that would other-
wise require costly and nonbeneficial land disposal,
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and the associated environmental benefits of re-
source recovery and recycling. The commission en-
courages such cost effective waste-to-energy projects
and has required other electric utilities to study the
feasibility of such projects, including the impact on
air quality, through recent Advance Plan orders.

Conservation Programs Saw Growth in
Biennium

The 1985-87 biennium saw dramatic expansion in

the number, variety, and total funding of utility en-
ergy conservation programs overseen by the commis-
sion. In 1984, overall funding for such programs was
approximately $28 million. By 1987 this figure had
increased to an annual expenditure level of $56 mil-
lion, or about 1.6% of total gas and electric utility
revenues. It should be noted that this $56 million
includes only $21 million of Wisconsin Electric’s au-
thorized 1987 conservation budget of $84 million be-
cause the remainder is recovered in rates in future
years. .

At the end of 1984, there were five programs offer-
ing financial incentives to state residents for conser-
vation of energy. By the end of 1987 the number of
incentive programs had increased to 46, encompass-
ing a wide range of end-uses, customer classes and
incentive types. The biennium also saw significant
increases in the magnitude of commercial and indus-
trial conservation programs, an increased effort to
encourage the conservation initiatives of municipal
utilities, and the development of the Wisconsin Elec-
tric Smart MoneyTM Program, a major initiative to
achieve energy savings sufficient to delay the expen-
sive refurbishing of a power plant. To meet bur-
geoning needs to monitor all these programs, the
commission in July of 1986 created the Office of Con-
servation and Energy Efficiency.

Conservation Efforts Expanded to
Commercial and Industrial

There is substantial potential for energy conserva-
tion in the commercial and industrial sectors since
typically more than half of the utilities’ energy sales
are to those customers. The major Wisconsin gas
and electric utilities are expanding their conserva-
tion efforts in these sectors to tap more of this po-
tential. Utilities are beginning to offer packaged pro-
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grams that include both the information needed to
implement conservation measures as well as finan-
cial incentives to overcome financial barriers.

The information programs have become more for-
malized to include an audit, analysis and follow-up.
The financial incentives are diverse and offer cus-
tomers various financing options such as rebates,
loans and shared savings.

The rental segment is a part of the commercial
sector that has received little attention in the past. A
Wisconsin Home Energy Efficiency Label (WHEEL)
has been developed by PSC staff and the state’s
major utilities to rate the thermal performance of
rental property. This will give property owners a
marketing tool and allow tenants to compare pro-
spective apartments by their energy efficiency and
costs.

Utilities Offer Customers Financial
Incentives to Conserve

A natural outgrowth of utility conservation infor-
mation programs is financial incentives for custom-
ers who undertake specific conservation measures.
The state’s ten major energy utilities are offering
full-scale and pilot incentive programs in all sectors
(residential, commercial, industrial and farm). Finan-
cial incentives include rebates, loans, loan buy-
downs, shared savings and guaranteed savings.
Some utilities are also acting as facilitators for loans
between customers and lending institutions.

These incentives will have a lasting impact on the
marketplace. Retailers and suppliers learn the bene-
fits of equipment they might not ordinarily stock.
Ratepayers benefit from the opportunity to install
weatherization measures and equipment which can
provide dollar savings, comfort and efficiency.

PSC Develops New Accounting

Treatments For Conservation

In the last year of the biennium, the commission
took an aggressive role in providing investor-owned
utilities with financial incentives to encourage them
to achieve energy conservation more effectively. The
major action was to allow utilities to receive rate
base treatment for certain investments in conserva-
tion rebates and loans. For example, in Wisconsin
Electric Power Company’s rate case, the commission
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required that all investments in rebates and loans be
capitalized and allowed the utility to receive the cur-
rent return on these investments. As the biennium
ended, the commission was also in the process of
developing a similar system for accounting for con-
servation expenditures of municipal utilities.

Allowing the conservation investments to be capi-
talized provides that these expenditures will be
treated in a manner similar to other capital invest-
ments by the utilities. Since conservation can be
looked at as a long-term source of energy supply, the
commission supported spreading the costs of conser-
vation over a period that was commensurate with its
benefits to ratepayers. This also provides a fair com-
parison between new generation capacity, conserva-
tion, and other alternatives for meeting energy
demand. ‘

In addition to capitalizing conservation, the com-
mission also offered to provide utilities with addi-
tional financial incentives if they could achieve cer-
tain specified amounts of energy and demand
savings. If utilities with these incentives can show
that a certain amount of energy or demand has been
saved through their conservation efforts, they will be
eligible for additional financial “rewards.” On the
other hand, for at least one utility, failure to achieve
a certain amount of savings will result in a financial
“penalty.”

Municipal Electric Utilities Should
Provide Conservation Plans

The Advance Plan 4 order addressed the need to
include municipal and small investor-owned utilities
in the move toward statewide integrated (or least-
cost) planning. The commission determined that mu-
nicipal and small electric utilities should investigate
demand-side options to provide least-cost reliable
electric service to their customers. The large eleciric
utilities that provide wholesale power to the
municipals are to assist in this effort by making
conservation services and information available to
wholesale customers.

Municipal utilities have begun to educate them-
selves about the options and potential advantages of
demand-side planning with the help of their organi-
zations, Municipal Electric Utilities of Wisconsin
(MEUW) and Wisconsin Public Power Inc., SYSTEM
(WPPI). In a further step, eight of WPPI's member

utilities have received commission permission to of-
fer their customers financial incentives for improving
electric energy efficiency by piggybacking their pro-
grams onto the Wisconsin Electric Power Company’s
Smart MoneyTM Program. Deferred accounting treat-
ment was authorized to enable the municipals to
offer their programs.

WEPCO Begins Smart MoneyTM
Program

As a result of the Public Service Commission’s
rate order for Wisconsin Electric’'s 1987 test year,
the utility developed an extensive energy efficiency
program called Smart MoneyTM. Included in the
Public Service Commission order was approval of a
conservation budget of $73 million that would be
included in the rate base and $11 million that would
be expensed. The Smart MoneyTM program concen-
trates on electrical conservation, and offers both re-
bates and zero interest loans to all customer sectors.

In the residential sector, Wisconsin Eleciric Power
Company offers rebates or loans for energy efficient
electric appliances, continues to offer such informa-
tion and audit services as the Residential Conserva-
tion Service and Rental Living Unit Conservation
Service. It also offers the Good /Cents Home Program
for new home construction with emphasis on the
multifamily sector.

Another residential program is Wisconsin Elec-
tric’s Housing Partnerships Program. This program
provides technical and financial assistance targeted
to housing rehabilitation including improving the
overall energy efficiency for low- and moderate in-
come housing, again with emphasis on electric sav-
ings and the multifamily sector. A major component
of this program is the revolving loan fund that Wis-
consin Electric has established in partnership with
lending institutions, the City of Milwaukee Home
Front Project, and the Wisconsin Housing Partner-
ship for Housing Development, Inc. Wisconsin Elec-
tric also has established a similar revolving loan
fund in partnership with HUD housing projects,
housing authorities, community-based organizations
and local units of government. Both funds provide
energy conservation loans that are used to increase
the energy efficiency of low- and moderate income
housing units with weatherization, energy efficient
appliances and lighting.
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The commercial, industrial and farm sectors can
get energy information and an evaluation of their
energy efficiency through the Commercial and Apart-
ment Conservation Service, farm energy evaluations,
large commercial and industrial audit evaluations
and the Good /Cents Commercial Program. Financial
assistance offered to Wisconsin Electric’'s farm, com-
mercial and industrial customers includes both stan-
dard and customized rebates, a zero interest five-
year loan and an interest buydown on a loan from
the customer’s bank. Product (standard) rebates are
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offered for such items as efficient lighting, motors
and water heating,

Wisconsin Electric Power Company’s Smart
MoneyTM program is one of the most intensive, com-
prehensive energy efficiency programs in the coun-
try. Thorough evaluations are being planned. The
experience gained from this program will be critical
to Wisconsin utilities’ efforts to expand their energy
efficiency programs and to do demand-side planning
as a part of the integrated least-gost planning efforts
in the state.
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Complaint Responses Automated

Although the commission has improved its com-
plaint response times in recent years, the agency
resolved to do even better by installing an on-line
computer system that will increase speed and pro-
ductivity. The move to automation had been pro-
posed for ten years but budget constraints pre-
vented its implementation until the end of the '85-87
biennium. The automated complaint and inquiry sys-
tem will enable the commission staff to instantly
recall a consumer’s file while the person is on the
phone, thus giving faster responses and quicker
complaint resolutions.

The automated system will also permit the PSC to
improve its statistical analysis of complaints to spot
trends and trouble areas earlier so that corrective
action can be taken quickly. The new data will al-
low the agency to report comparative data that can
be used to measure utility performance in consumer
services.

The PSC continues to lead the other states in
dealing with the energy hardships that low-income
energy users face. During the past biennium, several
policies and program initiatives were improved.

Cold Weather Disconnection Rules
Strengthened '

In 1987, the PSC again strengthened the winter
moratorium on utility service disconnection for un-
paid bills, first ordered in 1973, by clearing up a
misunderstanding regarding whether the rules ap-
plied to "occupants” of a dwelling or just the “cus-
tomer” whose name appears in utility records. Some-
times the “customer” is an absentee landlord.

The clarification came as a result of an incident in
November 1986 in Bear Creek, Wisconsin. Wiscon-
sin Gas Company had shut off the gas to a mobile
home occupied by two migrant workers, at the re-
quest of the landlord who was the utility’s customer
of record. The workers died when they used a char-
coal grill for indoor cooking and were asphyxiated.

The PSC referred the matter to the state Attorney
General for enforcement of the winter disconnection
rules violations. Later, in a consent judgment, the
utility agreed to pay $40,250 in civil forfeitures and
penalties.

During early 1987, the commission began a pro-
ceeding to develop rules that would limit extraordi-

nary winter protections to those households that re-
ally need it but not to households that can and
should pay their energy bills as they are incurred in
winter months.

Utilities Develop
Early Identification Programs

The PSC has monitored the excellent improve-
ments in the Early Identification Programs that the
ten largest electric and gas utilities use to identify
and assist customers who may have difficulty paying
their bills. The utilities often refer these people to an
appropriate agency for weatherization assistance,
counseling or other help. By dealing with problems
in their beginning stages, the programs help prevent
many energy hardships from becoming crises for
customers and utilities.

Interagency-Utility Conferences
Coordinate Efforts

The success of the above-mentioned initiatives
has been partly due to communication among utili-
ties, public and private social service agencies, law
enforcement and PSC staff. To foster cooperation
among these groups, the commission again directed
the utilities to hold interagency-utility conferences.
Since 1984, more than 60 such conferences have
been held throughout Wisconsin, attracting more
than 6,000 people.

While first indications show the new Cold
Weather Disconnection Rules and Early Identifica-
tion Programs to be effective in helping the immedi-
ate energy crisis of a low-income customer, the com-
mission is looking toward longer term results from
the comprehensive energy assurance program that
was developed by the statewide ad hoc Low-Income
Energy Task Force and is being tested in two
counties.

Low-Income Energy Task Force
Recommends Changes

The ad hoc Low-Income Energy Task Force was
formed in January 1985 by a coalition of citizen
groups, utilities, fuel suppliers and government
agencies, including the PSC. The task force devel-
oped a comprehensive plan for dealing with the
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problems low-income energy users face. Some of its
recommendations urge new legislation or additional
public funds. _

As a result of the task force’s recommendations,
the PSC instructed large utilities to ensure coordina-
tion between utility weatherization and energy assis-
tance programs and other state and local efforts.

The extensive local networking from the Task
Force and the interagency conferences led to the first
statewide low-income energy services conference
{Appleton, February 1987). More than 350 partici-
pants from public and private organizations identi-
fied problems and some possible solutions regarding
home energy hardships.

These developments in Wisconsin are models na-
tionally and helped foster the formation of the Na-
tional Low-Income Energy Consortium {a coalition of
utilities, consumer advocates, regulators and social
service agencies). A total of 475 representatives at-
tended the consortium'’s first meeting in Baltimore in
June 1987. Because Wisconsin's programs are na-
tional models, the consortium has selected Milwau-
kee for its June 15-17, 1988, conference.
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PSC Mediates Consumer Problems With
Utilities

The PSC’s Consumer Services Bureau {CSB) em-
ploys four consumer specialists to aid consumers in
dealing with their utilities. During the biennium, the
bureau handled almost 7,100 complaints.

The CSB can mediate most problems a customer
may be having with a utility, if the utility and the
customer have not been able to correct the situation
on their own. The PSC has the responsibility to see
that electric, natural gas, telephone and water utili-
ties work with customers in accordance with pre-
scribed rules.

Consumer Complaints

Telephone 2,825
Electric 1,873
Gas 1,648
Combined Gas/Electric 399
Water 301
Miscellaneous 78

Total 7,124
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TELECOMMUNICATIONS

Decreased Regulation of
Telecommunications Services

The 1985 Wisconsin Act 297, relating to the regu-
lation of telecommunications utilities, originated
from 1985, Senate Bill 318. Senate Bill 318 was origi-
nally developed by the Legislative Council's Special
Committee on Telecommunications. The act took ef-
fect on May 6, 1986.

Currently, the telecommunications industry is in
fransition from a system of a single monopoly pro-
vider of telecommunications services to a system of
greater competition, with multiple providers of mul-
tiple services.

The provisions of the act are intended to make
Wisconsin law more responsive to the changes oc-
curring in the telecommunications industry. It is the
intent of the legislature that the PSC have flexibility
to deal with the current period of transition in the
industry while confinuing its mandate to protect the
interests of ratepayers.

According to the new law, the PSC shall, when
consistent with the protection of the ratepayers, rely
on competition rather than regulation to determine
the variety, quality, and price of telecommunications
services.

The following are the major legal changes made
by Act 297:

1. Partial Deregulation of Particular Telecommuni-
cations Services - The PSC may determine after
hearing, if a market for a telecommunications
service is sufficiently competitive to justify a
lesser degree of regulation, and if so, change
the extent of regulation applied to the firms in
that market. The commission has opened a pro-
ceeding under this section to investigate the
long distance service market.

2. Initial Deregulation of Certain Types of Tele-
communications Service Providers - Telecom-
munications resellers, cable television telecom-
munications service providers, pay telephone
service providers, radio common carriers, and
cellular mobile radio carriers are now called
Alternative Telecommunications Utilities
(ATU). These entities are provisionally ex-
empted from regulation under Ch. 184, Stats.,
and Ch. 196, Stats. The commission held pro-
ceedings on the regulation of ATU’s and has
established rules on ATU applications and
regulation.

3. Lesser Regulation of Small Telecommunica-
tions Utilities - A small telecommunications
utility (STU) is defined as a utility which has
fewer than 7,500 consumers. The STU may in-
crease rates 30% in any one year or, in the
case of residential local telecommunications
service, $2, whichever is higher. The STU must
notify customers 60 days in advance of the
effective date for the rate increase. If petitions
are not filed, the increase can go into effect
without commission approval. There is also a
petition procedure by which the STU can be
brought back under full regulation.

4. Intervenor Financing - The act establishes an
intervenor financing fund of $200,000 per year.

5. Other miscellaneous provisions of the Act
cover contracts, promotional rates, public ac-
cess to records, equal access reports, cross sub-
sidies and domestic incorporation.

Pursuant to other procedures concerning small
telecommunications utilities under 1985 Wisconsin
Act 297, 10% of the consumers may file a petition te
have a small telecommunications utility brought
back under full regulation. One such petition was
filed by customers in this last biennium. A ballot
was sent to all consumers asking their preference on
the regulation of their local exchange telephone com-
pany. By a narrow margin, the customers of that
utility voted to let utility remain under the new re-
duced regulatory provisions of the Wisconsin
Statutes.

Small Telephone Utility Rate Proceedings

Rate increases for small telephone utilities, those
serving fewer than 7,500 customers, are handled
under one of two procedures established by the leg-
islature to reduce regulatory burdens, costs, and de-
lays on these companies. Under one procedure, sec-
tion 196.20(5), Stats., a utility may apply to the
commission for an increase and unless requested by
customers, no hearing is required. The commission
must act on these requests within 120 days unless a
hearing is requested in which case the commission
must act within 180 days.

With the establishment of sections 196.213 and
196.215, Stats., by 1985 Wisconsin Act 297, a small
telephone utility may increase rates by up to 30%
without commission approval or a formal proceeding
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unless 10% of the utility’s customers petition for
commission review.,

The following tables show rate actions of small
telecommunications utilities under these two statu-
tory procedures, since July 1985:

Cases Filed Under 196.213 and 196.215
Effective
Application Proposed Date
Docket Utility Name Received Increase (PROP) Disposition of Case
1910-TR-100 Fairwater-Brandon-Alto 06/26/86 $ 69,100 08/25/86  Petitioned, Hearing held,
Rate reduction of $21,200
ordered 10/15/87
3070-TR-100 Larsen-Readfield 07/01/86 N/A 09/01/86  Petitioned, Case under re-
‘ view under 196.20(5)
850-TR-100  Burlington, Brighton, 07/10/86 $ 58,700 09/10/86  Over 30%, Withdrawn 9/
‘Wheatland 05/86
2390-TR-101 Greenwood 07/23/86 $ 47,000 09/21/86  Over 30%, Withdrawn 9/
05/86
3660-TR-101 Midway 07/31/86 . $ 91,000 09/30/86  Over 30%, Withdrawn 9/
05/86
1870-TR-101 Fennimore 07/31/86 $ 42,000 09/30/86  Over 30%, Withdrawn 9/
05/86
640-TR-100  Bonduel 08/18/86 $ 38,100 10/17/86  Over 30%, Withdrawn 9/
05/86
5140-TR-101 Rock River 09/11/86 $ 54,200 11/12/86  Petitioned, Withdrawn 11/
14/86
2390-TR-102 = Greenwood 09/19/86 $ 45,175 11/18/86  In effect, Date changed to
v 12/01/86
1970-TR-102 Fennimore 10/02/86 $ 41,127 11/28/86  In effect, Date changed to
12/13/86
640-TR-101  Bonduel 10/03/86 $ 38,021 12/04/86 In effect, Date changed to
12/19/86
850-TR-101  Burlington, Brighton 10/03/86 $ 52,905 12/04/86  In effect, Date changed to
Wheatland ' 12/19/86
3660-TR-102 Midway 12/29/86 $129,000 02/28/87 Commission suspended
rates, Withdrawn 04/02/
. 87
300-TR-101  Badger State 04/09/87 $ 57,900 06/12/87  Petitioned, Case under re-
-view under 196.20(5)
6340-TR-101 Wayside 04/24/87 $ 21,400 07/01/87 In effect
5660-TR-100 Spring Valley 06/04/87 $ 24,000 08/01/87  In.effect
5040-TR-100 Rib Lake 08/03/87 $ 15,000 08/01/87  In effect
3880-TR-101 Mosel & Centerville 06/19/87 $ 72,500 08/22/87 In effect
1640-TR-101 Dodge County 10/02/87 $ 19,200 12/04/87  Petitioned, Case under re-
view under 196.20(5)
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Cases Processed Under
S. 196.20(5) Stats

Increase Amount

Effective Requested Authorized by

Date of Customer Date of by the the

Docket Telephone Utility =~ Application Notice Date  Order Utility Commission
5570-TR-100 ' Southeast 8/8/1985  9/23/1985  1/21/1986  $227,000 $216,755
2420-TR-100 Hager City 8/28/1985 10/25/1985 2/20/1986 $184,000 $155,542
1640-TR-100 Dodge County 8/30/1985 12/17/1985 4/8/1986  $ 39,000 $ 33,492
5710-TR-101 Stockbridge & Sherwood  8/30/1985 12/21/1985  4/10/1986  $ 99,000 $ 86,227
6070-TR-100 Valders 9/6/1985 12/21/1985 4/10/1986 $116,500 $ 69,284
0300-TR-100 Badger State 8/30/1985 12/21/1985  4/15/1986  $215,000 $181,468
1020-TR-100 Central State 11/11/1985 2/14/1986 5/27/1986 $150,000 $150,000
3880-TR-100 Mosel/Centerville 11/27/1985 3/3/1986  6/26/1986  $ 96,000 $ 90,372
960-TR-100 Casco 12/6/1985 2/1/1986  7/26/1986 $ 76,000 $ 46,365
3970-TR-101. Mt. Vernon 2/5/1986 4/9/1986 8/5/1986  $115,625 $ 88,640

PSC Orders Refunds and Reduces and
Restructures Wisconsin Bell’s Rates

The commission has continued to review Wiscon-
sin Bell’s earnings since its divestiture from AT&T
and the establishment of its new parent company,
Ameritech, on January 1, 1984. Three rate refunds
and two rate reductions were ordered in the period
from March 1986 through May 1987 in the commis-
sion’s investigation in docket 6720-TI-3 on Wiscon-
sin Bell's earnings. Wisconsin Bell’s rates were
again substantially reduced on August 1, 1987, fol-
lowing further investigation and hearing in docket
6720-TI-102. Basic local usage rates were separated
from access rates. The rate structure was also sim-
plified in that the former 14 rate groups were re-
duced to 1 to 5 rate groups, depending on the type
of service of customers. Single statewide access
rates were established for residential and business
lines and business trunk categories. Other modifica-
tions approved in this proceeding were the estab-
lishment of a lifeline plan for service connection
charges and the elimination of zone charges that
apply in rural areas. The commission also estab-
lished a waiver period, during which customers may
switch from their current service to other services
without charge.

Access Charge Dockets Concluded

The initial access charge docket, opened in 1983
to investigate the system of payments between long
distance telephone companies and local telephone
companies, was finally closed. The commission, in
this docket, ordered that local exchange company
expenses that are allocated to toll should be recov-
ered through a flat rate capacity charge, instead of
the usage sensitive carrier common line charge. A
capacity charge is less likely to cause bypass, be-
cause it is not usage sensitive.

This capacity charge mechanism has been ordered
for Wisconsin Bell, and should be effective on Janu-
ary 1, 1988. The commission is currently deciding
whether it is prudent to extend this decision to the
other local exchange companies in Wisconsin, since
capacity tariffs are new and the effects on carriers
have not been extensively studied in other states.

The commission also closed its investigation on
the appropriate access charge compensation for use
of extended area service facilities. The commission
accepted a stipulated agreement among all parties
that will result in sharing of access revenues among
all large exchange carriers that may be involved in
transmitting long distance calls.

In the intralLATA arena, the commission ordered a
system of access charges to replace the predivesti-
ture contractual arrangement between Bell and the
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independents known as settlements and separations.
This opens the way for competition in all long dis-
tance markets in Wisconsin. With this development,
customers might, in the future, be buying long dis-
tance service from their local telephone company.
Also in this docket, the commission is going to de-
cide on the allocation of the local exchange fixed
costs to the toll market. This will influence the cus-
tomer’s long distance and local bills. Final decisions
in these areas are yet to be made.

The commission will also decide the level of regu-
lation of the long distance telephone companies such
as AT&T, MCI and US Sprint. The extent of competi-
tion will be analyzed, and the commission will de-
cide if enough competition exists so that the amount
of regulation existing today can be lessened in a
manner beneficial to both the companies and the
consumer. This investigation is being conducted
under new statutory provisions (s. 196.195) created
by 1985 Wisconsin Act 297.

PSC Deregulates Customer Premises
Wiring

On August 12, 1986, the commission deregulated
phone wiring within a customer’s home or business.
This deregulation, which follows the deregulation of
customer premises equipment, recognized the com-
petitive nature of this service and the fact that cus-
tomers have alternatives to having the telephone
company install or maintain wiring. All local ex-
change telephone companies were required to relin-
quish ownership of inside wiring and to revise their
tariffs to remove inside wiring from the offering of
service. Many companies continue to offer inside
wiring, but on a deregulated basis. They also offer
plans to enable customers to have the utility main-
tain the wiring. These plans are also optional and
are not part of utility service. Customers can install
and maintain wiring on their own or obtain wiring
services from other nonutility persons.

Metroplan Investigation Begins

In September 1986, the PSC issued a Notice of
Investigation to look at the rates customers pay for
calling within the Milwaukee Metroplan service area
and elsewhere in metropolitan Milwaukee. Prior to
that time the PSC had dealt with a number of spe-
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cific complaints and petitions from customers of that
area.

This generic investigation on Metroplan was
opened to examine the many aspects of this subject
and to consider the implications of service and rate
changes on efficiency, operations, and customer
equity. A decision is expected in 1988 after exten-
sive data is collected.

Regulatory Strategic Planning

The principles of regulatory strategic planning,
which were applied to energy utility financial issues
in the last biennium, are now being applied to tele-
communications utility issues to help anticipate
problems and reduce reactive decision-making.

Technological innovation and competition has fos-
tered rapid change in the telecommunications indus-
try. Regulatory strategic planning helps utilities and
the commission set goals, identify issues, examine
alternatives, implement appropriate actions in a

. timely manner and measure the results of these poli-

cies. The PSC hopes to reduce the foreseeable risk
and uncertainty associated with this ever-changing
environment and, consequently, better serve the
public interest.

Wisconsin Bell Flexible Rate of Return

In the most recent Wisconsin Bell rate case, a
flexible rate of return was authorized to provide an
incentive for Bell to minimize operating costs while
continuing to provide high quality service. The re-
turn on equity range established was 12.5% to
15.5%, with a target level of 13.5%. Bell will be
permitted to earn up to 14% without sharing profits
with customers; however, earnings between 14%
and 15.5% will be shared 50-50 with customers, and
to the extent that profits exceed a 15.5% equity

return, these will be flowed to customers.

Over the 20-month period that these rates will be
in effect, the company will not be permitted to seek
a rate increase unless it is anticipated that its return
would fall below 12.5%. The flexible rate of return
promises the company an opportunity, through effi-
cient management and productivity improvements,
to earn as much as 1-1/4 percentage points above
the 13.5% return on equity used to establish reve-
nue requirements in the case. Additionally, the com-
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pany is not precluded from filing tariffs for new were earning in excess of authorized levels. The
services which might generate new sources of reve- rates of 14 companies were made subject to refund
nues. This new mechanism is expected to give Bell due to their high earnings level. All 14 companies
the opportunity to demonstrate management are being investigated individually to determine the
efficiency. reasonableness of their present rates. Rate reduc-

tions will be ordered, if it is determined that the

. current rates are excessive.
Small Telephone Company Earnings

Investigated

A preliminary review of 75 small telephone com-
panies’ earnings indicated that several companies

TELEPHONE RATE CASES

(Utilities having over 40,000 access lines)

Percent

Docket Utility Requested Granted Final Order Change
6720-TI-3 Wisconsin Bell, Inc. 0.00 -10950000.00 25-mar-1986 -1.55
2180-T1-100 General Telephone Co. 0.00 -5851091.00 04-dec-1986 -6.90
6720-T1-102 Wisconsin Bell, Inc. 0.00 -31968000.00 28-jul-1987 -4.48
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Water and Sewer Rate Cases

The commission issued 164 formal water and
sewer rate orders during the biennium. Ninety-six
applications for new water and sewer construction
projects were received and approved. There are 555
water and 91 sewer utilities under PSC regulation.

PSC Investigates Direct Charging Public
Fire Protection to Tax-Exempt Properties

The PSC investigated the question of direct charg-
ing public fire-protection to tax-exempt properties.
Currently, the PSC recognizes the municipality in its
governmental capacity as the customer of the water
utility’s public fire-protection service. The utility

bills the municipality which then typically places
these charges on the tax roll. ThlS concept was reaf-
firmed in 1986. ,
Responding to requests to consider direct public
fire protection charges to tax-exempt property, the
commission studied this question in a generic inves-
tigation in Docket 05-WR-100. The commission con-
cluded that charging the municipality as the primary
customer for public fire protection costs remains ap-
propriate, and that a separate customer class for
tax-exempt properties would not be appropriate.
The commission noted, however, that municipalities
could make direct charges under their taxing power
against all property-owners, including tax-exempt

- organizations, for certain municipal services includ-

ing public fire protection costs.

Class A and B Water Rate Cases in 1985-87
o Granted 9% Increase
“Docket Utility Requested (Decrease) Final Order (Decrease)
' Whatever

190-WR-101 Appleton Needed $ 300,813 9/30/86 9
'1480-WR-100 Cudahy " 87,480 10/14/86 7
1740-WR-100 Eau Claire " 387,803 6/3/86 13
505,733 17

2350-WR-100 Green Bay ” 637,242 12/30/86 14
2820-WR-100 Kenosha " 342,716 6/11/87 8
2920-WR-100 La Crosse ” 480,051 6/11/87 23
3280-WR-100 Madison " (240,423) 11/6/86 (3)
3320-WR-100 Manitowoc " 592,557 8/22/85 38
4480-WR-100 Oshkosh ” 506,549 5/8/86 22
5590-WR-100 South Milwaukee " 173,709 1/16/86 21
5820-UR-100 Superior W&L $ 40,667 40,667 12/15/85 2
5820-UR-101 Superior W&L 728,610 506,927 1/27/87 20

’ Whatever 4

6300-WR-100 Wausau Needed 521,631 10/28/86 32
6680-UR-100 WP&L (Beloit) 421,477 67,870 8/29/85 2
WP&L (Ripon) 23,500 25,178 8/29/85 (3)

6680-UR-101 WP&L (Beloit) 553,804 61,581 8/14/86 2
WP&L (Ripon) 68,590 8,468 8/14/86 (1)
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! COMMISSION ORGANIZATION AND REGULATION ISSUES | |

Tax Reform Act of 1986 Reduces Intervenor Compensation Encourages
Customer Rates Participation

The public continues to be active in commission
hearings. Participation was furthered in 1986-87
when the commission received an annual appropria-
tion of $200,000 for intervenor compensation. The
available funding assures that individuals or groups
who have a substantive contribution to the issues
will be able to do so, regardless of their financial
resources. Intervenor financing was granted as
follows:

The PSC conducted a special investigation of the
impact the 1986 Federal Tax Reform Act would have
on private utility rates. The investigation resulted in
rate reductions in excess of $108 million. Only two
utilities have not agreed with the reduced rates;
Madison Gas and Electric Company is opposing the
use of a blended tax rate for their test year and Mid-
Plains Telephone has refused to reduce rates with-
out a full investigation of all the forecasted revenues
and expenses. All other utilities have passed the
effects of the reduced tax expense on to their respec-
tive ratepayers.

Intervenor Financing 1985-87

Intervenor Issue Expenditure
Citizens' Utility Board Research and develop testimony regarding fuel

procurement practices and policies of Wisconsin

Electric Power Company. $27,556
Citizens’ Utility Board Provide testimony regarding intrastate interexchange

access charges. 2,405

Wisconsin's Environmental Decade Provide testimony on whether the formation of a

holding company by Wisconsin Electric Power

Company may harm the interest of consumers due to

inadequate cash to finance diversification. 5,450
Wisconsin’s Environmental Decade Provide testimony on cost of common equity and

alternative treatments and impacts concerning

capital not required for Wisconsin Power and Light. 5,922
Wisconsin's Environmental Decade To testify on taxes and rate structure in Wisconsin

Electric Power’s electric rate case. 695
Citizens’ Utility Board Provide testimony on rate of return on equity for

Wisconsin Bell. 5,744
Southeast Property Owners Hire an attorney to review PSC Environmental

Association Impact Statement of proposed new gas pipeline in

southeast Wisconsin for Wisconsin Gas Company. 5,500
Citizens’ Utility Board Provide expert witness to testify on cost of gas

issues related to Wisconsin Natural Gas distribution

utilities. 987
Citizens’ Utility Board Provide testimony on the impact on residential and

small business users of intrastate interLATA toll by
PSC decisions permitting a lesser degree of
regulation. 29,9001

Total $84,159

! Approved amount, payments have not been made to date.
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PSC Budget Report
1985-86 Authorized 1986-87 Authorized

Source of Funds Budget Positions Budget Positions
Program Revenue (PRO) ,

Utility Regulation: $6,476,000 159.00 $7,376,200 169.00

- Intervenor Financing 0 - 200,000 -

- Federal Intervention 175,000 - 175,000 -

Holding Company Regulation: .150,000 8.00 263,900 8.00

Acid Rain SO2 - NOy: 44,100 1.00 44,000 1.00
Federal Funds (PR-F)
* - Solar Bank Funding 66,700 1.00 0 ~1.00

- Gas Pipeline Safety 98,100 1.00 97,800 1.00

Long Range Data Processing Planning

A’study was completed in June 1987 that has set
the direction for data processing for the agency for
the next three to five years. Major recommendations
from the study include implementation of a data
structure to support a centralized database concept,
implementation of electronic data transfer with se-
lected utilities, transfer of the Annual Report data to
the regional center computer, implementation of au-
tomated calendaring and scheduling, and enhance-
ment of the existing Case Management System to
provide logging and tracking of case files and for-
ward looking milestone dates.

The study also resulted in the development of
documentation which describes the major automated
systems in the agency; this documentation has been
put on the mainframe computer where it can be
searched by staff and used to determine what sys-
tems are available for use.

Conservation Office Created

An example of the increased attention the Public
‘Service Commission has given energy conservation
was the formation of the Office of Conservation and
Energy Efficiency in July 1986. In the office are two
engineers, one administrative assistant, 3.5 planning
analysts, one project planning analyst, a program
assistant and an office director. The staff members
were previously scattered in different divisions and
bureaus in the commission.
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The mission of the Office of Conservation and
Energy Efficiency is to assure that cost-effective con-
servation programs are available to gas and electric
utility customers to reduce their utility bills. In order

to assure reliable sources of natural gas and electric-

ity at least cost to the customer, the office monitors
the electric and gas utilities’ efforts in developing
and implementing cost-effective conservation
programs.

Affirmative Action Report

The PSC has an Affirmative Action Advisory
Council whose membership represents all divisions
in the agency, the Personnel Services Bureau, and
the Affirmative Action Officer. Its responsibilities are
to assist in the identification of affirmative action
program areas, to audit hiring and promotional ac-
tivities, and to inform new employees of the affirma-
tive action laws and complaint procedures.

In 1985 as a part of its Affirmative Action pro-

gram, the commission trained eight new Employee

Assistance Program Coordinators.

The PSC’s Upward Mobility Task Force, a sub-
committee of the Affirmative Action Advisory Coun-
cil, sponsored a communications seminar for all PSC
staff. It was the committee’'s assessment that im-
proved communication skills were one objective of
affirmative action and upward mobility. More re-
cently, the Upward Mobility Task Force has been
developing a proposal for cross training employees.
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The program will be implemented in 1987-89 and
provide job enrichment as well as a core of trained

personnel who are prepared to assume new roles as

job openings occur.

The commission’s Affirmative Action efforts have
brought the following results:

No. Employees % Female % Minority % Handicapped
7/85 150 4467 6.67 ‘ 3.33
7/86 166 48.19 6.02 6.63
7/87 172 48.84 8.72 5.23

Alternative Employee Work Patterns

Flexible scheduling is another aspect of the Com-
mission’s Affirmative Action Program. The parame-
ters of Alternate Work Patterns (AWP) for PSC em-
ployees were modified and expanded in 1986.

Approximately 55% of the PSC’s 185 employees
regularly or intermittently exercise one or more of
the AWP options. Twenty-six employees work com-
pressed work schedules which include weekly
schedules of four ten-hour days and bi-weekly

schedules resulting in 44 hours worked one week
and 36 hours worked the next. Seventeen employees
work less than full time, including six in job-sharing
situations. Sixty employees work staggered or flexi-
ble work hours which provide for amended starting
and ending times in a work day.

Both clerical and professional staff members par-
ticipate in the commission’s AWP program, and the
agency'’s experience continues to be positive in its
use of alternative scheduling.

Commissioner CHAIRMAN Commissioner
Executive Assistant Secretary to the
to Chairman Commission
Office of Conservation Public Information Office of Chief Office of Chief
and Energy Efficiency Officer Economist Counsel
Accounts & Engineering Examining Systems Planning, Utility Administrative
Finance Division Division Environmental Review, Rates Services
Division & Consumer Analysis Division Division
Division
Accounting & Financial Communications Examining Systems Analysis Communications Fiscal Services
Records Electric & Water Repaorting Environmental Consumer Services Personnel Services
Audits Gas Analysis Electric Data/Word Processing
Utility Accounting Constructions Review Water & Sewer Records Management
& Field Surveillance Center
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Commissioners

Charles Thompson, Chairman
Mary Lou Munts, Commissioner
George Edgar, Commissioner

Commission Office

Cheryl Pofahl, Executive Assistant, 267-7897
Jacqueline K. Reynolds, Secretary to the Commission, 266-8097
Public Information Officer, 266-9600

Office of Chief Counsel
Steven Schur, Chief Counsel, 266-1264

Examining Division
Ann Pfeifer, Administrator, 266-5473

Office of Chief Economist
Susan Stratton Gilmore, Chief Economist 266-0699

Office of Conservation and Energy Efficiency

Anita Sprenger, Director, 267-3530

Paul Newman, Residential Programs and Research,
267-5112

Wayne DeForest, Commercial, Industrial and Farm
Programs, 266-7996

Administrative Services Division

Joyce Narveson, Administrator, 266-3587
Gordon Grant, Fiscal Services, 267-9086
Barbara Bartz, Information Systems, 266-3843
Lynn Murawski, Personnel Services, 266-9315

Systems Planning, Environmental Review and
Consumer Analysis Division

Jerry Mendl, Administrator, 267-3588

David Schoengold, Systems Analysis, 267-3589

Michael John Jaeger, Environmental Analysis, 267-
2546
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Utility Rates Division

Victor Mayer, Administrator, 266-3182
Gary Mathis, Electric, 266-2307

Thor Soderholm, Water & Sewer, 266-1422
Gary Evenson, Communications, 266-6744
Al Guyant, Consumer Services, 267-9813

Accounts and Finance Division
Conrad Oleson, Administrator, 267-7829

- Norman Young, Accounts, 267-7866

Donna Holznecht, Audits, 267-7972
Frederick Halverson, Reports, 267-9099

Engineering Division

Scot Cullen, Administrator, 266-1567

Robert Kelly, Communications, 266-8006

Lanny Smith, Electric & Water, 266-3165

David O’Connell, Construction Review & Field Sur-
veillance, 266-9640

Harold Meyer, Gas, 266-8128



1985-87 Biennial Report

Division Descriptions

The Accounts and Finance Division is responsible
for auditing the accounting practices and financial
records of public utilities in conjunction with rate
cases, depreciation certification, fuel forecasting,
holding company formation, affiliated interest agree-
ments, security offerings, cost of capital, rate of re-
turn and general compliance with PSC rules and
regulations. The division testifies to its findings at
formal hearings before the commission. The division
compiles and publishes statistical studies of finan-
cial and operating data concerning public utilities.

The Utility Rates Division develops, analyzes and
monitors utility rates and regulations, maintains
utility tariffs and mediates consumer disputes with
utilities. The division participates in formal case pro-
ceedings on rate issues, service regulations, certifi-
cates of public convenience and necessity, service
withdrawals, service area disputes, conservation
programs and rulemaking. Staff conduct indepen-
dent investigations and data collection, analyses of
proposals, and analyses of alternative cost studies
and rate designs. The division enforces utility com-
pliance in filing rates, charges, rules and regulations
with the commission and ensures that tariff lan-
guage is clear and unambiguous. The division inter-
prets tariffs, rules, regulations and commission poli-
cies to respond to inquiries and to mediate and
resolve consumer complaints.

The Engineering Division reviews and analyzes
proposed utility construction projects from the
standpoint of need, possible alternative actions and
economics. It also works closely with SPERCA on
the review and analysis of long-range electric system
plans. The division promulgates and enforces service
and safety standards, monitors conditions and activ-
ities potentially affecting service adequacy, monitors
construction costs of major projects and plant ac-
counting, and otherwise keeps the commission in-
formed of utility operations.

Because of a staff reorganization implemented in
1986, the Engineering Division is also responsible
for the rate functions for gas public utilities as de-
scribed above for the Utility Rates Division.

The Systems Planning, Environmental Review and
Consumer Analysis (SPERCA) Division is responsi-
ble for evaluating the environmental impact of pro-
spective commission actions and developing and an-
alyzing long range electric utility plans in

accordance with the statutory requirements.
SPERCA staff members prepare environmental as-
sessments and environmental impact statements in
close coordination with other state agencies for
cases involving utility construction, rate increases
and service rules. Staff also review the cost and
reliability of utility-developed and independently-de-
veloped long range plans and facility proposals.
They subsequently review the case record, prepare
and issue memoranda and develop recommendations
for commission action.

The Examining Division schedules and conducts
public hearings, records verbatim testimony, pre-
pares transcripts and may issue proposed decisions.
The record made before the hearing examiners em-
ployed by the commission contains all of the eviden-
tiary information that may be used by the commis-
sion in making a decision in a contested proceeding.
The records are also sent to court when a commis-
sion order is appealed. ‘

The Administrative Services Division provides the
commission’s personnel, business management, and
information systems services, including budget de-
velopment and control, revenue collection, intervenor
financing coordination, procurement, employee train-
ing and development, recruitment, compensation and
benefit programs, and the coordination of the com-
mission’s affirmative action/equal employment oppor-
tunity and employee assistance programs. This divi-
sion also maintains a central records management
system and provides word processing, library, print-
ing, mail, and facilities services.

The Office of Chief Counsel represents and de-
fends the actions of the commission in state and
federal courts, provides legal advice to commission-
ers and staff, provides legal counsel for staff at com-
mission hearings and coordinates federal interven-
tion by Washington counsel or directly intervenes to
represent the commission in cases of regulatory in-
terest at the federal level. The Office of Chief Coun-
sel also coordinates referrals from the commission to
the Attorney General.

The Office of Chief Economist conducts economic
research in the area of public utility regulation, de-
velops and presents expert testimony at rate and
rulemaking proceedings, and provides consultation
to the commission staff on economic and financial
issues and other activities relating to public utility
regulation.
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The Office of Conservation and Energy Efficiency
is responsible for planning, researching, developing,
monitoring and evaluating utility energy conserva-
tion programs. The office addresses conservation is-
sues in gas and electric rate cases, utility construc-
tion projects and the electric utilities’ long range
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plans. The staff reviews utility filings, reviews and
prepares testimony for hearings, and makes recom-
mendations to the commission on varicus conserva-
tion issues, including broader state and federal en-
ergy policies that affect the utilities and their
customers.
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PSC Publications Available:

-“Your Bill of Rights as a Residential Gas and Electric Utility Customer”

-“Your Rights as a Telephone Customer”

-“Guide to Public Hearings”

-“Typical Steps in Major Rate Cases”

-“PSC at a Glance . . .”

-“Making Your Utility Complaint Count”

-“Advance Plans: 20-Year Electric Utility Energy, Generation and Conservation Forecasts”
-“Weatherization and Financial Assistance Directory”

-“PSC Reports-1974 to 1986” (available soon)
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Rate Actions

During the past biennium, the PSC issued 364
rate orders for electric, natural gas, telephone, water
and combined water and sewer utilities. The follow-
ing pages indicate the outcome of each proceeding.

In reading this appendix, it may be helpful to
keep these points in mind:

* The commission authorized a number of water and
combined water and sewer utilities o increase
their annual revenue by large percentages. Some of
these increases were the result of federal Environ-
mental Protection Agency regulations that re-
quired these utilities to install costly treatment fa-
cilities. Other small utilities may have waited
many years before filing a rate request and then
needed a large revenue increase to catch up with
higher operating costs and remain financially
sound.

* Where there is no amount requested, it is often
because a small utility didn't have the staff neces-
sary to calculate a reasonable revenue request.
Therefore, commission staff determined the appro-
priate amount.

* Several of the telephone utility rate cases docketed
0005TR3 show zeros in the “Granted,” “Request”
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and “Percent” columns. These companies were not
authorized to pass the rate increase on to custom-
ers because the commission determined that the
utility’s rate of return was already at an appropri-
ate level.

¢ Zeros in the “Granted,” “Request” and *Percent”
columns of nontelephone utility rate cases indicate
that the utility is new and its rates have been
established for the first time.

Key

ID—utility’s code number, used by the PSC in
record keeping.

NAME—The name of the utility.

TYPE—Water, Sewer, Electric, Telephone, Gas
utility

DOCKET—The letter and number code used by
the PSC to refer to a particular case.

GRANTED—The annual revenue increase, in dol-
lars, granted the utility by the PSC.

REQUEST—The annual revenue increase, in dol-

- lars, requested by the utility.

PERCENT—The percent increase or decrease in
the utility’s annual revenue as a result of the rate
case.
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