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I am pleased to present the Public Service Commission's report for
the 1987-1989 biennium. This past biennium has been marked by
dramatic change within the utility industry, and also in the
manner in which regqulators have traditionally regulated the
industry.

We take pride in the fact that the Wisconsin Commission enjoys a
national reputation for its innovative and forward looking
approach to the field of utility regqulation. We are perceived as
being tough but fair. I am pleased to be a member of the
Wisconsin Commission during this very exciting period, a period
when the industry, the university, citizen groups and the
regulators are working together to develop new methods to better
serve our ratepayers and ensure that Wisconsin remains competitive
into the next century.

The Advance Plan process which enables us to anticipate
Wisconsin's electric generation and transmission needs well into
the next century is a product of this cooperative effort. We are
also committed to the serious investigation of alternative forms
of regulation which may prove to serve ratepayers better. The
Wisconsin Bell flexible rate of return experiment that we are
currently evaluating is a sign of this commitment.

Competition and rapid growth in technology continue to be driving
forces in the utility industry. These present challenges for
regulators. As the utility industry changes, regulation will also
need to change. Flexibility will be a key ingredient to
successful utility regqulation in the future. The Wisconsin
Commission is ready to meet these challenges and we will continue
to ensure that all customers will receive safe and reliable
utility service at a reasonable price.

This report briefly describes some of the important decisions we
made over the last two years and provides background information
on some of the more complex issues facing the Commission.
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Some highlights of the biennium include:

Electric, gas, telephone and water rates were reduced by
$41,158,276, between June of 1987 and June of 1989, affecting
9,604,767 customers.

Wisconsin Electric Power Company achieved 125 megawatts (MW)
of conservation savings through the utility's Smart Money
Program mandated by the Commission.

Principles were adopted for the fair use and cost sharing of
Wisconsin's transmission network.

Wisconsin Bell, Inc., participated in a flexible rate of
return experiment intended to provide an incentive for
increased operating efficiency.

The first major revision of the electric and gas consumer
services rules since 1974 was completed.

Wisconsin's fifth Advance Plan process, which utilized an
integrated least cost plan approach for meeting customer
energy needs and called for the development of joint
transmission plans for the state as a whole, was completed.

A Quality Improvement Program was initiated as a guide for
improving the ability of the Commission to anticipate, meet

.and even exceed the expectations and needs of the citizens of

Wisconsin.

Should you have any questions concerning our programs and
services, please do not hesitate to contact us for further
information.

Sincerely,

m'\w
Charles H. Thom

pson

Chairman
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PSC Sets Utility Rates, Services

The Public Service Commission (PSC) is an independent
regulatory agency that receives its authority and responsi-
bilities from the State Legislature. The Commission is re-
sponsible for the regulation of 885 public utilities as de-
fined 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 adequate and safe
service. Other major responsibilities include the approval,
rejection, or modification of the utilities’ major construction
plans (such as power plants, natural gas pipelines, and
water towers and pumps), and the approval of utility stock
issuances and bond sales.

The staff, under the direction of the Commissioners, 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, engineers, rate analysts, attorneys,
planners, research analysts, economists, consumer special-
ists, court reporters and paraprofessional and clerical
support.
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Typical types of utilities regulated include electric, natu-
ral gas, telephone, water and combined water and sewer.
In Wisconsin, most activities of the 28 electric coopera-
tives are not under the jurisdiction of the PSC. Further-
more, fuel oil, propane, coal and gasoline are energy
sources not under the Commission’s jurisdiction.

PSC Regulates 885 Utilities

As of June 30, 1989, the PSC’s regulatory powers and
duties included the rates and services of:
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Electric Rates Reduced

During the past biennium, the PSC was able to reduce
rates for some electric utilities. Wisconsin Electric Power
Company, Wisconsin Public Service Corporation, and Su-
perior Water, Light and Power Company had overall rate
decreases. Wisconsin Power and Light Company and
Northern States Power Company had rate increases of
slightly over 1 percent in the 2-year period. The exception
to the reduced or stabilized rates was Madison Gas and
Electric Company (MG&E). MG&E had rate increases to-
taling approximately 7 percent.

Due to the Commission’s emphasis on conservation, 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 re-
quired utilities to withdraw from two proposed nuclear
plant projects. As a result, Wisconsin has avoided the high
construction costs and problems of rapidly increasing 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 prog-
ress 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.

FERC Proposed Rulemakings

The Federal Energy Regulatory Commission (FERC) has
regulatory jurisdiction over wholesale electric rates granted
under the terms of the Federal Power Act. The FERC was
also granted authority by the Public Utility Regulatory
Policy Act of 1978 (PURPA) to set the terms and condi-
tions under which utilities must purchase power and en-
ergy from customer-owned electric generating facilities.

In March, 1988, the FERC issued three proposed
rulemakings relating to its direct regulatory authority over
the electric power industry and over the state utility regu-
latory commissions.

The first of these proposals, “Regulations Governing
Independent Power Producers” was an attempt by the
FERC to create a new category of Independent Power
Producers which would be eligible for reduced regulation
by the FERC under the Federal Power Act. The rules
envisioned a class of nonutility, stand-alone generating
facilities which would only sell electricity at wholesale to
other utilities.

The other two rules were related to the FERC's author-
ity to implement the terms of PURPA, which requires that
customers be paid a utility’s “avoided cost” for electricity
the customer generates and sells to the utility. The second

proposal, “Administrative Determination of Full Avoided
Costs, Sales of Power to Qualifying Facilities, and Inter-
connection Facilities” was designed to provide explicit
guidelines for the state commissions to use when making
administrative determinations of utilities’ avoided costs.
The third proposal, “Regulations Governing Bidding Pro-
grams” was an attempt to create guidelines for the state
commissions to use in establishing competitive bidding
systems as an alternative to administratively determined
avoided costs. Avoided costs are used as the basis for the
rates to be paid for customer generated electricity.

These proposals generated considerable controversy in
the electric utility industry and many of the proposed rule
provisions were strongly opposed by the various state
regulatory commissions. The Public Service Commission
filed a set of extensive comments on each of the proposed
rules with the FERC. The Commission also intervened in a
related proceeding in which the FERC overturned a New
York state law which set avoided cost payments at a
minimum level. As of the Fall of 1989, the FERC had not
taken final action on any of the proposed rules.

Interruptible Electric Programs Reviewed,
Refined

In the summer of 1988, the Commission held proceed-
ings for the purpose of providing a framework for the
establishment, review and development of interruptible
electric service programs by Wisconsin's electric utilities.
Interruptible electric service, as it implies, is provided to
customers at a reduced rate in exchange for the right of
the serving utility to interrupt that service at times of peak
electric consumption. The Commission wanted to ensure
that its decisions relating to this type of program were
consistent and part of a broad overall policy.

Interruptible rate programs recognize that not all cus-
tomers require the high level of reliability for which elec-
tric utility systems are planned. There is little question that
properly designed and administered interruptible programs
provide benefits to the utility, program participants and
firm electric customers. Firm customers receive enhanced
reliability from the existence of interruptible loads on the
system.

Utilities benefit from interruptible rate programs in a
variety of ways. Such programs allow utilities to avoid
problems associated with the siting, construction and oper-
ation of peaking facilities. They also allow a utility to make
sales to customers with an elastic demand for electricity
which increases revenues with little or no increase in fixed
operating costs, thus reducing rates for other utility
customers.
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Electro-Magnetic Fields (EMF)

A review of the state-of-knowledge regarding potential
power line health effects was part of the Advance Plan
hearings. The possibility of health effects from magnetic
fields has emerged as a significant research and policy
question. Expert witnesses, familiar with the recent re-
search, were invited to participate in the hearings. They
described the work completed, its significance, and what
direction future research should take. The Commission,
considering the information presented, found that while a
continued concern is justified, the research has not yet
established that there is a health risk from magnetic fields.
They also found that even if there is a problem, the
current level of knowledge does not allow for intelligent
decisions on appropriate changes in electric facility design
and construction practices. The Commission in a coopera-
tive effort with the National Association of Regulatory
Utility Commissioners (NARUC) continues to encourage
greater federal funding for research of this very important
issue. The Commission also has joined forces with
NARUC to encourage the Electric Power Research Insti-
tute (EPRI) to continue to expand its research effort in this
area. The Wisconsin PSC has asked NARUC to act as a
national clearinghouse regarding EMF.

Stray Voltage

Alternating current (AC - 60 Hertz) stray voltage is
presently able to be lowered to levels below that which

affect cattle and other animals by on- or off-farm electrical
corrections and/or mitigation devices. Utilities and the ag-
riculture industry are following guidelines and procedures
established by the Public Service Commission in its stray
voltage order in docket 05-EI-106 which was issued on
January 20, 1989. The Stray Voltage Analysis Team
(SVAT) was organized by the Public Service Commission
and the Department of Agriculture, Trade, and Consumer
Protection. SVAT has, on request, been effectively analyz-
ing individual dairy farms for stray voltage, symptomatic
stray voltage problems, and farm management techniques
and equipment since February, 1989.

In the initial six months of the complete SVAT’s pro-
gram, the team members have been involved with purchas-
ing equipment; reviewing and responding to utility replies
to the stray voltage order in docket 05-EI-106; improving
methods of testing; and interfacing with the agricultural
community, utilities, individuals, and the media in their
prescribed duties. Approximately 42 applications for pro-
gram investigation have been received as of the end of
August 1989. Seven of the applications for investigations
were received in the month of August alone.

The swnmary of the team’s accomplishments for Febru-
ary through August, 1989, follows:
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ELECTRICITY ontinued

Of the 17 farms receiving complete investigations, six
were found to have stray voltage. At several other farms,
nonelectrical problems with symptoms similar to stray
voltage were found. For example, problems were found
with milking machines and with improperly sloped milk
lines. Corrective action was taken or recommendations
made to eliminate or mitigate problems found and to avoid
or prevent potential future problems. Training includes
conducting stray voltage educational programs for farmers,
utilities, and electricians.

There is still a need to reach farmers to acquaint them
with the program and the services offered by SVAT. Not
only does the team address both on farm/off farm electrical

concerns, but SVAT affords the individual farmer the op-
portunity to have his or her feed and feeding equipment
professionally evaluated.

Other objectives of the Stray Voltage Program are to
continue to seek responses to unanswered questions re-
garding magnetic fields, electrical fields, and ground cur-
rents. Commission staff continues to search for state of the
art equipment which will aid in the mitigation of stray
voltage associated problems. SVAT members review re-
search projects and published articles in their ongoing éf-
fort to remain current in the matters of stray voltage and
its effects on the agriculture industry.
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Natural Gas Planning

Deregulation of gas production, combined with open
access to gas transmission, has shifted part of the burden
of gas supply and capacity from pipelines to local gas
distribution utilities. These changes have greatly increased
the complexity and risk of utility decision making (both in
terms of dollar costs and potential for supply problems).
The Commission has found that it is important for the
utilities to better formalize and document the approach
each takes to the problem. The Commission will review
these resource acquisition plans in regular rate cases.

Natural Gas Industry Restructuring

The Federal Energy Regulatory Commission (FERC) has
continued to aggressively pursue its initiatives to restruc-
ture the natural gas industry. While the FERC has been
hindered by a myriad of court cases, which have created a
bewildering legal background, the transition from merchant
pipeline to primarily transporting pipelines is well
advanced.

Wisconsin utilities have had the opportunity to diver-
sify their purchases away from their traditional pipeline
suppliers throughout the biennial period. Wisconsin utili-
ties in the eastern portion of the state served by ANR
Pipeline, purchased only 50 percent of their needs from
their traditional pipeline supplier. Utilities in western Wis-
consin served by Northern Natural Pipeline, have diversi-
fied their supply very little because of the progress that
Northern Natural has made in renegotiating its supply
contracts. ANR has had much less success in getting its
supply contracts market responsive. These contract prob-
lems, now generally known as take-or-pay problems, have
been FERC's chief stumbling block. The intractability of
the take-or-pay problem continues to the present.

FERC Order 500 Promulgated

In 1987, the D.C. Circuit Court struck down FERC's
landmark Order 436 decision. Within weeks, FERC
promulgated Order No. 500, which was an interim rule
that re-adopted the regulations promulgated in Order 436
with four modifications. First, a pipeline may refuse to
transport producer-owned gas unless the producer offered
a credit against the pipeline’s take-or-pay liability. Second,
Order 500 set up a new policy on acceptable mechanisms
for pipeline recovery of take-or-pay charges. Third, the
order adopted a new rate principle called the gas inventory
charge (GIC) which is designed to eliminate the take-or-
pay problem in the future. Fourth, the order eliminated the
ability of local distribution companies (LDC) to unilaterally
reduce their contract demand. While Order 500 is under
attack in a variety of judicial venues, the rule has to be
complied with during the interim.

Wisconsin Gas Connects With Northern
Natural

Since the last biennium, the Wisconsin Gas Company

‘has pursued an additional connection to Northern Natural

Pipeline Company. This will allow Northern Natural to
directly serve the Milwaukee area. All gas companies in
south-eastern Wisconsin are expected to connect to North-
ern Natural. The critical long-term benefit of this proposed
pipeline project is that it will give many Wisconsin rate-
payers, through the purchasing of their gas utilities, the
freedom to choose among suppliers and transporters of
natural gas. This freedom of choice will produce lower
costs through competition. In addition, all large Wisconsin
utilities are pursuing the opportunities in storage gas
which will allow further economies to firm customers.

Purchased Gas Adjustment Clause
Restructured

The PSC continued its generic docket 05-GI-102 to
specifically restructure the purchased gas adjustment clause.
The increasing number of suppliers and the frequency with
which these suppliers change their prices made it necessary
to streamline the purchased gas adjustment clause proce-
dure. Additional hearings were held in this same docket to
address the problem of the FERC imposed take-or-pay
charges. These charges, amounting to hundreds of millions
of dollars for Wisconsin, are being collected by a surcharge
mechanism while the legal skirmishing continues. For in-
stance, ANR Pipeline attempted to include noncash outlays
in its take-or-pay charges. The Wisconsin Commission ag-
gressively pursued this matter before the FERC where
ANR’s practice was struck down.

Further hearings were also held in docket 05-GI-102
regarding the subject of gas purchase planning. Procedures
were put in place to integrate purchased gas adjustment
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GAS AND ELECTRIC

Gas and Electric Consumer Service Rules
Revised

In July 1987, the Public Service Commission appointed
a 10-member advisory committee to help review and re-
vise the gas and electric consumer services rules of the
Wisconsin Administrative Code. It had been nearly 14
years since the last comprehensive review of these rules.
The Commission felt that there had been substantial
changes both within the industry and society that the rules
should reflect. The Advisory Committee meetings were
chaired by Commissioner Mary Lou Munts and were open
to the public.

The Commission adopted changes to the rules gov-
erning deposits, disconnections, deferred payment agree-
ments, and the dispute procedures. The rules on the fall
restoration of service and the cold weather disconnections
were also strengthened. Disconnected customers faced
with a medical emergency may now have service restored.
Additionally, utilities were given additional leverage in
dealing with rental accounts. The utility may now transfer
an unpaid utility bill at a rental property to the residential
or commercial account of the property owner or manager
if the bill was in the landlord’s name in the first place.
Disconnection could take place should the bill remain un-
paid. The same procedure may also be followed for the
failure of the property owner to meet conservation require-
ments for a rental property.

The new rules give greater protection for low-income
households while providing tough measures for financially-
able families who fail to pay their utility bills. For example,
while the new rules insure that low-income households will
not be disconnected in the winter or have to pay deposits,
the rules also allow utilities to take 4-month deposits from
financially able households that abuse the protections.

The rules were adopted and referred to the legislature
for review in January 1989. The rules were received back
from the legislature and formally adopted by the Commis-
sion on August 8, 1989.

Least-Cost Planning

The PSC attempted to refine the process of the develop-
ment of least-cost plans by the utilities in order to provide
utilities with appropriate direction and to aid those inter-
ested in reviewing the filed plans. The PSC will require
each utility to file at least one plan using the consistent
guidelines established by the PSC. The focus of the next
Advance Plan will be on results of the planning process,
rather than the process itself.

Electric Revenue Adjustment Mechanism
(ERAM) Investigation

The PSC determined that utilities are facing disincen-
tives from the traditional ratemaking process to carrying

out least-cost plans. The commission determined to begin
a rulemaking investigation during the next biennium to
determine the extent of such disincentives and to consider
alternative mechanisms which will reduce any disincentive
which is found to be a major deterrent to the utilities
adopting a least-cost implementation strategy.

WEPCO Achieves 125 Megawatts (MW)
of Conservation Savings

At the beginning of the biennium, Wisconsin Electric
Power Company, at the direction of the PSC, began imple-
menting the Smart Money Program, the largest energy
conservation effort per capita of its kind in the nation. As
an incentive to achieve substantial savings, the PSC pro-
vided that WEPCO could earn an additional 1 percent
return on its conservation investment for each 125 MW of
savings it could achieve. Near the end of the biennium,
WEPCO provided the PSC with documentation which in-
dicated that it had achieved the first 125 MW milestone
and the PSC authorized the utility to begin receiving its
performance incentive contingent on a more detailed audit.

MG&E Competition Pilot

The PSC’s most innovative mechanism for promoting
achievement of significant conservation goals was devel-
oped during this biennium and implemented for Madison
Gas and Electric Company (MG&E).

Essentially, the Competition Pilot enabled the utility and
outside vendors of energy efficiency services to compete
for conservation savings. After selection of competitors
through a bid process, both the utility and the competitors
were given equal funding to achieve conservation savings.
A performance score formula was developed which as-
sessed both the quantity of savings and the cost-effective-
ness of the measures implemented by customers. The win-
ner of the competition in each sector will receive a
monetary bonus which is proportional to the winner’s
achievements compared to the loser’s. As the biennium
ended, the competition in two sectors was nearing comple-
tion and the third sector’s competition will end in February
1990. An evaluation of this new regulatory mechanism is
slated for completion by mid-1990.

PSC Sets Its Sights on Goals for Energy
Savings by Ultilities

During the biennium, in addition to the incentives dis-
cussed for WEPCO and MG&E, the PSC began looking at
appropriate goals for other utilities as well. Other perform-
ance incentives were tried for Wisconsin Power and Light
Company (WP&L) and Wisconsin Public Service Corpora-
tion (WPS) with less success. In addition, near the end of
the biennium, the PSC began to set demand and energy
savings goals for each major gas and electric utility.
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GAS AND ELECTRIC Continued

In order to meet the goals which were being established
by the Commission, conservation and load management
budgets of energy utilities expanded tremendously during
the biennium. Total annual expenditures by utilities in-
creased from $35 million in 1986, to $55 million in 1987,
to $100 million in 1988, and to $130 million in 1989.
During the same time period total revenues for all utilities
actually declined by 6.3 percent and rates‘remained stable
or declined slightly.

Commercial Energy Efficiency Plan
Developed and Adopted

A plan for promoting energy efficiency for small com-
mercial customers known as the Commercial Energy Effi-
ciency Program (CEEP) was developed and adopted by the
PSC during this biennium. The plan, which replaces the
federally-mandated Commercial and Apartment Conserva-
tion Service (CACS) program, was developed through a
cooperative effort between the major gas and electric utili-
ties and the PSC staff. This effort will substantially expand
the energy efficiency service available to commercial cus-
tomers. Implementation of the program was scheduled to
begin in the fall of 1989.

PSC Takes Leading Role in Development
of Energy Rating Systems

During the biennium, the PSC, its staff and the major
energy utilities took two major steps towards establishing
Wisconsin as a leader in the area of energy rating systems.
An energy rating system is designed to provide customers
with information about the relative efficiency of a home or
apartment compared to all other homes and apartments.
This information will enable each customer to compare the
expected energy bills of one residence to another when
making his or her decision to buy or rent.

The first action taken by the PSC and utilities was the
development of the Wisconsin Heating Energy Efficiency
Label (WHEEL) for apartment buildings. This rating system
was the first of its kind in the nation to address the needs
of owners and tenants of rental property. The label for
each property is similar in appearance to the energy guide
labels on appliances and gives the owner and renter infor-
mation about the average consumption and energy costs
for each building. This information can then be compared
to other rental properties that have been rated by the
utility.

In the second part of the biennium, work had begun on
a second, more comprehensive rating system which would
be available to all home owners who were customers of a
major energy utility. The work was being done by a
committee of PSC and utility staff and would provide
consistent energy rating information across the state re-

garding a home’s use of energy for space heating, space
cooling and water heating. Work is still continuing on this
project and expectations are that it will be completed and
implementation will begin by mid-1990.

PSC Increases Efforts to Promote Energy
Efficiency for Rental Property

During the biennium, the PSC staff completed two ma-
jor projects designed to further efforts to achieve conserva-
tion in the difficult area of rental property. Efforts at en-
couraging energy efficiency in this sector have historically
been hampered by the diversity of ownership, occupancy,
building stock, technology, metering and tenant lifestyles
which are involved. Typically, tenants have the responsi-

‘bility for paying utility bills, but owners are responsible if

any energy efficiency improvements are to be made to the
property. Conversely, if owners are responsible for paying
the bills, tenants have little incentive to adopt energy
efficient operating methods to keep bills down.

The first project developed by Commission staff was a
national conference designed to discuss the complex issues
involved with improving the energy efficiency of rental
property. The 3-day session entitled “Profit Potential in
Multifamily Housing Through Energy Management” was
held in March of 1988, in Milwaukee, in conjunction with
the 1988 Apartment Owner’s and Manager’s Trade Show.
In addition to the trade show and exhibit area, the confer-
ence included two full days of workshops and tours of
successful energy efficiency improvement projects in Mil-
waukee. Subject areas included technical applications, fi-
nancing and marketing. In addition, Governor Thompson
proclaimed the period “RENTAL HOUSING AWARENESS
WEEK” in the state.

The second major project completed by PSC staff was
the production of a booklet entitled “The Rental Housing
Sector: A Compendium of Utility Efforts and Public/Pri-
vate Initiatives in Wisconsin.” The booklet was designed
to provide utility ratepayers and other interested citizens
information about the multitude of energy efficiency pro-
grams available in the rental sector. The booklet provides a
link between program providers and consumers, ensuring
better program participation. The programs in the booklet
attempt to overcome many of the institutional, technical,
financial and political barriers which hamper implementa-
tion of energy efficiency measures. Most programs in the
booklet are free of charge and all are tailored to meet a
variety of building, owner and occupant characteristics.

Nitrogen Oxide (NOy) Study

Commission staff contributed to the ongoing Wisconsin
Nitrogen Oxide Emission Reduction Cost Study. Wisconsin
Act 296, passed in 1985, is one of the toughest state
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acid rain laws in the nation. A portion of this act directs
the Department of Natural Resources to examine costs of
reducing NO,, emissions from industrial, mobile, and util-
ity sources. The Commission staff has developed informa-
tion regarding utility NO,, emission. The final report of
this study is expected in early 1990.

Transmission Planning in Advance Plan 5

The Commission staff and utilities built on their efforts
in Advance Plan 4 (where plans were developed for the
western part of Wisconsin) to develop joint transmission
plans for the State of Wisconsin as a whole. These plans
are essentially complete for the entire state except for the
interface between eastern and western Wisconsin. Work on
this area is ongoing and will be completed in the next
year.

Transmission Use and Cost Sharing
Agreements

The transmission system in Wisconsin is planned, built,
and operates as a joint, electrically unified system. Further,
it is built for the benefit of the people of Wisconsin using
the state’s condemnation authority. Therefore, it is neces-
sary for the costs and uses of that system to be shared
equitably among the people of Wisconsin. In recognition
of this fact, the Commission adopted a set of principles for
fair use and cost sharing, and ordered the utilities to put
these principles into practice.

Non-Combustion Credit

Burning fuel to produce power imposes environmental
and health costs on society and may be altering the global
climate. Some of these costs are internalized by air emis-
sion regulations, but some of them are not so readily
quantified. In order to address those costs which are not

readily quantifiable in dollar terms, the Commission
adopted a noncombustion credit for power planning pur-
poses. Resource options (both supply and demand related)
which do not involve combustion will be evaluated in the
planning process as though they cost 15 percent less than
their actual cost. This 15 percent represents the Commis-
sion’s initial rough estimate of the additional benefit which
non-combustion resource options provide to society and
serves as a means of incorporating these costs into the
decision making process. Wisconsin is drawing national
attention for its pioneering efforts in this area.

Bidding for Power

Utility bidding programs used as a means of bringing
more or less free market conditions to the process of
obtaining new resources (both supply and demand) are
presently very popular around the country. Many states
have recently adopted such an approach or are planning to
adopt it. The Commission is interested in the concept and
has ordered the utilities to investigate bidding as an option
for Wisconsin. There appear to be potential disadvantages
as well as benefits for such an approach, and the Commis-
sion is cautious about adopting it too rapidly.

Forecast Changes - Increasing Peaks and
Energy Growth

In the last few years electric utility loads (both energy
and peak) have grown significantly faster than projections
would indicate. While much of this unexpected growth
appears to be related to the unusual weather we have had,
not all of the growth can be so explained. Staff and utilities
are analyzing the situation to determine the causes and
best response, but in the meantime the utilities have asked
to advance the expected in-service dates of their next
proposed generating capacity (gas fired peaking plants).
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TELECOMMUNICATIONS

Alternative Telecommunications Utilities

The 1985 Wisconsin Act 297, which became effective
May 5, 1986, required the Commission to implement a
number of new policies and procedures in response to the
increased regulatory flexibility granted by the Act. The
Act created a new utility classification, Alternative Tele-
communijcations Utility (ATU) which includes those enti-
ties which provide cable TV telecommunications service,
cellular mobile communications, resale of long distance ser-
vices, paging and other mobile service (radio common
carriers), and private payphone service.

The Act required that the Commission determine the
appropriate level of regulation for each of the five types of
ATU. Rulemaking proceedings were initiated and rules
promulgated for each ATU type. These rules comprise
Chapters 168-172, Wis. Adm. Code, and generally provide
a minimum level of regulation, including certification re-
quirements to protect the public interest.

Regulation of InterLATA Carriers
(Docket No. 05-TI-104)

The 1985 Wisconsin Act 297 directs the Commission to
rely on competition rather than regulation to protect the
public interest wherever possible. Section 196.195, Wis.
Stats., created by that Act, sets forth a means by which the
Commission may modify regulation when competition ex-
ists. Under this provision, the Commission initiated an
investigation of competition in the interLATA toll market
to determine the extent of competition and the appropriate
level of regulation for each of the utilities serving that
market. The Commission’s order in docket 05-TI-104 was
effective August 1, 1988, and its provisions will expire
July 31, 1990, unless modified by further order.

The 05-TI1-104 order specified regulation for four utili-
ties. AT&T Communications of Wisconsin was permitted
to file flexible rates for most of its services, regular toll
service excluded, with a simplified process for effecting
increases or decreases in rates. AT&T rates for regular long
distance were capped at current levels. MCI Telecommuni-
cations and US Sprint were accorded a moderate level of
regulation consistent with their respective shares of the
market. These carriers may change rates without PSC ap-
proval on 14 days notice. Regulatory requirements im-
posed on Western Union were minimal given its limited
presence in Wisconsin.

Western Union has since applied for permission to
abandon service in Wisconsin.

IntraLATA Competition

AT&T Communications of Wisconsin (ATTCOM) offers
various services on an interstate basis that if offered on an

intrastate basis can not be restricted to interLATA-only

calling. AT&T applied to the Commission for authority to
offer such services on both an inter-and intraLATA basis
and the Commission, after investigation in docket 05-NC-
100, granted such authority. At that time similar limited
authority was extended to MCI and US Sprint. In response
to this action, Wisconsin Bell, which had had sole author-
ity in the intraLATA toll market, submitted tariffs for a
number of its services now subject to competition. The
proposals included new offerings, reduced rates, and pric-
ing flexibility within a range of rates. Those tariffs were
placed on file.

Prior to this activity, the Commission had undertaken
an examination of the possibility of establishing intraLATA
access charges to replace the settlements process for com-
pensating local exchange telephone companies (LECs) for
their role in completing intraLATA toll calls. An interim
order in this proceeding was issued in September 1987 in
docket 05-TR-102. It directed the LECs to develop tariffs
for intralLATA access. A second interim order in February
1989 changed the method of determining both intra and
interLATA access rates. The order mandated a uniform
system of access charges for intra and interLATA service
and directed access rates be filed based on Wisconsin costs.
The Commission also authorized GTE North, Inc,, to be a
toll carrier within a specified territory. Although the Com-
mission did not open the door to full intraLATA competi-
tion at that time, it denied a request to impose a ban on
intraLATA competition for one year. A proceeding on
intraLATA competition (05-TI-119) has been opened. The
access tariffs required by the Commission are under review.

9-1-1 Emergency Number Service

The 1987 Wisconsin Act 27 established a procedure
under which counties that establish county-wide 9-1-1 sys-
tems may recover a portion of the cost of this service by
means of a surcharge on telephone bills. Utilities were
required to submit county 9-1-1 contracts to the Commis-
sion before implementing such billing. The Commission
may disapprove the charges to customers if the contracts
are found not to comply with statutory requirements. On
its own initiative, the Commission promulgated rules to
govem this process in Chapter 173, Wis. Adm. Code.
Brown, Dane, Door and Milwaukee counties have had 9-1-
1 contracts in effect since September, 1989.

10
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Wisconsin Bell Marketing Practices

The Commission investigated the marketing of optional
services by Wisconsin Bell in response to a complaint from
the Citizens’ Utility Board. The Commission referred the
matter to the Office of the Attorney General for
enforcement.

The Attorney General found some customers were sold
services they (a) did not want, (b) did not need, and/or (c)
were not aware they were paying for. A settlement was
reached between the Attorney General and Wisconsin Bell
which included a fine and customer refunds. The Commis-
sion has opened a rule making docket (1-AC-127) to ex-
amine marketing and billing practices of all telephone
utilities.

Wisconsin Bell Moratorium/Refunds/ Rate
Case

Wisconsin Bell has operated with a flexible rate of re-
turn and rate moratorium since August 1, 1987, in docket
6720-TI-102. The flexible rate of return was intended to
provide an incentive for increased operating efficiency.
Some earnings above the target rate of return on equity
are maintained by Wisconsin Bell; higher earnings would
be shared with and returned to customers. A formula allo-
cated the earnings in excess of a specified level between
the utility and its customers. Under the plan, no detailed
review of Wisconsin Bell’s revenue requirement would be
undertaken during the moratorium period. The moratorium
period is now over. Review of the results of the morato-
rium plan on the flexible rate of return is underway.

Another rate proceeding is also in progress for Wiscon-
sin Bell, Inc., (6720-TR-103/6720-TR-104). An order in
6720-TR-103 was issued in July, 1989, to implement a rate
credit. This case will include review of an alternate regula-
tion proposal by Wisconsin Bell that provides for more
flexibility.

Alternative Operator Service

A new type of communications provider emerged dur-
ing the biennium; Alternative Operator Service (AOS) pro-
viders. AOSs contract with hotels/motels and private
payphone services to handle credit card and certain other
operator handled calls placed by transient users. Higher

than traditional commissions are paid to the hotel/motel or
private payphone owners by the AOS providers, with such
commissions made possible by higher charges to the tran-
sient end users of the service. Many complaints reached
the Commission. Customers (end users) were generally un-
aware of the fact that an AOS was handling a particular
call and that unexpectedly high rates would be charged.

The Commission found that AOS providers are alterna-
tive telecommunications utilities and required them to ap-
ply for authority to operate in Wisconsin if they provide
intrastate service. Seven AOS providers have been granted
interim authority to operate on an intrastate basis, subject
to several conditions including rate ceilings. The Commis-
sion has also initiated an investigation into AOS (05-TI-
116) for the purpose of establishing an appropriate regula-
tory mechanism.

Single Party Revertive Calling (SPRC)

Older telephone switching technology allowed custom-
ers to “call themselves” by dialing their own number (or a
specific code) and hanging up and then answering the ring
at two telephones. This revertive calling capability pro-
vided an effective intercom service which was especially
useful for calling between a farmhouse and an extension
telephone in a barn. Newer central office switches fre-
quently prohibited such calling because the call would be
terminated when the first telephone was hung up. Follow-
ing complaint and Commission investigation, all local tele-
phone utilities were ordered to implement Single Party
Revertive Calling (SPRC) immediately where technically
feasible, or to phase it in over time as changes are made to
existing switch technology. The Commission initiated a
rules proceeding to place the SPRC requirements in the
Wisconsin Administrative Code. (See Docket 1-AC-125).

Interest On Deposits

In docket 1-AC-112, the Commission promulgated rules
for telephone utilities (and water utilities) to allow the
Commission to determine annually the appropriate rate of
interest that these utilities should pay on customer depos-
its. Effective August 1, 1989, the interest rate was set at
8.8 percent.

11
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WATER AND SEWER
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Water and Sewer Rate Cases

The Commission issued 160 formal water and sewer
rate orders during the biennium. One hundred and twelve
(112) applications for new water and sewer construction
projects were also received and approved. There are 556
water and 82 sewer utilities under PSC regulation.

PSC Investigates Direct Charging Public
Fire Protection (PFP) to General Service
Customers

This investigation resulted from legislation passed in the
1988-89 Annual Budget Bill (Assembly Bill 850, Wis. Act
399). This legislation mandated that the utility PFP charge
be included in the water utility bill of each customer unless
the municipality resolved to continue to pay the PFP
charge.

Previously, the PSC recognized the municipality in its
governmental capacity as the customer of the water util-
ity’s public fire-protection service. The utility billed the
municipality which then typically placed these charges on
the tax roll.

Responding to the newly legislated alternative to charge
PFP costs directly to general service customers, the PSC
studied direct charge methods and filing procedures that
would accommodate this option. The Commission con-
cluded its investigation in docket 05-WI-100 by issuing an
order identifying ten direct charge methods and two filing
procedures which could be employed by municipalities
electing to direct charge public fire protection.

PSC Mediates Consumer
Problems with Ultilities

The PSC’s Consumer Services Bureau (CSB) employs
four consumer specialists to aid consumers in dealing with
their utilities. During the biennium, the bureau handled
almost 6,400 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 utilities work with customers in ac-
cordance with prescribed rules.

b

Low-Income Energy Conferences

The PSC has begun co-sponsoring statewide confer-
ences on low-income energy programs and potential solu-
tions for energy hardships. Each February, during the bien-
nium, the PSC joins with the Department of Health and
Social Services (H&SS) to call together more than 450
people from the PSC, H&SS, utilities, private social service
agencies, community action agencies, weatherization pro-
grams, senior citizen groups, legislative offices, consumer
advocates, and the Governor’s Office. There they learn of
the latest budget, rules and program changes, and also
propose and debate possible improvements in low-income
energy policies and procedures. Many important improve-
ments stem from these discussions. The conference became
a national model that has been followed by the National
Low Income Energy Consortium (NLIEC) (the Wisconsin
PSC is a founding member and has a representative on the
NLIEC Board of Directors). The NLIEC held its national
conference in Milwaukee in June 1987 because of the
many progressive developments in low-income energy
policy in Wisconsin.
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ACCOUNTING AND ECONOMIC INITIATIVES

Energy Ultilities Capital Structure Policies
Studied

The report, “Analysis of the Public Service Commis-
sion’s Energy Utilities Capital Structure Policies,” February,
1988 (48 pages), was prepared at the request of the Legis-
lative Audit Bureau (LAB). The LAB and some utilities
were concerned that the PSCW appeared to change its
capital structure policy to arbitrarily prevent the removal
of utility funds for diversification purposes. The study dis-
closed that the PSC’s capital structure policy had, in fact,
evolved over time in response to the increased risk of the
utility industry. Further, the analysis demonstrated that
maintenance of a strong capital structure was likely to
benefit the ratepayer in the long run. A strong capital
structure gives the utility and the Commission more flexi-
bility to finance the most cost-effective investment, even if
it requires a relatively large capital outlay. A utility with a
weaker capital structure may be forced to select a less
capital intensive, but more expensive to operate, plan to
serve its customers’ needs.

PSC Reviews Electric and Telephone
Utility Shareholder Returns

The Commission, at the request of the Citizens’ Utility
~ Board, directed the Office of Economics & Finance in

docket 6630-UR-102 to review the NARUC report enti-
tled “Electric and Telephone Utility Shareholder Returns;
1972-1987.” This resulted in a study entitled, "A Critical
Review of the NARUC Report Entitled "Electric and Tele-
phone Utility Shareholder Returns; 1972-1987".” The
NARUC study claimed that utility stocks outperformed
industry stocks, despite the fact that utility stocks are less
risky than industrial stocks. On the basis of that study,
NARUC suggested that Commissions consider lowering
utility returns. While the PSC study concurred that utility
stocks outperformed industrials during the 1972-87 period,
it found that the performance was not due to Commissions
setting returns too high. Rather, the strong performance of
utility stocks was due to external factors including lower
interest rates and inflation. The PSC study concluded that
it is unclear whether utility stocks are actually less risky
than industrials and that adjusting utilities’ returns on the
basis of NARUC's findings would be inappropriate.

The Commission Adopts the FERC System
of Accounts

Wisconsin's privately owned gas and electric utilities
currently follow the National Association of Regulatory
Utility Commissions (NARUC) Uniform System of Ac-
counts. At its June 29, 1989 open meeting, the Commis-
sion determined that effective January 1, 1990, these utili-

ties will begin to follow the Federal Energy Regulatory
Commission’s (FERC) System of Accounts with the excep-
tion of gains and losses on the disposition of property.
These items will continue to be recognized below-the-line.
In addition, the Commission is currently in the midst of
investigating policy differences for contributions in aid of
construction, tax normalization, pre-certification expenses,
allowance for funds used during construction and current
return on construction work in progress, and certain re-
porting requirements.

The NARUC System of Accounts has not been updated
for many years and in some respects is no longer meeting
the needs of utilities or PSC staff. It is anticipated that
adopting the FERC System of Accounts will accommodate
many of these needs including minimizing reporting differ-
ences for utilities under both state and federal jurisdictions.
This is a significant reason why many Wisconsin utilities
have enthusiastically supported the change in accounting
systems.

Discounted Cash Flow Model Evaluated

During the biennium, the Commission evaluated the
various forms of the standard Discounted Cash Flow (DCF)
Model currently in use by staff. As a result of the analysis,
the Commission decided to use a standard DCF model as a
guide, rather than mechanistically, in setting the return on
equity for utilities. This decision allows the Commission to
use both the DCF results and data and information not
included in the DCF model to reach its return on equity
decisions. This report was disseminated nationally.

Full Tax Normalization

Timing differences exist between when an item is de-
ductible for tax purposes and when it is deductible for
book purposes. The most frequently encountered example
of a timing difference is accelerated depreciation expenses.
Accelerated depreciation for tax purposes allows greater
depreciation in earlier years and less in later years when
compared to book depreciation. The flow through method
of accounting flows through the associated reduced tax
expense in the earlier years and collects greater tax ex-
pense in the later years based on how the tax return is
expected to be filed. The full normalization method com-
putes income taxes based on book deductions. For acceler-
ated depreciation purposes full normalization creates, in the
early years, a liability for the taxes to be paid which will
reverse in future years. This matches the tax benefit with
the book deduction, and therefore rate recovery.

Starting in 1956 and continuing until 1984, the PSC
generally normalized federal and state depreciation rate
differences and flowed through all other tax timing differ-
ences. The PSC started flowing through state depreciation
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differences in most cases after 1984. The determination
was made that federal requirements for normalization, if
accelerated depreciation is to be used for income tax pur-
poses, did not disallow the flow through of state acceler-
ated depreciation.

Under Generally Accepted Accounting Principles
(GAAP) and the System of Accounts prescribed by the
Federal Energy Regulatory Commission (FERC), full nor-
malization is used. Under GAAP as set forth in the Ac-
counting Principles Board (APB) opinion number 11, regu-
lated entities were not required to comply. The APB was
replaced by the Financial Accounting Standards Board
(FASB). FASB recently issued the Statement of Financial
Accounting Standard (SFAS) 96, related to accounting for
income taxes. SFAS 96 broadened the requirements for
interperiod tax allocation as well as required regulated
entities to comply for financial reporting purposes. Under
SFAS 96, to the extent the method of computing income
taxes differs for ratemaking, utilities will record associated
regulatory assets or liabilities, indicating future rate recov-
ery or refunds.

The Commission directed staff to continue to investi-
gate policy differences in the area of accumulated deferred
income taxes. In this regard, staff issued a position paper
soliciting comments from utilities and other interested par-
ties related to the FERC's full normalization method of
accounting. It is the Commission’s intent to make a final
decision regarding full normalization in time to allow for
implementation, if necessary, by January 1, 1990.

Regardless of acceptance or rejection of full normaliza-
tion, utilities are required to implement SFAS 96 as re-
quired by the FASB. The implementation date has been
postponed twice in order to give companies enough time
to properly implement SFAS 96 and to allow the FASB
time to reconsider certain provisions of this statement. The
current implementation date for SFAS 96 is September 1,
1990, with the effective date set at January 1, 1990.

PSC Completes Study on the Effect of
Incentives on Utility Regulation

The Commission reviewed the general use of incentive
mechanisms for utilities and issued a report on its findings.

The report entitled, “Using Incentives in Utility Regula-
tion: Programs and Problems,” was issued in April, 1989. It
examines the consequences of a number of approaches to
introducing incentive structures into the regulation of utili-
ties. This report will serve as a basis for evaluating specific
company proposals for incentive regulation.

Small Business Protection

Section 196.795(10m), Wis. Stats., states that, “The
commission shall provide assistance, monitoring and advo-
cacy in protecting small business interests under s. 196.795
in any action or proceedings before the commission.” To
facilitate the Commission’s small business advocacy re-
sponsibilities, a small business liaison was named. In addi-
tion, meetings were held with the National Federation of
Independent Business to discuss the participation of this
small business association in the Commission’s role of
small business advocate.

Separate audits of energy holding companies are cur-
rently performed on an annual basis. The overall purpose
of these audits is to review the operations of energy
holding companies and affiliated transactions for compli-
ance with s. 196.795, Wis. Stats. Included in the Commis-
sion’s review related to s. 196.795, Wis. Stats., is the
review of those provisions of the law related to small
business and competition. During 1989, audits of WPL
Holdings, Inc., Wisconsin Energy Corporation, and
WICOR have been completed or are in the process of
being completed.

In addition to these annual audits, the Commission has
investigated various small business complaints related to
energy holding companies. Such complaints have dealt
with utility cross-subsidies, unfair price discrimination, vio-
lations of state anti-trust laws, and unfair business practices
which lessen competition, tend to create a monopoly or
restrain trade.

The Commission also takes up small business issues in
cases that involve utilities who are not in energy holding
company systems. This has occurred in those instances
where a small business problem arises such as the “Buy
Wisconsin” issue which has been brought up in many
recent rate case hearings.
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Organizational Changes

The Office of Economics and Finance
Reorganized

The Office of Economics and Finance (E&F) conducts
economic and financial policy analysis and research related
to electric, gas, telephone and water utilities.

In late 1987, the Accounts and Finance Division finan-
cial analysts were moved to the reorganized and renamed
Office of Economics and Finance (formerly the Office of
Chief Economist). The new office develops and presents
expert testimony at rate and rulemaking proceedings, con-
ducts special research projects and provides consultation to
the Commission and staff on economic and financial issues
and activities associated with public utility regulation. Ex-
amples of matters handled by E&F include: issuance of
stocks and bonds, determination of rate of return, determi-
nation of capital structure, evaluation of alternatives to
rate-base rate-of-return regulation, evaluation of incentive
regulation mechanisms, economic and financial analysis of
electric least-cost planning issues, and preparation of eco-
nomic cost and demand studies and intervention in federal
policy initiatives.

Energy Planning and Programs Division
Created

In July of 1988, the Office of Conservation and Energy
Efficiency and the Division of Systems Planning, Environ-
mental Review and Consumer Analysis were merged to
create the new Division of Energy Planning and Programs
(EPP). The new division consists of three bureaus: Energy
Management, Systems Analysis and Environmental Analy-
sis. The 24 member staff is comprised of energy planners
and engineers and office management staff. With the merg-
ing of the two units, supply-side and demand-side planning
and integration of those aspects are now housed in one
division. Staff dealing with demand-side programs and staff
dealing with certain aspects of supply-side construction
applications are also a part of the Energy Planning and
Programs Division. The combination of staff having direct
regulatory responsibility for certain aspects of programs
and.projects, and staff responsible for planning, has re-
sulted in a multi-faceted, well balanced regulatory approach

to many energy issues. These issues include least-cost plan-
ning, energy bidding programs and utility incentives.

The Energy Planning and Programs Division’s primary
responsibilities are to:

1. Provide the environmental analysis for major Com-
mission actions.

2. Review, develop and monitor implementation of
long-range plans for electric and gas supplies and
for utility demand-side programs.

3. Review, develop and monitor utility energy effi-
ciency programs.

4. Review, evaluate and monitor utility transmission
and generation system operations.

EPP staff get involved in major construction cases, en-
ergy rate cases and energy generic dockets. EPP is also the
lead division for the Advance Plan process that is the
forum for developing least-cost planning concepts and
methods in Wisconsin. While much staff involvement cen-
ters around preparing testimony and briefs in formal cases,
a great deal of effort is also focused on working with
utilities and monitoring their activities outside of the for-
mal docketed cases. Staff develop and present recommen-
dations to the Commission on various energy planning
and program issues, often including broader state and fed-
eral energy policies that can affect Wisconsin utilities and
their customers.

Intervenor Compensation

Intervenor Compensation Encourages
Participation

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

PSC Continues Automation Process

Automation is viewed as a key to helping to continue
Wisconsin's fine regulatory tradition into the 1990’s. In-
vestment of $325,000 in microcomputers has enabled the
Commission to more than double its capacity during the
biennium.

Every division and office in the PSC now has microcom-
puters, and several are very close to having a microcom-
puter for every staff person. The micro-computers have
proved to be highly productive tools for spreadsheet appli-
cations, word processing, database management, and
graphics. Specialized applications such as modeling electri-
cal generation and transmission systems, modeling utility
capital requirements for strategic planning, cost of service
studies, depreciation studies and transcript automation
have enhanced staff analysis and efficiency.

Personnel

Affirmative Action

The PSC has an Affirmative Action Advisory Council.
The Council’'s membership represents all divisions in the
agency. The Affirmative Action Officer is also a member of
the Council. The Council’s responsibilities are to assist in
the identification of affirmative action program areas, to
audit hiring and promotional activities, and to inform new
employees of the affirmative action laws and complaint
procedures.

The Commission’s Affirmative Action Plan for the bien-
nium identified three initiatives in support of affirmative
action and equal opportunity: (1) Recruitment efforts to
attract racial/ethnic minorities, females and persons with
disabilities were increased. (2) Affirmative action status was
used as a positive factor in considering applicants for all
permanent, project and limited term positions in which the
presence of women and minorities is currently under-
represented. (3) Opportunities for upward mobility were
enhanced by development of a formalized on-the-job train-
ing program through temporary job reassignment. The
purpose is to train staff in various job duties for job
related, personal and career advancement.

The Commission’s affirmative action efforts have
brought the following results:

No. Employees* % Female % Minority % Handicapped

7/88 174 47.71 5.75 5.75
7/89 172 45.93 5.81 11.05

* Number of filled classified positions

Alternative Employee Work Patterns

Flexible scheduling is another aspect of the Commis-
sion’s Affirmative Action Program. The parameters of Al-
ternate Work Patterns (AWP) for PSC employees were
modified and expanded in 1986.

Approximately 55 percent of the PSC's 183 employees
regularly or intermittently exercise one or more of the
AWP options. Twenty-seven employees work compressed
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.
Fifteen work less than full time, including six in job-sharing
situations. Sixty-six employees work staggered or flexible
work hours which provide for amended starting and end-
ing times in a work day.

Both clerical and professional staff members participate
in the Commission’s AWP program, and the agency’s ex-
perience continues to be positive in its use of alternative

scheduling.

Engineering Occupational Survey

Commission staff have dedicated substantial time and
effort to the statewide engineering occupational survey this
biennium. The survey addresses compensation levels for all
state agency engineers. Current levels were widely recog-
nized as being inadequate. In the Commission, the survey
affects 30 positions, or 17 percent of total agency posi-
tions. Personnel Services staff coordinated the agency’s
survey activities with the Department of Employment Re-
lations. Once implemented, the results of the survey are
expected to enhance the recruitment and retention of expe-
rienced engineers so essential to the effective functioning
of the Commission. Implementation is expected to occur
early in the 1989-1991 biennium.

Quality Improvement Program Initiated

The State of Wisconsin has embarked on an effort to
adopt the philosophy of Quality Improvement as the
guide for improving the ability of the state government to
anticipate, meet and even exceed the expectations and
needs of its customers, the citizens of Wisconsin. The
Public Service Commission has joined in these efforts. The
Commission has re-written principles first developed by
Dr. W. Edwards Deming to reflect the mission and goals of
the Public Service Commission. The agency is working
hard to incorporate these goals in the day-to-day workings
of the agency and to use them as a guide, not only for
working with our public, but with each other.
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PSC Principles of Quality
Leadership

Commitment

Be committed to the Public Service in Public Service
Commission. Create a constancy of purpose toward im-
proving our public service. Recognize that we serve many
“publics” (consumers, complainants, utilities, utility security
holders, consultants, other agencies, legislators, media and
our own staff) and recognize that our “service” and obliga-
tion covers a broad spectrum including but not limited to:

Protecting the public interest
Protecting the interest of utility consumers

Providing a regulatory climate which balances the interests
of rate payers, utilities and their investors

Setting reasonable rates and rules
Assuring adequate utility service
Serving as a resource for the public

Handling complaints, inquiries and utility applications in a
professional, timely and fair manner

Working together with respect and trust to achieve out-
standing regulatory performance.

Method

Build quality into the work product through communi-
cation, planning and teamwork. Believe in, foster and sup-

port teamwork. Use teamwork to develop goals and a plan
to achieve those goals. Break down barriers between divi-
sions, within divisions and among all people working at
the PSC.

Leadership

Follow the principles of quality leadership. Provide
guidance, remove barriers and help people do their job
better.

Flexibility

Strive for quality through innovation, creativity and
flexibility. Recognize that regulators and utilities operate in
a changing environment, and respond by taking a leader-
ship role based on foresight, flexibility and openness to
change. Adopt flexible rules and work standards that reflect
the complexity of our work.

Training

Support training and education to enable all employees
to do their job better, to enhance personal growth and to
increase the advancement potential of employees.

Working Atmosphere

Foster an open atmosphere that eliminates fear and fault
finding and encourages a long-term working relationship
based on mutual respect and trust. Enhance pride in peo-
ple’s work, follow through on suggestions, commend
achievements and promote quality.
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COMMISSIONERS

Charles H. Thompson, Chairman
Mary Lou Munts, Commissioner
John T. Coughlin, Commissioner

COMMISSION OFFICE

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

Office of Chief Counsel Utility Rates Division

Steven Schur, Chief Counsel, 266-1264 Victor Mayer, Administrator, 266-3182
Gary Mathis, Electric, 266-2307

Examining Division David Sheard, Water & Sewer, 266-1422

Ann Pfeifer, Administrator, 266-5473 Gary Evenson, Communications, 266-6744

Accounts and Finance Division

Conrad Oleson, Administrator, 267-7829
Norman Young, Accounts, 267-7866
Donna Holznecht, Audits, 267-7972
Frederick Halverson, Reports, 267-9099

Office of Economics and Finance

Susan Stratton Gilmore, Director and Chief Economist,
266-0699

Administrative Services Division

Joyce Narveson, Administrator, 266-3587 Engineering Division
Gordon Grant, Fiscal Services, 267-9086 Scot Cullen, Administrator, 266-1567

Eaiﬂ&l?:;:;énfggzle SS};itzeiI;Ss, 2222-_';?;[?5 Robert Kelly, Communications, 266-8006
Yy . ’ Lanny Smith, Electric & Water, 266-3165

David O’Connell, Construction Review
& Field Surveillance, 266-9640
Anita Sprenger, Administrator, 267-3590 Harold Meyer, Gas, 266-8128
David Schoengold, Systems Analysis, 267-3589
Michael John Jaeger, Environmental Analysis,
267-2546
Paul Newman, Energy Management, 267-5112

Energy Planning and Programs
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Division Descriptions

Office of Chief Counsel

The Office of Chief Counsel represents and defends the
actions of the Commission in state and federal courts. The
office also provides legal advice to Commissioners and staft
and provides legal counsel for staff at Commission hear-
ings. In addition, it intervenes to represent the Commission
in cases of regulatory interest at the federal level. Finally,
the Office of Chief Counsel coordinates referrals from the
Commission to the Attorney General.

Office of Economics and Finance

The Office of Economics and Finance (E&F) conducts
economic and financial policy analysis and research related
to electric, gas, telephone and water utilities. The office
develops and presents expert testimony at rate and rule-
making proceedings, conducts special research projects and
provides consultation to the Commission and staff on eco-
nomic and financial issues and activities associated with
public utility regulation. Examples of matters handled by
E&F include: issuance of stocks and bonds, determination
of rate of return, determination of capital structure, evalua-
tion of alternatives to rate-base rate-of-return regulatfon,
evaluation of incentive regulation mechanisms, economic
and financial analysis of electric least-cost planning issues,
and preparation of economic cost and demand studies and
intervention in federal policy initiatives.

Accounts and Finance Division

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 agreements, 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.

Utility Rates Division

The Utility Rates Division develops, analyzes and
monitors utility rates and regulations, maintains utility tar-
iffs and mediates consumer disputes with utilities. The divi-
sion participates in formal case proceedings on rate issues,
service regulations, certificates of public convenience and
necessity, service withdrawals, service area disputes and
rulemaking. Utility Rates staff conduct independent investi-
gations and data collection, analyses of proposals, and
analyses of alternative cost studies and rate designs. The

1987-89 Biennial Report

division enforces utility compliance in filing rates, charges,
rules and regulations with the Commission and ensures
that tariff language is clear and unambiguous. The divi-
sion’s Consumer Services Bureau (CSB) interprets tariffs,
rules, regulations and Commission policies to respond to
inquiries and to mediate and resolve consumer complaints.
CSB employs four consumer specialists who can mediate
most problems customers have with a utility, if the utility
and the customer have not been able to correct the situa-
tion on their own. The Utility Rates Division also partici-
pates in agency-wide teams to review and develop regula-
tory policy approaches for electric, telecommunications,
gas, water and sewer utilities.

Engineering Division

The Engineering Division reviews and analyzes pro-
posed utility construction projects from the standpoint of
need, possible alternative actions and economics. It also
works closely with the Energy Planning and Programs
Division on the review and analysis of long-range electric
system plans. The division promulgates and enforces ser-
vice and safety standards, monitors conditions and activi-
ties potentially affecting service adequacy, monitors con-
struction costs of major projects and plant accounting, and
otherwise keeps the Commission informed of utility opera-
tions. It is also involved with the Department of Agricul-
ture Trade and Consumer Protection in managing the
state’s new stray voltage program. The Engineering Divi-
sion is also responsible for the rate functions for gas public
utilities. Other direct rate case involvement by the division
includes the evaluation and monitoring of electric genera-
tion fuel costs and also of the performance of major en-
ergy utilities through the Performance Indicator Project.

Examining Division

The Examining Division schedules and conducts public
hearings, records verbatim testimony, prepares transcripts
and may issue proposed decisions. The testimony pre-
sented and recorded before the hearing examiners contains
all of the evidentiary information allowed to be used by
the Commission in making a decision in a contested
proceeding.

Energy Planning and Programs Division

The Energy Planning and Programs Division (EPP) con-
sists of three bureaus: Energy Management, Systems Anal-
ysis and Environmental Analysis. The division’s staff is
comprised of energy planners and engineers and office
management staff.

The Energy Planning and Programs Division is respon-
sible for the environmental analysis of major Commission
actions. The division also reviews, develops and monitors,
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utility demand-side programs, utility energy efficiency pro- equal employment opportunity and employee assistance
grams, utility transmission and generation system opera- programs. This division also maintains a central records
tions and the implementation of long-range plans for elec- management system and provides word processing, library,
tric and gas supplies. printing, mail, and facilities services.
EPP staff get involved in major construction cases, en-
ergy rate cases and energy generic dockets. EPP is also the ~ Rate Actions
lead division for the Advance Plan process that is the ) o .
forum for developing least-cost planning concepts and During the past biennium, the PSC issued 246 rate
methods in Wisconsin. While much staff involvement cen- o_rders for electric, natural' gas, telephone, water and com-
ters around preparing testimony and briefs in formal cases, bined water and sewer utilities. Tl}e following pages indi-
a great deal of effort is also focused on working with cate the outcome of each_pr(?ceedlng.
utilities and monitoring their activities outside of the for- In reading this appendix, it may be helpful to under-
mal docketed cases. Staff develop and present recommen- stand the following key terms:
dations to the Commission on various energy planning
and program issues, often including broader state and fed- Key
eral energy policies that can affect Wisconsin utilities and D utility’s code number, used by the PSC in
their customers. Supply-side and demand-side planning are record keeping.
housed within this division. Name The name of the utility.
Type Water, sewer, electric, telephone, gas utility.
Administrative Services Division Docket  The letter and number code used by the PSC
The Administrative Services Division provides the to refer to a p artlcule'xr case.
e . ; Granted The annual revenue increase, in dollars, granted
Commission’s personnel, business management, and infor- the utility bv the PSC
mation systems services, including budget development R y oy - .
L R equest The annual revenue increase, in dollars, re-
and control, revenue collection, intervenor financing coor- uested by the utilit
dination, procurement, employee training and develop- d v v . de s
. ; Percent  The percent increase or decrease in the utility’s
ment, recruitment, compensation and benefit programs, and
N o . annual revenue as a result of the rate case.
the coordination of the Commission’s affirmative action/
Commissioner CHAIRMAN Commissioner
Executive Assistant
to Chairman
Eco(rzgj;iec gfa o Office of Sif:f}t;ry Public Information
Finance Chief Counsel Commission Officer
| | | | | ]
Accounts & Engineering Examining Energy Planning Utility Rates Administrative
Finance Division Division and Programs Division Services
Division Division Division
Financial Communications Examining Systems Analysis Communications) | Fiscal Services
Records Electric & Water Reporting Environmental Consumer Personnel
Audits Gas Analysis Services Services
Utility Construction Energy Electric Data/Word
Accounting Review & Field Management Water & Sewer Processing
Surveillance Records
Management
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