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of the Public Service Commission for the
period from July 1, 1971 to June 30, 1973,
and contains information with respect to
matters under the Commission's jurisdic-
tion which it deems proper to submit in
compliance with section 15.04(L), Wiscon-
sin Statutes, as to biennial reports.
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JURISDICTION, FUNCTIONS, AND ORGANIZATION
of the
PUBRLIC SERVICE COMMISSION

The Public Service Commission is composed of three full-time Commissioners
appointed by the Governor and confirmed by the Senate for staggered b-year
terms, and a staff of 132 full-time budgeted positioms.

As of June 30, 1973, its regulatory powers and duties included the rates
and service of

5
278
16,614
105
1
18
3

1
15
121
1
119
Lot

common carriers of property and passengers by water
common motor carriers of passengers and property
contract motor carriers of property

electric utilities (85 are municipal)

express company

gas distribution utilities (1 is municipal)
heating utilities

railroad (electric)

railroads (other than electric railways)

sewer utilities {combined with water utilities)
telegraph company

telephone utilities (70 are REA financed)

water utilities (480 are municipal)

For the efficient conduct of its business, the Commission staff is orga-
nized into six divisions, each with the following program assignments:

Administration Division

The Main Office operates as the administrative and general information

bureau of the

Commission. All matters to be presented to the Commission,

formal action, or instruction are cleared through this office.

The Management Services Bureau prepares monthly and annual assessments

of regulatory expenses against the utilities and railroads involved;
prepares Commission budgets and payrolls; audits expenditures; collects
and deposits receipts; maintainsg records of the Commission finances and
personnel; coordinates travel of staff members; and purchases, issues,
and inventories eguipment and supplies.

The Filing Bureau maintains all files and records of the Commission's

work (except finance and personnel); employs a follow-up system on files
and correspondence; and handles mailing and distribution of Commission
notices and orders.
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Examining Division

The Fxamining Division schedules and gives notice of public hearings, the
objective being to set each hearing at a time and place most convenient
to the parties and the public, consistent with efficient utilization of
staff time and travel expense; conducts public hearings with a hearing
examiner presiding; is responsible for the recording of verbatim testi-
mony by a stenographic reporter and the preparation of typewritten trans-
cripts of public hearings; edits drafts of notices of hearing and formal
orders of the Commission; edits, indexes, and prepares copy for annual
volume of selected important orders of the Commission; and prepares and
makes legal filing of notices and rules in the Wisconsin Administrative
Register.

Transportation Division

The Statistics and Reports Bureau analyzes railrcad and motor carriers
costs and maintains files of general statistical data relating to trans-
portation; prepares accounting, statistical, and general economic data
for use in matters before the Commission and the Interstate Commerce
Commission and participates in formal proceedings; and audits books and
reports, and designs reporting forms and systems of accounts for motor
carriers.

The Tariffs Bureau investigates transportation rates or fares of express,
truck, and bus lines and railroads:; maintains complete file on freight
tariffs and passenger fares; participates in Commission and Interstate
Commerce Commission rate proceedings; investigates telegraph rates; and
audits freight bills upon request.

The Motor Carrier Authorities Bureau handles motor carrier inquiries and
preliminary work in connection with motor carrier authorities; maintains
liaison with other bureaus of the Commission and other state agencies
involving motor carrier regulations; and makes routine investigations of
the records and investigates inquiries and complaints as to the service of
motor carriers and rental companies.

The Railroad Safety Bureau investigates and processes applications or
complaints relating to: closing, maintaining, establishing {(at grade or
separated), or improving protection at railroad-highway crossings, and
apportiomment of costs related to crossings; horizontal clearances between
adjacent and parallel railrcad tracks and vertical and horizontal clear-
ances between railroad tracks and adjacent structures; switch targets,
lights, and reflectorized markers on both branch and mainline railroad
lines; removal of spur tracks; general matters relative to railroad car
supply and operational freight service; and brush or snow removal on
railroad right-of-way.

Engineering Division

The Flectric and Water Bureau investigates and processes complaints con-
cerning electric and water utility service, operation, and facilities;
reviews and makes recommendations on plans for plant additions; reviews
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and enforces service and safety standards; conducts continuing studies of
adequacy of electric energy supply; participates in formal Commission
proceedings; represents Commission on state and national committees; main-
tains liaison with federal and other state agencies with concurrent jur-
isdiction; administers Volume 1 of the State Electrical Code; administers
the specific laws relating to the Wisconsin Valley Improvement Company

and the Chippews and Flambeau Improvement Company; and administers the
rain-making statute (section 195.40, Wis. Stats.)

The Gas Bureau investigates and processes complaints concerning gas utility
service, operation., and facilities; reviews and makes recommendaticns on
plans for plant additions; reviews and enforces service and safety stan-
dards; conducts continuing studies of adeguacy of gas supply; participates
in formal Commission proceedings; represents Commission on state and
national committees; maintains liaison with federal and other state agen-
cies with concurrent jurisdiction; and administers the Gas Safety Standards
of the state and, as an agent of the federal Department of Transportation,
those of the federal government.

The Communications Bureau investigates and processes complaints concerning
telephone utility service, operation, and facilities; reviews and makes
recommendations on plans for plant additions; reviews and enforces service
and safety standards; participates in formal Commission proceedings; rep-
resents Commission on state and national committees; and maintains liaison
with federal and other state agencies with concurrent jurisdiction.

The Property Records Bureau reviews utility work orders, prudent invest-
ment, and associated costs relating to investment in, or retirement of,
utility plant; maintains price indexes of material and labor and a famil-
iarity with construction standards; reviews methods and procedures in
property record work and book entries of utilities acquiring transferred
property; participates in formal Commission proceedings; maintains liaison
with federal and other state agencies with concurrent jurisdiction; and
represents Commission on state and national committees.

Utility Rates Division

The Utility Rates Division investigates and recommends rates and rules and
analyzes costs of utilities; prepares technical reports and recommendations
in connection with formal utility cases and participates in Commission pro-
ceedings; investigates complaints involving utility rates and extension of
service to prospective customers in the existing service territory of utili-
ties; investigates applications of electric utilities to extend rural dis-
tribution lines; and maintains file of electric, gas, telephone, water, and
sewer rates and a file of the annual financial reports of all utilities.

Accounts and Finance Division

The Accounts and Finance Division conducts special studies on cost of
capital, revenue requirements, and rate of return, and makes recommenda-
tions to the Commission in connection with rate proceedings; investigates
financial arrangements between utility affiliated interests requiring
Commission approval; audits the books, accounts, records and annual reports
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of public utilities; prescribes uniform systems of accounts and interpre-
tations, and annual report requirements for utilities; reviews deprecia-
tion rates of all utilities; assists utilities in establishing accounting
systems and procedures; analyzes construction expenditures for continuing
property record accounting; investigates proposals of utilities to pur-
chase, consolidate, or merge with other utilities; investigates utility
applications for authority to issue bonds, stocks, and all other forms of
securities; and collects, analyzes, and furnishes information and finan-
cial and economic data on the utility industry.

FINANCES OF THE COMMISSICN

The Commission has four principal sources of revenue with which it finances
its work:

1. To defray the expenses of regulating the rates, service, construc-
tion, finances, and security issues of all Wisconsin public utili-
ties, whether privately or municipally owned, the Commission makes
an assessment of costs of a specific, formal investigation against
the investigated utility, limited by L4/5 of 1% of the gross intra-
state operating revenues of the utility in theé previous calendar
year. A similar assessment is made in specific, formal railroad
investigations.

2. To recover costs incurred in utility regulation that cannot be
ascribed to a specific investigation, the Commission makes a so-
called remainder assessment after the close of each fiscal year
against all Wisconsin utilities which may not exceed 1/5 of 1% of
the total gross intrastate operating revenues of the previous
calendar year. A similar remainder assessment, made to recover
costs incurred in railroad regulation that cannot be ascribed to
a specific investigation, may not exceed 1% of the total gross
intrastate operating revenues for the previous calendar year.

3. To provide for transportation, electric power, natural gas, and
telecommunication phases of emergency resource management assigned
to the Commission by the Governor under Chapter 22, Wis. Stats.,
and for miscellaneous administrative expenses, a specific legis-
lative appropriation is made from the State General Fund.

4. To provide for the regulation of motor carrier operating authori-
ties, rates, and service, a specific legislative appropriation
is made from the State Highway Fund.

Details of Commission finances are shown in the following table. It
should be noted that the receipts and disbursements are not egual for a
given year because the amounts available as legislative appropriations are
seldom spent in full, but allowed to lapse. Also, reimbursement for some
utility and railroad expenditures is not received until the subsequent
fiscal year.
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Public Service Commission of Wisconsin
Surmary of Finances

Item 1971=T72 1972-73
Appropriations and receipts
General legislative appropriations $ T1Lk,800.00 $ 729,800.00
Non-lapsed balances 8,032.92 2,595.88
Total appropriations $ 722,832.92 $ 732,395.88
Utilities receipts
Direct assessments $ 170,266.19 $ 220,205.96
Remainder assessments 924,489.83 1,057,102.94
Gas pipeline safety - D.O.T. 17,358.00 2, 263.00
Total $1,112,11kh, 02 $1,301,571.90
Railrcad receipts
Direct assessments $ 9,672.27 $ 8,997.3k
Remainder assessments 172,992.73 18Lk,500.46
Total $ 182,665.00 $ 193,497.80
Miscellaneous receipts $ 4,428.39 $ 1,356.90

Total appropriations and
receipts

Disbursements
Utility
Gas pipeline safety
Raillroad transportation
Motor transportation
Emergency resource management

Total disbursements

Collections for state general fund
Utilities securities fees
Engineering fees
Copy work and sale of printed matter
Penalties
Water carrier fees

Total

Collections for state highway fund
Motor carrier filing fees

$2,022,040.33

$2,231,822.48

$1,256,857.29

$1,477,015.35

17,358.00 2L ,263.00
197,987.81 213,903.31
571,151.88 59k ,387.42

70.13 4,981.79

$2,043,425.11

$2,314,550.87

$ 161,672.48 $ L43,087.68
16.00 20.00

4, 760.60 5,121.13
713.83 2,055.32

40.00 40.00

$ 167,202.91 $ 50,324.13
$ 75,635.00 $ 78,223.00
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INTRODUCTION

UTILITY RATES AND CHARGES

SECURITIES

The Public Service Commission is an independent regulatory Commission
whose Jjurisdiction, powers, and duties are delegated to it by the Wis-
consin Legislature.

According to Wisconsin Statutes, it is the duty of the Public Service
Commission to "supervise and regulate every public utility in this state"
to the end that "reasonably adequate service and facilities" be avail-
able at "rates that are reasonable and just." The basic goal of the
Commission is to carry out this mandate.

Wisconsin Statutes require that a public hearing be held and a formal
order issued whenever a proposed utility rate revision includes any
increase in rates to any customer.

During this biennium, the Public Service Commission adopted a rule
(section PSC 2.73, Wisconsin Administrative Code, effective May 1, 1972)
requiring that any public utility applying to the Commission for a rate
increase shall, by means of a bill insert, inform all customers who would
be affected. When bills are not mailed monthly in envelopes, customers
may be informed of the filing of the application by means of a special
mailing or by a display advertisement in newspapers having general cir-
culation in the utility's service area.

Balancing the respective rights of utility customers, the utility and its
investors, and the public entails a thorough study of the operations,
expenses, and revenues of a utility applying for a rate increase. The
study includes the utility's financial reports submitted to the Commis-
sion, as well as its proposals and exhibits. The economic scene in gen-
eral, and particularly as it applies to the industry, is examined before
staff exhibits are introduced into the proceeding which, in the case of a
large utility, involves many hours of public hearing.

In addition to the rising costs of utility operation and of plant con-
struction to meet mounting demand for service, financing problems faced
during the biennium were severely complicated by high interest rates,
changing tax structures, and uncertainty in the capital market resulting
from inflationary pressures.

Under Wisconsin law, a privately owned utility must obtain Commission
approval before it can issue securities.
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Securities Authorized
July 1, 1971 - June 30, 1973

Par or Face Proceeds
Type of Security Value Amount %
Common Stock $ 97,385,605 $121,672,980 L6.95%
Preferred Stock 66,000,000 66,0L0,350 25.L48%
Bonds and Other Debt" 71,945,531 71,437,448 27.57%
Total $235,331,136 $259,150,778 100.00%

Maturing less than one year from issue, short-term indebtedness outstand-
ing, in amounts not exceeding $476,580,000 at any time, was authorized by
the Commission during the 1971-1973 biennium.

Particular attention is paid to a utility's capitalization ratios and
their effect on times interest coverage (after taxes) which, in turn,
significantly affect a utility's investment rating, its cost of capital
and, ultimately, the customers' rates.

To maintain, but more often to attain, a previously authorized return on
common stock equity, a "make-whole" rate increase may be required to off-
set increases in operating costs, depreciation expense, interest rates,
and taxes.

A change in taxes and accounting procedures required by federal law effec~
tive in this bilennium was met by sewveral supplementary orders providing
for additional electric utility revenue representing the difference (plus
income tax on that difference) between the investment tax credit under the
Federal Revenue Acts of 1969 and 1971.

A January 24, 1972 order amended the Uniform Systems of Accounts to permit
privately owned utilities to follow the " special rule for ratable flow
through,” under which approximately 50% of the tax credit's potential
effect will be passed on to the consumer, the maximum under the two options
possible under restrictive provisions of the Revenue Act of 1971. '

The Revenue Act of 1971 specifically denied the procedures by which the
Commission had, since 1962, reduced income taxes (expense) by the total
amount of the investment tax credit, thus decreasing the revenue require-
ment. The Commission commented in the January 2k, 1972 order:

At a time when many factors are resulting in the neces-
sity of continually increasing rates for public utility ser-
vice and national efforts are being directed, under the
Economic Stabilization Act of 1970, to reducing inflationary
trends by restricting increases in the prices for services
and commodities, it is considered that the Revenue Act of
1971 prohibiting the utilization of the present accounting
and rate-making treatment of investment tax credit for Wis-
consin public utilities is discriminatory, and not consistent
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with respect to the provisions of the Act concerning unreg-
ulated industry, and is contrary to national objectives with
respect to reducing inflationary trends by holding down
price increases.

It is further considered by the Public Service Commis-
sion of Wisconsin that the limitation placed on state regu-
latory agencies in exercising their Jjurisdiction with re-
spect to service and rates of public utility activities in
intrastate commerce by the aforesaid provisions of the
Federal Revenue Act of 1971 are at the very least, unjust
and unhreasonable and may well be unconstitutional as an
impermissible intrusion upon regulatory functions constitu-
tionally reserved for state jurisdiction.

On October 12, 1972, the Price Commission certified the Public Service
Commission as being in compliance with the Economic Stabilization Program,
based upon the submission of rules dealing with criteria and procedure in
rate increase cases involving utilities, railroads, motor carriers, and
carriers by water within Commission jurisdiction. Those rules now appear
as Wis. Adm. Code Chapter PSC 98.

The  provisions and effective date of rate increases were so authorized as
to be subject to the then current Executive Order and any amendment or
supplement thereto or modification by the Cost of Living Council. Taxes
to local, state, and Federal authorities and the "reasonable and just
return on capital used in rendering public utility service" are not cov-
ered by current Federal activities involving stabilization of costs of
labor and material.

In rate proceedings involving investor-owned utilities, the Commission
stressed that it "insists and will continue to insist, upon the most
rigorous control of sales promotion (including advertising) expenses."
In cutting back allowable sales expense, it was particularly mentioned
in regard to electric and gas rates, that "Utility managements must rec-
ognize (as many have) that load-building activities are peculiarly in-
appropriate where energy in almost every form is in short supply."

So-called "lobbying expense" is not to be included in utility operating
expenses according to a December 3, 1971 order amending Uniform Systems
of Accounts for Classes A, B, C, and D electric, gas, telephone, and
water utilities, to provide that "non-operating, other income charges"
include all expenses, including payroll, materials and travel, as well
as advertising in previous interpretation of the systems of accounts,
for the purpose of

(a) Influencing public opinion with respect to the election or
appointment of public officials, or the adoption, repeal,
revocation or modification of referenda, legislation or
ordinances.

(b) Obtaining approval, modification or revocation of franchises.



(¢) Influencing the decisions of public officials not including
such expenditures which are directly related to appearances
before regulatory or other governmental bodies in connection
with the utility's existing or proposed operations.

The Commission is required to prescribe uniform systems of accounts to be
used by public utilities in maintaining their financial records. The
Commission has utilized, with modifications, uniform systems of accounts
for electric, gas and water utilities as adopted by the National Associa-
tion of Regulatory Utility Commissioners. The Commission, through this
organization, actively participated in studies during the biennium to
revise the electric, gas, and water utility System of Accounts in view of
changing conditions. This work culminated in orders of June 18, 1973,
adopting revised systems of accounts for privately owned electric and gas
utilities. Consideration has been given to changes necessary to accommo-
date the introduction of nuclear-fueled steam generating plants.

Formal investigations (generally performed at five-to-ten-year intervals)
of depreciation rates for each Class A and B electric, gas, and water
utility were continued in the biennium. Formal reviews of depreciation
rates for Class A and B telephone utilities (usually performed at three-
to-five-year intervals) were conducted for various utilities during the
biennium. Depreciation rates of smaller utilities are continuously re-
viewed in connection with audits of annual utility reports and as chang-
ing conditions indicate the need for revised annual depreciation rates.

Utility Rates - Rate Design

In some of the dockets involving the rates of major utilities, the first
phase was concerned with establishing the overall revenue requirement of
the utility, while the second phase and supplemental order authorized
specific rates for various classes of service.

For example, a November 21, 1972 order authorized an overall revenue
increase for Wisconsin Telephone Company. A March 20, 1973 order estab-
lished rates for a broad range of telephone services, price levels for
many of which had not been changed since they were first offered. The
revised rates, based on extensive staff study, have a reasonable rela-
tionship to each other and to the cost and wvalue of the particular ser-
vice. - Measured service, offered at three more exchanges, represents a
saving to customers whose telephone usage falls within the maximum number
of calls on which the lower billing is based. (2-U-7278)

Most telephone exchanges offering Tel-A-Visit service have discontinued
the flat rate for unlimited statewide calling within specified time
periods and now apply a much lower monthly charge (making the service
economically available to more subscribers) with added "usage sensitive"
rates over a minimum calling time, resulting in charges more closely
related to the use of the service.
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This biennium saw the introduction of a seasonal differential in electric
rates, with higher rates for summer use of power (July-October, inclusive)
to coincide with the peak demand imposed oprimarily by air-conditioning
and costs associated with plant investment for said peak demand. The
higher summer rates apply to the larger usage blocks in the rate schedules
of two electric utilities. (2-U-7536 - Wisconsin Public Service Corpora-
tion and 2-U-~7131 - Wisconsin Electric Power Company)

There are instances of a smaller percentage of an electric rate increase
applying to customers using a limited amount of electricity than to high
volume users; of a gas rate increase proportionately less for residential
than for commercial, industrial, and interruptible customers:; and of a
higher gas rate increase for interruptible than for firm use.

As a general rule, when rates for gas utility service are increased, the
new rates include the current purchased gas adjustment (the amount
reflecting the increase in wholesale rates paid pipeline suppliers, based
on wholesale rates as of a stated date). Purchased gas adjustments in
the amount of $31,991,256 were added to Wisconsin gas customers' retail
bills in the 1971-73 biennium. In the event that rates or purchased gas
adjustment clauses are based on wholesale rates authorized by the Federal
Power Commission which are revised downward by a later, final order of the
FPC, proportionately lower rates or refunds are automatically granted
Wisconsin retail gas customers. The average cost per therm to Wisconsin
utilities for pipeline gas rose from 3.96¢ per therm in 1968 to L4.25¢ in
1970 and 5.5¢ in 1972,

During the 1971-73 biennium, thirty Wisconsin electric utilities, some

of which already had cost-of-fuel adjustment clilauses in their industrial
and commercial schedules, were granted authority to introduce cost-of-fuel
adjustments into all rate schedules, including residential schedules.

An October 5, 1972 interim, emergency order increasing gas and electric
rates of Madison Gas and Electric Company was followed by a February 13,
1973 order authorizing final gas rates but prescribing electric rates
subject to a final order following further hearings as to rate design.
(2-U~Th23)

Also continuing into the next biennium is an investigation instituted by
the Commission on its own motion to ascertain whether, in the light of
existing conditions, present Wisconsin Administrative Code rules are
appropriate and reasonable as they relate to cash deposits by 2 utility
customer; the furnishing of a written contract to guarantee payment for
utility service; and refusal of service; or the disconnection of utility
service for nonpayment of a bill. Net and gross billing practices of
utilities will also be investigated in the same proceeding, the initial
hearing in which was held July 3, 1973. (2-U-T7720)
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DUMMAKY O PBC KATHE AULLUN

Biennium

July 1, 1971-June 30, 1973

Formal Cases in
Which a Specific Dollar

Formal Cases
in Which no

Amount is Requested Specific Amt. Total Dollar Total Cust.
by Applicant is Requested Effect of Affected by Total
Amount Amount and Informal Rate Action Commission Rate
Utility Type Requested Authorized Action (Cols. 2 + 3) Rate Action¥* Action*
Electric
Privately Owned $ 80,380,002 $ 67,521,049%% $ - $ 67,521,049 2,139,117 11
Municipally Owned 189,447 198,566 1,749,582 1,948,148 116,868 54
Total $ 80,569,449 $ 67,719,615 $1,749,582 $ 69,469,197 2,255,985 65
$ 10,721,333 (Fuel Clause
Gas Adjustment)
Privately Owned $ 24,814,860 $ 14,176,082 $ - $ 14,176,082 890, 500% 8
Municipally Owned - - - - - -
Total $ 24,814,860 $ 14,176,082 $ - $ 14,176,082 890,500 8
$ 34,991,256 (Purchase Gas
Adjustment
Water ; Clause)
Privately Owned $ 366,000 $ 251,148 $ 128,907 $ 380,055 23,918 2
Municipally Owned 3:099,530 1,993,018 3,421,091 5,414,109 411,136 107
Total $ 3,465,530 $ 2,244,166 $3,549,998 $ 5,794,164 435,054 109
Sewer :
(Under PSC Jurisdiction) $ - $ - $ 528,753 $ 528,753 25,078 25
Telephone (All Private) $ 56,347,145 $ 39,084,780 $ 237,932 $ 39,322,712 1,391,346 51
$ (601,416) (Tel. EAS
Savings)
Grand Total $165,196,98L4 $123,224,643 $6, 066,265 $129,290, 908 4,997,963 258

¥ TInterim order and final order counted as one order; customer count refers to totals for each proceeding.
¥¥%¥ Tncludes one steam heating rate increase - $1,286,080 — 676 customers.
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UTTILITIES

Biennial Workload

1971-2 1972~3

Formal cases opened 393 Lot
Hearings held 301 325
Orders issued 423 533
Informal cases processed 1,738 1,849
Field investigations

(Engineering) 538 52k
Standards Laboratory tests 817 603

Envircnmental Review -- Wisconsin Environmental Policy Act

The Wisconsin Environmental Policy Act (WEPA) (Chapter 27Lk, Wisconsin Laws
of 1971) became effective on April 29, 1972. To comply with the new stat-
utory requirements, a comprehensive review procedure has been developed by
the Public Service Commission.

Environmental worksheets are being developed to provide consistent and
adequate screening of individual utility projects to determine whether a
detailed environmental impact statement should be prepared. Formal and
informal channels of communication with local, regional, and state agen-
cies are being strengthened, while for proJjects, such as major electric
generating facilities, involving more than one state agency, a coopera-
tive state agency approach is being formulated for the enviromnmental review.

Direct involvement of the general public in the review procedure is required
in determining the effects of proposed projects on the human enviromment.

To encourage meaningful public participation, drafts of environmental

impact statements are being filed in public libraries, and announcement
sheets which include a summarized description of the project and a summary
of the review procedure are given wide public circulation. A public meet-
ing format is being planned for future use to supplement the more formal
public hearing and to further increase public accessibility to the review
procedure.
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One of the problems encountered is timely review of proposed utility
construction which, when it involves broad environmental and social
considerations, must be reviewed during the preliminary planning stage
as well as after the major portion of the design has been completed.

System Planning Review. On February 8, 1973, the Commission issued
notice of a series of energy hearings to provide long-range planning
information and to develop a broad range of technical data from which
decisions can be derived and policies developed which will enable Wis-
consin to meet present and future energy requirements in an optimal
manner. Through its regulation of electric and gas utilities, the
Public Service Commission is the key state agency in the development
of a state energy policy. Initial hearings were held July 16 through
July 20, 1973 in Docket 2-U-7643. Basic information being compiled
includes:

(1) The nature of the energy supply in Wisconsin, including an
estimate of future demands and alternative forms of energy
and the areas where shortages are likely;

(2) projected availability and cost of different types of
energy;

(3) technical alternatives available now or predicted at some
future date, and the economic and environmental impacts
of these various alternatives; and ‘

(4) effects of existing and projected safety and environmental
standards.
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ELECTRIC UTILITTIES

Obviously, statistics such as shown below will show ever-rising use of
electricitiy, but the crucial use is the peak demand which must be met
by supply potential on those unpredictable hot days when the air-con-
ditioning load is added to already high demand; however, because of the
growing shortage of fossil fuels used to generate electricity, the over-
all importance of conserving energy has become as critical as the prob-
lem of meeting peak demands.

Total kilowatt-hours (millions) Average Annual Kilowatt-hours
generated annually by Sold each Wisconsin residential

Wisconsin electric utilities customer

1968 teeiiie i 21,634 1968 i 5,666

1970 v eeeeeeteseeennnns 24,348 1970 viiieiei i veeerenn. 6,248

1972 it e e 26,741 1972 tteiiiiieeeanenanns 6,693

It is also apparent that figures representing additional capacity and
plant will steadily advance, but the figures cannot indicate the years
of long-range planning and construction preceding the finally available
energy, or the delays due to license and permit requirements of govern-
mental agencies at all levels. (The fossil-fueled electric generating
plant near Portage, Columbia County, authorized by the Public Service
Commission on May 21, 1970, will, according to plans, be in service in
the spring of 1975, though there is one Department of Natural Resources
permit still not granted. This may delay the availability of the plant.)

Generating plant capacity (kilo- Gross Value of Wisconsin

watts) of Wisconsin Electric Utility Plant
Electric Utilities in Service

000's

1968 iiiiiiina 4,818,045 1968 .oviinnnn. $1,612,763

1970 v eeiinin e, 5,192,997 1970 cvvenn i 1,926,640

1972 vieeienieannnn 6,470,460 1072 vevineeennn 2,216,604

There were no major interruptions of a regional nature affecting Wisconsin
electric service during the biennium. There were, however, five occasions
when one or more utilities perforce instituted voltage reductions and ap-
peals for voluntary conservation of power in order to meet higher than
normal peak loads, or periods when generating capacity was deficient be-
cause of forced outages. Primarily because of delay in construction and
availability of new generation, there are increasingly frequent situations
where generating reserves are below normal but not such as to require
action to reduce load.
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In February of 1972, in connection with a similar request by the Federal
Power Commission, the Public Service Commission required that major elec-
tric utilities submit a copy of their emergency contingency plans to re-
duce or curtail load on their systems in the event of power supply short-
ages. These plans have been reviewed by the staff and, after inclusion
of some suggested revisions, accepted for filing and reference.

Wisconsin electric utilities continue to plan and construct facilities to
meet mounting demand. During the biennium, the Commission issued 53
Certificates of Authority for electric utility plant estimated to cost
$13L,440,061. There were also 9 Supplemental or Amending Orders taking
into account a total $2,918,616 increase over cost estimates of previous-
ly certificated plant.

At the end of the previous biennium (June 30, 1971), 594 miles of extra
high voltage (EHV) line was in service; at the end of 1972, approximately
053 miles. EHV line, and some other transmission projects, depending on
their size, length and location, involve environmental impact review and
many hours of public hearing. As an example of long-range planning, there
is among the pending applications, the proposal of two of the utilities
participating in the construction of the Columbia Generating Station to
construct 110 miles of EHV, 345_kKV transmission line out of the as yet
uncompleted plant.

The Commission on September 29, 1971 terminated an inquiry and investiga-
tion petitioned for by the Wisconsin Attorney General, being satisfied
that the three utilities constructing the Columbia plant were in compli-
ance with the intent of the permit requirements contained in the condi-
tions of the certificate authorizing the plant. (2-U-7268)

The Commission also terminated an investigation requested by formal com-
plaint of Wisconsin Environmental Decade, Inc., which contended that
equipment installed for future use by a second unit at the site of the
Columbia generating plant was beyond the scope of the May 1970 Certifi-
cate authorizing the plant. The order issued July 30, 1973 fafter the
close of the biennium) noted that the utility states that the pipe con-
structed to discharge water from a second unit is according to prudent
engineering and utility planning of a project as originally represented
to the Commission. Findings of Fact in the 1970 Certificate and Order
include, "The plant itself will be constructed to permit a second unit
to be added at a later date.”" (2-U-7756)

Wisconsin Environmental Decade, Inc., is also a party in pending Dane
County Circuit Court cases contesting:

The Commission's February 21, 1973 Order granting in part Wisconsin
Power and Light Company's application for increased electric, gas,
and water rates. (2-U-7395)

The Commission's determination that an Environmental Impact Statement

is not required inthe order granting Wisconsin Electric Power Company

a make-whole rate increase by Order of March 16, 1973. The Commission
holds that the direct effect of said Order was economic rather than
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environmental and that any Environmental Impact Statement in that
proceeding would be purely speculative and more appropriate to a
proceeding concerned with a Certificate authorizing plant construc-
tion. (2-U-7131)

The Commission's May 15, 1973 Order authorizing Wisconsin Electric
Power Company and Wisconsin Michigan Power Company (affiliated co-
owners of the $155,000,000 Point Beach Nuclear Plant) to impose a
1.35% surcharge on retail electric rates if the AEC restrictions on
operation of the plant's Unit No. 1 are not removed by July 1, 1973.
Based exclusively on the operation of Unit No. 1 at 75% of full
power under AEC restrictions effective since March 5, 1973, the sur-
charge did not go into effect because the AEC, having concluded its
fuel densification studies, authorized operation of Unit No. 1 at
100% of rated power.

Explaining that rates for the two utilities had been based on operation of
the Point Beach plant at 100% of full power, the Commission stated

To require applicants...to indefinitely absorb all the
necessary costs of delay for regulatory reasons in operat-
ing the inveolved facilities at full capacity would be
unreasonable and unjust and would substantially and ad-
versely affect the availability of capital for the financ-
ing of electric generating facilities in Wisconsin. If,
in the event such a requirement were imposed and capital
were available at all, its availability would involve
risks far exceeding those ordinarily associated with the
business of furnishing electric utility service. These
risks in turn might carry with them drastically increased
costs of capital and thus would inflict an increased fi-
nancial burden upon electric rate payers far into the future.
(2-U-7608 and 2-U-7609)

The larger Wisconsin electric utilities are participating in the 10-year
nationwide program to develop nuclear-fueled breeder reactors to conserve
and extend fuel resources and reduce long-term fuel costs. Their contri-
butions to the research and development program are considered expenditures
properly included in the cost of service to thelr customers.

Public announcements have been made for two large nuclear power plants to
commence operation in the early 1980's. In one case, the Commission has
received a preliminary application for authority to construct the plant
and has held an initial hearing for informational purposes only. (CA-S5LLT)
No formal application for certification of the other plant has been re~
ceived, but some preliminary envirommental information has been submitted
to the Commission. Approval by the Public Service Commission, as well as
the Atomic Energy Commission, is reguired before construction can begin.

In meeting the critical power supply problems, there has been a dramatic
increase in nuclear power capacity. At the end of 1971, hydroelectric
capacity amounted to 6% of total generating capacity; fossil-fired capa-
city, 86%; and nuclear capacity, 8%. At the end of 1973, assuming the
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Kewaunee nuclear generating plant is in operation, hydroelectric capacity
will amount to about 5% of the total generating capacity; fossil-fired
capacity to 75%; and nuclear capacity to about 20%.

After numerous delays, Wisconsin Public Service Carporation, Wisconsin
Power and Light Company and Madison Gas and Electric Company have now
scheduled their Kewaunee Nuclear Power Plant to go into service in Decem-
ber 1973. Construction of the plant, certificated by the Public Service
Commission April 9, 1969, is essentially complete and various pre-opera-
tional testing is in process. Under a negotiated agreement with inter-
venors and concurrence of the AEC, the plant can go into service at power
levels not to exceed 75% of full power. Further AEC action, including
probable additional hearings on environmental contentions of intervenors,
will have to be disposed of prior to issuance of a full power license.

In meeting air pollution standards of the Department of Natural Resources,
electrostatic precipitators have been or are being installed. A Septem-
ber 19, 1972 Certificate of Authority authorized a $4,8L0,000 project to
upgrade five fossil-fueled generating units from 92% to 97% flyash collec~
tion efficiency. In view of relatively low power margins, it is important
that the project be scheduled from October 1973 to May 1975 so that the
modification of each plant will coincide with the period when the unit
would normally be out of service for routine maintenance. (CA-5372)

Envirommental standards, in some cases combined with the shortage of
natural gas, were met during the biennium by four Wisconsin electric
utilities converting generating plant from coal (or coal and natural gas)
to natural gas or oil dual-fuel operation. In view of shortages and pri-
orities in end use, natural gas 1s declining in use as a fuel for electric
generation.

With one exception where Canadian crude oil is supplied by pipeline, the
o0il used 1s No. 2 fuel oil which, at the present time, costs on the average
approximately twice as much as coal on an equivalent Btu basis. Further-
more, utilities currently have problems in contracting for fuel oil sup-
plies even on a short-term basis. In their long-range plans covering the
next 10 years, Wisconsin electric utilities propose the addition of approx-
imately 40 more combustion turbine generating units utilizing oil, although
there 1s a serious question as to the availability of such fuel.

The biennium's Certificates of Authority included a number of installations
associated with interconnections, at various voltages, between the systems
of Wisconsin electric utilities, between utilities and Dairyland Power
Cooperative, and one between Wisconsin Electric Power Company and Common-
wealth Edison Company (Chicago).

Of the various types of formal and informal power pools, some deal primar-
ily with day-to-day interconnected operations under normal and abnormal
system conditions. The Wisconsin Power Pool, consisting of Madison Gas
and Electric Company, Wisconsin Public Service Corporation, and Wisconsin
Power and Light, is an example of a formal pool whose three member utilit-
ies coordinate the planning and operation of their bulk power facilities
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to achieve greater economy and reliability in accordance with a contrac-
tual agreement establishing each member's responsibilities. The pool
members have jolned in constructing and owning several major generating
stations.

As an example of an informal power pool, Wisconsin Upper Michigan Systems
(WUMS), five Wisconsin electric utilities and Upper Peninsula Power
Company in Michigan, coordinate planning of major generating and trans-
mission facilities, but no member is formally or contractually obligated
to take any course of action or provide any kind of service to other
members. Individual utilities do, however, frequently make contractual
agreements with neighboring utilities for purchase and sale of capacity
and energy.

Interconnection of the facilities of major electric utilities is in fur-
therance of the federal power policy with the primary goal of improving

the adequacy and reliability of bulk power supply on a national basis.
Wisconsin utilities belong either to the Mid-America Interpool Network
(MATN) or the Mid-Continent Area Reliability Coordination Agreement (MARCA).
Rearly all MARCA members belong also to the Mid-Continent Area Power
Planners (MAPP) which recently became a formal power pool.

As 1n the previous biennium, there were a number of right-to-serve disputes.
The issue in such proceedings is the application of section 196.495(1),

Wis. Stats., (Anti-Duplication Law) which in substance prohibits extension
of electric service under circumstances stated in the statute, to the
premises of a person already receiving electric service directly or indi-
rectly from a cooperative or utility.

Rulings made in the previous biennium (DR-L2 and DR-43--July 29, 1969) ruled
that Wisconsin Power and Light Company (WPL) was "entitled to continue" and
Madison Gas and Electric Company (MG&E) was "precluded...from extending"
service to the West Towne Shopping Center in an area annexed to the city

of Madison. According to the decision of the Supreme Court of Wisconsin
which remanded the case for further Commission proceedings consistent with
its opinion (51 Wis. 24 718), the question before the Public Service Com~
mission is not who is precluded from serving, but who should serve.

Finding no appreciable difference in the nature, quality, or cost of the

service, whichever utility provides service, and giving consideration to

other factors suggested by the Court, the Commission, in its November 16,
1972 Ruling on remand from the Court, stated that "the utility (WPL) long
holding itself out to serve the area should...continue to serve this new

and expanded use of the land involved."

In the discussion portion of the 1972 Ruling, the Commission further stated
that "we have long since arrived at the time when the need for balanced
urban and regional planning is essential...there should be more to utility
planning than merely following the random, politically determined, helter-
skelter expansion of Madison's city limits."
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On January 26, 1973, MG&E, contesting the November 1972 Ruling on remand,
served a petition for review in Circuit Court for Dane County.

Four other rulings, issued in right-to-serve disputes during the biennium,
specified the electric utility or cooperative having the right to extend
service under section 196.405, Wis. Stats.

Numerous changes in the Wisconsin Electrical Code, which is administered
by the Public Service Commission and the Department of Industry, Labor
and Human Relations, were adopted to become effective May 1, 1972.

GAS UTILITIES

During the biennium, the natural gas shortage increasingly affected Wiscon-
sin gas utilities in varying degrees according to the supply problems of the
pipeline supplier involved.

Four pipeline companies supply natural gas to Wisconsin gas distribution
facilities.

Michigan Wisconsin Pipe Line Company, which for the calendar year 1972
supplied 88.6% of the gas purchased by Wisconsin utilities, exhibits
the best supply situation. Through purchases of additional gas in its
supply areas and by the development of storage facilities, it has been
able to increase the maximum-day gas available, though not the annual
quantities of gas.

Northern Natural Gas Company, supplying 8% of total gas purchased,
has been unable to expand its supply capability except for a very
limited extent as to winter period service.

Midwestern Gas Transmission Company, totally dependent on Canadian
supply, did not increase its capability during the biennium.

Natural Gas Pipeline Company of America serves only one Wisconsin
utility which, while unable to secure additional gas for expansion,
has not been affected by curtailments imposed on larger customers on
the pipeline.

Lake Superior District Power Company purchases gas from Northern Natural

Gas Company for retail gas service and as fuel for a turbine electric gen-
erator. By installing and operating oil-burning standby equipment, all or
part of the 6,995 Mcf of natural gas used for power generation is available
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to supply daily peak winter requirements of its natural gas customers.
Thus, though the supplier cannot offer additional contract demand gas,
the utility increased its peak day delivery capability and avoided im-
posing gas service restrictions. (CA-5266--October 25, 1971)

However, two Orders issued in proceedings instituted in the 1971-73 bi-
ennium authorized priority-of-service programs for natural gas service,
with priority categories based on end-use as well as volumetric limita-
tions. 1In each case, the utility's lowest priority in allotting avail-
able gas includes use of gas as a boiler fuel, as in the case of power

generation. (2-U-76L40 and 2-U-7181)

The Commission, during the biennium, issued orders authorizing restric-
tions (or changes in restrictions) on the offering of new service by
seven gas distribution utilities, with an application from an eighth
company pending final order at the end of the biennium. These orders
require that the utilities periodically report to the Commission as to
their gas supply problems. Sometimes preceded by an emergency interim
order, in no case is a final order authorizing curtailment of service
issued until after public hearing has been held.

Curtailment of service is by the utility's refusal to accept new or ad-
ditional lcads usually identified by specific Mef limitations according
to the supply situation. The curtailment of service is designed to "make
the maximum amount of gas available to the maximum number of future cus-
tomers," with first consideration being given to house heating.

Even after denying gas utility service to gEXA(including residential) new
customer or for any additional load to an existing customer in an area
where the supplier was Northern Natural Gas Company, it was necessary for
Wisconsin Power and Light Company to reconstruct its propane-air, peak-
shaving plant at Platteville in order to stay within its contract with the
supplier. In the service area where Michigan Wisconsin Pipe Line Company
is the supplier, the utility, while reducing the availability of new gas,
is able to offer service to new customers depending on their volumetric
load.

An August 10, 1971 Order authorized Madison Gas and Electric Company, rather
than Wisconsin Power and Light Company, to offer service in the town of
Roxbury, Dane County. Madison Gas and Electric, whose sole supplier is
Michigan Wisconsin, was not imposing any restrictions on the offering of
new service. (CA-5188 and CA-5198)

By Order of May 9, 1973, the Commission declared void the certificate of
Wisconsin Michigan Power Company (another utility customer of Michigan
Wisconsin) to provide natural gas service in the village of Niagara and

the town of Pembine, Marinette County. Recent rulings of the Federal Power
Commission, precipitated by the growing severity of the gas supply situation,
and correspondence with the supplier, indicated that the utility would be
unable to supply gas to this new service area. (CA-5153)
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In some instances, however, restrictions on sale of gas were relaxed as
when propane-air, peak-shaving plant was constructed or enlarged, or
when the pipeline supplier made available storage gas for peak-day winter
use.

The 19 Certificates of Authority issued to gas utilities during the bien-
nium authorized construction of plant, including propane-air, peak shav-~
ing plant, estimated to cost $2,082,766. Three certificates were revised
in view of estimated costs being increased a total of $85,047. When the
plant authorized consists of main and other facilities to extend service
into a new area, the cost estimate may include construction through the
third or fifth year of operation in that area. The gross value of gas
utility plant in service in Wisconsin advanced from $586,220,000 in 1970
to $648,355,000 in 1972, while the total therms of gas sold increased
from 3,240 million therms in 1970 to 3,784 million therms (including
1,478 million therms of interruptible gas) in 1972.

Most gas utilities now curtail service to interruptible industrial custo-
mers more frequently than formerly. Volumetric restrictions imposed on
availability of new service include prohibiting an existing larger volume
interruptible customer from changing to a firm customer.

By letter dated January 12, 1973 and sent to all Wisconsin gas utilities,
the Public Service Commission recommended action to assure a continuing
supply of fuel to interruptible customers which are "public interest fa-
cilities" such as hospitals, nursing homes, police, fire and similar pub-
lic service operations. As the letter points out, when "customers origi-
nally made their decision to be an interruptible customer, there was no
question as to the availability of an alternate fuel. This is not the
case now and there is no apparent immediate solution to the alternate
fuel shortage."

The letter continues, "Because of the nature of these 'public interest'
customers, it is apparent they cannot be allowed to go without sufficient
fuel supplies for their heating plants. If they are unable to obtain
alternate supplies of fuels during periods of interruption, the utility
may be required to supply these facilities with utility gas. It is our
position that this should only be allowed in extreme emergencies when al-
ternate fuels cannot be obtained."

The Commission adopted all the current rules (Minimum Safety Standards) of
the Federal Department of Transportation, Office of Pipeline Safety, as
Wisconsin Administrative Code rules in section PSC 135.09, effective March
1, 1973. The Public Service Commission submitted applications and was
granted certificates under section 5a of the National Gas Pipeline Safety
Act of 1968. Under this certificate arrangement, the Commission continues
to enforce gas safety standards on gas utilities operating within Wisconsin.
In addition, the Commission has entered into an agreement with the Office
of Pipeline Safety for the share of costs relating to federal and state
gas pipeline safety programs in the state. During the biennium, the Com-~
mission received $41,621 in federal assistance in carrying out its gas
pipeline safety program.
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TELEPHODNGE UTILITIES

In the July 1, 1971-June 30, 1973 period there was significant progress
in upgrading of telephone service. According to section PSC 165.062,
Wisconsin Administrative Code, effective November 1, 1968, the Public
Service Commission requires that, unless otherwise approved by the Com-
mission, no more than four main stations shall be connected to any one
circuit, and circuits now serving more than four customers shall be cut
back to four by January 1, 197k,

In this and the previous biennium, the Commission has maintained a very
close check on telephone engineering plans and construction to meet the
January 1974 deadline. Progress has been excellent. Of the 119 tele-
phone utilities in Wisconsin

85 are either now in compliance or authorized con-
struction projects are under way.

14 have firm plans or stated commitments to comply.

10 have been granted an extension or waiver of the
requirement, but not beyond the end of 1975.

5 have requested, but have not yet been granted an
extension of time.

5 do not have definite plans.

The utilities without definite plans or requesting extensions of time have
experlenced difficulties in obtaining the necessary financing. The Commis-
sion is working closely with these companies to make certain that they are
diligently pursuing the procurement of financing and developing suitable
engineering plans for upgrading service.

The trend toward exclusively one-party service continued in this biennium.
As of June 30, 1973, 61 telephone utilities offered all one-party service
in 101 exchanges (at the end of the previous biennium, the report was L0
utilities offering such service in 57 exchanges). In this biennium, there
were 28 Certificates authorizing conversion of telephone exchanges to ex-
clusively one-party service. Conversion has been authorized but not com-
pleted in 48 exchanges, while conversion of 54 more exchanges is in the
early planning stages previous to application to the Commission.

Where exclusively one-party service is not offered in urban areas,
there is a continuing trend to discontinue four-party service. With
the few people desiring such service scattered at random and distant
locations, maintaining line fill represents transmission difficulties
such that frequently no more than one or two parties can be placed on
a four-party line. This results in the discriminatory application of
the lower four-party rate to one- or two-party service.
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Where exclusively one~party service is not offered in rural areas,
service is freguently on a zone basis, with rates for one- or two-
party service varying according to the distance from the rate base
area, and a uniform rate for four-party rural service.

Upgraded and additional service, together with preparation to meet future
demands, involve the expenditure of millions of dollars for construction
of telephone utility plant. In addition to the biennium's 50 authoriza-
tions of construction or purchase of plant involving estimated costs of
$36,324,061, other plant additions costing $2,776,944 were handled in in-
formal dockets. In lieu of filing information on a separate project basis,
a telephone utility may submit a list of projects to be started in a 12-
month period. The Commission approved facilities grouped in utilities'
calendar-year budgets totaling $72,280,332 and $78,8L6,094 for 1972 and
1973, respectively. Under these three procedures, cost estimates total
$190,227,h31 for plant construction approved by the Commission. The gross
value of telephone utility plant in service in Wisconsin has risen from
$1,148,883,000 in 1970 to $1,418,183,000 in 1972, an increase of $269,
300, 000.

Two large Traffic Service Position Systems (TSPS) being installed in the
state allow for the concentration in one location of operator services for
several exchanges, thus promoting efficiency and economy. The two largest
telephone utilities have installed a number of Electronic Switching Systems
(ESS) or Electronic Automatic Exchanges (EAX), while several independent
telephone companiesg are locking to common control and electronic features
to provide the service required by their subscribers.

Some of the additional plant was ordered by the Commission in the 18 dock-
ets opened in the biennium either on the Commission's own motion or as the
result of petitions complaining of service. The orders required the 13
companies involved to improve or upgrade service and to submit progress
reports as well as a review of service indices monitoring the level of im-
provement.

The Public Service Commission has instituted new procedures identifying
complaints according to major companies or groups of companies in addition
to categorizing complaints by types:

1. application for service (initial regrade, relocation,
or special equipment);

2. party-line difficulties;

3. direct service problems (outages, noise, transmission
and inadequate circuit quantities);

h, indirect service problems (slow repair service, opera-—
tor answer time and courtesy, and customer-owned
equipment );
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5. damage and safety (environmental aspects, public
safety, easements, and property damage); and

6. miscellaneous (nuisance and obscene calls, and
general rate problems.)

In addition to closely observing exchanges involved in complaints, the
Commission, to monitor service levels in general, reguires 313 of the
600 exchanges in the state to submit their customer trouble indices on

a regular monthly basis. By these procedures, the Commission identifies
potential trouble spots and possible areas needing the utilities'! close
attention.

Proceedings in accordance with Chapter 227, Wis. Stats., were instigated

by the Commission to amend or create rules relating to telephone answer-

ing time objectives and the removal of plant no longer used or useful for
telephone service (Wis. Adm. Code sections PSC 165.083 and PSC 162.08).

By Order of July 10, 1972. the Commission denied the petition of Dane County
Board of Supervisors for county-wide extended-area telephone service in

Dane County, but, on its own motion, instituted proceedings with regard

to establishment of extended-area service between

. Mazomanie and Madison Lake Mills and Madison
Cambridge and Madison Marshall and Sun Prairie

At the time of the Order, Black Earth-Madison extended-area service had
been ordered but not yet installed. Such service was then available at
66 of the possible 690 exchange-to-exchange points involving nine tele-
phone companies and 28 exchanges with service areas in Dane County.

If authorized, the county-wide service petitioned for would have resulted

in higher rates to cover the increased annual costs and construction asso-
ciated with the service. The few customers with large toll use would have
benefited in most cases at the expense of the majority having little need

or use for such service, whereas under foreign exchange or toll arrange-
ments, customers pay for the service they use. The Commission noted that

it "would be remiss in its obligation to the public if it did not attempt

to control expenses which enable a few to benefit at the expense of others."
(2-U-T7210)

In another proceeding in which the Commission denied extended-area service,
increased expenses, including carrying charges on additional investment,
plus loss of toll revenue, would have amounted to $1.76, $.85, and $.91
for each customer of the three exchanges involved; however, under the
telephone company's band rates based on calling area, the monthly rate
increase would have been from 30 to 50 cents for residence and $1.00 to
$1.25 for business telephones. Discussing requests for extended-area
service, the order stated

...There has been no case [of extended-area service]
of which we are aware where the revenue obtained

from a banded _rate structure covers the expense and
[toll revenue] loss in total....
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Extended-area service is frequently called 'toll-free'
service; and this is a gross misnomer. It costs money to
provide a telephone service, and all calls must be paid
for in some manner....the banded rate system in use in
Wisconsin would result in spreading these costs to all
customers of the General Telephone Company. Thus, cus-
tomers with no connection to the city of Kiel--customers
to whom Kiel's additional calling benefits could in no
way accrue--would be paying for the Kiel service improve-
ments.

It is for reasons such as these that we must look
beyond the local opinion surveys in order to make the
difficult decisions imposed by laws which delegate to
this Commission the responsibility for safeguarding and
balancing the overall interests of the public. (2-U-7L98)

WATER UTILITIES

In the July 1, 1971-~June 30, 1973 biennium, the Public Service Commission
issued 95 Certificates of Authority to Wisconsin water or water-and-sewer
utilities authorizing plant estimated to cost $30,908,429, and 38 Supple-
mentary or Amended Certificates reflecting a total $1,87L4,832 increase in
cost estimates of facilities previously certificated. In addition to Cer-
tificates of Authority, there were 149 letter authorizations approving
expenditures totaling $12,187,886 chiefly for water mains. Only a portion
of the plant authorized in the biennium is included in the over $51 million
advance in the gross plant value of Wisconsin water utilities from $531,
611,000 in 1970 to $583,25L4,000 in 1972.

Extension of water utility plant, usually municipally owned and operated,
into newly annexed, developing, or outlying areas involves construction of
main and other facilities at today's inflated prices as well as the addi-
tional operation of extended plant. There are other problems associated
with specific service extensions.

In providing service to an industrial customer in a newly annexed industrial
park area, the Rhinelander water utility found that the most economically
prudent route for the new lb-inch main was in streets in the adjacent town
of Pelican. Residents of Pelican objecting to the installation, the autho-
rization of the project was subject to section 196.58, Wis. Stats. The
Commission set $10,000 as the amount of any performance bond which might

be required as to the restoration of the "land, on or in which such instal-
lation has been made, to the same condition as it existed prior to the time
of making the installation."” (CA-5288)
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In another proceeding, the Commission, on October 9, 1972, ordered that a
customer contribution of at least $12,347 be levied before construction
was begun on a pressure booster station and some larger than normal main
primarily for the special fire-protection requirements of an industrial
customer in a newly developing industrial park.

A January 17, 1973 Amending Order decreased the estimated cost of the
project from $80,559 to $73,059, and a contribution of $16,000 was named,
based on an agreement with the customer who will install, own, and operate
the booster station in order to take advantage of lower insurance rates.
As in the original order, provision was made for review of and possible
sharing of the customer contribution, should a new industry in the indus-
trial park apply for similar high-capacity fire-protection service within
10 years. (CA-5387)

An October 20, 1972 Order authorizes the Milwaukee water utility to furnish
retail water service to a condominium development in the city of Franklin.
To avoid abrupt termination of service and consequernt hardship to then
owners and occupants, the Commission adds the provision that service shall
not be terminated at the end of the 30-year agreement unless and until the
Commission shall so authorize. Said condition is not intended to enlarge
Milwaukee's obligation of service.

The service authorized is for a specified area in the city of Franklin,
limited to that in which the College Park Condominium, Inc., 1s being
developed. The proposed service will be available from a main in a
boundary street between the city of Franklin, which has no water utility,
and the city of Greenfield wherein Milwaukee serves on a retail basis,
rates for which will apply to the condominium.

The owner of the condominium development will construct and retain owner-
ship of the water distribution facilities involved. The only facilities

to be provided by Milwaukee will be a service connection costing approxi-
mately $1,000. (CA-5383)

Various problems are encountered in service beyond city limits. In order-
ing service to premises outside the city but abutting a boundary street,
the Commission concluded that Combined Locks water utility's contract with
its wholesale supplier, by which it is forbidden to further extend service
beyond corporate limits, does not relieve the utility of its obligation to
serve property near lots outside the city, now being served. The utility
had never filed an ordinance delineating the limits of service in unincor-
porated areas. (2-U-TL35) The issue was resolved upon stipulation of the
parties after the area involved was annexed by another municipality (Kim-
berly, whose water utility was the wholesale supplier).

The issue in another dispute was whether the Hurley water utility or its
customers in the adjoining town of Carey should bear the cost of mainte-
nance and repair of main constructed by a mining company. Finding it a
non-delegable obligation of a water utility to bring its product to the
premises of a customer, the Commission ordered the filing of a utility
rule acknowledging responsibility for facilities serving customers.
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"A utility," said the Commission, "cannot free itself from the obligation
of repairing, maintaining, and replacing the same[facilitieé]on the ground
that it did not install and does not own the same." (2-U-7262)

After public hearings (the first was held July 14, 1970), conferences, and
extensive studies on updating standards for water utility service, the
Commission promulgated new rules in recreated Wis. Adm. Code Chapter PSC
185, effective June 1, 1972. The new rules establish specific requirements
as to plant and operation, tests and records, as well as specifying deposit
and billing procedures for both private and municipal water utilities.

By Order of January 12, 1972 the .Commission denied the Milwaukee water
utility's request to discontinue its present $10 per ton surcharge on non-
conservant air-conditioning facilities and to impose a $20-per-ton surcharge
applicable only to nonconservant facilities installed in buildings for
which construction is commenced on or after August 1, 1971. The utility
proposed to recoup the resultant $265,879 annual loss of revenue by an
increase in the second step of rates which in general, would involve com-
mercial enterprises. Deeming such proposal unjustly discriminatory, the
Commission stated that:

The additional cost reguired, either for customers
to install equipment to conserve water when used
for air-conditioning, or the additional cost to
the utility of furnishing additional service re-
sulting from the lack of such equipment, is a cost
which, in fairness and equity, should be borne by
the customer so served.

On March 16, 1972, petition for review of this Order was served in Dane
County Circuit Court in Building Owners & Managers Association and The
Downtown Association of Milwaukee vs. Public Service Commission. By stip-
ulation of the parties, the proceedings in 2-U-T7131 were remanded to the
Commission for reopening and further hearings. This matter is still pending.

Also by stipulation of the parties, the surcharge on nonconservant air-
conditioning facilities was unchanged by a December 29, 1972 Order of the
Commission which increased rates of the Milwaukee water utility to provide
an annual revenue increase of $1,447,203 ($2,593,000 was requested).
(2-U-7337)
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SEWER UTILITIES

Sewer utilities are included in the Commission's jurisdiction only when
sewer and water utilities of a town, village or city of the fourth class
are combined by ordinance; when a user of the service of any sewerage
system complains to this Commission that rates or practices are unreason~
able or unjustly discriminatory; or when a privately owned sewer utility
elects to have the Commission establish suitable rates for service. Once
acquired, Jjurisdiction is continuing.

Sewer rates authorized for the Oak Creek combined water and sewer utility
by Order of August 28, 1972, were designed tc yield a 5.5% return on the
$2,555,044 rate base, provided that charges made by the Milwaukee Sewer-
age Commission for sewerage treatment and disposal were not included as a
utility expense.

According to the provisions of section 59.96(9), Wis. Stats., amounts
charged by the sewerage commission shall be assessed and collected as
taxes levied against all taxable property within the drainage area in
each town, city or village receiving sewerage service from the sewerage
commission. It follows that these charges being placed on the tax rcll,
are not properly a cost of operation of a municipal sewer utility.

On November 30, 1972, petition for review of this matter was filed in Cir-
cuit Court for Dane County in City of Oak Creek, a Municipal Corporation
vs. Public Service Commission. The case is pending.

Section 59.96(9), Wis. Stats., has since been amended by Chapter 69, Laws
of 1973, effective July 22, 1973, to provide that amounts charged by the
sewerage commission may be recovered through utility rates charged users
of the sewer service.
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TRANSPORTATION DPIVISION

As of June 30, 1972, there were 25 urban bus authorities outstanding, 10 of
them issued to municipally owned urban carriers. Two years previously,
there had been only four publicly owned transportation systems. At Kenosha
and Stevens Point there was interruption of service between abandonment of
private and commencement of municipal operation.

There are very few privately owned urban passenger carriers not receiving
municipal subsidy. Por example, on August 29, 1972, the application to
temporarily suspend operations, as filed by Appleton City Transit, Inc.,
was denied, subject to the city's agreeing in writing by September 15 to
subsidize the company for all monetary loss incurred in continuation of
service past August 31 (the company was operating at a loss approximately
$20,000 in excess of the city's cash subsidy). The city of Appleton filed
timely proof of such agreement.

During the 1971-73 biennium, six urban carriers of passengers were granted
fare increases, among them, Milwaukee & Suburban Transport Corporation
whose adult cash fare was raised from L0¢ to 50¢, together with other in-
creagses in the fare schedule. In the June 21, 1972 Order the Commission
recognized that:

The level of fares proposed herein by applicant may
cause an economic hardship on certain riders; how-
ever, if the transportation system is to be main-
tained, it is necessary for the applicant to receive
sufficient revenue to cover the cost of providing
the service. (MC~1859)

A June 6, 1972 Order denied the application filed by Milwaukee Legal Ser-
vices, Southside Branch, on behalf of persons 65 years of age or over,
for reduced fare for such senior citizens. (MC-18L5)

By letter dated April 2L, 1973, the Public Service Commission approved
Tariff No. 155 of Milwaukee & Suburban Transport Corporation, giving effect
to a half-fare pilot program for senior adults aged 65 years or over. The
approval was subjJect to the removal of the U.S. Civil Service Retirement
card as a means of identification, since many U.S. Government employees

are being and have been retired before their 65th birthday.

Sums of $50,000 and $380,000 have been contributed by Milwaukee County,
with an intervening $50,000 by various municipalities in the county, to
cover that part of the fare (25¢) not paid by the senior citizens riding
during specified nonrush hours. Beginning July 1, 1973, benefits of the
pilot program were extended to disabled persons under the Medicare Program.
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Reduced fares during off-peak hours for persons 65 years or older, as
proposed by the City of Madison, Transportation Department (Madison
Metro) were approved by Commission Order of May 9, 1973. At the end
of the 6-month trial period, the City is to notify the Commission as
to whether the reduced fare (15¢ instead of 25¢ plus 5¢ zone) is to
become permanent.

According to the Findings of Fact, the City does not intend to increase
fares or reduce service to offset the anticipated $50,000 annual subsidy
additional to such losses as have been experienced since municipal bus
operation began April 16, 1970. Said loss for 1972 was around $713,000
which means, the Order points out, "that every person who availed him-
self of the service paid only part of the cost of providing his ride.
These losses are subsidized by the taxpayers of Madison." (MC-1861)

As of June 30, 1973, there were 28 interurban, intrastate common motor
carriers of passengers operating in Wisconsin. There had been, during
the bilennium, four abandonments of authority and five new authorities
issued (including two airport limousine services) where new authority

did not directly and immediately continue service from a previous carrier.
In addition, certificates were amended and service revised by alteration,
addition, or discontinuance of routes, the Commission giving attention

to the best balanced intrastate transportation possible under the circum-
stances.

A premium-fare Milwaukee-Green Bay bus operation accommodates the sub-
stantial need for special passenger service following upon the May 1,
1971 discontinuance of passenger trains between those cities. Originally
authorized on a 90-day trial basis, the deluxe buses, carrying a hostess
and equipped with special seats and other facilities, have been operating
since early in 1972.

As another example of attention to specific need for bus service, the
Commission denied a carrier's application to discontinue its Bruce-Eau
Claire route which, offering the only passenger service from Bruce and
Ladysmith to Eau Claire, is needed for travel for special medical service
not available at Ladysmith, as well as package-express to deliver blood
and medicine supplies to a Ladysmith hospital.

During the biennium, the Commission issued 22 orders in proceedings on
applications to increase intercity bus fares.

"Buses have been redesigned to accommodate substantially more freight
without interfering with the transportation of passengers and their
baggage," observes on October 27, 1971 Order amending the intrastate
certificates of 1h intercity bus companies to eliminate the $2.50 sur-
charge on shipments (package express carried on buses) in the L0O-to-100-
pound welight range.

Initially prescribed in 1958, the $2.50 surcharge was intended to dis-
courage handling of small shipments by passenger carriers, a practice
then opposed by common motor carriers of property. As the Order further
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states, however, "The shipping public is now faced with a serious problem
concerning the handling of small shipments which the passenger carriers
can help to alleviate."” (DR-53)

Spiralling costs experienced by common motor carriers of property preci-
pitated four applications for increased freight rates. A July 17, 1971
interim order imposing a $1.25 emergency surcharge on each shipment and
increasing minimum rates for small shipments was followed by a February 3,
1972 Order rescinding the surcharge and increasing rates, except that the
interim minimum charges of $7.00 and $7.55 for distance rate bases 1-20
and 21-33, respectively, were revised to be $6.40 and $8.00 (The $6.40
charge was advanced to $7.00 by an Order of February 7, 1973). Additional
welght-break categories allow lower rates to apply to shipments of greater
weight.

To arrive at Just and reasonable rates to insure the shipping public of
continued adequate service by motor carriers, the Commission made exhaus-
tive studies, including allocation of expenses and detailed consideration
of categories of freight according to average length of haul, weight of
shipment, and terminal costs.

At the end of the biennium, no order had been issued in the proceeding on
a May 1L, 1973 application by the Wisconsin Motor Carriers Association,
Inc., for a rate adjustment and interim emergency relief.

Several PSC rules in the Wisconsin Administrative Code were revised to
reflect current highway conditions or to facilitate regulation of motor
carriers under present circumstances.

In this biennium, the Tariffs Bureau of the Commission's Division of Trans-
portation audited about 8,000 freight bills for the shipping public and as

a result, found approximately $6,000 in overcharges assessed through impro-
per application of motor carriers' rates on file with this Commission.

The audit covered freight bills involving transportation charges for service
for various state departments and freight bills submitted by the Public
Carrier Investigation Unit of the Motor Vehicle Department of the Wisconsin
Department of Transportation in connection with its compliance checks of
common and contract motor carriers' transportation of property and package
express.

A July 3, 1972 Order (MC-1856) authorized a 16% increase in maximum rates
for long-distance, intrastate moving of used household goods and business
equipment to allow for the following cost increases since the 1970 Order
relating to such service:

15.9% - Drivers' and helpers' wages
32.8% - payroll fringe benefits

15.9% - overhead costs

8.0% - variable and fixed vehicle costs
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Minimum rates for intrastate transportation of petroleum products in bulk
in tank trucks, as they appear in section PSC 16.35(L), Wisconsin Adminis-
trative Code, effective July 1, 1973, are 14% higher than those last auth-
orized in 1970. (MC-186T)

On February 2, 1972, the Commission granted the first so-called "dump truck"
authority for the transportation of dirt, sand, gravel, etc. in open top
trucks and trailers equipped with mechanical unloading devices. Such equip-
ment is not included in the currently accepted definition of "dump truck,”
as embraced in well over 1,000 contract motor carrier authorities and refer-
ring to vehicles ejecting the load by gravity when the cargo area is raised
and tilted. Many of these carriers have applied, and many more undoubtedly
will apply, for authority to operate with the newer equipment. (MC-1858)

During this biennium, there has been an unusually large number of applica-
tions for new or amended towing authority, especially that for the purpose
of law enforcement. Many applications have sought to eliminate confusion
as to the circumstances of transportation and the scope of property, in
addition to used or disabled vehicles, such as stolen vehicles, police
evidence, illegally parked cars or motor bikes, boat or camping trailers
at the scene of an accident, and so on.

Railway Express Agency, Inc., was granted contract motor carrier authority
under which it has instituted a more efficient and economical plan of ser-
vice to replace the random over-the-road routes evolving in the gradual
transition from moving express by train (completely discontinued in 1969)

to transportation by truck. The company was authorized to discontinue
service at 130 Wisconsin communities where traffic had so diminished as to
be no longer profitable and where no potential volume of service was evident.

The 230 communities where REA agency offices are closed are served from
seven Wisconsin and four out-of-state distribution points. Pickup-and-
delivery service is retained at 137 communities and instituted at 100 com-
munities. There are eight branch package agencies where packages can be
picked up or left for persons beyond delivery limits. (2-R-5550 and LC-
1585--July 12, 1972) The Company's common motor carrier authority (CC-287)
is suspended to allow time for careful scrutiny to avoid any duplicate,
therefore unneeded, authority under the revised service.

Motor Carriers - Biennial Workload 1971-2 1972-3
Formal cases opened 3,557 3,6kk
Hearings held 865 823
Orders issued 2,085 2,017
Amendments issued 1,722 1,391
New authorities issued 2,075 2,151
Authorities cancelled 1,711 1,555

Active authorities at end
of year 16,304 16,900
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Railroads - Biennial Workload 1971-2 1972-3
Formal cases opened 1kg 143
Hearings held 113 126
Orders issued 179 157
Informal cases opened 57 98
Field investigations 577 6L8
Highway crossing plans

approved 101 110

A June 20, 1972 Order authorized the discontinuance of the last passenger
train operating solely within the state of Wisconsin. Xnown as the Cannon-
ball, this Chicago, Milwaukee, St. Paul and Pacific Railroad commuter train
operated between Milwaukee and Watertown, serving 9 intermedidate communi-
ties. During its last full year of operation, there was an average of 39
passengers per trip and an out-of-pocket loss of $72,826 was incurred.

(2-R-55L7)

Commuter passenger train service is still provided between Chicago and Ke-
nosha, Chicago and Lake Geneva, and Chicago and Walworth, and several AMTRAK
Chicago-Milwaukee and Chicago-Minneapolis trains operate through Wisconsin.

The Public Service Commission participated in numerous Interstate Commerce

Commission proceedings during the biennium. Appearing in strong opposition
to the Milwaukee Road's April 3, 1973 application to the ICC to discontinue
passenger train service between Fox Lake, Illinois, and Walworth, a Commis-
sion staff member attended hearings and filed briefs. The decision of the

Interstate Commerce Commission is still being awaited.

The Chicago and North Western Railway Company is now officially the Chicago
and North Western Transportation Company. The Public Service Commission
intervened in favor the employees' purchase of the assets and certain 1i-
abilities of the railrcad from North-West Industries, approved by the ICC
March 10, 1972, and is closely following ICC merger proceedings involving
railroads operating in Wisconsin.

The Commission also participated in each of the nine public hearings held
by the Interstate Commerce Commission on applications to abandon railroad
lines directly affecting freight service in Wisconsin, filed briefs in five
of the proceedings, and a verified statement in another. Of the 23 such
appiications before the ICC during the biennium, 10 were granted for aban-
donment of 128.59 miles of track; 3 were withdrawn by the railroads; 3 in-
volved ferryboat service; and 7 applications for line abandonment, involving
88.91 miles, are pending. Future line abandomment proceedings may move
more swiftly under an ICC rule, recently approved in the courts, basically
placing the burden of proof of the continued need for a line on the shipper,
when the carrier can show that the line produced less than 34 cars per mile
on an annual basis.
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The authorized 12% increase in intrastate rail freight rates is the same
as that granted by ICC for interstate traffic except that the intrastate
rates do not include

any increase on shipments of pulpwood and wood chips

any increase in excess of the 12% applicable in the Western Trunk
Line territory, though a portion of Wisconsin lies within the I11i-
nois Freight Association territory where the interstate increase is
14%. The Commission has long held that variation in intrastate rates
is n?t just and reasonable. (2-R-5h4h41 and 2-R-5495--December 30,
1971,

Commission investigation of shipper complaints as to inadequate service at
Phelps was followed by an Order requiring specific improvements in service
furnished loggers and special priority and attention to filling orders for
placement of gondola cars. (2-R-5471) Another October 1971 Order also
concerning placement of cars further required 30 days' advance notice of any
change in service and schedules on the Marshfield-Fond du Lac line to im-
prove service complained of by shippers of potatoes, Christmas trees, tele-
phone poles, and other commodities. (2-R-5h461)

Of the biennium'’s 19 Orders involving changes in freight service or facili-
ties at specified stations, one denied the railroad company's application
to abandon its station in the unincorporated community of City Point where
traffic in the last five years has been confined to outbound shipments of
sphagnum moss from five shippers who demonstrated a need for the continua-
tion of service from City Point. (2-R-5523)

Other orders authorized the removal of depot buildings no longer used in
providing freight service; instituted on-call in lieu of assigned hours of
agency service; eliminated station from all except prepaid carload freight
tariffs; or in three instances, abandonment of small nonagency stations.

The public is afforded an opportunity at public hearings to explain any
need for the service or facilities, discontinuance of which is proposed by
the railroad. The Commission's order is issued only after careful study
of testimony at the hearings; the particular characteristics and require-
ments of shippers in the area involved; any alternate methods of providing
adequate service, as well as the records of carload shipments (received
and forwarded) and the revenues and expenses attributable to the railroad
station.
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On March 1, 1972, the Public Service Commission transferred the functions
and personnel of the Railroad Safety Bureau from its Engineering Divisicn
to its Transportation Division.

Formal highway-railroad crossing orders
issued in
July 1, 1971-June 30, 1973 biennium

Ordered signals at 121 crossings
#* Denied signals at U4 crossings
Ordered closing of 8 crossings
Denied closing of 3 crossings
*¥¥Ordered establishment of 33 crossings
*¥ Denied establishment of 8 crossings
Ordered alteration of 9 crossings
Ordered new (or alteration of) 18
separated structures

¥Some orders denying installation of
signals required other safety measures.

¥¥Private crossings made public are
included in "Establishment of
crossings."” '

There were also 52 supplemental orders issued apportion-
ing costs of signal installations between the State and
the railrocads, pursuant to section 195.28, Wis. Stats.,
which provides that, "In no case shall the State's share
exceed 70% of the cost."

When establishment of a crossing or new or improved crossing protection is
being considered by the Commission, its investigation includes obstructions
to view, together with the approaches to, and the angle of, the crossing;
traffic counts, vehicular and pedestrian; number of freight and passenger
trains; speed of trains and legal speed of vehicles; traffic patterns, in-
cluding use of the street or highway as to business establishments, schocls,
churches, and fire-fighting equipment; such seasonal factors-as tourist
traffic or fog conditions; and the accident history at the crossing.

The Commission's file of statistical information on each rail-highway cros-
sing includes accident records begun in 1911 and kept up to date. This
information can be the basis for the Commission instigating investigations
and proceedings on its own motion in addition to action on complaints, pe-
titions, or applications related to crossings and crossing protection.

Chapter PSC 73, Wisconsin Administrative Code, containing rules by which
the railroad companies are required to report accidents to the Commission,

is being revised but new rules have not been promulgated by the end of the
biennium.
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Chapter PSC 83, repealed and recreated, effective October 1, 1972, states
standards for maintenance of, and procedures for changes in railroad switch
targets and switch lights on both main and branch lines. The Commission
acts on any complaint as to a violation of those rules or it may proceed on
its own motion in the absence of complaint.

The Federal Department of Transportation (DOT), Federal Railroad Adminis-
tration is promulgating rules for state participation under the Federal
Railroad Safety Act of 1970. No federal funds have been appropriated by
Congress or regquested by the Federal Railroad Administration to pay states
for assistance in regulation. At present, the Public Service Commission's
status in the national program is uncertain.

A November 9, 1971 Order issued after formal proceedings in regard to the
abolishment of certain train dispatcher positions in the Milwaukee Division
of the Milwaukee Road, requires that the railroad issue a bulletin to be
posted in all superintendents' and dispatchers' offices informing all dis-
patchers that in the discharge of their duties, "Safety is of the first
importance and must be given priority."

The Commission found that the railroad acted within the reasonable limits
of safety and management discretion in the consolidation of positions so
that from 2 p.m. to 6 a.m., one dispatcher is on duty for both the 1L47-
mile track with 58 trains daily and 800 miles of track with about 3k trains
daily. While Centralized Traffic Control Systems, train discontinuances,
and changes in railroad rules have reduced dispatchers' workloads, it is
imperative that the safety of railroad employees and the public be the
first concern in operation of the railroad. (2-R-5535)

The Commission's concern with safety extends to safety aspects of railroad-
industrial operations. During the biennium, 31 orders were issued on ap-
plications to maintain vertical or horizontal clearances between railroad
tracks and structures or installations which are less than the clearance
requirements of Wisconsin Statutes or the Commission's Wisconsin Adminis-
trative rules designed to administer said statutes under current conditioms.

.There were 35 Orders issued, relatlng to the removal of spur tracks no
longer utilized by industry.
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