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History of Wisconsin Utilities and Regulation

Since 1882, Wisconsin’s investor
owned utilities have supplied
electricity to the communities
they serve. In fact, the first pow- -
er plant to be built in the U.S. is
located in Appleton, Wisconsin
on the Fox River. Since the turn
of the last century, Wisconsin’s
energy providers have been reg- %
ulated by the state, originally
under legislation known as the
1907 Public Utilities Law. The
law was passed because policy-
makers and energy providers "
recognized that the availability %
of heat, light, and water service
are central to modern life and
were no longer merely options.

The features of this regulation generally include: a broad definition of “public utility”; cen-
tralized regulatory authority vested in the Public Service Commission (PSC); exclusive fran-
chise status for public utilities; state control of rates; minimum service standards; eminent
domain authority subject to state approval; and limitations on public utility ownership.
This arrangement, often referred to as the “regulatory compact” can be summarized thus:
Utilities agree to provide safe, reliable, reasonably priced and environmentally responsible
service, for which they are allowed to recover their costs, are given the exclusive right to
serve customers in their service territories and can earn a reasonable return for their invest-
ments.

This return, commonly referred to as Return on Equity or “ROE” should be high enough to
attract potential investors, yet low enough to keep the price of energy services at a reasona-
ble level.


https://www.onlyinyourstate.com/wisconsin/first-power-wi/
https://www.onlyinyourstate.com/wisconsin/first-power-wi/
https://docs.legis.wisconsin.gov/misc/lfb/informational_papers/january_2023/0007_taxation_and_regulation_of_public_utilities_informational_paper_7.pdf
https://docs.legis.wisconsin.gov/misc/lfb/informational_papers/january_2023/0007_taxation_and_regulation_of_public_utilities_informational_paper_7.pdf
https://psc.wi.gov/Pages/AboutPSC/HistoryAndMission.aspx

Customers benefit

by having a financially stable utility that has the
earnings and cash flow sufficient to attract equity
and debt on reasonable terms, and the resulting
ability to provide safe, reliable, and affordable utili-
ty service. Receiving a reasonable authorized ROE
and capital structure from PSC regulators is an im-
portant contributor to financial stability. The cus-
tomer benefits that result from being served by a
financially healthy utility outweigh the short-term
“benefits” of a negative regulatory climate that
heightens regulatory risk.

Seeking Balance

PSC Regulators are charged with balancing the in-
terests of investors and customers, and utility
management has a fiduciary responsibility to de-
ploy investors’ capital productively. Investors rec-

ognize the importance of regulatory and stake-
holder relationships and expect utility manage-
ment to provide safe, reliable, and affordable ser-
vice to customers in order to preserve and en-
hance the value of their invested capital. In many
ways, the interests of investors and customers are
aligned and not in conflict and can become more
aligned through regulatory policy. Regulators are
most effective at serving customers when they
harness investors’ desire to provide capital rather
than constrain it.

This regulated system has worked well and is the
reason why national data show Wisconsin residen-
tial customers pay significantly less on their aver-
age monthly bills when compared nationally and
in the Great Lakes states, yet consistently win na-
tional awards for reliable customer service.
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The WUA is
the trade
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that repre-

Who is
the WUA? sents these
gas and

electric energy providers and it is under this
regulated system that members of the Wis-
consin Utilities Association operate, serving
about 80% of the electric and natural gas
customers in Wisconsin. They include Madi-
son Gas and Electric, Xcel Energy, Alliant En-
ergy, WEC Energy Group, American Trans-
mission Company, Superior Water, Light &
Power, City Gas of Antigo, Midwest Natural
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Gas and several associate members. The
remaining customers are served by either
co-ops in rural areas or municipal utilities.

Interactive Electric
Service Territories

Map

Interactive Natural Gas
Service Territories

Map


https://pubs.naruc.org/pub.cfm?id=CAD801A0-155D-0A36-316A-B9E8C935EE4D
https://www.eia.gov/electricity/sales_revenue_price/pdf/table5_a.pdf
https://news.wisconsinpublicservice.com/wps-earns-national-awards-for-exceptional-reliability-service-to-customers/
https://news.wisconsinpublicservice.com/wps-earns-national-awards-for-exceptional-reliability-service-to-customers/
https://www.wecenergygroup.com/csr/awards/awards2020.htm
https://www.wiutilities.org/
https://www.wiutilities.org/
https://maps.psc.wi.gov/portal/apps/webappviewer/index.html?id=bb1a9f501e3d472cbde970310540b466
https://maps.psc.wi.gov/portal/apps/webappviewer/index.html?id=a412f6ab20fb4ef8afe361621847c472

How the Electric
and Natural Gas
Systems Work

The electric system includes four key components

Transmission
‘ Generation nhe large, high voltage wires
that move the electricity from
power plant at which the the plant to the area, or “load
electricity is produced center” where it will be used
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Substations Distribution
which can either increase the smaller wires that deliver
or reduce the voltage it to your home or business.

Electricity generation, transmission, and distribution

transmission lines carry

POWST it electricity long distances
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generates electricity distribution lines carry

2 electricity to houses
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transformers on poles
step down electricity
before it enters houses

transformer steps neighborhood
up voltage for transformer steps
transmission down voltage

Source: Adapted from National Energy Education Development Project (public domain)
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Broadly similar to electricity, the natural gas system also features production, dis-
tribution and transmission; starting from the wells where it is produced, the processing
plant where it is refined, the compressor station where it is compressed into a high-
pressure stream, to the transmission system which moves it to underground storage.

From there it can be sent through the distribu- e & precessing
tion system from which some is used to gener-
ate electricity and some to heat homes and
businesses, as well as in certain industrial pro-
cesses. However, unlike electricity, natural gas
is not regulated by the PSC in the same way.

Interstate Pipeline

Storage And/Or Distribution

In fact, there is no governmental agency that
regulates the price of natural gas production
at the wellhead. The price of natural gas is
simply passed through to customers and utili-
ties do not profit from changes in the price.
However, the Federal Energy Regulatory Com-
mission does regulate the transmission of natural gas on interstate pipelines.

Homes & Businesses

Wisconsin Electric Provider Generation by
Resource — 2020
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https://playbook.aga.org/natural-gas-data
https://www.energy.gov/fecm/natural-gas-regulation-other-gas-related-information-sources#:~:text=Domestic%20natural%20gas%20markets%20are,pipeline%20in%20the%20United%20States.
https://www.energy.gov/fecm/natural-gas-regulation-other-gas-related-information-sources#:~:text=Domestic%20natural%20gas%20markets%20are,pipeline%20in%20the%20United%20States.

Energy Supply

and the

Energy Transition

Wisconsin’s current electric sup-
ply reflects a generation transi-
tion that began in the 2010s. De-
clining costs for natural gas,
wind, and solar generation en-
couraged providers to increase
their use of those resources and
decrease their use of higher-
emission coal generation with
the goal of enhancing affordabil-
ity and environmental responsi-
bility while maintaining adequacy
and reliability. This transition is
projected to continue and accel-
erate in the 2020s.

The transition is consistent with
Wisconsin’s Energy Priorities Law
(Ch. 1.12 Wis.Stats) which states
in part:

4) PRIORITIES. In meeting energy demands, the
policy of the state is that, to the extent cost-
effective and technically feasible, options be con-
sidered based on the following priorities, in the
order listed:

(a) Energy conservation and efficiency.

(b) Noncombustible renewable energy re-
sources.

(c) Combustible renewable energy re-
sources.

(cm) Advanced nuclear energy using a re-
actor design or amended reactor de-
sign approved after December 31,

2010, by the U.S. Nuclear Regulatory
Commission.

(d) Nonrenewable combustible energy re-
sources in the order listed:

1. Natural gas.

2. Oil or coal with a sulphur content of less than 1
percent.

3. All other carbon-based fuels.

Carbon Dioxide Reduction Goals of WI Electric Providers

. i 2 2 2 2 R ion
Accordingly, all Provider 030 CO 050 CO2 Reductio
Wisconsin investor- Northern States Power Company-Wisconsin (Xcel) |80% 100%
owned utilities Madison Gas and Electric Company 80% 100%
have set goals of
. Wisconsin Electric Power Company (We Energies) |80% 100%
being 100% carbon
Wisconsin Power and Light Company (Alliant 50% 100%
neutral by 2050 & pany { ) 0 0
Wisconsin Public Service Corporation 80% 100%
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https://maps.psc.wi.gov/portal/apps/experiencebuilder/experience/?data_id=dataSource_10-EU_AgriSect_PetroleumUse%3A58%2CdataSource_1-EnergyUse_Source%3A109&id=fb6e6305e53e437eaa958f91246ec007&page=page_1&views=view_51%2Cview_93%2Cview_121%2Cview_53%2Cview_50%
https://maps.psc.wi.gov/portal/apps/experiencebuilder/experience/?data_id=dataSource_10-EU_AgriSect_PetroleumUse%3A58%2CdataSource_1-EnergyUse_Source%3A109&id=fb6e6305e53e437eaa958f91246ec007&page=page_1&views=view_51%2Cview_93%2Cview_121%2Cview_53%2Cview_50%
https://docs.legis.wisconsin.gov/statutes/statutes/1/12
https://apps.psc.wi.gov/ERF/ERFview/viewdoc.aspx?docid=451939
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is committed to maintaining the customer-focused advantages of our regulated system and
improving upon our utilities” excellent record of safe, reliable and affordable energy is the goal
of all public policy positions we take. For a current listing of legislative items of interest to the
WUA, see our FYI Issue Tracking Summary, here:

https://www.wiutilities.org/ files/ugd/2ea506 54842bb2356a445a818d7cac8dc52f6a.pdf

About Our Members:

Our members serve 2,512,749 Electric Customers and 2,000,518
Natural Gas Customers across Wisconsin. We employ 8,420 Wis-
consinites, spend about $38 million annually with Minority
Owned Businesses; $178 million with Women Owned Business-
es; and $11 million with Veteran owned businesses.

WUA members pay about $214 million in Gross Receipts and
Property Taxes and hold Assets totaling approximately $42 Bil-
lion. Our members contribute $25 million annually to charity
and provide Energy assistance of over $91 million.

All major generating members of the WUA have carbon reduc-
tion goals averaging 73% by 2030 and all are planning net-zero
carbon emissions by 2050.


https://www.wiutilities.org/_files/ugd/2ea506_54842bb2356a445a818d7cac8dc52f6a.pdf
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