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Led by Doug Healy, legal counsel for MPUA, the recently held ñRed Flag Ruleò 

Workshop for MPUA municipals provided assistance and guidance in developing a 

written plan to safeguard consumer information according to FTC guidelines. At the time 

the workshop was held, the Red Flag Ruleòformally was scheduled to go into effect 

August 1, 2009 after a three month extension. Although many utilities were prepared for 

this deadline, many more were still struggling to formulate and adopt a proper policy and 

plan.   

 

ñThe workshop gave real life suggestions and also explained the reasons behind the Red 

Flag rules and what to expect from the FTC in regards to enforcement,ò said Tom Heinkel 

of Independence.   

 . . . Continued on page 6 

  Red Flag Workshop Fulfills 

Membersõ Needs 

Participants at the 
Red Flag Workshop 

learned how to 

assure compliance. 

Joining Gary Gates, OPPD CEO (4th from left),  for the ribbon cutting 

ceremony at NC2 were members of MPUA staff along with Independence 
Power and Light employees.   

NC2 Ribbon 

Cutting  

Marks New 

Beginnings 

for 

MJMEUC 

 
See story on page 6   
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MPUA Gearing Up for  

10th Annual Conference  

 
Details on pages 12 -13  
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ALWAYS LEARNING  

AND STAYING FOCUSED  

 
As I reviewed this monthôs publication, I was struck by the 

breadth of articles that this monthôs Alliance Advantage 

covered.  From the benefits of local control to wastewaterôs 

BOD, mutual aid paperwork to the smart grid, and from the 

regulation of heavy metals to energy efficiency, many of this 

newsletterôs articles highlight that the business of utilities is a 

dynamic industry.  There is always something to learn in the 

utility industry.   

There, Iôve said it.  There is always something to learn in the 

utility industry.  Sometimes, that can seem like a daunting task.  

Changes can seem to be hurtling at us faster and more 

furiously.  However, municipal systems always find a way to 

meet the challenge.  And why?  Because the value of municipal 

utility ownership has become increasingly clear and important.  

Itôs about local control.   

Local control is the reason communities own their own utility 

systems.  Itôs reflected in the fact that local control of rates lets 

the community recognize the importance of keeping commerce 

and industry healthy within the town.  Local management 

provides ñclose-up and personalò sensitivity to individual 

impacts.  Local control allows the focus to be on service and 

solutions, not stockholders.  For other utilities, shareholder 

interests may be satisfied as long as the impacts are passed on 

as costs to customers. For city utilities, there are no 

stockholders, just solutions. 

And that brings me to this yearôs Annual Conference.  This 

yearôs MPUA conference is themed ñMunicipal Utilities ï 

Focused on Local Solutions.ò  The hottest topics in water, 

wastewater, natural gas and other utility matters in addition to 

electricity issues will be covered.   Our scheduled speakers are 

outstanding and perfectly suited to address the array of 

challenges facing all municipal utilities today. American Public 

Power Association President Mark Crisson and American 

Public Gas Association President Bert Kalisch will each 

keynote the event and other speakers are also among the top 

experts in their fields.  

 Whether your responsibility is operational, managerial or at the 

board level, the MPUA Annual Conference is the most efficient 

ways to get up-to-date in one short trip.   

There is always something to learn in the utility industry and 

what better place to learn it than with other professionals that 

have the same focus, a focus on service through local control.  

Register now to make your conference and hotel reservations 

now for the MPUA Annual Conference, September 23-25, 2009. 

More information is available on pages 12 and 13 of this 

newsletter and on our website at http://mpua.org.ƴ 

Duncan Kincheloe 

General Manager & CEO 

dkincheloe@mpua.org 

GENERAL MANAGERõS 

MEMO 

 

 

 

 

 

        

MPUA Partners  

with APPA  

on Energy Efficiency  
 

 

The Missouri Public Utility Alliance has become the latest 

public power member of APPAôs successful Energy Efficiency 

Resource Central (EERC).  The APPA initiative works with 32 

state and local electric utility organizations around the nation to 

identify and promote the best energy efficiency programs and 

tools used by municipals around the nation as well as producing 

a number of publications and public relations campaigns. 

 

Duncan Kincheloe, General Manager and CEO of MPUA says 

the partnership comes at an especially important time.  

ñMissouriôs public utilities have always been at the forefront of 

helping their owner-customers find the best way to use their 

electricity.  Given the prospects of higher power costs because of 

Congressional action, now is the time for our members to 

become more aware of how successful energy conservation 

programs are working for cities around the nation.ò 

 

MPUA members will be able to access the on-line searchable 

database of energy efficiency programs and identify publications 

and educational materials.  EERCôs new Web site ñEnergy 

Efficiency Resource Centralò (www.EERCnet.org) also includes 

information on current reports, articles, and links to additional 

resources. MPUA will be working with members in the near 

future to identify successful Missouri programs for submission 

to the national program.   

 

The American Public Power Association (APPA) has made 

energy efficiency one of its top priorities and has launched a 

long-term, broad-based effort that includes significant new 

resources and delivery mechanisms that provide public power 

utilities with the tools they need to effectively address energy 

efficiency in the coming years.   

 

For more information visit Energy Efficiency Resource Central 

at www.EERCnet.org or contact Ursula Schryver at APPA 

(202/467-2980 or uschryver@APPAnet.org).ƴ 
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- Doug Healy 

MPUA General Counsel 

dhealy@mpua.org 

REGULATORY LAW 

N EWS 

 

 

 
 

 

MJMEUC and our Washington D.C. counsel, Spiegel & 

McDiarmid, which is the issue of who controls which entities 

can sell demand response into an RTO, such as MISO or the 

Southwestern Power Pool (SPP).  Some RTOs were indicating 

that they would have the final say as to who participated and on 

what terms.  In their most recent order, FERC has made it clear 

that the órelevant electric retail regulatory authority 

(RERRA)ô (i.e. a municipality) has the final decision making 

authority over whether that RERRA market entity participates in 

a RTO demand response market, and who can operate within 

their market.  This means that demand response inside a munici-

pality cannot be sold by third parties that bypass the local mu-

nicipality; such actions would have made it very difficult for 

municipalities to accurately gauge their load in peak market con-

ditions. 

 

The Red Flag workshop on July 14 was a success, and I would 

like to thank those who attended. An announcement from the 

FTC on July 29 extends the deadline for the third time.  The 

new deadline for enforcement of the Red Flag Rule is now 

November 1, 2009.  If there are any member cities who still 

need assistance with compliance, please contact MPUA.ƴ 

At the Missouri Public Service Commission (PSC), AmerenUE 

has filed a request for a rate increase of $402 million, or the 

equivalent of an 18% increase in rates.  This massive rate in-

crease request is based upon unrecovered fuel costs, transmis-

sion upgrades, and increased financing costs.  The request would 

raise the average residential bill by approximately $15 per 

month, according to AmerenUE.  This will be AmerenUEôs third 

rate increase request in the last three years.  In 2007, the PSC 

approved a 3.3 percent increase (a $43 million revenue increase), 

and in 2008 the PSC approved an 8 percent increase (a $162.6 

million revenue increase).  More than half the requested increase 

is related to higher fuel costs, and those costs, if prudently in-

curred, are often approved.  With the current drop in market 

prices for wholesale power, AmerenUE has seen their off system 

sales revenue drop.  This has been an important subsidy over the 

years for AmerenUE customers, and has helped keep AmerenUE 

rates competitive.  With off market sales revenue dwindling, 

more of the actual cost of producing and transmitting electricity 

will have to be recovered through the rates paid by AmerenUEôs 

tariffed customers in Missouri. 

 

On the heels of Empireôs recent filing seeking to increase annual 

natural gas revenues by approximately $2.9 million, Kansas City 

Power & Light Greater Missouri Operations Company (KCPL-

GMO) filed an application with the PSC for approximately $1.1 

million in additional rates through its fuel adjustment clause 

(FAC).  The company cited similar reasons as Empire did in 

their last FAC case, stating that higher natural gas prices and 

purchased power prices and higher coal and freight costs are the 

reasons for the increase.  The increase will be approximately $1 

per month for the former Missouri Public Service territory, and 

approximately $0.35 per month for the former St. Joseph Power 

& Light territory. 

 

The Federal Energy Regulatory Commission (FERC), approved 

MidAmerican Energy Companyôs (MidAmerican) request to 

join the Midwest Independent System Transmission Operators 

(MISO).  MidAmerican requested to join MISO after FERC ear-

lier had rejected a MISO attempt at allowing MidAmerican to 

participate in MISO through the expanded MISO Module F.  

MidAmericanôs service territory has significant wind generation, 

and their joining will allow that wind generation to be more eas-

ily accessed by other MISO members. 

 

FERC also passed a significant order in regards to Regional 

Transmission Operators (RTO).  In Order 719-A, FERC ad-

dressed an issue that had been closely monitored by both 
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               MEMBER RELATIONS 

N EWS  

 
Floyd Gilzow, Director  

Member Relations & Public Affairs 

fgilzow@mpua.org 

 

 

 

 

 

 

 

 

 

 

Nationwide Experience Shows Local 

Control Provides Local Benefits  
 

In the cash strapped state of California, the city of Gustine is 

preparing to take over control of the water, wastewater, and 

stormwater systems that have been managed for the city for more 

than 10 years by a private company.  The City Council voted 4-0 

in late July to direct city staff to negotiate a termination 

agreement with Environmental Management Services (EMS).  A 

staff report indicated that city expenses for the combined system 

would be about $457,000, or two-thirds of the annual charges 

from EMS. 

 

City Manager Margaret Silveira was quoted as saying that 

besides saving money she sees it as a way to streamline city 

operations, as well as provide for future leadership.  The 

additional responsibilities will require the addition of a new 

assistant Public Works Director to help the communityôs current 

public works director Ernie Garza. 

 

ñWe are looking at succession planning,ò Silveira explained. 

ñWe want people who can give the city an uninterrupted flow 

when somebody leaves. Ernie is working part-time, and it 

would be good to have somebody mentored and ready go to in 

his place when he wants to fully retire. Iôm hoping that is not 

soon, because he has been great for Gustine.ò  

 

The City expects to take control of system operations by 

September first. 

Meanwhile across the country, the City of Baltimore, 

Maryland is exploring the possibility of going into electric 

power production competition with the privately held 

Baltimore Gas and Electric Company.  A city-funded 

feasibility study is encouraging city fathers to invest in 

conventional and renewable power fueled plants in order to 

add more electric power to the regionôs electric grid.  

According to the report, it is cheaper for the city to borrow 

money for new plants than for a private company.  The 

analysis predicts that additional power supplies would drop 

wholesale costs of electricity in the deregulated state market, 

and that proceeds from the sale of electricity could be used to 

reduce the electric rates of those living in Baltimore. 

MPUA constantly works with our member cities to insure that 

local water, wastewater, natural gas, electricity and other 

utilities can be competitively priced and professionally 

administered while retaining the full range of financial and 

social benefits within the community.ƴ 
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BOD  
 

Microorganisms, like bacteria, are responsible for decomposing 

organic waste. When organic waste (dead leaves, food waste, and 

sewage) is present in a water body, bacteria will break it down.  

A water body means any pond, stream, river, lake, or ocean.  As 

the waste breakdown happens, much of the available dissolved 

oxygen is consumed by bacteria.  This uses up oxygen that other 

aquatic organisms need to survive. 

 

Biological Oxygen Demand (BOD) is a measure of the oxygen 

used by microorganisms to decompose organic matter.  If there is 

a large quantity of organic waste in a water body, there will also 

be a lot of bacteria working to decompose this waste.  In this 

case, the demand for oxygen will be high (due to all the bacteria) 

so the BOD level will be high.  As the organic matter is 

consumed, BOD levels will begin to decline.   

 

In 1908, the BOD test was selected by the British Royal 

Commission on Sewage Disposal as the definitive test for 

organic pollution of Englandôs rivers.  Five days was chosen as 

an appropriate test period because this was the longest time that 

an English riverôs water took to travel from its source to an 

estuary in Britain.  Thus, the analytical test BOD5 was born. 

 

The BOD test takes 5 days to complete.  It is performed using a 

dissolved oxygen (DO) test kit.  The BOD level is determined by 

comparing the DO level at the time a water sample is taken with 

the DO level of a water sample that has been incubated in a dark 

location for 5 days (at a temperature of 68o F).  The difference 

between the two DO levels represents the amount of oxygen 

required for the decomposition of the sampleôs organic waste.  

This is the BOD5 level.  It is measured in mg/L.   Although this 

is not a precise quantitative test, it is widely used as an 

indication of the quality of water.  Low BOD test results are 

indicative of cleaner water bodies.  High BOD results indicate a 

polluted water body. 

 

Most pristine rivers have a BOD level below 1 mg/L.  Sewage 

that is efficiently treated by a three-stage process would have a 

value less than 20 mg/L.  Untreated sewage varies, but averages 

around 200 to 300 mg/L. 

 

Nitrates and phosphates in a water body can also contribute to 

high BOD levels.  Nitrates and phosphates are plant nutrients 

and can cause plant life / algae to grow quickly.  When plants 

grow quickly, they also die quickly.  This contributes to the 

organic waste in the water body, which is then decomposed by 

microorganisms.  This results in a high BOD level. 

 

The temperature of the water can also contribute to high BOD 

levels.  Warmer water usually will have a higher BOD level than 

colder water.  As water temperature increases, the rate of 

photosynthesis by algae and other plant life in the water also 

increases. Higher water temperatures allow plants to grow faster 

and also die faster.  When the plants die, they fall to the bottom 

where they are decomposed by bacteria.  The bacteria require 

oxygen for this process so the BOD is high.  Therefore, higher 

water temperatures speed up bacterial decomposition which, in 

turn, results in higher BOD levels 

 

Municipal wastewater systems and facilities are designed to 

greatly reduce the BOD levels in wastewater.  The primary  

. . . Continued on page 16 

- Phil Walsack 

Mgr. of Environmental Services 

pwalsack@mpua.org 

Plain Talk 
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NC2 Beginning of New Era  

for Missouri Municipals  

The recent ribbon cutting ceremony for NC2 (Nebraska City 2), 

was a celebration of the successful launch of a power plant 

venture and also the realization of a vision long held by MPUA 

leaders.  May 1, 2009 marked an epoch in Missouri municipal 

utilities when the commercial operation of the first MJMEUC 

participation in a new coal unit began at NC2.  This began a new 

era, where municipals have cost based and ownership positions 

in base load units of power plants.  It is the result of three 

decades of planning. 

 

Over 30 years ago, Missouri Joint Municipal Electric Utility 

Commission (MJMEUC) was formed   ñ . . . to efficiently 

provide wheeling, pooling, generation, transmission and 

distribution arrangements to meet the power and energy 

requirements of the contracting municipalities in the most 

efficient manner.ò  Several wheeling arrangements were put in 

place in the 80ôs and many three-party supply contracts with 

AECI (Associate Electric Cooperative, Inc.) were signed in the 

early 90ôs to buy surpluses from the coop system. 

 

Then, 15 years ago, MJMEUC increased its staff in order to take 

on the responsibilities of forming power pools and starting joint 

power plants.  That led to the successful establishment of pooling 

with the creation of MoPEP 1.  Another major task facing the 

new staff was following possible new coal units.  Even though 

the first resurrection of Iatan 2 failed to initiate construction of 

the unit in the 90ôs, MJMEUC staff realized the importance for 

laying the groundwork and highlighting obstacles which would 

need to be cleared for the eventual construction of Iatan 2 and 

other joint units today, such as NC2. 

 

About 7 years ago, new opportunities for coal plants became 

available.  Following the formation of MoPEP and seeing the 

early signals of volatile gas and power prices from 1999 to 2001, 

many utilities were ready to move away from market based 

purchases.  These utilities began to talk about new power plants 

as surpluses of the 80ôs and 90ôs were being consumed.  Some 

Missouri municipals were receptive to new opportunities.  One of 

the first and most promising opportunities was OPPDôs (Omaha 

Public Power District) NC2.  OPPD was committed to building a 

coal unit of a minimum 300 MW, but was open to adding public 

power partners to increase to a 600 MW class unit and lower 

costs by  economy of scale. 

 

NC2 discussions began in 2002 with both MJMEUC (for 

MoPEP) and Independence, Missouri directly participating. 

These discussions led to power purchase agreements which were 

signed in 2004. On May 1, 2009, the commercial operation of the 

first MJMEUC participation in a new coal unit began.  This is the 

ñnext generationò of Missouri municipals dispatching jointly 

held, cost-based base load assets using the cleanest most efficient 

coal fired units in the region. This is the first of the new 

generators to come on line where MJMEUC has cost based 

positions in base load units. These units will replace market based 

purchases from IOUs and coops. In addition to being lower in 

cost than past market purchases, NC2 will offer long term price 

stability and more control over future resource portfolios. 

 

NC2 is already lowering the power cost for participating Missouri 

municipals, while others like the IOUs and coops are continually 

experiencing rate increases.  NC2 is the first new Missouri 

municipal base load coal unit offering stability over the next 30+ 

years. The fleet of coal units will not only lower prices 

immediately, but continue to lower them over a much longer 

term.  Market prices of power and gas are projected to bounce 

back from the current softening of market prices because of the 

economy. But as the economy improves, market prices may 

quickly escalate.  The new base load projects will have the 

majority of the cost fixed for the next 30+ years and offer much 

greater stability. The coal fuel for these units historically has been 

much more stable than gas and oil prices, offering even more 

stability in fuel prices. 

 

Performance tests for NC2 have yielded better than projected 

results with improvements in heat rate, emissions and output. For 

example, the plant was able to increase net output from a 

projected 663 MW net to 682 MW net. These performance tests 

will all have long term benefits in providing stable, low cost 

power over many years. 

 

NC2 is only the beginning of an improving municipal outlook.  

On the horizon are Plum Point, Iatan 2, Prairie State and 

Springfieldôs Southwest 2 for baseload power available for 

Missouri and Arkansas municipals. With about 900 MW of new 

baseload coming on line by 2012 Missouri municipals will have 

more new clean efficient baseload coming on line. What is the 

next chapter in the new era for municipals? Maybe gas powered 

units, renewables, transmission, and  ??????  

 

That phase is just beginning.ƴ 

 

John Grotzinger 

Executive Director for  

Engineering & Operations 

  jgrotzinger@mpua.org 

 

 . . . Red Flag Workshop continued from page 1 

 

Realizing the need to help utilities find their compliance footing, 

MPUA developed and offered the workshop to municipal 

member utilities throughout the state. The full room of attendees, 

representing fourteen Missouri cities from as far away as 

Malden, verified the importance of providing this assistance.  

 

Rhonda Littrell, City Clerk from the City of Lake Lotawana 

shared, ñIt was worth our time to attend the Red Flag Workshop.  

Although I was originally led to believe our city would not need 

an identity protection plan, I discovered from attending the 

workshop we would need one. The sample of the plan was great, 

as I had to have the plan and ordinance ready for the Board to 

approve that same week.ò 

 

With the latest announcement from the FTC of another 

postponement of the deadline, municipals still have time to 

develop the policies and plans necessary for compliance. If  

assistance is needed, contact the MPUA office.ƴ   
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AmerenUE Asks PSC to  

Boost Electric Rates Again  
By Terry Ganey, July 25, 2009 

Columbia Daily Tribune 

Reprinted by permission 

 

AmerenUE filed a $402 million rate increase request with the 

Missouri Public Service Commission yesterday, saying it needed 

more money to cover higher fuel costs and to make service more 

reliable. 

 

The proposed rate increase of 18 percent would raise the charge 

for an average household by less than $15 a month. The utility 

calibrates an average household as one that uses about 1,100 

kilowatt hours of electricity per month. 

 

The rate request comes on the heels of the PSCôs approval of a 

$162.6 million increase in rates in January that raised an average 

customerôs bill by about $5.88 per month. 

 

ñOur current rates simply do not reflect the investments we have 

made and the costs we are incurring to deliver safe, reliable 

power to our customers,ò said Warner Baxter, AmerenUE 

president. 

 

ñWe know these rate increases create hardships for some of our 

customers, especially during this difficult economic period,ò 

Baxter added in a prepared statement. ñAs a result, we are taking 

proactive steps to reduce costs, launching energy-efficiency 

initiatives and providing several energy-assistance programs to 

help customers with their energy costs now and in the future.ò 

 

AmerenUE serves about 1.2 million electric customers, 

including about 2,000 in the unincorporated portion of Boone 

County and about 33,000 in the Boonville, Moberly and Mexico, 

Missouri region. 

 

The utility said in a prepared statement that about half the cost of 

the proposed rate increase was the result of charges from making 

the electrical system more reliable, covering higher financing 

expenses and increased generating costs. The other half is to 

cover higher fuel costs and to make up for less revenue coming 

in from AmerenUEôs sale of power to other utilities. 

 

AmerenUE says its rates are about 40 percent below the national 

average and more than 20 percent below rates of other investor-

owned utilities in Missouri. 

 

Data supplied by the utility said AmerenUE charges about 8 

cents per kilowatt hour for customers in St. Louis. If the entire 

rate increase were put into effect, the rate would go up to about 

9.5 cents. 

 

Customers of Columbia Water and Light currently pay about 

8.75 cents per kilowatt hour for the first 750 kilowatts and 11.81 

cents for the next 1,250 kilowatts. 

 

Kevin Kelly, a PSC spokesman, said the next step would be for 

the commission to set a deadline for those who would seek to 

become a party to the rate case. He said the PSC would then set 

a hearing schedule on the rate increase that would include 

opportunities for local public comment on the request. A final 

decision is expected in June 2010. ƴ 

 


