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L ast month, President Obama and his Administration proposed their budget for the 

Fiscal Year 2012 (beginning on October 1, 2011 and ending on September 30, 2012).  As 

an element of this budgeting process, The U.S. Environmental Protection Agency (EPA)  

published their Fiscal Year (FY12) Budget.  EPA has proposed both cuts and 

augmentations, some of which will have affects on the State of Missouri.  The most 

notable budget cut is that proposed to the stateôs Clean Water State Revolving Funds 

(CWSRF) program. 

 

Nationwide, the FY12 Budget cuts $550M from the CWSRF (from $2.1M [FY11 CR] to 

$1.55M). This represents a cut of 26.2% in the CWSRF Program. 

 

The Federal SRF Program cuts yield a decrease in the amount of funding available for 

Missouriôs SRF Fund in State FY13.  Missouri is a ñ2.8% SRF state.ò  This indicates that  

1.0% of the program rate is supplied by the Federal SRF base program (guaranteed to 

every State in the Union) and an additional 1.8% is based on a documented needs formula.                                

                                                                                                          . . . continued on page 6 
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The Federal Budgets  

& the Clean Water  

State Revolving Funds 

M PUA members will be briefed on potential 

new power resources which could be available in 

the near future to meet the needs of existing and 

potential new members of MJMEUC. 

 

In addition to the usual ongoing review of supply 

alternatives, in recent months MPUA staff has 

been investigating resources particularly suitable 

for the fifteen municipal utilities currently 

supplied by Sho-Me Electric Power Cooperative.  

Proposals submitted to this group of 

municipalities last year are being supplemented 

and updated this month.   

-MPUA Staff Contribution 

. . . continued on page 8 
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R andom thoughts cross my mind during long legislative 

hearings.  As I testified in Jefferson City last week for the 

nuclear power legislation and then listened to opponentsô 

testimony, I was struck by the familiarity of interests and 

arguments that clash time and again over utility rates and 

infrastructure investments.  Typically, superficial media reports 

christen one side as ñconsumer advocates,ò satisfied with the 

implication that their opponents are extortionist utilities or their 

lackeys.  More serious analysis usually reveals that the key 

competition is between consumers on two sides: todayôs 

ratepayers versus tomorrowôs.    

 

This tension is often less obvious, but still very real, in everyday 

financial and rate choices made by municipal utilities.  With 

investor owned utilities, there is the additional layer of 

controversy about allocating risks and costs between customers 

and shareholders.  When the cost of money is fairly evaluated 

though, the major and ultimate balancing of interests generally 

returns to todayôs rates versus tomorrowôs. 

 

Whether it is a matter of old power poles, aging power plants, or 

inadequate financial strength, the false savings of inadequate re-

investment to reduce future financial demands is a constant 

temptation.  In this period when so much national attention 

focuses on ballooning future budget obligations, bloated off-

budget obligations can be equally real and dangerous.  Rate 

increases are always unpleasant, so there is constant temptation  

to minimize and delay essential investment and cost recovery. 

But, undue delay is just a stealthy approach to borrow from 

future ratepayers.   

 

Although this can be shortsighted and expensive in the long run, 

the constituency for this false economy is clear: this monthôs 

ratepayers.  Most ratepayers verbalize a belief limited to today. 

Very few customers complain about rates that must increase a 

couple of years from now.   For some major industries which are 

able to move operations or investments to different locations, this 

can be a particularly tactical position to take.  Whether worrying 

about keeping their own doors open during hard times or just 

maximizing quarterly profits, some are conscious of their ability 

to move on to the next community if  their current utility is 

driven into the ground. 

 

All these considerations make it interesting, and often ironic, to 

watch how the ñconsumer advocateò label is claimed and used 

by activists and the media.  Legislators, too, are probably 

perplexed when consumers and consumer-owned utilities (both 

municipals and cooperatives) line up on one side of an issue but 

other consumer activists or their lobbyists line up in the other 

direction.  We presume everyoneôs good will and honest 

intentions, so what are policymakers to think of these strange 

alignments? 

The question brings to mind an insight from Upton Sinclair:  

ñIt is difficult to get a man to understand something when his 

salary depends upon his not understanding it.ò   Maybe it is 

worth considering what people have at risk when they testify.  

There are some advocates who worry about their job security if 

rates get consumers agitated.  Others only need to worry when 

consumers are satisfied that rates are remaining reasonable. 

 

Just a random thought.  And Upton Sinclair was undoubtedly a 

rabble-rouser.ƴ 

GENERAL MANAGERõS 
MEMO  

Duncan Kincheloe 
General Manager & CEO 

dkincheloe@mpua.org  

ADVOCATES FOR CONSUMERS 

TODAY AND TOMORROW 

Drinking Water  
Project Funding 

 

M issouriôs Drinking 

Water State Revolving Fund 

(SRF) has available funding 

and plenty of it, according to 

Mr. Joe Boland, Director of 

Missouriôs Financial 

Assistance Center.   

The September 2010 Drinking 

Water Intended Use Plan 

(IUP), the document that lays 

out how SRF monies will be 

disbursed, shows that there is a 

total of $20.5 million available 

for lending.   

The very small community set-aside (meant for communities of 

3,300 people or less) has $1.9 million in funding.   

The small community set-aside (for communities with 3,301 to 

9,999 people) has $3.7 million.   

The general fund for large communities still has $14.9 million 

for funding drinking water projects.   

If your municipality is on the Planning List, refresh your 

application.  Now is the time to receive Missouri SRF funding.ƴ 
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     THE LEGISLATIVE    
    REPORT 

Ewell Lawson  
Government Relations &  

Member and Finance Services 
elawson@mpua.org  

On Tuesday, February 22, 2011, the House Utilities committee 

passed overwhelmingly out of committee House Bill 124, a bill 

to authorize investor-owned utilities to recover in rates the costs 

of an early site permit from the U.S. Nuclear Regulatory 

Commission.   Electric utilities from all sectors, investor-owned, 

municipal, and cooperative, support the bill and see it as an 

important step for the State to signal support for a second nuclear 

power facility in the state. 

 

In a bipartisan vote, the bill passed first round committee 

approval 21-2 and is headed to the House floor.  One week prior, 

the committee heard testimony from Representative Jeanie 

Riddle, the billôs sponsor in the House from Fulton, who said that 

Missouri enjoys the 7th lowest energy rates in the nation, 

because of a strategic vision by past leaders. She indicated that 

HB 124 is an attempt to continue that approach for Missouri's 

future. She believes that nuclear energy is an option the state 

should take advantage of and obtaining an early site permit 

would be a step in that direction. 

 

Representative Riddle was joined in her testimony by a panel of 

CEOs representing each of the Stateôs electric supply sectors, 

including MPUAôs Duncan Kincheloe.  Also joining with 

favorable testimony were the Missouri Department of Economic 

Development; Mayor Charles Latham, Darrell Dunlap, and Bill 

Johnson representing the City of Fulton; and numerous others 

ranging from local chambers of commerce and community 

economic development partnerships to most of the Stateôs trade 

worker organizations. 

 

Arguments from opponents centered primarily on the 

immediate rate impact to consumers from this legislation, 

calculated to be less than $2 per year in investor-owned 

service territories only, and capping the costs recovered from 

rates in seeking the permit in a federal agency-driven process.   

Meanwhile in the Senate, Senator Mike Kehoe of Jefferson 

City has filed a new bill, SB 321, to replace his original bill, 

SB 50.  SB 50 is languishing in committee without a hearing 

after being referred to the Senate Veterans, Pensions, and 

Emerging Issues committee.   

 

The new bill strengthens the consumer protections already in 

SB 50 and HB 124, ensuring a hard cap on permit costs and a 

guaranteed return on ratepayer costs, with interest, if a plant is 

not built.  The additional measures were included as a result of 

negotiations between supporters and opponents. 

The next step in the Senate is to get a committee hearing.  

Efforts are underway get SB 321 assigned to the more 

appropriate Senate Commerce, Consumer Protection, Energy 

and the Environment Committee.   

 

DNR Wastewater Fee Extension 

Four bills (HB 89, Pollock-Lebanon; HB 97, Ruzicka-Mount 

Vernon; Nolte-Gladstone; and SB 158, Keaveny-St. Louis) 

have been introduced which would extend the fees for 

wastewater and water pollution control permits.  Of the four, 

HB 89 was heard in the House Tourism and Natural Resources 

Committee.  Representative Pollock explained that his bill was 

needed to maintain the Stateôs primacy over the 

implementation of the Clean Water Act (CWA).  State 

primacy allows us to make the federal law palatable to 

Missouri needs. 

 

In addition, moving this bill quickly reduces the potential that 

a court could be asked to shift regulation and enforcement of 

the Clean Water Act back to the Kansas City, KS office of the 

Environmental Protection Agency.  Relying on the EPA to 

administer the Act would undoubtedly slow down economic 

development and increase utility costs of compliance to the 

Act. 

 

The bill passed out of committee as HCS HB 89 and extended 

the fees until 2015. 

 . . . continued on page 16 

  

 

Nuclear Early Site Permit Legislation 
Passes House Committee 21-2;  

Other Municipal Utility Issues Filed 
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Floyd Gilzow  
COO, Missouri Association of Municipal 

Utilities  
fgilzow@mpua.org  

MEMBER SERVICES 

 

How You Can Help Control  
9ÏÕÒ #ÉÔÙȭÓ &ÕÔÕÒÅ 

 

W e often raise the banner of ñLocal Controlò when 
discussing the benefits of municipally owned utilities, but that 

lesson was powerfully driven home again as I visited recently 

with a former economic development recruiter who had worked 

with some of the nationôs largest companies. 

 

During our conversation I asked what handful of criteria were 

these companies seeking as they attempted to identify locations 

for new plants.  Pausing only a moment, he rattled off a list of 

eight or nine, with one really striking home:  ñDependable, 

affordable utilities.ò   

You already know that goal is sought by your existing 

residential, commercial and industrial customers.  Utilities are 

essential to our daily lives.   But while they are essential, your 

customers donôt want to pay a dime more than they have to.  

When companies are considering the investment of millions of 

dollars for construction or plant modifications and training of 

new workers, one of the key areas they look to are the utilities 

we provide today. 

 

They need to know that their factories and centers wonôt lose 

power at critical times costing them money and productivity.  

They need assurance that while you can provide water, 

wastewater treatment, natural gas, or electricity to meet todayôs 

demands, you are preparing to address their future growth in 

consumption.  They cannot afford to have their business growth 

held hostage to limitations on the availability of utilities.  And 

while no one can accurately forecast local utility rates a decade 

from now, they want assurances that your utility will be a good 

enough partner with them to help insure that new rates will not 

appreciably damage their competitiveness. 

 

Your economic development officials are already conducting 

SWOT (Strengths, Weaknesses, Opportunities, and Threats) 

evaluations of your community in order to promote it to 

potential businesses.  As utilities administrators, it may be 

beneficial to consider how your municipal utility is already 

addressing these categories while city leaders begin to prepare 

for those recruiting meetings.             . . . continued on next page 
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       North Kansas City, MO 816.221.6611 

 

STRENGTHS:  
ß In many cases the same local city leaders who will be 

recruiting new industry will be the same ones who will 

be making the policy decisions about how the local 

utilities can help meet their needs.  No reason to bring 

another entity into the discussion. 

 

ß Priorities will be consistent.  New businesses are recruited 

by local governments to help benefit their community.  

Outside utility providers may have a focus on how the 

new business will benefit their bottom line, or how they 

will maximize profits by slowing new demands. 

 

 

OPPORTUNITIES:  

ß Municipal Utilities have the unique legal power to craft 

rates that can benefit both the community and the new 

industry.  And because the authority to do so is local, 

the action can be taken quickly.  Several Missouri 

communities are currently exploring the implementation 

of so-called Economic Development Utility Rates in 

order to attract new job creating enterprises.   

 

ß Municipal Utilities alone have the flexibility to easily 

work with existing or new industries to maximize the 

use of existing utility services and lower costs.   A new 

processing plant needs to be able to draw hundreds of 

thousands of gallons of potable water from the local 

water system.  Working together, the two entities 

may be able to shift the time when the draw occurs. 

This would maximize unused capacity of the 

treatment plant during various times of the day,  

rather than expanding the size of the plant.  

Maximizing the use of system capacity can save 

existing and new customers money. 

 

THREATS:  

ß New environmental regulations challenge our way of 

conducting business, but thatôs true of every utility 

across the country.  MPUA offers training and our 

associate members offer services that help you meet 

the challenge. 

 

ßWe can focus so much on meeting todayôs challenges  

 that we donôt take the time to prepare for tomorrowôs 

challenges.  Demand for water, wastewater, natural 

gas and electric services will expand.  Being able to 

respond to those challenges in a timely manner is 

difficult when budgets are tight, and in some cases 

inadequate.  There is no better time than today to 

demonstrate that you are thinking about the uncertain 

future.  MPUA staff are available to help in that 

process.  Donôt hesitate to give me a call. 

 

WEAKNESSES:  

ßThe real weakness may be our inability to see the 

important role that our operations can play in 

recruiting new businesses, and as a result not be 

prepared to offer our assistance. 

 

Utility service isnôt the only issue that potential employers 

will look at, but they are one of the key issues.  On occasion 

utility directors may fall in the trap of seeing their operations 

either as a detriment to recruitment or not connected to the 

effort.  Instead we need to realize what incredible advocates 

and promoters of economic development we can be.  

Sometimes itôs just the way we present ourselves.ƴ 
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A forthcoming Federal Consent Order for the St. Louis 

Metropolitan Sewer District (MSD) may also have an impact 

on future SRF lists.  St. Louis MSD has only two projects 

valued at $3.27M on the Planning List.  It is unclear if, and 

how, the St. Louis MSD projects will impact Missouriôs future 

SRF lists.  Any potential  cuts to the Stateôs SRF Program by 

EPA will have profound impacts now, and may reach far into 

the future. 

 

A Monkey Wrench?  H.R.1 

 

On February 19, the U.S. House of Representatives passed 

H.R.1 which states its budget position for FY11.  Remember 

H.R.1 does not coincide with the Presidentôs proposed FY12 

budget.  H.R.1 impacts just the next seven months of federal  

government operations.  Unlike the FY12 budget, it proposes to 

make cuts to this yearôs Clean Water SRF Programs.  But, 

because Missouri did not budget much ($18.5M) for its Federal 

contribution in FY11, the Stateôs Intended Use 

Plan does not see a significant reshuffling as a 

result of the Continuing Resolution style of 

Federal budgeting.  In others words, Missouri 

did not count its Federal ñchicken before it 

hatched.ò 

 

H.R.1 proposes a cut of $700M to the Clean 

Water SRF (from $2,100M [FY11 CR] to 

$1,400M.  This represents a cut of 33.3% to 

the Program.  While these cuts are not 

summarized State by State, a computation can 

be made based on the budget cut percentages.  

This appears to be appropriate because this is 

the formula EPA used when it addressed the 

Presidentôs FY12 Budget.  H.R.1, if 

authorized, would reduce the Missouriôs Clean 

Water SRF Program from $57.05M to 

$38.05M. 

 

As you can see, the push-back of projects on 

the Missouri CWSRF list is determined by the 

Federal budget process.  The most pressing 

variable is the Continuing Resolution for the 

Federal FY11 budget.  After this issue is 

resolved, a clearer one-year picture will be 

seen.  The Administration must now negotiate 

with the U.S. Congress on the Nationôs budget 

for FY12.  It is anyoneôs guess, how this will turn out.   

 

We will be sharing concerns with our congressional delegation 

on the need to minimize reductions in the program as EPA  

implements new regulations on wastewater treatment plants 

and the administration proposes increases in EPA enforcement 

actions.  

 

Stay tuned to the Alliance Advantage for the effect of the 

Federal budgeting progress and its impact on the State of 

Missouri next monthƴ 

 . . . Federal Budgets continued from page 1 

 

Clean Water SRF Program 

 

The Stateôs FY12 proposed Intended Use Plan (IUP) [released 

1/28/11] has $142.80M in projects that are ñready to goò for both 

FY12 and FY13.  The FY12 projects are listed in their fundable 

positions with eleven funded.  A total of $41M is slated for use 

with a balance forward of $0.8M for FY13.  Missouri, owing to 

the uncertainty of the Federal Budget, inserted only $18.5M as 

the Federal contribution for FY11.  The current list of projects 

that would be funded in FY13 are labeled in the FY12 IUP as 

Fundable Contingency Projects.  There are three communities / 

services areas on the list including:  City of New Franklin for 

$1.96M; Kansas City for $10.63M; and Little Blue Valley Sewer 

District for $85.43M. 

 

The current Fundable Contingency Projects total $98.02M.  If the 

proposed budget holds firm, and Missouriôs SRF 

funding remains cut to $42.11M, it will take 

until State FY14 to fully fund the projects on the 

IUPôs Fundable Contingency List.  No other 

projects will be funded.  Unfortunately for the 

above-mentioned projects, the next project on 

the list is Cape Girardeau for $70.00M.  Cape 

Girardeau has more priority points than all three 

of the projects on the FY12 Fundable 

Contingency List and could potentially jump to 

#1 on the list.  It currently lacks an Approved 

Debt Instrument.  This community plans to have 

an election in April 2011 to approve bonded 

indebtedness for the sewer project.   If it passes, 

the State would be obligated (in the mid-

calendar year 2011) to move Cape Girardeau 

into the top spot on the State FY13 IUP.  

Overall, this creates a situation in which the four 

above-mentioned projects (expected to cost a 

total of $168.02M) could take all the SRF 

monies until Missouri State FY15. 

 

In addition to the Cape Girardeau project there 

are two additional projects on the FY12 IUP as 

Contingency Projects.  These are:  Rock Creek 

Public Sewer District for $4.39M and the City of 

Naylor for $0.2M. The two projects would have 

to wait until State FY16 for funding. 

 

There are currently 95 projects on the State IUP Planning List 

requesting $423.09M.  If no new projects were added to the list 

and the Federal contribution to the budget remains static at 

$42.11M, it will take until State FY22 to fund the existing 

projects. 

 

The projects on the Planning List will be heavily impacted by the 

recent Federal Consent Order for the City of Kansas City.  

Kansas City has nine projects estimated at $55.17M on the 

Planning List.  The priority points for their projects will greatly 

influence the ranking of all of the Stateôs future projects. 

If the Presidentôs budget 

holds firm, and 

Missouriôs SRF funding 

remains cut to $42.11M, 

it will take until State 

FY14 to fully fund the 

projects on the IUPôs 

Fundable Contingency 

List.  No other projects 

will be funded. 
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     REGULATORY LAW  
                  NEWS 

 Doug Healy  
MPUA General Counsel 

dhealy@mpua.org  

T he Missouri Public Service Commission (PSC) has a new 

chairman with the appointment of Kevin Gunn to the position.  

Former Chairman Robert Clayton stepped down from the Chair 

position after completing goals that he had set for the PSC, 

allowing an opportunity for Chairman Gunn to assume leadership 

at the Commission.  Commissioner Clayton will remain a 

member of the PSC. 

 

The PSC also approved an increase in the rates of Atmos Energy 

Corporation (Atmos) through an ISRS charge (infrastructure 

system replacement surcharge).  Atmos will be increasing its 

rates by an average of $0.68 per month for residential customers 

in its northeast customer service area, by $0.23 in its southeast 

customer service area, and by $0.22 in its western customer 

service area.  

 

The PSC also adopted rules to encourage investor owned utilities 

to make additional investments in energy efficiency.  These rules 

will allow utilities to recover the expenses related to energy 

efficiency programs outside of rate cases.  The PSC, through a 

contract with KEMA, is currently analyzing the potential of 

demand side energy efficiency markets in Missouri. 

 

In December, I told you about the new multi-value projects that 

were recently approved by the Federal Energy Regulatory 

Commission (FERC) for use in the Midwest Independent 

Transmission System Operator (MISO).  In response to this, 

several U.S. Senators have proposed a bill that would effectively 

bar such rules or tariffs unless FERC would make a finding that 

such allocation of benefits matched the costs to the region 

paying the costs.   

 

We have also been monitoring the implementation of the Frank-

Dodd Act (Act) by the CFTC (Commodities Future Trading 

Commission).   This Act could possibly have major 

ramifications on the energy sector, as rules are currently being 

considered that would require many utility transactions to be 

classified as financial transactions subject to additional 

regulation by the CFTC.  Recently, some encouraging news has 

been forthcoming, as the Chair of the CFTC indicated in 

Congressional testimony that he did not believe it was the job of 

the CFTC to regulate end-users of commodities such as energy, 

but to focus on transactions between financial companies.   

 

Additionally, testimony was recently offered on behalf of all 

electrical utilities, including APPA, demonstrating how 

application of these rules to utilities would cause a significant 

financial burden on the customers of the utility.  We will 

continue to work through APPA and others to make the point 

that municipal utilities should be exempted from any rules that 

enable the Act. 

 

In late January, the Transmission Access Policy Group (TAPS) 

met with FERC Commissioners, advisors, and planning and cost 

allocation personnel from FERC.  At those meetings, TAPS 

members and attorneys were able to stress the problems that 

were occurring as a result of leaving transmission planning 

solely to transmission providers.  Another topic that was 

discussed was the over-incentivizing of transmission projects, 

particularly return on equity.  One idea that was offered was that 

incentives should not be offered on transmission projects where 

transmission dependent utilities are not allowed to participate.   

Of some significance, it appears that FERC staff was very 

interested in the TAPS argument that while transmission 

planning is essential, so is follow-up to make sure that needed 

transmission upgrades are made in a timely and economic 

fashion.  Not surprising, it was also noted that while the right of 

first refusal (i.e. the transmission owner always having the first 

right to build transmission assets, but not the exclusive right) has 

been discussed at FERC, many transmission owners are still 

quite resistant to giving up their exclusive rights to build 

transmission lines in their service territories without also 

receiving incentives to do so.ƴ 
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 . . . Briefing on Power Supply Sources continued from page 1 

 

At this monthôs March 10 MPUA board meetings, MJMEUC 

directors will be briefed on the results of this work.  Information 

will be of interest to any municipal utility that may be interested 

in additional resources.  Although no confidential terms of  offers 

will be covered in the briefing, member utilities will be able to 

follow up afterward with individual discussions.  Some of the 

opportunities have already been discussed with members that 

have previously expressed interest, including the MoPEP Pool.   

 

 The March 10 briefing will also review topics and opportunities 

that could arise from the MJMEUC operation of one or more 

power pools in addition to MoPEP.  Benefits and requirements of 

multiple pools will be reviewed to facilitate discussion and 

questions.  No decisions on these topics are expected at the 

meeting, but all interested municipal representatives are 

encouraged to attend and participate.   

 

The south-central Missouri municipalities that received notice 

from Sho-Me last year have been investigating opportunities 

collectively as the Mid-Missouri Municipal Power Energy Pool.. 

Other MJMEUC members, such as Prairie State participants, 

may also identify opportunities that complement current plans 

and resources. 

 

The March 10 board meetings of MJMEUC, the Missouri 

Association of Municipal Utilities and the Missouri Gas 

Commission will also be receiving updates respectively on 

proposed changes to air and water regulations, the water fee 

bill for the Department of Natural Resources, and final 

planning for Gas Operator Training in 2011. ƴ 
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necessary calculations, as well as a copy of their local rates if 

they are not entirely familiar with them. 

 

Cities should consider sending staff that develop, review or 

recommend electric rate changes. There is no charge for this 

workshop and lunch will be provided. 

 

The event will be held  from 10 a.m. to 2 p.m. at the MPUA 

offices in Columbia. On April 19.  Space is limited for each 

session, but we will schedule as many sessions as it takes to 

accommodate everyone.  Please feel free to register as many 

people from your staff that need to attend this workshop.ƴ 

 

 

UPDATE: The April 19th  and April 20th classes 

are filled.  

We will schedule  another session as needed. 

Please contact Eve Lissk (elissik@mpua.org) 

ASAP concerning  

your interest for a additional session.  

  

M PUA is sponsoring a  Billing and Rate Analysis Workshop 

to help prepare MoPEP cities with planning for the transition to 

MJMEUC power plant ownership over the next several years.  

As the pool moves from using market purchased power to 

MJMEUC generated power, wholesale electric power costs for 

cities will be driven more by capacity costs than by energy costs. 

This shift can have a significant impact on your retail rate design. 

 

Participants in the session will be using wholesale power supply 

cost  data from their own city to help determine how well their 

current retail rates will generate the necessary revenue and what 

rate modifications might be advisable.  Those attending should 

bring either a calculator or a laptop computer to perform the 

Learn How to Keep Your Electric Rates 
Up To Date 

Workshop Scheduled for MoPEP Members 

-MPUA Staff Contribution 


