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The Federal Budgets
& the Clean Water
State Revolving Funds

Phil Walsack
Magr. of Environmental Services
pwalsack@mpua.org

L ast month, President Obama and his Administration proposed their budget for tt
Fiscal Year 2012 (beginning on October 1, 2011 and ending on September 30, 2012).

an element of this budgeting process, The U.S. Environmental Protection Agency (EP.
published their Fiscal Year (FY12) Budget. EPA has proposed both cuts an
augmentations, some of which will have affects on the State of Missouri. The mo:
notabl e budget cut is that proposed to
(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

Mi ssouri s SRF Fund in State FY13. Mi s

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

every State in the Union) and an additional 1.8% is based on a documented needs form
... continued on pag6

Briefing on Available
Power Supply Sources G
March 10 Board Agenda

-MPUA Staff Contribution

M PUA members will be briefed on potenti
new power resources which could be available
the near future to meet the needs of existing a
potential new members of MIMEUC.

In addition to the usual ongoing review of suppl
alternatives, in recent months MPUA staff ha
been investigating resources particularly suitab
for the fifteen municipal utilities currently
m%dpﬁied by Shdvie Electric Power Cooperative.
Proposals submitted to this group o
municipalities last year are being supplemented
and updated this month.
. .. continued on page 8
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; to move on to the next community if their current utility is
M A N A G EdRerﬁ]to@e ground.

All these considerations make it interesting, and often ironic, to
watch how the fAconsumer advo
by activists and the media. Legislators, too, are probably
perplexed when consumers and consuavened 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

GENERAL
MEMO

Duncan Kincheloe
General Manager & CEO
dkincheloe@mpua.org

direction. We presume ever
intentions, so what are policymakers to think of these strange
alignments?
ADVOCATES FOR CONSUMERS The question brings to mind an insight from Upton Sinclair:
Alt is difficult to get a ma
TODAY AND TOMORROW sal ary depends upon hMage ihit

worth considering what people have at risk when they testify.
There are some advocates who worry about their job security if
R ) ] o rates get consumers agitated. Others only need to worry when
andom thoughts cross my mind during long legislative consumers are satisfied that rates are remaining reasonable.
hearings. As | testified in Jefferson City last week for the
nuclear power legislation angstalrdh@o tholights Al Uk Sinkld wa® dhdolofe@iyal
testimony, | was struck by the familiarity of interests and rappler ouser . y
arguments that clash time and again over utility rates and
infrastructure investments. Typically, superficial media reports
christen one side as fAconsumeT advocates, 0 satisfired—wit
implication that their opponents are extortionist utilities or their
lackeys. More serious analysis usually reveals that the key

competition is between <consumers onDrlﬂlﬁmgwaI@rs: todayods
ratepayers versus tomorrowo0s. ProjectFunding

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

financial and rate choices made by municipal utilities. With M _ o

investor owned utilities, there is the additional layer of Issouri1 0sS C

Water State Revolving Fund
(SRF) has available funding
and plenty of it, according to
_Mr. Joe Boland, Director of
Mi ssour i 6s F i
Assistance Center.

controversy about allocating risks and costs between customer
and shareholders. When the cost of money is fairly evaluate
though, the major and ultimate balancing of interests generally
returns to todayb6s rates vers

Whether it is a matter of old power poles, aging power plants, or
inadequate financial strength, the false savings of inadequate r
investment to reduce future financial demands is a constan
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. Rat
increases are always unpleasant, so there is constant temptati
to minimize and delay essential investment and cost recovery.
But, undue delay is just a stealthy approach to borrow from
future ratepayers.

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.

Thevery small community setaside (meant for communities of

Although this can be shortsighted and expensive in the long run,3’300 people or less) h&s.9 million in funding.

the constituency . for ot h is fa ITh%Snallecgnﬂnﬂn(?tﬂ}étasibes(for thwﬁ\%i‘iie:s with @,éofto m
ratepayers. Most ratepayers verbalize a belief limited to today.9 999 people) has3.7 million

Very few customers complain about rates that must increase a’ ' '

couple of years from now. For some major industries which areThe general fund folarge communities still has$14.9 million

able to move operations or investments to different locations, this¢,, funding drinking water projects.

can be a particularly tactical position to take. Whether worrying

about keeping their own doors open during hard times or justif your municipality is on the Planning List, refresh your
maximizing quarterly profits, some are conscious of their ability a pp | i cati on. Now is the ti me
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Arguments from opponents centered primarily on the
immediate rate impact to consumers from this legislation,
calculated to be less than $2 per year in investared
service territories only, and capping the costs recovered from
rates in seeking the permit in a federal ageaiiyen 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 LEGISLATIVE
REPORT .

Government Relations &
Member and Finance Services
elawson@mpua.org

The new bill strengthens the consumer protections already in

Nuclear Ear|y Site Permit Legis|ation 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
Passes House Committee %. not built. The additional measures were included as a result of

. o : negotiations between supporters and opponents.
Other Mun|C|paI Utlllty Issues Filed The next step in the Senate is to get a committee hearing.

Efforts are underway get SB 321 assigned to the more
On Tuesday, February 22, 2011, the House Utilities committeeappropriate Senate Commerce, Consumer Protection, Energy
passed overwhelmingly out of committee House Bill 124, a bill and the Environment Committee.
to authorize investeowned utilities to recover in rates the costs
of an early site permit from the U.S. Nuclear Regulatory DNR Wastewater Fee Extension
Commission. Electric utilities from all sectors, investamed, Four bills (HB 89, Pollock ebanon; HB 97, RuzickMount
municipal, and cooperative, support the bill and see it as anVernon; NolteGladstone; and SB 158, Keave8y Louis)
important step for the State to signal support for a second nucleahave been introduced which would extend the fees for
power facility in the state. wastewater and water pollution control permits. Of the four,
HB 89 was heard in the House Tourism and Natural Resources
In a bipartisan vote, the bill passed first round committee Committee. Representative Pollock explained that his bill was

approval 212 and is headed to the House floor. One week prior,ne e d e d to mai nt ai n t he St ¢
the committee heard testimony from Representative Jeanieimplementation of the Clean Water Act (CWA). State
Riddle, the billds sponsor i nprimdce allbvesuus ¢o rhakeo the fEdedalt lawnpalatable oto s

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

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

HB 124 is an attempt to continue that approach for Missouri's In addition, moving this bill quickly reduces the potential that

future. She believes that nuclear energy is an option the stata court could be asked to shift regulation and enforcement of

should take advantage of and obtaining an early site permitthe Clean Water Act back to the Kansas City, KS office of the

would be a step in that direction. Environmental Protection Agency. Relying on the EPA to
administer the Act would undoubtedly slow down economic

Representative Riddle was joined in her testimony by a panel ofdevelopment and increase utility costs of compliance to the

CEOs representing each of t hadct. St ateds electric supply se

including MPUAOG s Duncan Ki nchel oe. Al so joining wi t h

favorable testimony were the Missouri Department of Economic The bill passed out of committee as HCS HB 89 and extended

Development; Mayor Charles Latham, Darrell Dunlap, and Bill the fees until 2015.

Johnson representing the City of Fulton; and numerous others ... continued on page 16

ranging from local chambers of commerce and community

economic devel opment partnerships to most of the Stateds

worker organizations.

ID-AMERICA
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MEM BER SERV'CES 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 donot want to pay
Floyd Gilzow When companies are considering the investment of millions of
COO, Missouri Association of Municipal dollars for construction or plant modifications and training of
Utilities new workers, one of the key areas they look to are the utilities
we provide today.

fgilzow@mpua.org

They need to know that their
power at critical times costing them money and productivity.
They need assurance that while you can provide water,

HOWYOUC&I’]HE|pCOI’]U‘O| wastewater treatment, natural
91 ("j O #E (’j Ué o & @@a@s@g& are preparing to address their future growth in

consumption. They cannot afford to have their business growth
W held hostage to limitations on the availability of utilities. And
e of ten rai se t he banner

whibe fo o?]e can Caccqratelytfgr%c?st I%c:fll 8ti|ity es, ahdecade
from now, they wanf assurafces tha your utility will be a good

enough partner with them to help insure that new rates will not
appreciably damage their competitiveness.

discussing the benefits of municipally owned utilities, but that
lesson was powerfully driven home again as | visited recently
with a former economic development recruiter who had worked

with some of the nationés Iargest conaganies... .
our~economic development™ officials are already conducting

During our conversation | asked what handful of criteria were SWOT (Strengths, Weaknesses, Opportunities, and Threats)

these companies seeking as they attempted to identify Iocationgv""lua.tIons qf your commun_l'gy n ordgr_ to prom_ote It to

for new plants. Pausing only a moment, he rattled off a list of poten_tlgl busmess_es. As utilities ad_njlnlstrat_o_rs, . it may be

ei ght or ni ne, with one rea len}?ﬂm% EO rcci)n%dlern gqu el rrmé”?'c'pal UH“He'?P aér%agya

affordable utilities. o addressing the_s_e categ_ ies while city Iea_ders begin'to prepare
' for those recruiting meetings . .. continued on next page
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STRENGTHS:

3 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.

3 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:

3 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.

1 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

More Than‘“ 000 Products In Inventory

Over 100 Manufacturers
Represented In Our Cataloy

And More...
= ¥ - HI-LINE UTILITY SUPPLY CO.
HI-LINE  g09-323-6606 847-488-1285 fax
N Wwww.hilineco.com

Tool Sales & Repair - Rubber Testing - Fiherglass Restoration - Custom Grounds & Jumpers

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:

3 New environmental regulations challenge our way of
conducting business, but
across the country. MPUA offers training and our
associate members offer services that help you meet
the challenge.

t

BRWe can focus so much on
that we dondét take the
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. Dondét hesitate

me
tior

t

WEAKNESSES:

3 The 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 isnoé6t the on
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 itbds just the way w

SHAFER, KLINE & WARREN, INC.

Forming Partnerships. Delivering Results.

North Kansas City, MO 816.221.6611
Macon, MO 660.385.6441
Chillicothe, MO 660.646.9788
Columbia, MO 573.442.4537
www.skw-inc.com

®

Engineers | Land Surveyors | Land Planners
Landscape Architects Construction Observers




.. . Federal Budgets continued from page 1 A forthcoming Federal Consent Order for the St. Louis
Metropolitan Sewer District (MSD) may also have an impact
Clean Water SRF Program on future SRF lists. St. Louis MSD has only two projects
valued at $3.27M on the Planning List. It is unclear if, and
The Stateds FY12 proposed I ntpegnyded phsestPl anpyu( kURNsDI b?()?@§
1/28/11] has $142.80M in proj gRFs |{Rats ar enfr epdptye nttd a900

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

with a balance forward of $0.8M for FY13. Missouri, owing to
the uncertainty of the Federal Budget, inserted only $18.5M as A Monkey Wrench? H.R.1
the Federal contribution for FY11. The current list of projects
that would be funded in FY13 are labeled in the FY12 IUP as g February 19, the U.S. House of Representatives passed
Fundable Contingency Projects. There are three communities /4 R 1 which states its budget position for FY11. Remember
services areas on the list including: City of New Franklinfor 4 R. 1 does not coincide with
$1.96M; Kansas City for $10.63M; and Little Blue Valley Sewer pydget. H.R.1 impacts just the next seven months of federal
District for $85.43M. government operations. Unlike the FY12 budget, it proposes to
) ] make cuts to this yeards Cl e
The current Fundable Contingency Projects total $98.02M. If the pecause Missouri did not budget much ($18.5M) for its Federal
proposed budget holds firm and _MissoykiOsh$RiFon in FY11,
funding remains cut to $42.11M, it will take Plan does not see a significant reshuffling as a
until State FY14 to fully fund the projects on th result of the Continuing Resolution style of

lUP6s Fundable Conti Negderd® BuflgBting. In others words, Missouri
projects will be funded. Unfortunately for th did not count its Fed

abovementioned projects, the next project g o iched . o
the list is Cape Girardeau for $70.00M. Caj 't the Presi ¢

Girardeau has more priority points than all thra@e¥e) (s SRil{s 1416 H.R.1 proposes a cut of $700M to the Clean
of the projects on the FY12 Fundablissss s Water SRF (from $2,100M [FY1l CR] to
Contingency List and could potentially jump t@1Y/ NIRRT 0 BV RGN B0 BKSS $1,400M. This represents a cut of 33.3% to

#1 on the list. It currently lacks an Approve rermain tto $42.11M the Program. While these cuts are not

indebtedness for the sewer project. If it pass itwill take until State This appears to be appropriate because this is
the State would be obligated (in the miGE=VZE fully fund the the formula EPA used when it addressed the

calendar year 2011) to move Cape Girarde President ds FY1?2 Bud
into the top spot on the State FY13 IURENSNNEN-SRE- N 2 ut hor . zed, would redu
Overall, this creates a situation in which the fo Water SRF Program from $57.05M to
abovementioned projects (expected to cost EleEle][CN®Lelpiilae[=1[53Y $38.05M.

total of $168.02M) could take all the SRS :
monies until Missouri State FY15. List. No other prOJeCtS As you can see, the pu.bhck of projects on

the Missouri CWSREF 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 ongear picture will be
seen. The Administration must now negotiate
with the U.S. Congress

) ] o for FY12. It is anyoneds gue
There are currently 95 projects on the State IUP Planning List

requesting $423.09M. If no new projects were added to the list e will be sharing concerns with our congressional delegation
and the Federal contribution to the budget remains static atop the need to minimize reductions in the program as EPA
$42.11M, it will take until State FY22 to fund the existing jmplements new regulations on wastewater treatment plants
projects. and the administration proposes increases in EPA enforcement

) _ _ ) o actions.
The projects on the Planning List will be heavily impacted by the

recent Federal Consent Order for the City of Kansas City. Stay tuned to theAlliance Advantagefor the effect of the

Kansas City has nine projects estimated at $55.17M on the Federal budgeting progress and its impact on the State of
Planning List. The priority points for their projects will greatly Mi ssouri next mont h

influence the ranking of all of the Stateds future project

In addition to the Cape Girardeau project theg will be funded.

are two additional projects on the FY12 IUP :
Contingency Projects. These are: Rock Cre
Public Sewer District for $4.39M and the City @
Naylor for $0.2M. The two projects would hav
to wait until State FY16 for funding.



REGULATORY LAW
NEWS

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

Doug Healy contract with KEMA, is currently analyzing the potential of
MPUA General Counsel demand side energy efficiency markets in Missouri.
K dhealy@mpua.org

In December, | told you about the new muiéilue projects that
were recently approved by the Federal Energy Regulatory
Commission (FERC) for use in the Midwest Independent
The Missouri Public Service Commission (PSC) has a new Transmission System Operator (MISO). In response to this,
chairman with the appointment of Kevin Gunn to the position. Séveral U.S. Senators have proposed a bill that would effectively
Former Chairman Robert Clayton stepped down from the ChairPar such rules or tariffs unless FERC would make a finding that
position after completing goals that he had set for the PSC,Such allocation of benefits matched the costs to the region
allowing an opportunity for Chairman Gunn to assume leadershipPaying the costs.
at the Commission. Commissioner Clayton will remain a

member of the PSC. We have also been monitoring the implementation of the Frank
Dodd Act (Act) by the CFTC (Commodities Future Trading
The PSC also approved an increase in the rates of Atmos Energ§rommission). This Act could possibly have major

Corporation (Atmos) through an ISRS charge (infrastructure ramifications on the energy sector, as rules are currently being
system replacement surcharge). Atmos will be increasing itsconsidered that would require many utility transactions to be
rates by an average of $0.68 per month for residential customer§lassified as financial = transactions subject to additional
in its northeast customer service area, by $0.23 in its southeasiégulation by the CFTC. Recently, some encouraging news has

customer service area, and by $0.22 in its western customeP€en forthcoming, as the Chair of the CFTC indicated in
service area. Congressional testimony that he did not believe it was the job of

the CFTC to regulate erusers of commodities such as energy,
_ but to focus on transactions between financial companies.

VT - - SR

= RIC mon ; ' Additionally, testimony was recently offered on behalf of all
‘, . J /' AT electrical utilities, including APPA, demonstrating how
s Contract sew'ces i ;;Zf‘; s 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 tha
were occurring as a result of leaving transmission planning
solely to transmission providers. Another topic that was
discussed was the ovarcentivizing 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 follewp 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 stil
quite resistant to giving up their exclusive rights to build

transmission lines in their service territories without also

receiving incentives to do so




. Briefing on Power Supply Sources continued from page 1The March 10 board meetings of MIJMEUC, the Missouri
Association of Municipal Utilities and the Missouri Gas

At this monthdéds March 10 MP U@ommissianr vdll alsoebe trecaivimg ypdatiek] rvspedti@ely on
directors will be briefed on the results of this work. Information proposed changes to air and water regulations, the water fee
will be of interest to any municipal utility that may be interested bill for the Department of Natural Resources, and final
in additional resources. Although no confidential terms of offerspl anni ng f or Gas Operator Tr a
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 MIJMEUC operation of one or more
power pools in addition to MOPEP. Benefits and requirements of

Transformer O1l Maintenance Analysis
Wastewater Sampling Services

multiple pools will be reviewed to facilitate discussion and , Analytical Services

guestions. No decisions on these topics are expected at th 7

meeting, but all interested municipal representatives are

encouraged to attend and participate. PDC Laboratoties, Inc. Servicing municipalities throughout the area
3278 Morth Huwy 57 and mndustry throughout the country.
Florissant, MO 53033 Let our expertise work for you.

The soutkcentral Missouri municipalities that received notice
from SheMe last year have been investigating opportunities

. . . . .. Phone: 3144320850 FDC
collectively as the MieMissouri Municipal Power Energy Pool.. Fax 3144324977 Over 80 Years Strong
Other MJMEUC members, such as Prairie State participants, Email: kearnart@pdelab.com o o gctab com www transformeranalysis. com

may also identify opportunities that complement current plans
and resources.

DEPENDABILITY
IS OUR STHONGEST
CONNMODITY.

The Energy Marketing and Trading Group of Westar Energy is
honored to work with the Missouri Public Utility Alliance as a
strategic, dependable partner serving the energy needs of Missouri,
Arkansas, Kansas and the members of the Missouri Public Energy
Pool by providing reliable energy management services.

iAV_(/_-gst—ar Energy.

Doing whatever it takes
to generate strong connections.

For more information about Westar Energy, visit www.WestarEnergy.com.
PO. Box 889, Topeka, KS 66601 (785) 575-8078




Learn How to Keep Your Electric Rates
Up To Date

Workshop Scheduled for MOPEP Members

-MPUA Staff Contribution

I\/I PUA is sponsoring a Billing and Rate Analysis Workshop

to help prepare MoPEP cities with planning for the transition to
MJIMEUC 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 whd

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 t
accommodate everyone. Please feel free to register as man

people from your staff that n
~ a
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.

it

rate modifications might be advisable. Those attending should
bring either a calculator or a laptop computer to perform the



