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The Missouri Senate is debating proposed legislation that could adversely affect consumers statewide. SB 228 would finance the costs of multi-million dollar power plants well before those plants are finished or producing electricity. This type of financing is called “construction work in progress” or CWIP. AARP Missouri is opposed to such legislation that would allow electric companies to begin raising electric rates to pay for such projects that fundamentally tilts the ratemaking system against consumers.


In 1976, Missouri voters passed, by a two to one margin, the Anti-CWIP Law (393.135 RSMo). Voter response 30 years ago was not based on anti-nuclear sentiments, but rather on the principal that it is unfair to charge a consumer for costs related to a plant that is not yet operational. AARP still agrees with this assessment. 


Specifically, while AmerenUE is leading the charge for CWIP, Missourians should understand that if this law is enacted, any utility in the state could use it to increase rates for the consumers in their service area. That is why we should all be concerned and watchful of this proposed legislation.


Here are a few definitive reasons for our legislators not to pass this bill:

· Rates would be dramatically raised during construction periods. According to the Office of the Public Counsel, CWIP charges for a $6 billion plant would raise rates by 29% even before it is proven that such a plant can provide service. For a $10 billion plant, rates could rise by over 40% during construction. These costs would be on top of the significant electric rate increases expected in the next few years – and on top of the fuel adjustment clause and other recently enacted surcharges.
· The Public Service Commission (PSC) would dramatically lose control of accountability and oversight. Hindsight tells us that much of the blame for the financial market meltdown falls on regulators who had neither the authority nor tools to address problems that arose. SB 228 would tie the hands of the PSC regarding electric rates, regardless of future events.
· CWIP would remove incentives for cost overruns and force consumers to pay the costs of a cancelled plant.


For these reasons – and many more – CWIP would be bad business for consumers. That lesson has been learned in Florida, where due to upfront CWIP payments for two proposed nuclear power plants, consumer rates have increased by 11 percent. 


Please join AARP Missouri in defeating SB 228. Consumers are currently struggling to pay mortgages, facing lay-offs and wage cuts, and do not need the extra burden of paying for higher electric bills far sooner than the law allows. Contact your state senator and let him/her know that this legislation would have disastrous effects on all Missourians and should not be enacted into law.
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