
Mr. Harvey G. Hubbs 
Secretary 

..EReMIAH·C. FiNNeGAN 
A~YATI..AW 

4041i1l"'iiNNNIIYL v-. lliii..IITl!! :IIClCl 
I<ANIIAlll CITY,~ 114111 

(m11!i!J ?SI-111iii! 

January 9, 1989 

Missouri Public Service Commission 
P.O. Box 360 
Jefferson City, Missouri 65102 

Re: Case No. H0-86-139 
Kansas City Power & Light Company 
Steam Service 

Dear Mr. Hubbs: 

Enclosed herewith find an original and 15 copies of an 
Application To Intervene to which is attached a Response To 
Report of Kansas City Power & Light Regarding Its Good Faith 
Efforts To Sell Its Kansas City, Missouri, Steam Distribution 
System. Please file and call to the immediate attention of the 
Commission as time is of the essence. 

I have mailed a copy to all parties of record. 

JDFljt 



BEFORE THE PUBLIC SERVICE COMMISSION 
OF THE STATE OF MISSOURI 

In the matter of the investigation of 
steam service rendered by Kansas City 
Power & Light Company 

Case No. H0-86-139 

APPLICATION TO INTERVENE 

COMES NOW Kinetic Energy Development Corporation (Kinetic) 

and requests leave to intervene in the above entitled proceedings 

pursuant to 4 CSR 240-2.110. In suppo;· t of its Application, 

Kinetic states as follows: 

1. Kinetic is a Missouri corporation with offices at 712 

N. 2nd Street, Suite 210, St. Louis, Missouri 63102. 

2. All correspondence, communications, orders and 

decisions in this matter should be addressed as follows: 

W.T. Schmidt, President 
Kinetic Energy Development Corporation 
712 N. 2nd Street, Suite 210 
St. Louis, Missouri 63102 

and 

Jeremiah D. Finnegan 
Attorney at Law 
4049 Pennsylvania, Suite 300 
Kansas City, Missouri 64111 



by the end of 1990. 

6. That Kinetic disputes KCPL's conclusions that its 

effort to sell such system to Kinetic have failed as the attached 

Response to KCPL's Report discloses. See Attachment "A" hereto. 

7. That Kinetic stands ready, willing and able to purchase 

the steam distribution system and operate as a steam utility in 

the Kansas City area. 

8. That Kinetic as a prospective purchaser of the steam 

distribution system has an interest different than that of the 

general public. 

9. That permitting Kinetic to respond to KCP&I.'s Report 

and participate in this proceeding 

interest. 

would serve the public 

10. That since no hearing dates have been set sucl1 

intervention request is timely, however, if it is considered 

late-filed it should be granted for good cause shown, i.e., the 

filing of a Response to KCPL's Report disputing that negotiations 

to sell the distribution system have failed and to allow the 

Commission to determine whether Kinetic ill a ready. willing aoo 

able purcba8<1lr. 

~RE. for tbe re&e<Xllll, Kinetic r~.\UIU~ts that 

tbe Commissi<Xl hu~ue its Order Kinetic to interv~ 

and h• tbe 



ATTORNEY FOR KINETIC ENERGY 
DEVELOPMENT CORPORATION 

CERTIFICATE OF SERVICE 

I hereby certify that ~~fOPY of the foregoing was mailed to 
all parties of record this ~day of January, 1989. 



BEFORE THE PUBLIC SERVICE COMMISSION 
OF THE STATE OF MISSOURI 

In the matter of the investigation of 
steam serviue rendered by Kansas City 
Power & Light Company 

Case No. H0-86-139 

RESPONSE TO REPORT OF KANSAS CITY POWER & LIGHT 
REGARDING ITS GOOD FAITH EFFORTS TO SELL ITS 

KANSAS CITY, MISSOURI STEAM DISTRIBUTION SYSTEM 

On December 30, 1988, Kansas City Power & Light (KCP&L) 

filed a Report in this cause in which it concluded that its 

efforts to sell its Kansas City, Missouri steam distribution 

system to Kinetic Energy Development Corporation (Kinetic) had 

failed and declared that it would terminate public utility steam 

service on December 31, 1990. Kinetic disputes KCP&L's 

conclusion that such negotiations have failed and stands read~·, 

willing and able to enter into an agreement with KCP&L to 

purchase such system. 

There has been an enormous amount of dollar investment, 

manpower, and other resources directed toward the acquisition of 

the steam distribution system and the program for its 

revi talh:at ion. Kinetic, in thhJ Response, is su'tnnitting for 

1. 



agreement has been executed. This acceptance letter does not 

indicate any deadline dates for completion or execution of the 

agreement. 

2. Attachment 2 is a proposed schedule dated May 26, 1988 

which outlines suggested milestones for sale/purchast:l. Kinetic 

is in full agreement with the time allotted for each of the tasks 

presented in the proposed schedule. 

3. On August 24, 1988, during contract negotiations, 

KCP&L demanded a specific requirement as to contingencies in the 

sale/purchase agreement that caused a major change in the tasks 

and timing described in Attachment 2, i.e., KCP&L required no 

contingencies for the due diligence process necessary for 

documenting the transaction for financing. Due diligence for a 

project of this nature and magnitude would typically take 90 to 

120 days. If KCP&L would have accepted the financing due 

diligence continger.cy, this activity could have occurred 

concurrently with other activities in the schedule of May 26th. 

However, without such contingency, the due diligence activity 

needed to be co~pleted before Kinetic could e~ecute the contract~ 

The due diligence process is a review process of va~ious 

operational neering, physical c~i~ione e~nting end 

1 OJU!pects of a pro h~veeto;ra~ $l~d lo~tnd O<IJI 

in~tit"tioo~ to ~-~~ 

~r~t. 

$l'fi'G9~111\t ~~ 

~~ ~epr~t;J~t i~ t~ 

$llt9t ~~ 



In earlier drafts of the contract, this provision was regarded, 

by legal counsel to the financing institutions, to be too broad 

and would allow the rescinding of the sale by events outside of 

the control of Kinetic. 

6. The only indication of a self-imposed deadline by KCP&L 

was received by Kinetic on December 5, 1988. Attachment 3 is a 

copy of such notice dated December 2, 1988 which required Kinetic 

to be able to sign a sale/purchase agreement by December 30, 

1988. 

7. Kinetic notified KCP&L of its review, approval and 

acceptance of the final draft contract within 48 hours of receipt 

from KCP&L on the afternoon of December 30, 1988. Kinetic 

indicated to KCP&L that it was prepared to execute the agreement 

and provide earnest money as agreed in our meeting on December 

15, 1988. KCP&L indicated its position, whjch had already been 

submitted to the Commission earlier that day in the Report. 

Kinetic was formally notified in writing of KCP&L's decision on 

January 3, 1989. 

8. Technically, but under extr•IU!Ie presS1H:e and 

cationiil created by the require~~~Gnt of no contingencie111 for 

appHcablll'l condit on!lli 

{A.tUM~~t 1) h&e 

~ ~ . .r ltea 

« ~~®~~ !U~t 

t~® ~~ ~~ 

i 

by KCPi.L, 11\inetic halli ~<:et the 

he ortg nal acceptance letter 

~Ued t~i 

~a:u®~pti~~~~ 



contingency for due diligence is found in agreements of this 

nature. 

4. If KC~&L would have accepted the original request for a 

contingency for financing due diligence, the original schedule 

would have been adhered to (assuming PSC appro.,al within the 

estimated time allotted in the schedule) and the closing could 

have occurred within the time frames as set in the May 26th 

proposed schedule. Kinetic's financing for the acquisition of 

the KCP&L system is consolidated with a financing package for the 

acquisition of two other systems by Kinetic in Tulsa and Oklahoma 

City. The contracts for those other systems allowed provisions 

for due diligence clarifications and modifications and Kinetic is 

preparing to close on those transactions in approximately 30 

days. 

5. Kinetic substantially completed the due diligence 

activity in approximately 90 days from receipt of the final 

working draft of the agreement dated September 9, 1588. In a 

negotiating meeting with KCP&L on December 15, 1988, Kinetic 

presented a request for clarificati~~ of two provisions in the 

working draft of the agreement. language 

was re...-eived hom KCPU. em ~e~r 20th. ~ Unal draft of the 

agree&~"lt llllhicll in~rpoceted the~ clari Hcatiotu; 

wau~ received by lUnatic om D~e~r leU~~ 

clad f cat h:ms wsre ~1 t~ 

clmrlf cat 

~ 

~y 



9. Completion of the appropriate due diligence on this 

project has removed the necessary hurdles for completion of the 

contract for the sale of the downtown district steam system. 

Kinetic has materially completed the arrangements for financing 

and is prepared to execute the agreement without any 

contingencies for financing. 

10. However, because of the actions taken prematurely by 

KCP&L, a substantial delay will occur in the acquisition and 

revitalization of the downtown district steam system. These 

contractual delays have certain ramifications to considerations 

of seasonal economics, construction schedules, training schedules 

and customer optimism. Therefore, in the event KCP&L either 

voluntarily or through appropriate action by the Commission, 

resumes the program for the sale/purchase of the downtown steam 

system, a new schedule needs to be adopted. 

A reasonable schedule for approval, training, construction, 

acquisition, and transition is proposed as follows: 

February 1 

February 15 

Sale prograa resuaed by 
order from the comaission 
or earlier if voluntarily 
done by KCP&L: 

Application to C~ission 
for the of 
the Steaa 
c e r t i f i c a 
Conveni~~tnce aDd 
and ~Uicat 
?adU 

i a a 
~~£~ 

of "a 
py,~!IC't loa •~ 



November 15 

Kinetic begins training 
employees for transition 

Kinetic assumes Steam 
System Operations from 
KCP&L 

CONCLUSION 

WHEREFORE, for the foregoing reasons, Kinetic requests that, 

if KCP&L does not voluntarily resume the program for the 

sale/purchase of the downtown Kansas City steam system, the 

Commission take appropriate action to order KCP&L to continue 

such program and to adopt a reasonable schedule, similar to that 

proposed hereinabove by Kinetic. 

Respectfully submitted, 

KINETIC ENERGY DEVELOPMENT 
CORPORATION 

~.4 
sy l cv&- c:.,~ 

w. T. Schmidt. PreSident 



,}' KANSAS CITY POWER & LIGHT COMPANY 

LAW DEPARTMENT 
cat&) 556·2765 

1330 BALTIMORE AVENUE 

P.O. BOK 410679 

1\.ANSAS CITY, MISSOURI 64141-96i9 

Mr. w. T. Schmidt 
President 
Kinetic Energy Development Corporation 
712 North Second Street 
Suite 210 
St. Louis, MO 63102 

RE: Acceptance of Proposal 

Dear Mr. Schmidt: 

May 24, 1988 

Kansas City Power l Light Company (KCPL) hereby accepts the 
proposal of Kinetic Energy Development Corporation (Kinetic), 
dated March 24, 1988, to purchase KCPL's steam distribution system 
in downtown Kansas City, Missouri, for the price of four million 
dollars ($4,000,000.00) (Option 2). 

Pursuant to the terms of XCPL's Request for Proposals, this 
acceptance is conditioned upon (a) necotiatlon, on a definitive 
basis, of all ter.e and conditions of the a1reement, {b) 
retu:binl acceptable doctB~!U!ts. iecludinc; docume!lts 
th~ prowi~iolll of ~t••• b1 XCPL to Jag•Uc. ) lCPi, and 
ae.q~irilll8 all aad other !l'l l'lltd 

framu:bii!Ulliii. aad or .\lll te~ ltnd 
eoadt Utm~~t of tbe !la.illlllfl~ 



Mr. w. T. Schmidt 
May a4, 1988 
Page 2 

KCPL would like to immediately commence negotiations on all 
matters necessary for this transaction. 

We look forward to working with you to come to an a~reeable 
resolution of all remaining aspects of this transaction. 

v~er~r~j'~yout£--
M G. Englisl 
D ty Genera Counsel 

MGE:cb 



PROPOSED TIME FRAME 

SALE OF KCPL STEAM DISTRIBUTION SYSTEM TO KINETIC 

1988 

June 16 

June 28 

July 5 

September 

September 13 

September 15 

December 15 

December 30 

1939 

Agenda meeting 

Meeting with MPSC Staff regarding timing 
of filings 

First draft of sales documents 

Sales documents in final form 

KCPL Board review of documents 

MPSC filings 

MPSC Approval 

Closing 



J<ANSAS CITY POWER & LIGHT COMPANY 
l.'U() 51i\Ll tMORE: AVftoHit 

r n LJOit\ 679 

I(ANSA.S CITY,I'\ISSOIJRI <HI-ll 

L. C. RASMUSSEH 
t•£(V,1V[ \11(,( tlht '-''''·"'*" 

C11•Lt 'n·o~•NC'IAL o• '•C 1 A 

Mr. Tllb Schmidt 
Kinetic Energy Development 
712 N. Second StreGt 
Suite 210 
St. J,ouis, MO 64102 

Dear Tab: 

Corporation 

Decomber 2, 1988 

At the conclusion of our November 9 meeting, tho lawyer for 
Harbert Corporation stated that she had some remaining questions, 
and it was decided that she and Mark English would talk regarding 
those questions and certain revisions to the sales documentation. 
She and MtH'k tA.lked briefly ott November 11, when Ma1·k was in 
Washington, and she told him that, due to scheduled surgery, she 
would call him on November 16. Wbon she didn't call, Mark called 
her, and found that she had not returned to the office from her 
surgery. In her absenco, Mark talked several times with one of 
her associates, anri telecopied the proposed revisions to him. 
1t's Nark's und~rstandlng that she has raturnod at least part-time 
to the oHiee, lnat she ~uuu1' t caHed him or returned hls phone 
calls. Mark called Finnegan yesterday, but Jerry was 
un&wu·e of the s til t11s of ~U. t hH'$. 

COilCf!H'n~d about tho lac~ 
~ale. Th~ ~ohod~le 
~t; eot 

u·e aa~ hi}; 
to h 

for fU 
but as 
~eM. h•e 

Mt" ~vo 
i~bi t to 



~!r, Tab Schmidt 
Du\.~t::ltlbl~ I' ~'., 1 !)88 
PagP ~~ 

As you know, KCPL filed with the Commission in 1.986 its 
application to phase-out centrnl station steam service as or 
Uecemlwt· 31, 1990, KCPJ~ filed this a.pp11c.ation more than three 
years in advance of the requested service termination date in 
order to provide sufficient time for its steam customers to make a 
transition from central station steam service to other heating 
alternn.tivos. KCPL's paramount concern was, and continues to be, 
the w~lfat·o of its 8tea.m cuatomers and their ability to implerneut 
an informed decision regarding thoir beating sources before 
December 31, 1990. We ostima te, based on 1·ecen t discussions with 
contractors, that it would take up to two years for some of KCP~'s 
steam customors to design, finance and install alternative heating 
systems. Yesterday, · Mark rocoivcd a call from a persou in the 
buildin~ services function of the Stnte of Missouri; the person 
was very concerned about tho status of our proposed sale, because 
if the sale was not conswnmated, funds for conversion of the Stato 
bulldlngs in Kansas City to alternative henting sources must be 
budgeted now. Mark referred the person to eiU1er you or Jerry for 
in[ormatlon. Thus, our concern is valid, and we must have a 
signGd sales agr·eement by December 30, 1988 ot· else our steatn 
custom!?rs wtll not hii'IIC sufficient time to m~ko alte1·native 
heating a.rranr,cmonts should XCPL and l<in~tie subsct~nently fail to 
come to tenns ot· the Comrnis'!:ion refuse to approve the tt'llnsnction. 

As always, we stand ready to meet with you at any time to 
woJ•k towa.t•ds having a signed sales agree1nent by December 30, 
1988. lf we do not hKve a signed agr8ement by th~t t~me, the 
conditions upon which KCP.t. accepted Kinetic's proposal wUl not 
hnve b£wn mot, and KCPL will so report to the Commission. 

LCI{:cb 

I 




