KANSAS CITY POWER & LIGHT COMPANY

1330 BALTIMORE AVENUE
PO BOX 410670

KANSAS CITY, MISSOURI 64141-9679

LAW DEPARTMENT December 30, 1988

taie) 838-2788

Mr. Harvey G. Hubbs éé?/m
Secretary L, &'K,éa
Missouri Public Service Commission R7 RO N
P. 0. Box 360 %o O,
Jefferson City, Missouri 65102 Y. TS
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RE: Case No. HO-86-139; Report of Kansas City
Power & Light Company Regarding its Good Y
Faith Efforts to Sell its Kansas City,

Missouri, Steam Distribution System.

Dear Mr. Hubbs:

In its October 7, 1987, Report and Order in this case, the
Commission directed Kansas City Power & Light Company (KCPL) to
make a good faith effort to sell its Kansas City, Missouri,
central station steam distribution system, and to report to the
Commission by January 1, 1989, the results of that effort.

I thus enclose for filing the original and fourteen copies of
the Report of Kansas City Power & Light Company Regarding its Good
Faith Efforts to Sell 1its Kansas City, Missouri, Steam
Distribution System. Briefly, the Report details (a) the efforts
KCPL put into creating an RFP for the steam system and the wide
advertising of 1its availability, {(b) the four submissions
received, (c) the choosing of Kinetic's proposal to purchase the
steam distribution piping and associated assets for $4 million,
(d) negotiations with Kinetic on sales documentation, and {e) the
failure of the proposed transaction due to inability to secure
financing.

KCPL. has, therefore, complied with the Report and Order, and
shall terminate utility steam service, as authorized, as of
December 31, 1990. Because of the impact of this matter on ECPL's
steam customers, KCPL. today seat to sach of thes a copy of the
Report (minus the attachzents) and a copy of the esclosed press
release.

Would you plesse brisg this o the Tosmission’s attentios.
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BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the matter of the investigation )
of steam service rendered by Kansas ) Case No. HO-86-139
City Power & Light Company. )

REPORT OF KANSAS CITY POWER & LIGHT
REGARDING ITS GOOD FAITH EFFORTS TO SELL ITS
KANSAS CITY, MISSOURI, STEAM DISTRIBUTION SYSTEﬂQ%@

I. Introduction and Overview.

In its October 7, 1987, Report and Order in this case, the
Commission directed that Kansas City Power & Light Company (XKCPL)
make a good faith effort to sell its Kansas City, Missouri,
central station steam distribution system, and to report to the

Commission by January 1, 1989, the results of its efforts to sell

the system.

KCPL fully complied with the Commission's requirement to seek
a purchaser for the system. A project team was appointed by
KCPL's President to compile a Request for Proposals (RFP), and the
resulting RFP was issued on January 25, 19288. Prior to the RFP
issuance date, KCPL advertised the fact that the RFP was to be
issued and invited interested parties to regquest & copy of the
RFP. KCPL also reviewed the RFP with the Staff, for iaformationsal

purposes only, prior to the issuasce date, Reguests for copies

were received fro= approximately forty parties, asnd the BFP was

mailed to all regquestisg parties oz Jasssry 35,
paals was set for Hareh 35, 198,
Mticsal wmeotisgs wele Reid o




meetings. KCPL responded to numerous requests for additional
information, RFP language clarifications and supplementary
inspections of the system.

On March 25, KCPL received two proposals (from Kinetic Energy
Development Corporation and Catalyst Thermal Energy Corporation)
which were in substantial compliahce with the RFP terms. KCPL
also received two submissions (from LMSL, 1Inc. and Strange and
Coleman) which failed to conform in any significant respect to the
RFP terms. The Kinetic and Catalyst proposals were irrevocable
for thirty days, and KCPL had an option to extend the irrevocable
period an additional thirty days. KCPL exercised this option, to
allow sufficient time to request additional information from both
Catalyst and Kinetic and to analyze the competing proposals.

On May 24, 1988, KCPL selected Kinetic's proposal to purchase

the steam distribution piping and associated items for four

million dollars ($4,000,000), subject to the successful
negotiation of sales documents and acquisition of necessary
consents, permits, franchises and other authorities. The only

exception Kinetic took to any of the RFP terms was the one -

requiring an earnest money deposit of $100,000; Kinetic proposed

to furnish the earnest money when the sales documents were

signed.
L )
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firat draft of the sales documentation was provided to Kinetic on
July S8, and several meetings were held to negotiate the terms of
the documents. The documents were placed in final form on
September 12, and a meeting was scheduled for that date to sign
the documents so they could be presented to KCPL's Board of
Directors the next day. However, Kinetic declined to sign the
documents, because of difficulties in acquiring financing. In a
showing of good faith, KCPL management went ahead and presented
the transaction documents to its Board on September 13, and
received approval to sign the transaction documents in
substantially the form presented.

KCPL received a telephone call from Kinetic on October 26,
stating that financing fcr the transaction had been arranged, but
that the {financing party wanted modifications to the transaction
documents. A meeting was held on November 9 among KCPL, Kinetic,
Harbert Corporation (the financing party) and its lawyers, at
which time KCPL answered numerous questions regarding the
documents, and agreed to consider certain modifications to the
documents. KCPL. attempted fo contact Harbert's lawyers on
numerous occasjions, and faxed proposed language changes to them;
but KCPL never received a response. Durisg this time, Kinetic did
not contact XCPL.

On December 2, KCPL wrote a letter to Kisetie, expressisg

concern regardiang the status of the irassacilios and =latisg ECOPL's

position that Lf the sales doo tation was sl sigesd by
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the Commission, On December 8, Kinetic called and requested a
meeting, which was held on December 15. At that meeting, Kinetic
represented that its potential financing parties required further
modification to the sales documentation. KCPL responded the same
day with proposed modifications, accommodating the expressed
concerns to the extent practicable and consistent with KCPL's
legitimate business and public utility concerns. On December 19,
KCPL received a letter from Kinetic's lawyer, requesting three
more changes to the documentation; KCPL agreed to the substance of
all three changes the next day. On December 22, Kinetic requested
another change to the documentation (to which KCPL agreed). On
December 27, KCPL sent to Kinetic a current version of the sales
documentation.

KCPL has received no response from Kinetic to date. KCPL has
now granted Kinetic over three and one half months' additional
time from the original document signing date to acquire financing,
and has repeatedly responded favorably to Kinetic-requested
modifications to RFP terms that Kinetic had previously agreed to
in its proposal. The available time for negotiating any sale of
the steam system, prior to the service termination date of
December 31, 1990, has elapsed, and KCPL has potified Kinetic
today that the comditions underlyviag the acceptasce of its
proposal have not been satisfied and 1ibe proposad sale is eaded.

KCPL's CORCETrD 2 of steas service
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that negotiations cease at this time. Two years now remain before
gteam sevrvice is terminated, which is sufticient for the remaining
customers to decide upon, plan, finance and install alternative
space heating equipment. Some of KCPL's steam customers, such as
governmental entities, may require all of that two year period in
order to make the transition. But the steam customers,
understandably, probably will not begin to make the commi tment to
alternative sources until the fate of the steam system 1is clear.
There is thus no time to initiate another round of proposal
solicitation, or to otherwise solicit bids, for the steam system.
There can be no assurance that a sale can be struck with another
party, and approval obtained from the Commission; if KCPL expends
part of the remaining two years in this manner, and no sale is
consummated, the remaining steam customers will be hard-pressed to
meet, or meet at all, the December 31, 19980, steam service
termination date. The Commission recognized in its Report and
Order that a good faith effort to seek a buyer did not require
KCPL to make repeated attempts to sell the system:

The Commission recognizes KCPL's interest in

terminating steam service. However, the crucial date

for termination is December 31, 1980, the date for the

expiration of the Natiomal Starch coatract. On the

other hand, the Commission does not bellieve protracted

negotiations concerning the sale of the systes would

serve any useful purpose. Such a delay would mot be in

the public iaterest as it would oanly add to the

uncertainiy concerning the fuiure of steam service.
{Id at 18).
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financing for its proposal that it submitted in March, 1988, It
would not be in the public 1interest to continue the uncertain
status of the steam system any further. KCPL. has therefore
discharged its obligations to seek a purchaser, and shall
terminate public utility steam service on December 31, 1990.

Following 1is a more detailed report on KCPL's actions in
preparing the RFP, responding to interested parties, analyzing the
proposals and negotiating with Kinetic.

II. The RFP Process.

When KCPL received the Report and Order, President Drue
Jennings created an RFP project team, reporting directly to him.
Members of the team were drawn from the Regulatory Accounting,
Law, Customer Service, Finance, System Operations, Engineering,
Real Estate and Insurance areas of the company. The team was
charged with drafting an RFP that would describe the steam
distribution system and propose reasonable sales terms and
conditions which would at the same time protect the interests of
KCPL and its customers.

KCPL wanted to advertise the RFP to all persons who might
have an interest 1in the steam system. It was decided to place
advertisements prior to the date of the RFP issuance. In this
way, the effect of the differences in the publication dates would

be minimized, and interested parties would have the entire period

from issuance to the progosal due date to szalyzs the BFP and
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Airconditioning Engineers) Journal, Electrical World and the
Jjournal of the Int~rnational District Heating and Cooling
Association, Approximately forty parties requested copies, which
wvere delivered on January 25, 1988, A copy of the RFP is attached
for information.

Prior to issuing the RFP, KCPL requested a meeting with the
Staff to share the contents of the RFP and to answer any questions
of the Staff. The purpose of the meeting was not to secure tﬁe
Staff's approval of the RFP, but rather to apprise Staff of the
elements of the RFP and to consider any comments that the Staff
made.,

Briefly, the RFP requested proposals to purchase the physical
assets comprising KCPL's steam system--Grand Avenue Station, two
desuperheating and pressure reducing stations, piping,
inventories, other equipment and associated easements. Because
there is a substantial quantity of electrical transmission and
distribution equipment in Grand Avenue, KCPL proposed to retain
certain portions of the premises for that purpose. Proposals were
due to be submitted on March 25, 1988, with earnest money of
$100,000 (which would be refunded in full to unsuccessful
bidders). AYl proposals as well had to address the proposal
elements set forth ies the Commission‘s Report asd Order.

Pains were taken to give an accurste descriptioas of the steam
systenm; however, 1t was anticipated that waricess parties would

have gquestiioms or isforsmatics 3% W Two isformational
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accounting information on the operation of the steam system was
provided at the meetings, and a variety of questions were
answered. After each meeting, a tour of the steam system
(including the desuperheating station at 1319 Wyandotte and Grand
Avenue Station) was offered. Staff attended both of the meetings,
and went on the tour of the facilities.

Aside from these meetings and tours, various parties
requested further information and additional tours of the
facilities, all of which were provided by KCPL.

II1. The Proposals.

On March 25, KCPL received four responses to the RFP; none of
them fully complied with the terms and conditions of the RFP. A
copy of each of these responses is attached, and can be briefly
summarized as follows:

1. LMSL, Inc. No proposal to purchase the system was
made. Rather, this consulting firm stated that a local law firm
and Stone & Webster would shortly present a "business
opportunity”. No indication of the structure of the "opportunity®
was giver.

2. Strange and Coleman. Yo proposal to purchase the system
was made. The firm stated that a decision of the price to be paid
would be determined after ii operated the system for a peried of
time. The firm also took exception fo almost all of the terms and
conditions of the RFP.

2. Bisetice Emerey Devels Carparatiion {(Eisetic).

Kinetic made teo alterzative prog is:; i3 offersd 30 sillion for

the satire syelen, oFf 84 milltes for the ayetes 1




Station. The only exception to the RFP was the earnest money.
Kinetic stated that it would provide the $100,000 after sales
documentation was signed. Kinetic announced that its lawyer was
Jeremiah Finnegan, and its financing would be arranged by B. cC.
Christopher.

4, Catalyst Thermal Energy Corporation (Catalyst).
Catalyst offered $2.782 million for the entire system. The only
exception to the RFP concerned the cogeneration covenant; Catalyst
wished to be able to generate electricity at Grand Avenue
Station. Copies of these four responses were provided to the
Staff.

The first two responses were rejected because they were not
in substantial conformance with the RFP. The proposals of
Catalyst and Kinetic were analyzed using the following
considerations: price offered; anticipated additional investment
in the system; business and financial qualifications for acquiring
and operating the steam system; approach to providing steam
service; rates to be charged; and RFP exceptions. Both Kinetic
and Catalyst were requested to provide additional information to
assist KCPL in making this analysis. The proposal expiration date
was alse extended by KCPL to Hay 24.

Baged upon this analysis, KCPL determined to accept the

Kinetic proposal to purchase the syste {less Grand Avenus
Station), conditiosed upom reaching acceplable sales documents and

aad certificstes.

receiptl of all necessary approvals, Iraaoh

: savoldasce of

FPactors iafligesciss ibe choosiasg of Kisetic iss




a book loss upon sale and retaining all of Grand Avenue Station
for electrical distribution and transmission purposes. Kinetic
was informed that it was the successful bidder on May 24.

iV. Negotiations with Kinetic.

The RFP project team, having done its tasks, was dissolved,
and a negotiation team was appointed, consisting of L. C.
Rasmussen (Executive Vice President-Finance), J. M. Evans (Senior
Vice President, System Operations) and R. G. Wasson (Vice
President, Administrative Services). KCPL first met with Kinetic
on June 16, to commence negotiations and to establish a schedule
for the transaction. The schedule agreed upon by the parties set
September 1 as the signing date for the documentation, September
15 as the filing date with the Commission for the requisite
applications by KCPL and Kinetic, and December 30, 1988, as the
closing date. The first draft of the sales documentation was
prepared by KCPL, based upon the terms and conditions of the RFP,
which had been accepted by Kinetic in full (save for the earnest
money). This draft was provided to Kinetic on July 5, and several
further meetings were held to negotiate the terms of the
documents.

The msjor topic of discussion throughout the negotiations was
a steam service agreement between XCPL and Einetie. Since Xinetic
wasa't purchasing Grand Avenwe, i1t nesded a2 steam source for &
period eof time until its owa sile’s supply was coastrucied. The
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The documents were placed in signature form on September 12,
and a'meeting was scheduled for that date to sign the documents so
they could be presented to KCPL's Board of Directors the next
day. However, Kinetic declined to sign the documents, because of
difficulties in acquiring financing. In a showing of good faith,
KCPL management went ahead and presented the transaction documents
to its Board on September 13, and received approval to sign the
documents in substantially the form presented.

In a show of good faith in this matter, and desiring to sell
the steam system to Kinetic on the agreed-upon terms, KCPL did not
terminate the proposed sale when Kinetic did not appear on
September 12 to sign the documents. KCPL allowed Kinetic
additional time to seek financing.

KCPL. received a telephone call from Kinetic on October 26,
stating that financing for the transaction had been arranged, but
that the financing party wanted modifications to the transaction
documents. A meeting was held on November 9 among KCPL, Kinetic
and its lawyer , Harbert Corporation (the financing party) and its
lawyers. Harbert and its lawyer asked many questions regarding the
contents aund interpretation of the sales documents, which KCPL
answered. Harbert also wanted certaim changes to be made in the
cogeneration covenant; Harbert was of the opinioa that the
covenant as written could impede its cogeseration asctivities im
other states. Although ECPL did not sirge the covensnt in that
WAy, it agreed io cessider sodifvisg the o
was concluded with the waderstandisg that the lawvers for TOPL snd
HErrdbery would talk the 2ext week sboul 19 « & Bardert wanted,

enatt. The wmeeting

£




and about any other questions Harbert had. KCPL's lawyer
attempted to contact Harbert's lawyer on numerous occasions.
Harbert's lawyer had surgery that took her out of the office for
some weeks; even though she is reportedly back at work, she never
returned phone calls. In her absence, proposed changes to the
covenant were faxed to one of her associates, but KCPL never
received a response.

As time passed, KCPL's concern for 1its steam customers
continued to grow. KCPL, was willing to absorb the additional
steam operating losses resulting from Kinetic's apparent inability
to acquire financing, in order to afford Kinetic more time to find
financing--KCPL's losses would cease on or before December 31,
1990, the date the Commission fixed for termination of KCPL's
public utility steam service obligation. However, there was no
assurance that Kinetic would ever find sufficient financing, and
if the proposed sale fell through, the remaining steam customers
would have to have sufficient time to plan, finance and construct
alternative space heating systems. KCPL's Customer Service
personnel, through contacts with HVAC contractors, estimated that
some of the larger customers would require up to two vears to make
the conversion. This imposed & time limitaticn of Decesmber 31,
1988, to have a signed agreement with Kinmetie.

That this two-year time period sas nosne oo gemerous for sose
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State buildings by 1991. He was referred to Kinetic for answers
to his questions regarding the status of the sale, since Kinetic
was in the best position to answer them.

Thus, on December 2, KCPL wrote a letter to Kinetie,
expressing concern regarding the status of the transaction and
stating KCPL's position that if the sales documentation was not
signed by December 30, the conditions upon which Kinetic's bid was
selected would be deemed not to have been met and KCPL would so
report to the Commission. On December 8, Kinetic called and
requested a meeting, which was held on December 15. At that
meeting, Kinetic represented that its potential financing parties
required further modification to the cogeneration covenant. KCPL
responded the same day with proposed modifications hand-delivered
to Mr. Finnegan and faxed to Kinetic, further limiting the
geographical scope of the covenant. Mr. Finnegan responded by
letter of December 19, requesting three additional changes to the
cogeneration covenant; KCPL agreed in substance to all of them the
next day. On December 22, a representative of Kinetic called to
request another change 1in the sales documentation (which was
agreed to by KCPL), and to request moathly customer billing
information for the past five years. KCPL. sent the reguested
information, along with a curreat version of the sales
documentation, to Kimetic oa December 27. Kisetic has gnot
contacted KCPL regarding its plams for this trassactios since that

time. Therefore, ECP!. potified Kimetic o Dece

har 30, that its
proposal was rejected, because of the falilere of the coaditions
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underlying KCPL's acceptance--specifically, Kinetic's failure to

acquire the financing for the price it bid for the system nine

months earlier.

If the interests of its steam customers were not adversely

affected by Kinetic's unsuccessful financing search nver the nine

months since its bid was submitted, KCPL still would be able to

allow Kinetic only a bit more time. Since Kinetic's proposal is

to replace Grand Avenue Station as the system steam source,
Kinetic is required to plan, permit, finance and construct an
alternate steam source by December 31, 1990. Although Kinetic has
not shared its specific plans for such an alternate steam source
with KCPL, KCPL personnel estimate that it would require rocughly
about two years to have an appropriately sized facility in place.
Thus, the 1longer the delay in signing the documents, the less
likely that Kinetic will be able to have its steam source
operational by December 31, 1990.

Every additional day granted to Kinetic takes away a day from

the time period in which the steam customers have to switch to an

alternative heating source. KCPL believes that in order to give

its steam customers adequate time to make alternate arrangements -

for heating, Kinetic's proposal had to be rejected on December 30,

1988.

Because of the two-year conversios period seeded by KElPL's

stean cusiomers, there is no ti=me 1o go Ih the BEFP process

again, or eves to attenpt %o nDegotiszle with szy of the eoartise
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any of the other parties; KCPL has previously rejected those
responses, and there is no assurance that acceptable sales terms
could be negotiated.

KCPL will therefore inform its remaining steam customers that
there will be no sale of the steam system, and that KCPL will

terminate public utility steam service on December 31, 1990.

Respectfully submitted,
KANSAS CITY POWER & LIGHT COMPANY

o MADILSE

Mafk G. Engl\ish

Deputy Genekgl Counsel

1330 Baltimore Ave., 8th Floor
Kansas City, Missouri 64105
(816) 556-2784

ATTORNEY FOR
KANSAS CITY POWER & LIGHT COMPANY



KANSAS CITY POWER & LIGHT CO, Steam/2636
Public Affairs Division December 30, 1988
P. 0. Box 4186%9 .

Kansas City, MO 64141-9679

CONTACT: David Martin
816/556-2897

FOR IMMEDIATE RELEASE

Kansas City Power & Light Company today notified the
Missouri Public Service Commission that efforts to sell the
utility's steam system to Kinetic Energy Development
Corporation of St. Louis have ended. A sale agreement was
negotiated and ready for signing by September, but was never
finalized because Kinetic was unable to secure the financing
for its purchase and operation of the steam distribution
systen.

In October 1987, the Public Service Commission
authorized KCPL to discontinue its steam utility operations
by the end of 1990. The Commission also required KCPL to
make a good faith effort to sell the system. Saying that
protracted negotiations would serve no useful purpose, the

Commission imposed a January 1, 198%, deadline for KCPL to
report back on its efforts.

In its report today, ECRL empbasized thet the 11% stean
customers will need the next two years to cosplete their




customers would be compensated for their inconvenience and
expense of conversion by continuing to pay below-cost base
steam rates which have remained unchanged since 1982.

KCPL officials say the utility will offer to review the
energy audits it has previously conducted for its steam
customers and be available to explain their heating options.
Meantime, the Company pledges to work closely with those

customers to provide satisfactory steam service.

Hddad
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VANSAS CITY POWER & LIGHT COMPANY

REQUEST FOR PROPOSALS

DOWNTOWN KANSAS CITY, MISSOURI, CENTRAL STATION
STEAM DISTRIBUTION BUSINESS

January 25, 1988

Proposals must be received by March 25, 1888, at 3 p.m.

addressed to:

1330 B itimers Avedue
KEansss City, Missosri

Ariention: Bevh S. &
Sienm Bas
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REQUEST FOR PROPOSALS
FOR THE PURCHASE OF KANSAS CITY POWER & LIGHT COMPANY'S
POWNTOKN KANSAS CITY, MISSOURI CENTRAL STATION

STEAM DISTRIBUTION BUSINESS
Pursuant to an order of the Missouri Public Service
Commission {Commission), KCPL has 1issued this Request for
Proposals  (RFP) for the sale of its public utility steam heating
business (Business) as an ongoing concern. Under Missouri 1law,
any purchaser (except governmental entities) of the Business shall
thereby become a public utility "heating company" and require a
Certificate of Public Convenience and Necessity from the
Commission to conduct the Business. Further, the purchaser's
conduct of the Business and its rules and rates for steam service

shall be subject to Commission regulation and approval.,

1. General Business Information and Background.

A. Regulation of Steam Business.

The Missouri Public Service Commission has extensive
regulatory autherity over the rates, rules and operations of
"heating companies”™, 8&s that term is defined in
Section 386.020.10., RSMo 1986, Generally, any person,

parinership or other business orgsnizstica that OWRS, Ooperates,
manages or conirols any property or plast far manufaciurisg,

distributiag and selling steam in anmy ¥issouri Busicipelsty is

subject 1o the Commissioa’s Jurigdictios.




Heating companies are public utilities under Missouri 1law,
and ave requived to obtain a Certificate of Public Convenience and
Necessity from the Commission, Heating companies may be relieved
of their service obligations under their certificate only upon the
Commission's decision that the public convenience and necessity no
longer require the operation of such service.

B. Business Configuration.

The territory for which KCPL holds a Certificate of Public
Convenience and Necessity to provide public utility steam service

in Kansas City, Missouri extends generally north and south from

3rd Street to 14th Street and east and west from Oak to Broadway,
as shown on Exhibit 1. KCPL and its corporate predecessors have
provided steam servioe.in that area of downtown Kansas City since
1888,

Steam for the Business is currently provided by Grand Avenue
Station (Grand Avenue), which was purchased by KCPL in 1927.
Grand Avenue generated both steam and electricity until 1985, when
the electrical generation facilities were retired in place. Some

electrical transmission and distribution facilities are still

maintained by KCPL in Grand Avenue. There is a significant amount

of asbestos insulation in Grand Avenue.

Four boilers are currently available at Grand Avenue for

steam supply to the Business. Boilers €, 7 and 8 are capable of

being fired on either cocal or gas, and bhave an aggregate

manufaciurer’'s maxisum coatinuocus rating of 1125 mibs per hour.

These three boilers were installed prior to 1950. Boiler 1A is &

paciage boiler iestalled in 1982 and Bas & masufacisrer’s mesimun

2



Boiler 1A ¢can  be  fired

vontinwous rating of 280 mlbs. per hour,

etther by tuel oil or gas, Gas is presently the fuel stoek nsed

of steam sales.

due Tow level

to the

at Grand Avenue,

Steam  at high pressure (185 psi) is piped from Grand Avenue
Lo wwo pressure reduving stations locited at the north and  south
ends of  the Business. Heating Station No. 1, the northern
pressuare reducing station located at 6804 Baltimore, feeds the low
pressure (15 psi) steam distribution piping, while Heating Station
No. 3, located in KCPL's garage at 1319 Wyandotte, feeds both the
low pressure and intermediate pressure (105 psi) steam
distribution piping.

Presently, KCPL has in service 22,834 feet of 185 psi pipe,
serving 20 customers at that pressur2, and 25,592 feet of 15 psi

pipe, serving 98 customers. Additionally, there is 1,853 feel of

105 psi pipe; however, no customers are currently served at that

pressure, Much of the low pressure piping was installed in 1965,
and asbestos piping insulalvion was commonly used prior to 1989.
The pilping 1is generally buried under streets in Kansas City;

KCPL's franchise to operate a steam heat business and use public

sireets and rights of way for its steam facilities expired without

replavement in 1985,

C. Customer Sales and Revenue History.

Exhibit 2 shows the nunber of customers, olbs of steam sales

and ssales reveases

for the downlows portiies of ihe Business for

the period 1866-1 r of customers i3 this pericd

in 1900 sy 383,

aad is curresily at 118, Stea® sales in

pealed
ihe downtosz Easess Cily ares pesnked i 1900
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stles for the twelve-nmonth  period  ended  November, 1387 waore
TR0 mlbs (384,491 mibs to downtown Ransas Citly steam customers
amd 397,001 mlbs to Natronal Starch and Chemieal Corporation),

Tho decline ol vustomers is attributed to biaidding
demolition and urban renewal, as weil as (o the competitive costs
of  electrical  and gas space heating alternatives in Kansias City.
The price of steam downtown is currently about $11.50 per mlb; the
electrical space heating rate is $0.03691 per kWh, and the
commercial rate for natural gas is 8$3.70 per mef.

KCPL's largest steam customer is National Starch and
Chemical Corporation (National Starch), which is under contract lo
take steam until December 31, 1990, at which time the contract
expires. Sales to National Starch in the 1twelve months ended
November, 1987, accounted for about 51% of total steam sales. The
contract is assiganible by KCPL in the event of the saie of Grand
Avenue. No other steam customers are uander contract with KCPL,

D. RFP Is Pursuint to Regulatory Authorization of Business
Abandonment.

In 198G, KCPL filed with the Commission a plan to phase-out
its ceniral station steam distribution service by 1991, along with
a reguest for a 85.6 million (120%) rate imvrease. KCPL aliso
proposed to offer electric boilers or asltersative eleciric  space
heatling equipment o 11s remalaling sileam custiomers at no initial
COSY . KCPL amd commission $1a{! subseguently stipuisted that =a
sters revenwe Jdeficiency of $3.2 =illise {(6€% rate inmcrease)

@Ristled.
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The Commission authorized KCPL to terminate steam scrvive as
of  December 31, 1980, but did not grant a rate increase or
authaorize KCPL to offer electric equipment to its steam customers.
It further reguired KCPL to make a good faith effort to sell the
Rusiness:

The Company should solicit its proposals for siale or

transfer of the business and conduct negotiations

with respect tn purchasers and report to the

Commission as 1o 1its progress. The Commission

determines that KCPL should prepare a reguest for

proposals (RFP), The RFP shall require that each
proposal contain: (1) the proposer's qualifications;

(2) the sale price; (3) the approach to providing

steam service,; (4) steam rates to be charged; and (5)

the disposition of the Grand Avenue Station.

A vopy of the Report and Order of the Commission, issued
October 7, 1987, is contained in Exhibit 3.

Should the Business be sold, KCPL will continue to offer and
provide electrical service for all purposes, including space

heating, in downtown Kansas City, Missouri.

2. Property To Be Sold.

Pursuant 1o the Commissicon's Report and Order. KCPL is
requesting proposals for the purchase of its Busiuwess and the
assumptiion of the public utility dulies of a heating cvompany
(unless the purchaser i1s esxempl under ¥issouri lse from Coemission
regulation). The property used i3 tihe Busisess is gemerally

comprised of (8) the Grand Avesus Stalics sireciere, slean

generaling egwul 2% asd =2ezilisriss 83d sesovimtied lssgs; $3)

steam disiributiion plping. (v} Ssslisg Ratien %o, I sed 1he
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gixtures and equipment making up Heating Station No, 3 contained
v ROPL s parking facility at 1319 Wyvandolte; (d) the steam supply
agreement between National Starch and Chemical  Covporation and
ACPL, and; {¢) miterials and supplies, including fuel oil, coanl
and replacement parts. A more particular description of the major
ttens of property used in the Business follows.

A. Grand Avenue Station.

A detailed description of the real estate, fixtures and
equipment at Grand Avenue subject 10 this RFP is <contained in
Exhibit 4. KCPL shall retain certain easements over the Grand
Avenue lands for its existing electrical distribution facilities,
and will also retain rights (o access, construct, maintain,
locate, store, operate and repair its elecirical facilities within
ithe Grand Avenue structure, all as described in Exhibit 4.

Because of the existence of electrical facilities 1in ithe
Grand Avenue Station structure and associated lands, the sale of
the structure and associated lands pursuant to this RFP shail be
subject to KCPL's right (but not the obligation) to reacquire the
structure and associated lands at their then-fair market value, as
4 steam production facility, should steam finally cease being
generated at Grand Avenue within lwenly years of the date of sale.

R. Steam Distribution Pipisg.

411 steam disiribution pipisg preseatly used for sieanm
gervice, a1l piping retived 1z place, anad gssovisated gpropertly

interests are subject to this RFP asd detailed in Exhibit 3. if

amy relocalioa of the 183 psi sieam Jimes egtanding 1o the east




From Heating Station No, 3 are reguired due to tature construction
activities eagaged  in by KUPL, such relocation 'shall be done at
the Business purchaser's oexpuoense,

Co Pressure Reducing Stations,

All of the fixtures, eguipment  and  property  interests
comprising Heating Station No. 1 «re subjyect to this RFP, The
location of this station is noted in Exhibit 5. This Station 1is
located Dbelow ground, and KRCPL possesses only a subsurface
easement for tiis facility.

Only the fixtures and eyuipment comprising Heating Station
No. 3 aré subgject to sale. RCPL shall grant rights to access,
construét, maintain, operate and repair such fixtures and
egquipment, since they are within KCPL's parking facilities at 1319
Wyandotte.

D. National Starch Agreement.

A copy of the National Starch Agreement, which KCPL intends
to assign to the purchaser of the Business, is contained 1in
Exhihit 6. The Agreement is on file with the Commission as a part
of KCPL's tariffs.

E. Materials and Supplies.

As of October 31, 1987, KCPL maintsined $282,000 im coal and

01l inventories at Grand Avenue, and $1,133,000 in spare parts,

piping and other materials for the Busianess.




G inspection of Business and Further Information.

AR wall hold  two meetings  with parties intercestod in
turther anformrtioam or inspecting the propertios. The  meetings
w111 be neld on February 8 and February 12, 1988, at 10:00 a.m. on
the toaris floor of the Power & Light Building, 1330 Baltimore,
Ransas  City, Missouri. Inspection of the properties will be
conducted after each of these meetings.

4. Method of Sale.

i. Proposal Fornm.

RCPL shall consider only those proposals for the purchase of
the  Business which are submitted in accordance with the terms and
conditions of this RFp, All Proposals for the purchase of the
Business shall be submitted in quadruplicate using the Proposal
form contained in Exhibit 7. All informaticn requested on the
form must be completely supplied for the Proposal to be considered
by  KCPL. All Proposals shall incorporate by reference the terms
and conditions of this RFP unless specific exception, and the
reason therefore, is noted on the form,

B. Submission of Proposals.

Sealed Proposals must be received by KCPL on or before 3 p.m.
on March 25, 198§,
Proposals should be addressed to:
Kapsas Citly Poser & Light Cospsny
81k Flaor
1330 Bsliimore Awvesgs

Bzases City, Hissowry £410%

dttlentson:
Bark G. Emglisad--lnean Besisess Propass]

§




Earnest money (vertified or vashier's cheek only) in the
ameount ot K100,000,00 shall accompany each Proposal.

AL Proposals shall be irrvevocable for a period of  thirty

{(30) dayvs  from March 25, 1983, KCPL, in its sole discretion,

shall have the right to extend this period with respect to any or
all of the Proposals an additional thirty (30) days.

C. Right to Rejevt Proposals.

KCPL reserves the right to reject any or all Proposals at any
time before or after Proposal opening. KCPL further reserves the
right after Proposal opening to negotiate with any partly and vary
or alter any term or condition as KCPL, in its sole discretion,
may deem advantageous, and KCPL shall have no obligation to any
other party as a result of any such negotiations. If KCPL rejects
all Proposals, KCPL nevertheless reserves the right 1o attempt to
negotiate a sale to any parly submitting a Proposal or to others
as it may deem appropriate.

Earnest money associated with any rejected Proposal shall be
returned, without interest, within ten (10} days of the decision
Lo regoect.

D, Acveptance of Proposal Conditicnal.

This BRFP shall not be considered an offer of sale binding
ypon acceptance. Should KCPL acvept any Proposal in writing, such
aveeplgnce is conditioned wpoa {(a) reaching avcveptable sale
documents respectiBg the sale ¢of i1ne Busisess with the successful
purcheser {Purchaser), {(B) the parlies arvguiriag 2ll secvessary
regulatory &nd olher approwsis and [rascohises, saad () the

itfves of thig BFP.

gritafeciion of 81! other lerms asd

&




5, Other Terms and Conditions.
A, Basaness Covenants,
ReVL,  as directed by the Commission,  sceks a purchaser  of
1ts regulated public utility steam Business, At all times prior

tooand atter any such sale, KCPL will continue to  discharge its
obligations  as a regulated electric public utility throughout its
certifivated service territories, including the area of downtown
kansas City in which the Business is located. In order to ensure
10 the extent possible that its stean customers will continue 1o
be afforded adequate and reliable steam heat service at reasonable
rates, and to avoid subsidization of the Purchaser by, or other
detriment 1o, KRCPL's eleviriv customers and/or shareholders, the
Purchaser shall covenant with KCPL that for a period of ten years
following the «c¢losing of the sale of the Business that it shall:
use the properties of the Business for the sole purpose of
providing steam heat energy to customers in Kansas City, Missouri;
nol enter as a supplier of electricity into cvompetition with KCPL
for any electric energy customer or within KCPL's Missouri and
Kansas certificated servive terrilories by the generation of
electrical energy and power with, at or on any of the properties
acquired in the purchase of the Rusiness| angd waive sny righis or
privileges it =ay nos or hereafier bhave 1o reguive KCPL to
purchase or wheel any elecirical emergy and power geeraied wmilh,
al or on aay of the properiies segsirsd 18 1be purchase of 1be

Business.

10
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This covenant s agreed to be a covenant touching and running,
with  the  Tamds  subject  to this RFP,  and shall be binding upon
Parchaser's heirs,  assipgns and  succeessors  in interest, Tt s
veonvenrant s not o severablo, and should this covenant, or any,  part
thereo?, be found  to be void or otherwise unenforceable, KCiL
retains the absolute right to rescind the sale of the Business und
to redacguire the Business upon the repayment of the purchase price
to the Purchasor,

B, Warranties and Title,

Except as expressly provided with respect to title to realty,
KRCPL gives no warranty, express or implied, as to the description,
quality, merchantability, fitness for any particular purpose,
productiveness, or any other matter, concerning the Business and
any of the items comprising the Business. The Business 1is sold
"as is" and “"with all faults", KCPL reither by this RFP or
otherwise makes any representations eitner express or implied with
respect to the assignability or assumability of any franchise,
easement, vright of way, or any other right it may have with
respect to its Business.

Fee title will be conveyed by vcorporate special warranty
deed, biut subject to all exceptions, reservations, coanditioas,
terms, provisions and limitations contained ia either the document
conveying titie to KCPL, or agy other subseyevenl document
affecting titie, and further subject to: {1} soning Tegulatioas,
ordiaances, resiriciionas and all otber lams, Srdissnces,
regulations or restirictions of Ihe 3tate sad Cily; 143 a8y sistle

of facts an accurate survey mould sbow, pluvi

the g ast

i3




render title unmarketable; (1i1) any assessment or assessments for

mantcipal improvements which hereafter become liens,

Any  title search or title oxamination shall bee the
responsibility of  the Purchaser al its own expense, Purchasoerp
sHall notify KCPL in writing as soon as practicable of any defects
in title or objections to title. Any defect or objection not
noted 1n writing received by KCPL prior to closing of the sale of
the Business shall be waived. This waiver shall be effective
regardless of any warranties of title contained in any deed or
other document of conveyance or assignment, and shall survive the
vlosing and shall not merge with the conveyance of title.

In the event of a timely noticed and substantial defect in or
objection to title which materially 1ffects the value of what is
boihg purchased taken as a whole, KCPL shall have a reasonable
time to correct or cause the same to be corrected. If the same
cannot be corrected or if KCPL is unwilling to correct or cause
the same 1o0.be corrected, the Purchaser may either accept said
title as is or may withdraw from its obligation to purchase, in
which case any earnest money paid tc KCPL. shall be refunded
without interest and neither party shall have any further
obligation to the other.

C. BRegulatory Approvals.

Any sale of the Business is expressly conditioned upon (a)
its approval withou! medification by the Bissouri Public Service
Commissicn, (D) Purchaser vreceivisg » Cemificate of Pubdlic
Convenience and Necessitly {unless ezeopted by Wissouri law) and
811 olher reyuived Commission certificates and aj iz for iis

Srguisition aad cperatiien of the Bess 8. end (£} The
2
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reiteving KNCPL of 1ts publhie atility obligation to provide  stoean

TSR SOrViIce o as o ol the closing ot sach sale, Should sueh
certificates and approvals not be obtained, any obliyations ot

ALt sell and Purchaser to buy the Business shall thercupon
cease wirthoat farther liability,

V. Helease of RCPL trom National Starch Agreement,

Any siale of the Business is expressly conditioned upon KUPL's
assignment of the National Starch Agreement to the Purchaser, and
the obtaining of a release from liability for performance of its
obligations thereunder by National Starch. Should such assignment
and release not be obtained before closing, any obligations of
AL to sell  and  Purchaser to buy the Business shall thereupon
cease without further liability.

. Fnvironmental Liability Indemnification.

Asbestos is used for insulation  purposes in Grand  Avenue
Station and the steam distribution piping. Additionally, one ot
the 13,200/2,400 volt transformers at Grand Avenue 1s a PCB
Transformer, as defined under the Toxic Substances Control Act.
The Purchaser shall warrant that 1t will at all times faithtfully
observe all Federal, State and lccal laws, statutes, ordinances
and reguiations regarding  the possession, use, removal and
drsposal of such ashestos and PCY Transformer, and shall indemnify
and hold harmless KCPL from any asd all liasbility arising from (a8}

The  PyrehaserP’'s poOsSsesSion, ©se, TrFeowoval angd disposal of such

asbrsies, PCB Treaasforssr, snd Wi-contzsiniag or PFCB-contsminaled

materialis, 1:abilizy woder Fegeral, State and

$2




lacal enavironnental laws and regulations arisiog trom  Purchaser's
possession, use, operation and disposition of the Business.

F. Fovironmental Yermits.,

Any  sale of  the Business is expressly conditioned upon the
Purchaser acqguiring before the closing all reguisite environmental
permits for the operation of Grand \venue Station, KCPL will usq
its best efforts to have its present permits either transferred or
reissued to the Purchaser. Should such permits not be transferred
or reissued to Purchaser before closinyg, any obligations of KCPL
to sell and Purchaser to buy the Business shall thereupon cease
without further liability.

G. Releases from Indentures o! Mortgapes.

The Business is subject to the iiens of two indentures of
mortgage. KCPL shall use its best reasconable efforts to have the
Business released from the liens in the event of sale; however, if
the Business 1is not released from said lien as of closing, any
obligation KCPL may have to sell, and the Purchaser to buy, the
Business shall thereupon cease without further liability.

H. Repurchase Provision.

In recoghition of the fact that 1t 1s economically
impracticable for KCPL to remove its electirical facilities from
the Grand Avenue stiructure asd lands, the Purchaser shall agree
that in the event steam fimally ceases to be produced at Grand

Avenuwe withia twestly years of the sale of the Busisess, ECPL shall

have the first right {bel 2ol the obligatlies) te reperchase t(he




Grand Avenue structure and associated lands, as detailed “in

Exhibit 4, at its then-fair market value as a steam production
tacility.

1. Risk of Loss,

Should any loss occur tu the Business prior to closing, and
the loss is so substantial and significant as to materially atfect
the value of the Business taken as a whole, the Purchaser may
either accept in satisfaction of KCPL's obligations hereunder the
Business as it then exists without diminution or abatement in the
purchase price (or such diminution or abatement as KCPL in its
sole discretion agrees to) or Purchaser may withdraw from its
obligation to purchase, in which case any earnest money paid to
KCPL will be refunded without interest, and neither party shalléy
have any further obligation to the other.

J. Closing and Possession.

Closing shall occur at a mutually agreed wupon time and
place. At closing, Purchaser shall tender the remainder of the
purchase price in same-day funds, and KCPL shall convey title to
the Business by good and sufficient documents of transfer in
accordance with the terms and conditions of the RFP. Possession
shall be delivered as specified in the applicadle sales documents.

K. Breach.

Purchaser's sole and exclusive remedy (a8t law or ia eyuity)

ia the event KCPL fails to perform asy of its obligations

heregnder shall be limitad o the right of %he Purchassr 1

withdrase from itz ebligatioes T8 | base a5d recelive a refusd of




any earaest money  paid  without interest. In the event of any
fatlure on the part of Purchaser to perform its oblipations
hereundor, RCPL shall  have  the right to bring an action tor
specific performance, or for damages, or both, KCPL, at ity
vlection, may  retain  the earnest money paid by Purchascr as
liguidated damages for the failure of performance or breach by
rurchaser, It 1s agreed that the liyuidated damages provision
herein is fair and reasonable and thut Purchaser has accepted sane
and made its Proposal recognizing the fairness and validity of

same,

L. Insurance

Purchaser shall compuly with the following insurance
conditions and reyuirements for as long as Purchaser has the right
to enter  upon any KCPL property granted pursuant to the sale
of the Business. KCPL retains the right to reasonably alter these
insurance conditions and requirements, at which time Purchaser
-shall comply with the altered conditions and reguirements:

a, Certificates of Insurance. Certificates from insurance
carriers evidencing compliance by Purchaser with
insurance coverage requirerenats as provided herein,
shall be submitted to KCPL, and Purchaser shall not take
possession  until such certificates of insurance shall
have been furanished. KECPL shall pmot be liable for
delays occasioned due o, er ia coasectieom with,

furaishiag sech certificates,




B,

Notitee of Cancollation or Change, Purchaser shall have
an eadorsement attached to the policy or policies of
tasarance  which  shall provide  that at least ton (10
days prior to the termination of the policy or policies
the insurance carrier shall notify KCPL of such
termination and that at least ten (10) duys prior to the
effective date of any change in such policy or policies,
if such change restricts or reduces the amount of
insurance or insurance coverage provided therein or
changes the name or names of  the insured(s), the
insurance carrier shall notify KCPL in writing of the
nature of such change. The certificates of insurance
required under a. above shall evidence this endorsement.
Workers' Compensation or Employer's Liability.
Purchaser shall comply with all provisions of all
Workers' Compensation laws and Employer's Liability Acts
of the State of Misscuri and shall carry full insurance
coverage or be authorized te self-insure liability to
its employees under such lLaws or Acts.

Public Liability and Properiy Damage. Purchaser shalil
carry public liability and property damage insurance,
including automobile coverage, in amounts nol less than
$1,000,000 public liabiiity and 81,000,000 properily

damage per occurreace with responsible iBsuTance

companies haviayg & Best's ralzeg of Be oF better.




Yo Rindang Ffteot and No Assigament.

The Proposal and any sales documents arising out of this RFp
shall be binmding upon RCML and  Purchaser and  their respoctive
suveessars and o assigns, However, the Proposal and any sales
documents, and any rights or obligations thereunder, shall not be
assigned by Purchaser withoat any required regulatory approvals
and the express written consent of KCPL, which shall not b
unreasonably refused.

N. Choive of Law.

This RFP, and any Proposal and sales documents shall be
interpreted in accordance with the luws of the State of Missouri.
KANSAS CITY POWER & LIGHT COMPANY
1330 3altimore Avenue

Kansas City, Missouri 64105

January 25, 1988.
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Exhibit 2




Year
1940
1967
1938
19489
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1083
1984
19853
198G

®  Txcludes
Srarge
1,330,788 mlbs i

angd Chemical

Customer,

10460

Noe of
Custoners

281
274
281
278
283
276
275
262
251
252
250
248
222
218
2106

INBS and 34

Rovenuoes

e
#

by

3

sales 1o CFPC Interaant
Corgoratiaz

&4

3

=ibs 313

ad

1986

Revenue

()

1,292,850
1,321,137
1,568,595
1,728,432
1,797,983
1,688,884
1,818,863
1,725,665
1,786,694
2,487,736
2,849,167
3,480,455
3,887,258
3,411,573
3,620,443
3,818,478
6,301,127
T,072,823
5,805,332
1,888,650
4,534,385

onal gad

of 1,082
5 o

Nialoes

Sales »

(mlbs)

966,176
981,216
1,176,756
1,215,377
1,220,016
1,141,181
1,168,903
1,139,261
882,003
922,335
867,772
908,454
863,919
657,813
633,682
502,779
621,141
618,053
507,324
554,099
127,964

is

i%8 swcceseonr Neillomal
319 =iss

i88e,
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BEFORE THE PUBLIC BERVICE COMMISSION

OF THE STATE OF MISS50TRI

CAS? NO. BO-86-139

In the mattar of the investigstion of
steaz service rondersd by Kansas City
Povar & Llight Company.

APPEARANCES:  Mark G. English, Counssl, and Jearnie Sell Late, P
Attorney ot lav, 1330 Baltimore Aweanue, Kansas City,
Missouri 64105, for Kansas City Pwwer & Light Compsny.

Martin J, Bregman. Assistant General Counsel,
¥18 Xaosas Avenus, Topeka, Faness €6612, for The Xansas
Pover and Light Company.

Darry Cene Bands, Attorney at Lav, gand Ylus V. Davis,
Attornay at Lav, 1700 City Centsr Square, Kansas City,
¥issouri 64105, for Customer laterwencrs,

Ccrrol C. !ennott. Assistant City acttorney, 2800 Cicy

th Street, Xacsss City, Miesourd
66106. for tho City of Kansae City, Missouri.

Jerezlah D, Finnegen, Attorney ot lav, Finnegan & Kopp,
§227 Baltimore Avevue, Buite 101, Zacsas City, Missours
64111, for the County of Jackaon, Xisgsouri.

Willien C. Relly, Assfetant Attsrney Censral, P. 0. Jox
¥55, Jelfatscn zity. Wisssuri 65102, for the State of

Miesourd,

Careol LE iiolénd and x &. Eanvakan, Assistants
i¢ el, P. O, ¥o= a ezsen City,
Niasours 63102, for the wmn £ she Puidlic Counsel

azd m Mx‘ﬁo

hwty Genaral Couneel, and

ffavscn City. M ﬁi@.
mmmn«mmmm«
Commissfon.
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Ransas Cioy Power & Light Company's (RCPL) steam service, the appropristences of it
slectric boller program and che proper pricing of steem service. In che same Report
ead Order, ECPL was ordeved to file ite steam service plan with the Commission. 1In
addicion, the Counission stated in that BReport and Order that based vpon ECPL's
commitment to no {mereape in eteanm rates prior to 1987, ECPL ghould not f£1le stearx
tariffe until 1987,

On June 2, 1986, KECPL filed ite eteasm gervice plan, which proposes a phase
out of the steax eystem by Decexber 31, 1990, and the convereion of eteem service
customers to ou-site electric boilers er elactric space heating. Attached to its
otean service plan, RCPL filed fores of revieed teriffa and alternste phase=-in
tariffs related to steam service.

By order lesued Juoe 27, 1686, the Commiosion fssued en order directing
ECPL to file {ts proposed steaxm tariffs in connection with ths steam service plen
beasring an affective date of Janvary !, 1967.

in zesponse to the Commission’s Jume 27, 1585 order, RCPL filed on July 7,
1986, teriffe reflecting revieed rate echedulas of incressed atesm sorvice rates,
slternative phase~in rate echedules of increased atean gervice rates, ond 2
econvereion achedule related to converting staas customers 2o 22-site slectric boilers
or electric space heating. The proposed 2ariffs bave % veguested effec2ive date of
January 1, 1887. The proposed tariffe ave desnignsd to phuse 2ut ghe etesm system by
December 31, 1990, and ¢ouvert the stes: sevvite custemers te oa~site electric
boilers or electric space heating. The revised tariffs ers desigeed to incresss
ennual gtesm reveoues by appromimately 130 percent (85,87],000) 4n cherges for stesa

eervices. Altermatively, the proposed phase-in schedeles sze Jesigned to phass fo

revenve imcressas of 12 pevcent per yesr for feur cesssintive Pesve.
O dugeat 33, 1996, tde Compissien fvewsd {32 Teesesal

s Dvdey snd Batlce
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dpplications to {ngervene in this proceeding heve been grented eo the
felloving parties: Bostmen's Pirst Watilonsl Bank of Raneas City, Ransas City
8cuthern Induetries, Inc., Cathedral of lsmaculate Conception, Demson One Roux
Optdeal, Inc., The Ashley Building Partnerahip, Geiloyd Znterprises, Corp., John A,
Mareheall Co., Bafety Poderal Savings and loan Associetion, WIMA Properties, Cantsrre
Back of Kaneas City, Misaouri, Performing Arta Foundet{on/Folly Thestey, Ine.,
(Custemar Intervanore), the Btats of Miaseuri, the C{ty of Rangas City, Miseouri, ths
County of Jackson, Mimeouri, and Kansae Power and Light Company (KPL Cas Service).

An early prehesring conference was beld on Octobsr 1 and 21, 1986. The
prabearicg conference was convened on March 23, 1987, snd a locel publfe hearing wae
held Lo Kaneas City, Miseour!, in the City Counecil Chanbers on March 30, 1987,
Pormal cvidqn:iary hasarings took place at the Commission's cffi{ces fu Jefferason City
the weok of April 6, 1987, By Order dated April 17, 1987, tbe Coszission suspended
the proposed tariffa av additional six months to Movember 1, 1987. 1Initial briefs
were f4led by XCPL, the Custemer Intervenore, KPL Gac Service, and tha Staff of the
Missour! Public Service Commission. Reply brisfs wera f£iled by ¥XCPL, KFL Cas

Sarvice, and the Sctaff.
Pindinge of Pact

The Misacuri Public Service Commission, having counsidered sll of the
competent and substaential evidence upon the whole yvecord, sakas the follewing
findings of fact:

I. Jotroductfon

KCPL propeses to discentisue its stea=m service fros Grand dvenve Btatfios ¥y
Decambez 31, 1990. Thie date coimcides with the termtssticen of the stean ssreice
agreament wizh Esticaal Sterch, RCPL's lazgest stesn cuntemsy.

Upen Commisaicn approval of f2s plse. ECFL isiesds Co Degle phasing et
stesa Sistribution sexvice. e Towpeny Bas divided f22 273sn testomere fsic eleven
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elsven groupe de echeduled to be phased out by a dete certain. However, KCPL ptates
that 4t will attempt to accomsodata to the sztent practicable each cuetomer's
gonversion schedule @s the phase-out progresses.

In each phame-out distribution area, KCPL proposea to offer sach cuatomer
en-site heating equipment. Under the propossl, the customers would be offered the
option of receiving aither electric steam boilers or electric apsce heating
equipment, The elactrie steax bo{lers would be offarad at no cost to tha customsr.
If the cuatomer chooees epace heating equipment and 4t ¢» more expensive than the
corresponding bof{ler, the cuetomer would ref{mburse ECPL for the d4fference {n capital
cosnt,

The plan provides that KCPL will own, inatall, and maintain the slectric
steax bofler and those customers would continue to be steam customers undar the
applicable stesn tariffs. Duriog the courae of the hearing, KCPL propoead sn
alternative vheredby electric stear boiler customarz wouid ba charged the appliceble
eslectzic rate.

KCPL would own and fastall the electric 2pace heating equipment, but the
customers would be responsidle for maintenance. The customers with electric spece
Reating equipment would be served under ths applicasble electric space heating
tariffe.

Ovnership of both the electric steam boilere and sll olectrie beating
equipment would pases to the customers &8s of Deecasber 31, 1993. Eowever, the
customers would bave the option of esrlier purchase ef the bollers er equipment st
deprocisted originel gest.

The Cewpecy provides bulldisg esergy wee studise 3t ths fecilities of each
Gtean cusicmer to {eterminme the apprepriete sizing of ths se-eite sguipment. DUader
the plan, ECPL would contises to pewwide theee emecyy esdins.
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in eenjunction with ite converpion plan, KCPL bae f1led revised tariffs for

12T i?ib " Bl NO. B

#team sarvice seeking approximstely 5.8 mfllien or a 120 psrcent increase on en
scaual Dasse. Duriog the prebearing conference KCPL eénd Staff

etipulated to a 03,2 mlllion revenue rsquizament (66 percent), Countimgent upon the
acceptance of the coaveraion plsn, KCPL proposes to phase in the revanue iunc-ease
over four yesrs 6t approxizately 13,5 percent per yesr with no defar-al or carrying
chargs.,

The Ktaff oppoess the Company's plen en ths ground that KCPL did mot
adequately evaluate the svailable alternatives to the discontinuance of steax
service, SBpecifically, Btaff contends that RCPL did not adequstely eonsider the sale
of the systen or tbe use of netural gee Zized bhoilara se an aiternative for ite ateax
customers. I sddition, the Staff contende that the fompany's plan to provide
electrie boilcrc or spacs heating equipnent violates the Promotional !raéttcsa Rule
and masks the trus coat of eonversion to alectrie heat. Btaff contends that KCPL has
not made an effort to market steam servica 1n {ta dovntoun stasm loop and KCPL bhas
neglected the managezent and maintenance of the system. The Office of tha Public
Coungel, the City of Xansas City and Jackson founty support the Btaff,

The Customer Intervenmors aupport the discctnectica of the downtown steas

distribution systex and alsc support the provision of electric Bollers or space
heating equipaent.

The State of Misscuri takas the peoaitios that if tha Commissicn authorises |
tersinetion of KCPL's contral azaticn eteam &istribusion servica, any phase
out/conversion plsn muet affozd steam service cuslomers adaguate Time to make sxd
form cholces Iveom amoug the varfouvs altermative Besting scurzes snd te fwplement suchd
Gacisions. Purther, the Glate contends that the oscvessicm 2las showid et
discrininete between slean customers as Tepetds 1he deiex 3% Vilch thay wel fmewe
capital ceste ad otder anpsnaes amsociated with thelr saw : §2 saathar dest

seeten. Fizalily. the Blate svslends thes BTL #9enld be sepdesd 12 scoovendate b
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euetemer e cosversion sitvation ec leng es such eonveraion 1e fully completed by the
dats astadlishad for cowplate terminstion of the etesm diatribution syeterm.

KPL Gas Bervice maintaine that XCPL's proposel to inatall electric stesr
boilare vicletes thez Comission's Promotional Practices Rule. Wowever, {f the
proposal is approved, XPL Gas Service contends that 4t should be allowed to dnstsll
ca=pite gua boilers and chillers and to charge rates eguivalent on a BTU baeie to
thosa set by the Commiasion for KCPL's eteax aerviece through 1995,

The fssues to be determined 4z this proceeding are threefold: 1) vhether
KCPL should be suthorined to terminste 4ts obligstion to provids central systez stasm
service; 2) vhether ECPL should be authorizcd to effer slectric boilers or slectric
epece heating equipment te {ts steam customers; and 3) what retemaking traatment
should be afforded stsam ssrvics.

II. Tercinstfon of Bteac Bervice

A, BRistory apd Current Condition of the Svatenm

The dietribution of stesu for the purposze of haating tha dovnzewn dietrict
commenced operations in Kaness City in 1888 as a by-preduct of alsctric generation.
Thie ssrvice was provided by the Kansas City Rlactric Light Company (a predecesser of
KCPL) from s geoerating station located at 6th ssd Baitimora (Basting Scetios No. 1).
As demand incrasaed, two additional plants wers comatructed st 33th ead Paltimors
(Hesting Stetion Ko. 2). The Crend Avenue Statieoz (foraeriy the Miggouri River Pover
Nouse) was purchassd from the Kansas City Tramsit Company §n 1927. A2 that time,
Neating BStation Ko. ! wae coaverted to & Pressere taduction plant avd contected to
Crand Averue with a pav Digh pressuze (123 P5I) waie.

e 1930 » Bigh pressurs malic wee built free the Grwnd dvenue plant te 10th
s2d NzCee ané By 1934 &t was {urther sntevdaed o & pressuss welestice plant st ird
snd Vysedotte (Beating Izatien PBe. 3. Meatisg Boatics 0. I wa Shendesed f¢ 1338,
sinze a second Bigh prassste sale Bed bee kails foow Grend asae 2 e
¥o. | samiimeing wp Vrandetne te Baniiag Bnetios %e. 3.
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The eyetem, @8 4t sxiste todey, extends geverally from 3xd Street south to
féeh Bevsst and frow Dek Btreet west to Broadway, It conelsts of two high pressure
{183 P31) uvoderground eteam distvibution mainms which eztend frem Orand Avenue Bration
and loop the service avea to serve Heating Stations Bo, 1 and 93 a short intermadiace
preasure (103 PSI) dietridution aystem and tha low pressure €13 P51) distribuzion
eystem, The stess eystam earves approximataly 130 cuvetomers. Twenty custcaers are
served directly from the high prassure systam, ove customer iz compactad to the
{ncernediste pressure system and the remaining cJa:oaoro are connected to the low
pressurs syster.

Pros 1918 to 1982, the total lengzh of eteam mein incressed frem 26,000
feet to over 61,000 feet, The bulk ef this {nerasse occurred 4p 31930, 1954 eud 1958,
vhen the high pressure system was extendad from Grand Avenue to the pouth end of the
systex, HucS of the lov prassure piping was built by KCPL's predecesscr 4n 1905.
Since 1982, spproximately 5,457 feat of pips have been disconnsctad dua 2o 2
ivcressing susber of customers leaving the syatem,

The Crand Avenue Station consiste of three large bolilexs firad by ceal or
natural gas and one smsll package boiler fired by natural gas er eil. BSimscs the
boilets were designed to produce alectricity at e higher temparstura and preseurs
than required for eteam, the utilization of these boilers sclely for the productier
of stean introduces thermal (oefficiency in ths stesz heat sycla.

Bince the Crand Avenuve Statioz was retired fres alscirisity productict in
1983, the boller desisn iisite the burning ef ccal ze high staam lesd perieds,
requiring matusal gas te be durned duving lewsy leed pevieds. With the vedsetion in
ptean load over the last few yeass. satuzsl gos fo weed alncet smclissively te
gonerete stedm. The opereties of the large beilers ave laber ifsmtesslive veguiving

ipcressing saintenancs sosls.
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duriog the peried 1983 chreugh 1986. Tha maintenance problems to the high presaure
ayatse Dave baen confined primarily to the failure of swxpaneion joints. Tha rels-
ti{vely good condition of the high prsssurs systes appears to bs éue to ths fact that
approximately 75 perxcant of ths pipe has baen fnetalled since 1950 and 4te welded
dooign 1o not as susceptible to failurs as the flenged dewign of the older sections
of the lov pressurs systen,

Ths lov pressure systez is in poor condition. Approximataly 4,952 feet of
pips was inatalled during the 1933 through the 1986 period. The cause of tha eon-
dition of the lov pressura oystem ie relatad to the age of the pipe. Porey-six
percent of 1t wss inetalled during the period 1900 te 1920. Water anters tha pipe
enclosure resulting {n corrosion and leaking pipes. Por dietrict heating to continue,

the lov pressure systex must be replaced or coxpletely rahadilicated,

In 1970 ennual dovntown steaz salas hit 8 peak of 1,220,016 MLBs serving
283 cuatomars. Tho 1986 downtown sales of 427,964 MiBs wae 33 percent of 1570 sales.
In addition, 547,164 MIBs wers acld to National Starch fn 1986, During tha paried
1982 through 1986, 84 customers laft the syatam. BEight converted to eleetric heat,
27 converted to vatural gas, 40 departures were the result of razed buildiags and ¢
wvere the result of cloeed or wacent buildinga.

In ths perind 1977 through 1982, XCPL was grantad etea= rate funcreases sf
11 percent (1977), 6 percent (1978), 10 percent {1980) and 19 percent (1982).
Despite these increases, KCPL ¢i¢ vot cover its steam operazing ccets botween the
years 1978 through 1381,

3. [Nasagement of ghe Eyeten

Cotil 1982 the sasagement of Che sveten wos lavgely decentusliszed. X0PL’s
treesaiseion and distridetion eyslen cparations departsent (T sad B} masaged both tha
electric and stesm epevatimme. T o2d D peen

ely 10 pevesnt of {03 2ime &=
stease spavetiona. WUetil ECWL fadcieted stefiss fo 1981, we Joeg rengs ples for the
€istrizt Iae
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maintensnce progres for the asyetem. The Company'e meintenance progrem consleted

saiely of zeacting to smergency eitvetions end repairing leeke ae they occurzed,

During the peried 1978 through 1981, RCPL sxperienced lerge losees on its
eysten. Im gesponee to the situation, RCPL centralized ito etesn mansgement and
began an inteneive maintenance program in 1982,

$taff contends that the curreat condition of the steam syotem 1 causad by
the Compary'a mismanagement and neglect of eyetam maintenance.

Although it s true that KCPL took & "patchwork" ampproach zoward
maintessnce of the eysten in the 1970s, the Comzission 4s unable to Iind that this
smounts to migmanagement or imprudence. During the pericd in question customsrs were
leaving the system. the psrcantage allocation of Crand Avenue to elsctric operstione
vas dizinighing and rates vere incrassing. Thue, the future of the systen wes
uncertein. A systematic replacement progras would have been costly, resultiag Lo
even higher retes and would havs been likely to force wore customers off the aystez.
Io sddition, KCPL took stepe &u 1982 to correct ths probdlems encountered ia the

1979=1981 period,

C. Marketing of Steem Service
The record reflecta that KCPL has mot aggressively markatsd stezm, KCTL

uses the same {ndividusls to market steax and slectric sarvvice. These marketing
efferts conaist of providing rate schedules anéd comparicas upos Taguest. In 1972,
KCPL officdals told ths builder for the Mercentile Back duildicg that steze may a0t
be availadle and that the all-electric cpticon should be censidered. REIPL’2 iptersal
wemos ouggest that ECPL consfdered vefesing service te the Jachess Covaty Jail and
was reluctant to provide service to the mew ¥iste Hetel. e recerd slse
dencantrates an fnitisl veleuctamce on the pavt of EI7L ¢o sspand e esrvize

(I3}, Parionel Biesed’s

tezzicery dr evdar te sevee Corem Products Devpes
predacsssny.,
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Braff contends that RCPL's fnadequate merketing of stesn and Tasulting

wmore adout ¢he future of steam service contributed to declining stean customers
frem 1980 forward.

Although it &s true KCPL did wot aggressively market steam during the
period in question snd KCPL hes a grester dncentive to market off=pesk slectric usage
than stean usage, the Coumiseion £inds no dmprudence or impropriety with raspect to
ECPL'e stean marketing afforts.

The staam systez is o0ld, customers have been lesving the system because of
abandoned or ressd buiidings oz bacsuse ths future of stesm was uncertsin as a
competitive anergy source given ths ineviratle future fncresss in stesm ratss. KCPL
produced evidence showing that the scguisition of all posssble heating custowars $n
the stean service ares would produce 255,989 MiBs in sales annually. KCPL esstimates
that addStional load would rssult {n ao average price psr ML3 of $13,65, 2
substantial focrease over current rates. KCPL gstimates that the scquisitice of 2ll
nev buildings addad fn downtown Kansas City since 1977 would produce oaly 38,288
8dditional MLBs 4in sales annually.

In the Comzission's opinfon. Staff's sllegstion that KCPL has fradequately
nstketed pteam and hae discouraged customers from taking stesm esrvice and csused the
decling of the steam systex is uafounded. The Tompany's 1582 etudy vrecognized that
4f 8 large custowmer could mot be sscured customar additicme after 1385 should de
discovregad. XCPL did in fact securs 8 large customer (CPC) which vesulted $n
profitable eperatiocns for twe years. Naticmal 3tevch's demead fs less then that of
€. The Eatioms) Szareh contract tersizates Dacembder 31, 1930, Cives the fact that
Naticnsl Starch Teprasents mere than ome-dalf of EIPLs steam leed, (¢ &s met
unressenskia for RIPL Co comvay to §1s cvalwsavs thet the futwme of sieam svvice
after 3330 33 fo dosdi. e Comsissisn Triacye Befl®s comention Thar E0°L %
sazkatisg «fferza dove conaed the deciine of e oot
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D. Reonvmie Pesaivility of Stesm Barvice

I the late 1970e, ECPL dnitisted studies with vespect o the future of ths
eteam business. The fir:e forme otudy, 8 Btudy of RCPL's Gteam Reat Bueiness, was
goapleted 4o 198]. Tha second study, RCPL long Rapge Btean Plavnning Study, was
completed 4o 1982, Thess studics conteined varicus recommendatiome for the slesc
syeter. Both etuliee Tecommeunsd that the Compeny 4mvestigate the poseibility of
large cuestomer additi ms. Tme 1981 study sugpested the sale of the gystem ac &
poesible alternstive, Howave., the 1982 gseport recommended thet 41f a large customer
could not be securecu, ey ¢ustaiiera should not de added gfter 1983 and cuetemer
conversion to electric kest snhould b3 promoted.

In 1982, KCPL filed s steam rate case (BR-§3-243) and concurrently begen
negotiating & stesn eontract with CPC. It was estimated that this cuptomer sould
triple ECPL's anbus!l cteax ioad. Tha sgreement was signed August 3, 1983, and XECPL

vithdrev 4tg stezu f£iiiag. CPC so0l4 4te fecilities to Hational Starch in 1985. RCFL

nepotiated an agreeme.t wizh i» ‘ovnel Starch effective Deeemder, 1983, But Eationel
4 Sterch's eptimated etear h-~ai reguirawsnt waes about eneofourth of ghe CPC 4dmitiel
estimate.

The lower -lass dcmand for Hsticoal Btarch coupled with the 180 parcent
allocation of trc &. 15éd lvenus Btmeion to Btesm productice Bas imcressed the eoet of
stean heet snd has created epesating losses for ECPLg stean busimess. IC fe dacanves
of these conditions ¢ a%t T7P. has £4iled the fastent casa.

In Auguat of 1984, HCFL imitisted o study which vesuited fa 3bs Dowmtaws
Bteen 8vaten Caa§txaiaﬁ ftudy (o-hibit 32, Schadele 1). This study wes eomslsled o2
Mavch I, 1986, axd feums tha lasls for E{TL°e downtown oless sevvice ples a8 prepessd

fn this case.

The «2way azaliveed The pevlstted siz and esat of savvrics fmgees of 39

stess evpals end Qirzriderion satisse. Ve beet e =

she fellowisg sswempis
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i. &lA Ratube the beilers at Grand Avenue Station, veplace the
dimtridution aystem, continve central steam dlstridution
sud maintain current customer level to the year 2000,

2. €I fane a8 GlA sxcept 60 percent of customer ealem are
Joet by the yssr 1990,

3. ClA Dl{scontinue central steaz df{etribution, Snetall elsctric
boilers on cuatomar's premiess by the yasr 1950 and maintain
the current customer leval to the year 2000.

4, CIC Pame &s ClA except 60 percant of the stean sales are
lost by 1990,

These estimates suggest that continuipng currant operations at Grsnd Avenue
would ba lese expensive on an annual basis than on~site production sesuming current
sdles levels. BRovever, as sales dacline, on~pite production of stean is
progressivaly less expensive anrually than maintaining a central steas etation and an
vnderground eteam distribution system. Thie is because the on-site production optisn
avoids the risk of dncurring the large fixed cost which would preveil uvnder the
district baating option where customsre continue to leave the systenm.

KCPL estimates the capital coet of converting to steam boilers at $23
sillion assuming 100 parcent steam custemer participation. In additior, at lasat #3
aillfon of dewntown electrice distridution system construction would hares to be
advanced to the 1985 to 1990 period under tbs bofler opticn. In costrast, the
capitsl expenditures estimated to rehabilitste Crasd dvenus and the distridution
systes is §17.3 million sssuaing 100 percent customer participatien.

The 5taff criticizes RCPL's conversion study Decauss (1) 4t zejacte the
oale of the systazm as an optien; (2) 4t dees not consider the fnstallaticr of mstural
gas-fired package boflers at Grand Avemve Staticn; snd (3) St does mot cemsider
oo~afte matural gas Belilere for the predustiss of stasm savvics.

$248f witvess Killer periovmad 52 ssalpels sstisaliing the cont of retevaing
the atesn Evaten U2 &2 aceepsable lssg-veags opevetiag scoditien. M. Miller
cencluied thatl the Beet leng-leve slilerusiive fs 0o Sonsell mew patiage goainil fived
dedlazs 8t Grsnd dvenm Paaties, walasd The RS povssan apeten & st Uu Jew
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presaucs cugtomers, end vapair the high presasure eystem at a total cost of $11.8

silifen. MNr. Niller aleo estimated the cest of @ ehort-tarm rehabilitation option at
$2.6 »iliden, Howvever, Mr. Miller conceded thet ths ebort-ters astimatec were
understated,

Based uvpon Miller's long-term rehabdbiiitation estimate, wvitness Dahlan
caleculated tha 1987 cost of etear at $11.78 MLB, including Xatfonal Btarct acd $14,5¢
MLB without National Btarch. Tba current cost of steam is approxiastely $10.50 par
MLB, The Commission s pareuadad by Company witness Levasque's arguments that these
ssticates are understated as they include no raturn of or on existing plant and
uoderstats natural gas prices, Adjusting for these two items, would add
spproxinately $5.58 per MLB, {ocrasafng the 1987 cost of stsan under the long=-term
vehabilitation scenario to $17.26 par MLB. Tha Commissien sotes that theae sstimates
sesuze the retention of tha existing stean load.

Excluding the consideration of capital costs required to convert from steas
to another anergy courss, the current steam rate at $10.30 per NLB fe very close 2o

the current slectric apace heating rste of 3.7 cents per KWH. $10.30 per B is

rvoughly equivalent to 3.3 centa per XWR. Under the Coapany's test boller prozram, |
oaly one of four cuatomers would have paid higher vatea had they been charged the

electric rather than the stesm rates. The patural gas vate is lower than both ths

atean aud slectric rates. The zecord reflecte that $4.80 per MCF is equivileat to

$6.00 per MLB. At the time of the hearing ¥PL Cas Bervice charged a compercisl rata

of $4.2) per NCP. Thua, vhen capital comversion costs ave excluded matural gas is

the lovest cest option with electriz Defag very cless to turrant stasm ceste.

The caly comparisons of the ¢oet of stesm 2roduced By cemtral dlatridutien
atean, en~¢ite gas bolless and en-aite slectzic bellsve wnpressed {2 tarms of dollass
vex LD {a containad fn Sneffl witoess Dehlec’s testimomy. These figuves ware
adizsted 12 Conpany witemas levengee’s femsimeny. Wiisews Leovsepes sflustsd e
figuzee for vhat be cessideced to be sedervisted gan prices, g Seiler sests sad
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evezeiated electric boller geste. The following teble shows the 1887 cost per M.D

fer the thrae alternatives compering the enstimatas of witnees Dablen snd witness

levaague.

Dahlen Levesgue
Diserict Heating (Long-Term Rebab w/Nst'l Btarch) $11.78 8$19.18
District Reativg (Long~Term Rehad w/o Nat'l Starch) 814,50 821,78
Individual Natural Gas Boilers (200 BEP) 810,86 822,27
Indivedual Klectric Boilers (200 BHF) 026,69 024,58

These figures suggest that steaz produced from the central ayetem is ths
lovest cost ©f the thres alternativees and that slectric bdoiler production is the
highest ccst alternative. Thess estimsces are consistent with XCPL's downtows steax
conversica atudy which shows central stean production from Grand Avasmus to bé lower
ia cost than on-sits electric boilar production of steax, comeidering both gepital
coste and annusl operating costs snd sssuming ratestion of currant customer lcad.

It is importsnt to note that under both Btaff's rehadilitarion pler and
Cowpany's rehabilitation scemario for central steam productiesn, eurrent ecustoner lead
st be retained in order to keep central stezm ssrvice cowpstitive., As suatomsr
sales decline the cost ef centrsl steam incrasses aad the cost of om-alte production
declines. This s becauss ths capitel ecsts associated with cantral stess
distribution does mot vary sudstantially given fewer customers of lowsr sales. 4s
customer aales declise, the costs muat be apread ameong fever costomers snd the cost
per MLB focreasas.

Iz the Coumiesien’s epinicn. for siesm seTvice 2o be succesefsl fss price
mat be competitive with ether snazy® alzernetives. The fwivent o9t of svesm fe
barely eompeticive with thw slestvic and setenel ges aliemmaniees. Tie fa o
by the fale 3hat cwilomers huve besm lewvisg Do srecen fo feser of slsssvie
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stipulaced o & revenue requivramant of 03.2 willdon, & 66 percent finersass based on
the surrent cendition of the aystem. It 1s only rmasonable to sssuma thet mora
customers will lasve tho system £f feced with a 66 percent vats fncrsase. The eonly
way central atsan servica can be cowpatitive and sconomically succeasful 1s if
eustorer load increasss. If tha extfating system requires a 66 parcent imcresee,
keeping the price at currant levala would reaquire an increass in steas asles.
Retimates to vehabilitate the systeanm ranga from $11 to §17 million. Such an
duvastaent would require even higher rate increases unless customer sales increased
substantially.

It 4s gonersally true that district heating has not expanded in cities
bayond the core arsas vhers thers is edaquats locd density. Bacauess of the high cest
of the underground distribution syates, adequste load density (stean salea per foot
of main) ic eseential to support the cost of the system. Thia is the reason systems
tend to sarve only the downtown commercisl end industrial arsas of eitiea.

In the Comnission's opinion, it ie unlikely that a regulated utility can
turn central diatrict steam operations into a profitahle venture. PEven the Etaff
concadas that XCPL can't succssd in the stsan businsss. In fact, Staff admits that
4t doss not know if s regulated yut{lity can provide stean service on a prefieadle
basis,

4 governumsntal eantity ot 2 cocperative, willing to offer the service sa &
vonprofit Dasis might e adle to successfully cpevata the stesn busivass. Ao
eatreprensuiisl entezprise would hawve to de willing to fovest large amcusnts of
capital to redsbilitate the aystem, freese rates, and fovege & Feturs or the
iavestmest f2 the early yravs with the sim of fzcveseing sales end f32iate s
aggresaive wardeting campaige.

Iz the Cowmisnicn’s opinies 12 wnld Bbe vezesscnahls o8 megeire BN te
eagege in a3 astanafve o ies pesieat, ddarge SORCOWSTRRTITY
sagage i 4 aggresaive metleiing sl #020 e Bege of o
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eyeten. A2 moted sbove, cuetomare are zentinuing to leave the systex and more than
Balf of the customere who have Jeft the syetem since 1982 have dove so because of
sbsedoned or rased Luildinge. RCPL hee Do sontrol over edandemed buildinga. The
Cemmisaion suepects that the future of atesm servica depends as much on the suecass
of zavitalication of the downtown ares @@ or. marketing campaigns,

RCPL has kapt the price of steax steble mince 1982, The addition of CPC
1983 added witelity and hope 2o the future of ptesm service. Unfortunately Katienal
8tarch's load is mot high enough to stebilisze the system and ite contract expires in
1980. %he vecord vaflects that National Starch has indicated that §7 par ¥MLB is too
expensive for steaam service. HXCPL has been wnable to attract othér high load cugtom-
ors to {ts system as its inquiries revealed that customers located morth of the river
are not {nterested in connecting to the National Btareh extension.

Baged on the foregoing coneiderstions, the Commission determinea that the
central steam diatrict service 4s no longer viable ae 2 regulated wtility service (o
downtown Kansas City and, therefore, RCPL should be velleved of 4ts ebiigation to
provide ateam service as of December 31, 18%0.

B. Sale of the Bysten

ECPL bas chosen net to offer the system for sale based on the assertiecn
that the system can't be salvaged. RCPL centends that a pew operator would bave ¢o
radee rates forcing more customers off the system. Finslly, KCPL ergues that if o
nev operator goes out of business the vemslining evetomers will have te ebtsis en
alternate beating souzece and it is vnlnowe {f cempacsatice would be offered.

£taff contends that ECTL ehesld sot be permitted 22 sbsados fte central
stean business witheuwt fire? explering the optiss of the sale ef the sysien te
gnether entity. 85uall saistaiss the: snly the mazhe? ges determise £f @ emanisy
e 2 the dovntees slesm beainess,
et Rest Qog svetems In the Delted Basies ame evoteadd
e Jorre B 2ald slese TR, The seetes)

aziste which is wilifeg o ®ale 2 viedie

@3das sastyal &

ad stee o dinrviet Baend
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districe beating eystem {n downtown 8t, louis wea recently aold and 1s experiencicg
successful operations. This ssle was approved by the Commission in Case No.
B-84-38, 26 ¥o. P.8.C. (K.B.) 616 (1984),

ECPL bhas receivad inquiries expressing iunterest in purchasing the aystex.
Kevertheleas ECPL 4o detormined that it will mot consider sele of tha systex deapite
the fact that Ste 198] study recommended that the sale option be fuvastigated,

Although tha Comxission has determined that XCPL can't succesd in the stese
businees, it 48 unknown 4f another entity covld make a succees of ft. 4a noted
above, guccess requires & willingness to charge noncompenasstory rates st the ovtsel
and ths adility to commence an aggressive markating eampaign to increase salas
volums.

The Comzissfon agresa with Staff that only the markst will detsrmine
vhether an entity exists with the expertise and intersst trequired to make 2 success-
ful business of central steaz cpsrations.

The Commission does not beliave that staan ssrvice as ¢ heating opticn for
Kansas City customers should disappear without firet exploring whether or not 3
reliable purchaser sxiste who is villing and adle to opsrate the bdusiness on ¢
succsssful basis.

Basad on the foregoing, the Commissioz datarmimes that ECPL should maks ¢
good faith affort te sall the oystenm. Ths Company adeuld solicic ite propesals for
sals or trazefar of the system and conduct Regotiastions with respact to purchasers
and raport te the Commiselon as to fts pregress. The Commission dotermines that RCPL
shouid prepare & veguedt for propessls (RF7). The ¥IF adall vaguive that ssch
propossl centadn: (1) the propessc’s guelificstiens: {3} the sale price; (3) e
sprroach te previdisg stess ssvvice; (4] stem Tetes o be changed; and (3) whe
dispeainicn af the Crand Avense Blatice. T shenld sewpare fis tageese far
meeelts f it wmle ol o2 o alee Jesewy |, 1000,
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ECPL witness Basudoin atated that the solicitetion procass would take sbout
three months. Therefore, 4t would not ceuse undus delsy with rospect to ECPL's plans
to terminats servies. The Commission recognimas XCPL's dntsrest 4n terminating eteax
service. Howaver, the erucial data for tarmination fa December 31, 1950, the date
for the expivation of the Kational Starch contract., Oo the other hand, the Commis-
eion doas not balieve protracted negotiations conecarning the ssle of the systez weu' -
soTve any useful purpose, GKuch s delsy would not ba in ths public {incerast as it
would only add to the uncertaioty concerning the future of steax ssrvics.

3II. Cooversion te Neating Egquipnent

Staff and XPL Gas Bervice contend that the KCPL plan to offer boilers or
spece basting equipmant to customers at mo chargs 19 a violetion of the Promsticnal
Practices rule. 4 CER 240-14.010(5)(G) defines Promotional Practices as follows:

eve Gny congideration offersd or granted by a public utility or

its affiliate to any person for the purpose, express or implied,

of inducing such pereon to select or use the service or

additional service of such utility, or to select or install any

spplisuce or squipmant desigued to vee such utility aervice.

"Applisnce or Bquipment" s defined as "... any davice which consvess
slectric or gae energy and any ancillary device required for ite operation.®™ 4 CHR
240-14,010(5)(B).

As 1s perticent to the {ssves in this case, 4 CSB 240-14.020(5) and (6) eet
forth the following probibiced promoticssl prectices:

(3) The provisten of fres, or less then cost or value, wiring,

piping, appliances 77 eguipment to any other pexasen is pro-

bibited, provided that @ wiilicty, exgaged fo a» applisnce mer-

chandiaing sales program, shall sot de precluded from comducting
legitimate clossouls of appliances, clsavance seles, and eales of

danaged or Teturwed applisaces.

(6) The provisies ef fres, or less than sea? or valse, Sostells-
tien, oparaticn, mepair, mdificstiss ev miintensnce of appli-~
migwgﬁsm“ﬁﬁa&wmmk
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ECPL contende that ite equipment offer e not a “"promotional praceice” on
gha ground that the offer i@ vot one of inducement, but rather an offer of compensa-
tion to KCPL's etem= customere, whose steam service 1s baing terminated.

In the alternative, esbould the Commiesion £4ind that the ordinary applica-
tion of the Promotlonal Practieces rule prohibite the equipment offer, KCPL requests
au exemption fren the rule, basad on unusual eircumstancee.

In the Commission's opinion there fe no question that KCPL's aquipment
offar 1@ for the purpose of inducing ECPL's atesm customers to select electric ser~
vice upon termination of steam mervice, KCPL haa stated that {¢ desires to retain
these customers as electric customers. In addition, RCPL'e 1984 report addrassing
conversion of the district steam system acknowledges that electricity eculd not be
compatitive with nstural gas (for customers who ecan bs convertad to matural gas) if
the customer has to sustain the cooversios costs,

It 10 true that one of the goels of the plan 48 to provide assistance to
stean customers for the purpose of converting to an alternate hsating source. Kever-
theless, the fact vemains that the equipmant offer induces the customer to econvert to
electric servics, A true compensation plen would offer the cost of alternative
heating equipment which would avodd the "inducement™ prodlea,

The Comalasion finds that RCPL's equipment offer is clearly a prohibdited
promotional practice uader both 4 CSR 240-14.020(35) snd (6), asz it comstitutee the
provision of free or less than cost aguipssnt and the provisicn of frae or lass than
cont installatics szd mmintenanze ©f sguipesssnt.

The Commiesicn Delfeves that 2ltheugh the Cernisetics of stesm service fe
an extraordisary cireumstence, the equipmest effer ccasiitules the kisd ef practice
that the Premsiicnsl Practices Tule was deaigned

ttus coet 2f ssoversies %o the ssetesey 3ud 3u Tesuiz do 3 Shelse 90ich f2 ot fa

the cwatemas e @

=iz hast Istezest mver Ube lowg teee.
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ECPL contends that ite aquipmant offer da not s "promotional practice” on
ghs ground that the offer {» not one of inducemsnt, but rather an offer of compenna~
tion te KCPL's ateaz customers, whose stean service is baing terminated.

In the slternative, should the Commission find that the ordinary applica-
tion of the Promorional Prectices rule prohibits the equipment offer, KCPL raquesta
st axexption from the rule, based on unusual circumetances.

In the Comxission's opinion there is mo question that KCPL's squipmant
offer 18 for ths purposs of induciag XCPL's steam customers to select electric ser-
vice upon terminstion of stearm service. EKECPL has stated that it desires to retain
these customers as alactric customers. In eddition, KCPL's 1984 report addreasing
conversion of the dietrict stean system acknovledges that electricity eould mot be
competitive with natural gas (for customers who can be convartad to patural gas) if
the customer has to sustain the conversion costs,

It 4¢ true that one of the goals of tha plan is to provide sssistance to
stesr customars for the purpose of converting to an alternmate heating source. Raver-
thelees, the fact remasins that the equipment offer dvduces the customer to convert o
electric service. A trua tompensation plos would offer the cost of alternative

hesting squipment which would aveid the “"inducemsnt™ probdlea.

The Commission finds that KCPL's equipment offar {s clearly a probibited
prosotional practice uader doth & CSR 240-14.020(3) and (6), as it constitutes the
provision of free or lase than cost squirment and the provision of free or lese than
cost inetallaticn szd maintemance of asguipmant.

The Commission Delisves that altbough the tarmizsticn of stess sezvice 43
an extracrdinary circumstance, the aguipmass offer cosatitulas the Riad of practice
that the Promoticesl Practiices Tels was desigeed to prsbiiiz. The oifss sasie the
true coat of comvarsies to the castomer ond 'way Tesuis i & chedce which is met f
the custenas’s scenemiz bast Sntenest ever The Joag Terw.
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The vecord reflects that KCPL intends to request & deprecistion suthority
erdar allowing it to dapreciate the equipment by 1995. Accordingly, RCPL may seek to
racover the dcptccintioL expanse sasociated with ths aquipment 4s rates. In
addition, 4t 4s unclear whether ECPL will lster request ratsuaking treatment for this
squipment in future vate cases. Retemaking trestment of the aquipment provision to
stean customers raises cross-eubsidization issues.

Io order for KPL Gas Service to competa with KCPL for heating cuatomers, ..
reQueats the opportunity to offer hesting equipment to steam customers if the Comzis-
slon approvas ECPL's coaversion plen. This approsch puts XPL Cas Service in the
position of providing "compensation” to KCPL's stesm customers in order to acquire
their business. If KPL Gas Sarvice is allowed to offer free hesting equipment eo
former KCPL staam loop customars, should not other new KPL Gas Service customers
outside the dowvntown cfan 8ls0 ssek free heating squipment? This vaises
discrizination {esuss., 1In addirion, KPL Gae Service would surely seek ratemaking
treatmant for its equipmsnt offar, wvhich aleo veises crose-sudeidizaticn {ssues.

4 variance to the Promotionsl Practices rule can ba granted te a utilicy
upon a "... proper showing by it that it 1a faced with sud must meet unregulated
eompetition..." 4 CBR 240-14.010(2). No such showing bas bean made in the 4nstant
csas.

Based on the forsgoing, ths Commissien finda that KCPL shall wot offer
beating equipment to {ts steaz custosers under its proposed conwersion plsn.

In sddition, with vespect 2o ECPFL%s test boiler program, RCPL sdall offer
customers who have had Doflare fnstalied on the premises tha epticn to purchase the
equipaenl o be Teconrtected Co Che slee® srelen. The eguipman? wust be transferied

or the costomass wuet De recenacted fo the stzde syataw withis twelve {12} sentde of
the affecttve date of this Rapor: end Onder. Oeatowss v Puschase e Bdellsss
sarvize fe thaws

aeld de cdazad the apprepsiete slectric mair for alecivie
bedlens.
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A2 noted above, KCPL and Staff have stipulated to a §3.2 millicn revenue
requiremant (66 percant)., Under ite proicud convsrsion plan, KCPL vequansts to phage
in the revenuz requirement over four ysars at approximataly 13.5 percent with no
deferrals or cerrying charges,

Bowaver, {f the Comzission epproves KCPL's request to tervinats service b
1991, dbut does not suthorize ECPL to furnish slectric heating equipment, KCPL 4a
willing tc forgo any stean rate incresse for the remaining lifetima of steam service
40 compensation to its steam customera.

In the Commission's opinton freezing rates pending the termination of
ssrvice is reasonsble, so long ss no service 1s terminatsd prior to Dscember 31,
1980. The Commission bas already recognized that the crucial dete for the termina-
tion of stean service i» Decenmber 31, 1950, the expiration date of the Netional
Sterch contract. If there {s no conversicn program, there is no mecessity to phase
out the stear sarvics as customers are converted to slectric agquipment,

Under this spproach, the steam customer will have recaived sarvice bdaesed
upon the rate satadlishad in 1982 and thua vwill receive s form of compensation for
the inconveniance and expense of changing te arother heating service. The cuestomere
will not ba forced off the systan by facraseed rates pending ths sale of the systea.
Such preservation of the customer base could dmcrease the possibilicy of a sale,
Tinally, the steas customers would de giveo the sssurasce that stesm service would be
availeble at current rates uatil sale of the syatem or watil adandoament.

In sdort, this approach would allow customars time to sk the most advan-
tagecus haating altermative, would coapensate thew wizh s2sbie beleov-cost rates wntil
2d. 22d wonld give ¥ = fnomtive o fisd »
duyer, 1f coe axista. Based en the fovepeisg. the Cowniesics delavnizes thec ECFL
a%all el Terminete Glsam aarvice 00 Say of (s Cestewmess poisr ¢ Deaosber 33, 1990,

ths steaz sysiem s seld oz
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and thae ECPL shall continue to offer ateam service &t current rates until the systom
is #01d or adandoned as of Decamber 31, 1990,
V. Svmary

The Comziesion hae found that KCPL shall be authorigzed tc shandon certral
steam distribution sarvice as of Deceaber 31, 1990. EBowever, KCFL shall make & good
faleh effore to sell the systen and shall not terminate ssrvice to any ecustomar ustil
adandonmert, KCFL shall solicit prcposals for sale or transfer of the system as soon
88 reasonably practicable snd shall report to the Commission se to the outcome of 1its
efforts ou or before January 1, 1989. KCPL shall freaze ratas at current levels
until the eyster 4is sold or adandonsd.

Conclusions of lLsv

The Missouri Public Service Commission has arrived st the following
conclusions of lav:

KCPL 4is a public utility providing steam heat and electric ssrvica in the
Kansaa City arec and as such fa subject to the jurisdiction of this Commiesicn
pursuant to Chapters J86 and 393, REMo 1986,

In cases involving tha sbandonment of public utility service, the

goneral rule {s that a pubdlic utility hse mo vight to discontinue

or abandon {ts service or any pert of fts property davoted to

publiic use oF to impalir ite adility tc perfers its pudlic duties

sxcept with the conssnt of the Statai and the mars fact that the

enterprisa or particular service f{eo umprofitadle does mot Justify

the utility in ceasing or refusicg to perform its duties. 3B

C.J.5. Ssction 9, page 14§.

Ths Commisaion has addressed abandomsent of sevvice in railrcad absndon-
mants 39 well as abdandossents fovclving, ges. e2leciric and telephome wtilities. The
Commtesicn Ras adivdiceted twe stesm adandomment casse fnvelving the 5. Jeasph Light
& Pover Cospany.

e Nisasuri courta bave sdepied the geoersl rule Thet & psbifc s2ilicy mey
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detornine vessonablensss, the guestion of the expenditurss nsceesery to maks imprave-

mente and cost ef cperating lines were "potent" factors. City of Kirkwood, at 120,

ity of Kirkwood duvolved the abandooment of a spur of & strest railroad.

The atandard gemerslly utilized by the Commissfon in sbandonmant casas %o
the converes of that applisd dn the grant of & cartificate of public convenience end

Becesaity: the pudlic convenience and necessity oo longer require tbe operation of

the sarvice in Question. Re: Bt. Joseph light & Povar Cowpacy, 22 Mo, P.B.C. (N.S.}

180, 182, (1978), Thbe otandard is wat by applying a balaccing teet, wafghing the
Josaes incurred by the utility ageinet any putlic need for the eervice. The
ossantial factors to be considered are: (1) the coat of providing the service; {(2)
wvhethsr the eervice can be opersted ot & profit; (3) the customer dezand for the
service; (4) whether an alternative service 4o availadls.

The Cozzlssion bas found that the long-term proviaion of steanm service
would require subatantial capitsl investment regquiring fncreaged rates. The Cowaie-
sion bas also found that the provieicn of service absant any large rehadilitation
effort would require & 66 parcent rate increase., Tha Commiseion haz found that
customers coutinue to lesve the systen aad given the inevitability of fucreased rates
continued defections are to be expacted., The Cowmission has found that an alterma-

tive service 4s evailadle to stea= customers, either 4z the form of centizued stsan

eservice if che ayatem Is ecld or converszion to electric or matursl gas ssrvice.

Based on the foregoing consjderations. the Commission cencludes that ths
public convenience and nscessity mo longer reguire that RCPFL cestisne the previsios
of central stesn distridution pervice in dovniown Kassss City. Thszafeors, tds
Comnissfcn concludse that KCPL shall De sutherised teo discostises stemn service uwader
the cenditions set forthk = this Report sad Gvdss.

Toe Comnisaion Bas found thas BUPL's prepcesl e zewwesl Sledm Dullonete 19

electric beszing eguipmsnt should be seiectad - §2 ¥
{6).
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KCPL's taviffs which are the subject matter of this proceeding were asug-
pended pursusnt to the authority vested in this Commiseion by Section 393.150, REMo
1978, end the burden of proof to ehow that the increasad retas ars juet and reaspon-
able 4¢ upon KCFL,

The Commission may consider all fects which i{p its judgment have sry
bearing upen the proper destermination of the satting of fair and reesonsble rates
The Comxiesion has found that KCPL'a rates shall remain st current levale until the
systez is abandoned or eold.

It {s, therefore,

ORDERED: 1. That Kansae City Powei & Light Company ehall make & good faith
sffort to sell 1ts csntral distribution steam pystem and shall prepare a requast for
proposals as set out in this Report amd Ordar.

ORDERED: 2. That Kansas City Pover & Light Company shall report to the
Comnisaion or or bafore January 1, 1989, as to the results of its efforte to sell the
systen.

ORDERED: 3. That Kansas City Power & Light Company shall be authorized to
abandoo central district stean service as of Decesber 31, 1950.

ORDERED: 4. Thet Kansss City Jower & Light Cospeny skall mot terminate
sarvice to aay steaxm customer until a cransfer of the aystem eor udtil Decsmber 31,
1990, 4f the sale effort fe mot successful.

ORDEIRED: §. That Xansas City Power § Light Compasy’s prepesal te eomvert
ite szear customers %o electric heating ecuizmesnt be, and 2 fs. hesedy Tejected.

C3DIRED: 6. That Esssas City Power & Ligh: Coupeny 92ell offer customers
which have Bad tes? boilers fetelled en their premises ths @ticn %o puschese the
deilaze o Do recosaeciwd to the stase sveies. The tvansler of epipeest o
recoaneciion weat be completed withis terlws (110 mentde of The offestive dote of
this Ragent and Cudms.
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OEDERED: 7. That the tariffs filed hevein by Ksnsss City Power & Light
Cempany be, and they are, harvebdy disalloved snd Eansas City Powar & Light Cowpany
phall continue to provide merviece at current rvates pending eale or abandoenmant.

ORDERED: 8, That late-filed Exhibit No. 58 is hereby received into
evidence.

ORDERED: 9. That this Report and Order ehsll become effective on the
30th day of October, 1987.

UY TBE COHHISSION

ervny G.E&ubbl

Becretary
(s2ALl)

Steinmeier, Chz., Mueller, Hendren,

end Pischer, CC., Concur.

Musgrave, C., Dissents with sepsrate
opinion and certify compliance with

the provisione of

Baction 536,080, RSMo 1986,

Dated at Jefferson City, Miesouri,
this 7th day of October, 1987,
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BIATE OF MIBBOURI

PURLIC SERVICE COMMISBION
Case Ro, BO-P6-139

Iu the mattar of the investigation of
steax service rendared dy Kansas City
Power & Light Company.

DISSENTING OPINION OF COMMISSIONER CHARLOTTE MUSGRAVE

1 zvespectfully dissent from the majority 4in this caae concerning the
applicabiliity of the Commission's "Promotionsl Practices Jule"” to XCPL's offer to
place free dollers oo the premises of steas loop customers. KCPL's equipmant Off.t.
is not for the purpose of "tnducing" customera to use RCPL's service or additionsl
service., These customere are existing customers of XCPL and thersfors are already
using XCPL service. The equipmant offer msrely sesiste stear customars o comvert to
an slectric heating source, and this compensstes them for the inconvenience
aspociated vith steax service termination. Thess customars have been using stesn
ssrvice for many yeare. Oue of the advantagen of stesm sarvice {s that customars
gesd ot 4ncur the capitel coets assccisted with dnstelliing a heating plant ex the
premisas. Vith the termination of steam zervice these customers would de without
Rheating eservice, in effect eotranded customers. Given the high cost of gonveraien, it
4o not usreasctadle to predict more adsndonad duildicgs f2 the downtown ares &2
customers Buat pay conversiex costs.

4 probhiditieon of ECPL"s bPoller plan would werk & Revdedip o the wtilizy
customers and would demalin XFL Cas Seveice %o the exlsat cuslomats CE2 Ccomvwert to
gae savvica. Approval of RIPL°s equipmest plas weuld benefit stesn custowers and
would alse Bevelit ECPL with fscresesd slecizic sales. I» 1his Cowsisaisner’s
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in =y opinion tue Promotional Practices rule was mot designed tn probibit
sustomer assistance provided dy s utility where publie utility customers are suddenly
left without utility servieca because the service in question 4s sbandoned,
Therefore, I would find the offer of haating equipment in the instant case does not
cons within the Promotional Practices ruls,

Bocause the sbandonment of tha stean systez results iz s unigue s{tuatien,
I deliave that KCPL should be slloved to offer squipment at no cost to its atecx
oustomers if ite sfforts to sell the systen are not successful. This progran should
be approved on the econdition that ECPL dose mot seek to recover the eost of servics
of this equipment in any form (deprecfation expense or rate base inclusion) in future
Fates, I also believe that XFL Cas Service ahould bs allowved to offer matural gas
£ired boilers &t mo cost to exieting steam customars at stockbolder expenss o loug
a8 it does not peek to recover these costs in future ratee and charges the
spproprists natural gas rata for the service. The offsr of equipment by aither
company sbould be permissible only 1f central steam distridution is abandoned

sltogether.

Respacefully sudmitted,

Rated at Jafferses City, Wissourt,
oa thia 7tk day of Octoder, (087,
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EXHIRIT 4

CRAND _AVENUE STATION

1. Gepneral Description of the Facilities

The Grand Avenue Station (Grand Avenue) is located on the
Missouri River north of the main business district of Kansas City,
Missouri. CGrand Avenue was purchased by Kansas City Power & Light
Company in 1927 and is now the oldest operating plant in the KCPL
svstem. The station's facilities were originally designed primarily
for electrical generation with steam for heating purposes being pro-
duced as a by-product.

The electrical production facilities were retired from service in
1985 and Grand Avenue now consists primarily of steam production
facilities and electrical transmission and distribution facilities.

In addition to the existing steam production facilities,
associated structures and lands offered for sale, the existing plant
inventory of materials and supplies is also included in the sale.

Excludeéd from sale are the electrical transmission and
distribution facilities, for which KCPL must retain both ownership,
and related easements and rights necessary for access, operation and
maintenance activities. Along with the electrical facilities Grand
Avenue contains other items which are excluded from sale. These items
include several turbine generators and their auxiliary equipment which
have been retired from service and machine tool equipment located in
the main structure.

The general locations of these facilities in relation to the
Crand Avenue site are shown in Illustration 1. Please note that KCPL
shall retain title te the various switchvards and the switchroom
addition, which adjoins the Grand Avenue Station main structure.
These retained items are shown in yellow on Illustration 1. The green
lines on Illustratien 1 indicate retained easements by KCPL f~r its
electrical facilities.




1. § ¥ o t cilities

The  steam  production  facilities consist  of three major
components:

(1) The main building. This building houses the boilers,
water treatment {acility, storeroom/office area, and
shower/locker room. Major pieces of equipment housed
in this building are described in more detail in
Table 1. Illustrations 2-5 are photographs of the
structure.

(2) Ihe intake structurc. This building houses the circu-

lating water supply pumps which were used to supply
condenser water when electric generation was occurring.
Currently the auxiliary water pump supplies cooling
water for heat exchanpers associated with boiler
auxiliary equipment. Illustration 6 is a photograph of
this component.

(3) Fuel receiving and storage area. This area, located
west of the main building, has the capacity to store
approximately 15,000 tons of coal, and also houses a
fuel oil tank with the capacity of 643,000 gallons.
The fuel storage area has located within its confines a
structure which houses an office, lubrication supplies,
and minor maintenance equipment. A portion of this
area is shown in Illustration No. 7.

Main Building & Equipment

The main building contains four boilers capable of producing
steam at 600 psi. The three larger boilers (6, 7 and 8) were manufac-
tured by Combustion Engineering and were all installed prior to 1950.
They can burn pulverized coal or natural gas. Beiler 1A, which was
added in 1969, is a small package boiler fired by natural gas or No. 2
fuel eoil.

The operation of these beilers imvolves a number of constraints
vhich should be noted. Because these boilers were designed for the
production of electricity. steam is produced at 3 higher temperature
and pressure than is needed for heating purpeses. Thus, {t is neces-
sary to ceel (desuperheat) and reduce tm szm pressure prior to send
outl to the steam distributicn system. Condensate for desuperheating
water can be supplied te the remmte f@s& ef plant) desuperheating
stations by ©vo desuperheating pumps. City waler csn alsze De used feov
this purpose. The cenfligeratien of the beilers and the downtovn beat
lines ave shown on Dreoeing 2. BC 43700 S8 €133 (folloving
Fllustratien 7). It shewid alse be wated thet the dasige of the large
%ii%m limie mmﬁm te high lend perinds. Wizh e
smimmmzmwmm
@i‘m MMMMMﬁwﬁ MSE@%?@




typical of the late 1940x, which makes operation of the large hoilers
vervy labor intensive,

The Combustion FEnginecring boilers arce of the "wet bottom”
design.  When coal is burned, bottom ash leaves the boiler in a molten
staic and is cooled in slap tanks under the boiler, After the ash is
cooled it is moved by conveyor belt to the "cinder pit" located in the
east part of the building. Bottom ash cam then be loaded into trucks
by means of an overhead clamshell crane which is located above the
pit.  Flv ash is removed from the precipitators (described in more
detail elsewhere in this document) by meams of a hydrovac system and
is collected in a silo on the north side of the main building. It is
then made suitable for hauling by means of a dustless unloader which
adds moisture to the dry ash to facilitate handling and is then loaded
into trucks for offsite disposal.

Boilers 6, 7 and 8 also have coal pulverizers, air heaters and
other auxiliary equipment necessary for their operation. The exit
gases from these boilers can be directed through an electrostatic
precipitator when burning coal or through an alternate stack when
burning natural gas. The specifications for these items are listed in
Table 1.

Boiler 1A is a small package unit capable of being fired with
natural gas or No. 2 fuel oil only. Boiler 1A is not equipped with
air heaters, an economizer or superheater. and has normally been used
for backup purposes only. It produces steam at 600 psig and has its
own pressure reducing valve prior to suppiving the heating system. A
detailed description of this boiler and its associated equipment is
included in Table 1.

The main building also includes additional auxiliary equipment
such as FD and ID fans, boiler feed pumps and 480V motors, all of
which are described in more detail in Table 1.

The main building also contains significant piping, wiring and
rminor auxiliary equipment which has not been described. It should be
noted that main structure contains substantial amounts of asbestos
insulation which will become the responsibility of the purchaser upon
sale.

Electric power for the main building is provided throwugh a 2400
volt auxiliary bus system vhich supplies power te large meotors, 2&8D
te &80 veolt transformers and pover centews. This system, including
the 13,200 volt te 2400 velt tramsformers which supply the bus, will
become the vespomsibility eof the purcheaser. EIFL will provide
electric service at the high side of the tressforeer. If amy chavges
te this service are desived by the pavchaser. sk will e dowe
pursuant to KCPFL's Ceneval Bulex avd Begulatios. It should be noted
that ome of these trassfoswerz v KR fTilled i will becom the
ms&umﬁmm@mm Iz shumid alss b

; 1 that cthese fTacilities. e g the 13100 wel: e 2480
wolt trassformers are lecated in o tene  additien. The

B




switchreom addition is located immediately south of and adjacent to
the main building structure. As described in Section II1 of this
exhibit, KCPL will retain ownership to the switchroom addition but
will provide anv necessary ecasements associated with operation and
maintenance of the 2400 volt auxiliary bus system,

The main building contains several turbine generators which have
been retired from service. These machines, along with their directly
associated auxiliary equipment such as condensers, ejectors, conden-
sate pumps and other auxiliary equipment directly connected with the
operation of the turbine generators, will not be sold and for the
present will remain in place in the building.

The intake structure contains 6 pumps the specifications of which
are listed in Table 2. The intake facility is capable of providing
large quantities of Missouri River water which would not be required
in the absence of the need to condense large quantities of steam,
When producing steam, the smallest of the 6 pumps is used to provide
cooling water for the plant bearing cooling water system, and the
hyvdroveyor. Details of equipment located in this structure are in
Table 2. KCPL has electrical facilities along the piping extending
between the intake structure and Grand Avenue and on the intake
structure property. KCPL will retain easements for such facilities.

Fuel Receiving and Storage Area.

When coal was used as a primary fuel it was received by rail and
unloaded with a Gantry crane equipped with a clamshell bucket. Coal
can be dumped directly on the storage pile or placed on the yardbelt
which conveys coal to the crusher house. After passing through the
crusher, coal is conveyed to the main building by means of an inclined
conveyer which crosses over Grand Avenue. Discharge from the inclined
conveyer is to a tripper conveyer belt which provides for distribution
of the coal in the bunkers located above the C.E. boilers. A drag
conveyor is located beneath the railroad tracks for purpeses of
dumping the coal which is inaccessible by means of the clamshell and
is collected in a concrete bunker. Approximately elever cars cam be
located on the two tracks adjcining the ccal storage pile. In addi-
tion to the fuel oil storage tank previcusly mentiomed, a condensate
storage tank is alse located in the fuel storage srea. Details of the
fuel handling equipment are contained in Table 3.

Genexal

A machine shep is alse locsated in the sais buildisg. the machine
teol eguipment is net for sale.

411 wsveilable poists, epevating dlagrems,
ete., will be tutemed gwey e the

ol
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RCPL  operates  and  maintains  electrical transmission and
distribution facilities both on the Grand Avenue lands and within the
main building structure. KCPL will maintain ownership and access to
these facilities,

Primarily, KCPL will maintain ownership and access to the two 161
Ry switchvards at Grand Avenue. These include the Grand Avenuc
switchvard, located immediately west of the main building structure,
and the Grand Avenue west switchyard, located west of the Grand Avenuc
roadway and south of the fuel storage area. The location of each of
these switchvards is shown in yellow on Illustration 1. KCPL will
provide an easement for pedestrian access to the main building
structure across the Grand Avenue switchyard.

In addition, KCPL will retain easements and other rights to
operate and maintain its underground and overhead transmission lines
and distribution manhole conduit system located in the yard area and
on the intake structure property. The locations of these easements
are also identified in green on Illustration 1.

KCPL will retain easements and other necessary rights within the
Grand Avenue structure to locate, maintain, operate, replace, repair
and remove (a) the turbine generators and associated equipment,
(b) the electrical facilities located on levels 50 and 63, and (c) all
other existing electrical conductors and equipment reasonably required
for said facilities and KCPL's electric distribution system.

In addition, KCPL will retain ownership and all necessary
easements to the switchroom addition and facilities located
immediately south of and adjacent to the main building structure. It
should be noted that the 2400 volt auxiliary bus system which supplies
electric power for the main building is located in the east one-third
of the top floor of the switchroom addition. KCPL will provide the
necessary easements and other rights to the purchaser for maintenance
and operation of these facilities.




BUILER _UNIT DATA

Boiler Unjt Number
6 7

1A

Rating, M lbs‘hr - Manufacturers

maximur continuocus 230 350 375 400
Rating, M lbs/hr - Nouvmal

operating maximum 200 350 375 250-350
Maximum pressure, psig 650 750 750 750
Temperature, F 534 750 750 750-950
Method of firing FO & C PC&G PC&G PC&C
Date in service 6-18-68 10-18-44 2-15-50 8-29.48
Manufacturer B&W CE, Inc. CE,Inc. CE,Inc.

FRECIPITATOR

Cubic fr, minute 410,000
Nummber of fields 4
Sice 42°x53'x41° overall
Number of lanes 51
Number of hoppers 12
Number & sine of recrifiers 4, Westinghouse 53 Kv

Number & size of transfoimers 2, 3% kva and 2, 53 kva

Unit 6 Unit 7 Unit 8
Manufacturer Raymond Raymond Raymond
Type Bowl Bowl Bowl
Size 533 . 613 613
1b/hr. ’ 24,700 36,100  3a,l100

IR Fans

Hanufacturer $igeece Sirecce Sirecce
Rating. cubie 9«% winate (gas) 208 00 206,800
Gas temperature,. F J&s )

Sevial ousber §.95%0-¢€




18 Poan hiven

Fan Numhey

1A 6 7 8

Manufacturer Electric G.E. G.E
Machine
& Mfyg.

Hovsepower 800 700 708
Voliage 2300 2300 23064
Rpm 900 720 710
Serial nurber 87508
Type Sync AC AC
FD _Fans Fan_Nurher

1A 6 7 §
Manufacturer West Sirocco American American
Rating, cugic feet/min (air 107,000 112,000 112,060
Air temp. F 115 110 110
Serial number
FD Faun Drives Fan Number

1A 6 7 8
Manufacturer West. G.E. G.E. G.E
Horsepower 600 250 250 250
Voltage 2300 2300 2300
Rpm 885 1200 1180
Serial Number 5931055 6812115 6731192
Type AC AC AC
PUMPS
Boiler Fesed Pump Data Pump Number

1 2 3 & 7
Manufacturer Delaval Allis-C Allis-C
Gallons per minute 500 500 600 1000 1000
Total head (feet) 2000 2000 1902 2020 2020
Size &xé Exé
Serial = §0%82 48678 51267
Stages & 5
Pupp Drivers ; g
i : 3 & 7

Manufacturer w.E. &% allis-€ aliis-C
Horsepower &00 &80 s8¢ B hEe
Veltage B 23 23 230 N
Rpm b S 800
Sevial = 48383588 3 132426
Tyee &L g  Iafwct




440 VOLT MOTORS
Pescription

Bunker Convevor
Incline Convevor
Crusher

Yard Convevor
Gantry Crane:

Hoist

Open & Close

Trelley
Travel
Yard Loader
Air Compressors:

wo = N
3
»

Air Preheater-

e —
3 5
A

Ash Crane
Hois:

Open & Close
Bridge Travel

Trolley Travel

Ash Conveyors:
3
Bearing Cecoling Water Pumps:
2 mtrs
Brine Pumps:

B
4]

—
a3
T rr ot
-

Coal Feeders:
6 mirs
Condensate Transfer Pumps:
1 mer
Desuperheater Puaps:
Prip Drain Pusps

Pust Cellecser »8 Beiler
Elevetars:

Feel Qi) Pw

e

el & =2
3

Horsepoweyx

10
30
75
15
50
50
20
10
25

25
40

40
40
10

40

i0
&0

30

i

e
s

(WS

.75

A

R.P.M.

1175
1160

705
1160

870
870
1160
1160
870

1735

870
1760
1755

1150
1165

1200
1200
1175
1175

§60




Cas Dryer w9
Crinders:
Bo. Rm
Weld Shop
Heater Drain Pumps:
L
oL & O
MN& TS
2] & 2A
Hydraulic Coupling Cil Pumps:
7 Rn
;. Ro
8 Bn
Pump House Hvdraulic Ojl Fump:
=]
Hydrovevor Purps: 1 & =2
Hydroveyor Gland Seal: 1 & @
Main Seal Qil Fump =9 Con
Man Lift
Mg Sets:
= Ratterwy
=1 & =1 Stoker
6A & AR Feeder
0il Separator Fumps: =1 & =2
Pure Water Purp: =] & =
Reservoir Pump
Reservoir Supply Pump
Screen Drive P.H.: =] & =2
=3 ®. & £5
Screen leater Blower
Switch House Supply Fans: N & S
Sump Pumps:
Ro. Rm. 1-2-3-4
Turb. Rm 3.4
Turb. Rm =l
Turh. Rm =2
P. Hse
Veld Shop Fume Collecter

Boiler Feed Puwps:
=} & =2
2l-nd.n)

Cizx. Water Pumps:
=} & =2
w693

€ity Water Boostey
Coal Wifle:

%

s & =B
k& T8 a6 ey

.




Condensate Pumps:

s'hoA S, wBE & W 60 1160
LRI 60 8an
Forced Dratt Fans:
iA Roiler 601 1770
gh Rojlor 250 885
=" & =85 Boilers 250 1180
induced Draft Fans:
= By 800 900
=" & =3 Bo. 700 710
TRANSFORMERS
1&2 1&7 Fuel
Pumphiouse  Trecip. Yard #]1 Aux #2 Aux
Manufacturer Hevidutw
Electric west. West, H.K.Porter West.
Fera nn 3nn 1000 3750 3750
Voltage 200, 480 TLuon 480 2400/480 13.2/2600/1386 1320072400

COMPRESSOR DATA

Control Air Compressor Number

H 2 3 (Emerg.}
Manufacturey Chicayo Fneu  Chicago Prieu Sullivan
Manufacturer Number gos20 8052 Model 25
Size 9xQTRO-2 9xQTB0-B2 (Class WL-

80)

Max Rpm 360 3690 1200
Min Rpm 85 85
Max Pressure 12516
Seyvwice Airx Compyessor Nusber

1 2
Manufacturer Chicage Preu Chicage Prneu
Manufacturer Number 805317 80518
Size $x9T 9x9TR
Hax Rps 380 g0
Hin Rpe §s 8%




Circulating

Water Puwrps

Manufacturer
Gallon min.

Discharge dia.

Circulating
Water Pump

Manufacturer
Horsepower

Wash Pumps

Manufacturer

Screen Wash

Purp Motors

Manufacturer

Screen house

Sump Puwp

Manufaciurer

Screen house

Masuiacrures

Sorgepovery

TABLY 2
w] %2 #3 w4 #5
Worth Worth, F.W. F.W. F.W.
45000 45000 45000 45000 45000
50 50 47 47 47
42" 42" 36" 36" 36"
G.E. G.E. G.E.
700 700 700 700 700
St 514 3Q2 392 392
2300 2300 2300 2300 2300
] #2
2JC-14 2JC-14
200 200
1750 1750
240/480v 240/480v

Yeomans
g5n
&

e




) ) .

ARLF 3

JUSS
Vertical Bucket Svnueyod
Manufacturer Beaumont Birch Co.

rag Convevor

Manufacturer Beawront Birch Co.
Tons per hour Gl
Motor tvpe Squirrel cage
Motor HF 5
Inclined
Relts Yardbelt Bridge Tripper

Manufacturer

Stearns (onvey.

Stearns Conv.

Link Belt Co.

Tons per hour 200 200 200
Feet per minute 300 300 300
Belt sire EIth 3o 30"
No. of trough rollers ar 7 54
No. of return idlers 4l 3? 25
Gear reducer ratio 30l 30:1
Motor
Type AC AC
Horsepower 15 16
Manufacturer WE & M Co. G.E.
Voltage 440 2200 440
Rev/minute 1160 1160 1200
Crusher
Manufacturer American Pulverizer Co.
Type Ring
Tons hour 150
rusher Motor
Manufacturey W E &M Ceo

i

Horsepower 7
Veltage 3700
Rev/minutle &30
Type AL

b
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(t) In tne event of an Ecoromy Curtaiiment, the Company shall inferr tne

{ustomen 2t tme time it gives the notice recuires in subsestion (&) abive of

STE erlirmalel Uiring &nT eaient to whict steam supply generated by boerirg

. A i - . .
é:lETRAtE Tuiloer fuels ray be aveilab'e, and the estimated increases co:e
ITETETT. In ing oevemt tme Iogtieer ¢tecee e TEIZIVE steer susply in escerc

$ s e Sap & : .Y i ; cam.
7 evveel DIWTIE DT omiun rovsaint s Sestinn S, it sheil reiify the Cemzery

Tite of sigaT Gelivery cesires to be gereretes by use of suzh &lterrc-

per lncusens pounds for &1 siear celiverss .
{z) Tne Cempzry will czncel & scnesuied steam service curtasiment price

ment, effective when conditicns

- - = - = -~ - ’-l = . 0] * -
(2) wne~ siezr semvize 10 ine Cusiome= nes Seen interruzted c- curiiiies
STORTE DNIETL TN sizet rressume nas besr &t o- pelow 30 psit for more tmzn
87 TEUT PUTI.Enl 0 ine provisiors herein cintzines, the O mpany shall moitdy

ertitles o bz present g+ Grand Averus S2ztion o observe the resigrasice
Protess anc, @fler noiifying the Lemnany crerate the Customer's block ang
by-cass vaives lozates im Grand Avenve Station, a3 proviged for im Seceiza
3(5) herez?,

Seciien 7. Rates ang Cmarces.

(e} Tne CTustemer $2417 pay the Daviamy for tne 3iess $ervice provices
hereunze 1m a:zorsanze wiit the rates ame thevges setl farih f2 Schecule 4,

B2TaIR8T TETEIl @a€  $RI@eIc-@ies Meeeis &y reTeepace, ther witk gow

=L




increases altevnative fuel costs resulting -from the SUprly of steam to the

Customer curing the period of an Econormy Curtailment, as proviced in Sez<icn

8. S8aiz rates and ¢

narzes snall be surjec: to acjusiment &s proviged saic

Schecule A, and ail suzh rates 8nd cherces sheil be subjest ¢p chenze fr

time 1T e dn azzoegirze witn the p

Erovisiors ef Chapsers 232

Tor service rereunger shell be rendered, by mail cr deiivery

y 8 intervals of appreximetely 30 Céys, ang she)

Se due anz peyebie on rencition. Any b

-

11 fer service remeining unpzicd er znz

\) Cay foiiowing rencition wijl be tonsidered celin-
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¥ the sur cf two per
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ent (%) of the amcuns Billec, ‘

(¢) A1 s:zam delivered hereunder shzll be metered for Ei1Ving purpeses

uring pouncs of steam compensztes for iempereture ang
Grand Avenue S:ation. Saic fiow meter shel) be

imztely six ronths, or more vrecuently upon the

S tne {ustomer st:3) be notitisc ¢
T witnes: &1 meter tests. Tne
Customer skel) be paid for by
usicTer.  In the event ssic meter is fourd to be irazcur

ate in izs

registration, it srzll bpe resiored to & confisign of acTurely, ang, if any

suth irazsurazy as cetected measures 25 opr more oF 2stual  steam flow,
cerresticns snel) be made in

the bills rengered from the cate the meter becaze

inacsurate, if Ceterminable, and if indetercinabdle, thes from the begimning of

the montn Prelecing the time of the tose.

Sezzicn B, tne

(3) Tne Comzamy s2a) noe e o

i be ¥ cefasit Pereunder aeg shal)
RSl 2%eTeiie e 1iadle er avssuns of o2y fatlore oy the (o @ peripe
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acy o2l zevien o the [ostomer i7 prevenied from fulifiiling such obligasion by
reascn of gelivery delays, breakdowns of, or camige to faciliities, Aceis of
God, acis ¢f pudlic enemy, strines or pther labor cgisturbances invoiving the

Cevnary or the Custome=, intevvention of milizary or ciher governmintel
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se rescivel by the Jompary at its sole ciscretion. Where interrupiions or

mgmis are céused by &h Uncontroliabie Force, the Compeny mey interrupt

or curteil stezr suprly o +the Custiomer pricr to irte-ruption end curitsziiment
ef stear resuired for electric generetior and stesam szrvice *o the Compeny's

conntonn Kansas City, Missouri utility steam cusicmers as provided for herein.
The Cormrany wiil use i+s best reascrable efforts 1o ettempt tc meintein &

ririmen stezr supply cf 1C,DD0 pounds pe2r hcur to the Customer, prior to

r2icipates that such
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& perizg ¢¥ pare wnan rimely {80) cays, the
Lomsery Ssnél metly se netify the Customer in writing and the Customer may,
within {ive (%) cays theveaTier, elact, by wrizten nctice delivered to the
Comzany, efiher (i) to terminate this Agresmsn:, in whizh event the (ustomer
shail have no further cbiication hereuncer with respest 1o any rates cor
cha=ges arciizadie to tne period afser ine gffestive date of tersimation, or
{i1) to susoead the operativeness of tnis Ag-ex=asi effertive 2s of the gaze
ef suspensiom of service and comtimuimg hvoush 1hal cay ef the wsonth
N

prezecirg <the cate the Custiomer reswmes 3lea> comswnnties.  [Durisg such

F with

suspension of seevize, tne {usiomer will 2ave 2o odligeties b
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roilazle Force rencers the Customer unabie to rezeive

{2} ..ln,y Use

stear service from the [omaany hereunder and the (Cusiomer amticipates the

'’y

such irability will continue for a period of time more than ninety deys, <he
Customer shail premotly so nstify <he Campany in writing either (i) tnet the

Cusiore~ s termirzeing ine Agree-mery, or (91) the date et wnich tne Lucicwer

Lizbility. The Ccmpany shail have no lieZility

s the Custcmer or to or for any other person, fivrm or corperation for any
lcss, cost, cdamzge, injury or exvense (including but nct limited to precuz:
Yoss and dess of proefitse) by reasen of any imrterrustion, reZuztion, cessaticr,
curtziliment or restcraticn of steanw service to the Customer as comempleted in
this Agreement, and tne {uc:omer shall defend, indemnify and hold harmiess the
Corpary for any liasoiiity, loss, cost, demage, injury, tees Or expenses on
unt the-ec?; provices, howsver, the Customer shail npt be responsidble and
snell neither defend nor ingemni®y the (ompary for any personzi injury cor
DTCoEviy Camaze 0 &ny oine~ rewson, Yier o gorIcTaticn wheve the proximite

umy or expense 1S cug 1T the neglipente cf ine

This Ag=eement shc'l become efTestive thirey {3C) cays folliowing the gite
the Missouri Public Service fommissien {the “lomcissies™) aczepts this Agree-
ment as an effeztive contraz: rate schedule of the (ospany, proviged that if
any modification of tnis Agreement is regwired Iy ithe [ovmission a3 @ condi-
tien of suzh acceptanze and such mogifizaticn i3 wmacoeptable 1o eitker

Comdany or the Customer, suTh pariy shall s2 selify iBe eoher pariy im woritisg
gha?? berose =Y 8l

within such 30-gay perisC @az nis

Bpsice,

veic 2sg hawe mo fyride~ force or effec:. I2 Uie absevce 2f oy




this Agresment shal) beccme effective on the 30th day foliowing such accep-
tance by the (ommission anc shall become cperative on the date elested by <he

Customer (the "Dperative Date"), whizh cate shall not be prior 1o the caie cf

tancedriatien of the Steam Service Agreement czied November 3, 1982, beiwszn
SS2 irsewnaticns) Inc. enz the lomnety, ner late- tnar ninety (80) days &fier
e g¥fertdve cste. Excert & oinerese provices nerein, this Agreement shell

rezain in force and effezt for an dinitizl term of five () years from an:
&ver the ariuz) Operaztive Date, and thereefier from year Lo year subjezi o
termingticn &t the enc of the initiel terr or ary daie therezfier by either

pe~ty upon cne year's prior written netice to the ciher party.

The Csmoeny with six months prior written nctice to the Customer, excest
as proviged for in Seciion £, mezy zterminzte tnis Agreemert in the ever:

(i) the Cormoany must incur mejor sysier replacement cepitel expenditures above

¢ beyeng that reguired to sevrve the Compeny's downtown Kansas City,

19ty stearm cusicmers in corder tc provide the reiiability o
se-yvice vecuirved By wne Tusiomen. Tne luttomer, with at least Six monins
prior wwitisn notics 2 tne lomiany, may tewmiaate this Agreement 1T tne
Customer and the Comcany cannct rescive @ €isDute Sver rate increases pursuant
to Seztior 13{<¢).

Seztion 231, Cormoamv Books amg Rezs-23. [uring the <term of this

Agreemens, the Customer shall have the rign: o imspest and audit, during the
Company's regular Dusimess hours ang at tne {usiomer’s owe Co3t and expense,
the books and recorts of the Company a3 reiazel 0 i3 opereticn of Grand
Avenut Station, whizh imspectiics and audiz =2y D contuctied @ither by the
L garsifisg

Customarts own ioterna) audfizors or &y §

gt @ ausige this




a .

peoreTiies whigh inciuse eitner Grand Aveaue Stetien or the premises a¢ 1071
Bezferg Avenue, hirth Kansas (iwv, Missouri, provided that nc suzh assignment

or sutzessitn by @& pariy sheid releece such party frem liabilisy ‘aor

e
w
s
©
ba |

pe~formance of dts eblicetiors bereuncer uriecs such assignment Or suzze:

. - 3 P P ) . < » - y <
is gomssnies 0 and retezself $n writing by tne ciher parsy, proviced Su-tre-

ThEt guThogomisEnt &n2 relezge skatlonot be witnneic unreasonzhly.
Secwior 13, Reculetory Anorove)

~

&) This Agreement and g1l rights end obligations contained hereir zre
conditioned uvpon accestance of tnis Ag-eerent by the Commission es arn ef ez~
tive contract rete sznedule of the Compeny. Except es otherwise provides by
the feresr.ng specific provisicns of this Agreerment, 2ll of the Company's
Genere! Rules and Regulztiens in e 7ect anc on file from time to time with the
Missou~i Public Service Cemmissicr shell epply te the service supplied urger
this Ag-sement.

(z) This Agreerent s in &1 respects mede subjest to the terms ans

.~ & - Yy - < - £ e < < - - - - -
provisicre ¢f whe FunTiz Se-vize Dommifrsior Laws oF tne State of Misspurd. ang
a1] ama - - - - - -
211 &0is amenceailvy IneveLis, ens sunlest o tne Jurwisdicticr end authority of

the Misscoeri Fuclic Service Commissicn. Nozwithstianding any other provisions
in the Agreemsnt, notnhing herein containeld snall be comsirued as divesting or
ctempiing to Civest saig Commissicn or cther regulaacTy agency o body or any
pariy heretd ef any of its rights, jurisdiction, power or authority ves:ed in
it by Yaw or proviged in any goveramental regulatory act of law.

(e} The CTusiomer shall have the right %@ interwess im asy procesdinsg

before ihe lzs=issicon which might affect 1is isteresis T thiz Agresment

LY

o

and mothing centizimed hevein 3%31 e cmesiveel oF

1% Tesyrigt er

prevent the Jwsizmes from gaersisizg 3uld rignr of imvsesastien.

3 Y
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{e) Frier

Compary in 2he

Agreement, the Company wii) cistuss its proposes chanpe with the Customer ang
& v -

each zarty will

S e
ie

civferences re

J3sEZ uren arn -

-
7)
-
b g
T
3

wy
4]

the right of the Company to meake applicetion, file or put into effe-s

unilateraily &ny chenge herein unger ars roecl

Charters 3885 ang

Ay nozice

then effective special conirace rete sthedule exbodied in this

cniaine? heregip sne!

2, whesner in wTiling or by teiephone, es foilows:

to filing with the Com~ission any change proposed by the

in good feith endeavar o restive prametly any dispute or

- en U e
€2 T ¢ v

’xl

'$E LTniess such prososed chenge s
Zgr oo+ Yinzings by tne cermissicn; Frovided, however, that

be consiruzd or Ceemes as affecting in any wey

ert to the provisions ef

383, RSMo 1872, end 4the Commission's Rules and Regulations

¢

provices for in tnis Agreement 19 be given by either pars
d ) Yy

As 1o Doe-zticre’ Masters

Fiart Mecmar<z:s Screrirzencene

hetieme” Sizrsr zmz Cas=izz) {orporzeson
1C71 Besforg Avenue

heren harsas City, Missaurd €il1¢
Telephone: (&1%)

o

s to Contraztus) Massers:

Generz) Counse!

National Starch and Cnemiza} Coeporgtien
Fingerre Avence

Eridgewater, hew Jersey Z07

{202 ) 5»-‘5vﬁb

As to Operaziosal Massers

Shi€: Foreman-3-and Avenes S1g Tign
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Teiesnone:  {813) 834-2807




As <o Contracsua) Matiers:

President

Kansas City Power & Light Company

Pese Office Box 679

Nansas Clity, Missourj 66141

Telephone: (B1€) 556-2200

IN WITNESS WHERZISF, the periies hereio have caused this Agresment it bs

execuied by the'r respeztive cerporate officers thersunto culy authorized as
of the cay anc year firss above written,

ATIEST: KANSAS CITY POWEZR & LIGHT COMPANY

ye ;Sj:z::::::;-—_zlgﬁL/” By &y Ao

¢ = J l ‘

ATTEST: NATIONAL STARCH AND CHEM]CAL
CORPORATION

=
@\«C/Qf Ks\/”‘“" Al
L

\\! /

-~




SCHEDULE A

STEAM SEZRVICE AGREZMENT
RATES AND CHARGES
1.  Razes and Charges. The Cusicmer shall pay for service delivered yrser

the terms of tins Agreement in zccorcance with the following rates:

A.  Bacgic Chawa

"

[
-39

Stear Chirge ££.00 per 1300 rcunds per month.

Mirimum Chevge: £80,000" ver mzcnth for the first three
ronths feilowing the Operative Date;
S10E,CC0 per morsh thereafier.
*Pius acplicable acjustments

B. Agjusiment [harges:

The monthly stezm cherges
is

o the Customer shall be subject %o zhe
Toilowing aCjusimant provd : » '

1, Fuel Aojustimens:

The feregoing Stezm Crz-ge is based on 2 fuel cost to the
Company of ZZic per riliien Btu, and for any morth in
which Tuel cost per miiiion Biu (excluting the cos: and

hez: content of alternative fuels) to the Company in the
‘atest preceding merin for wnich such cost Cdata is

aveiiedle sneil have peesn move or less than 22icC per
riiticn Elu, suzt Steer Cnerge for steam service shzil be
‘rc-ezsec o- genvezsel by 1.707¢ per thousand pouncs of
steam for sacr one cent (co- rrcpc-ticnately fer frazstionel
caris tneres’) of such increise or gecrease from 271
censs

Iin anry month in wnicn tne Customer elesis to receive
service uncer Sezlicr § of the Agreement tne fuel acjuss-
ment per thousanz pounds desercined above shall De
intreased by A cents per thousand pounds calculated
pursuant to the following formula:

A= (B/C - BY1.707YET)

Where,
A = the Fuel Adjusimen: iecremest due %2 altermative
tuels (coemts per thousend goendis),
8 = the-aggregate c<us: of alterzative ferls esed during
the meath to sgoly service o the Cussomer purswant
52 Sectien § of the Agrewment, e
C = The aggregete Pest camtem of ahiermative fuels waed
Sering e =o7is 3o s ‘ - Lustiomes




Rates and Charges. The Cusiomer shall pay for service delivered ur
the terms of this Acreement $n azcorcance wie the following rates:

A. Easic Chavzcs:

«>
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Zs per morih.

hhl
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Mirimum Charge $20,000" oer month for the first three
ror'hs feilowing the Operative Date;
S10E,CC3 per morzh therezfier,
-D“

vs acplicebie afjustments

Afjustment Charces:

m

The monthly stezm cherze

0 the Customer shall be subject to <he
iciloning acjusiment prevision ‘

1. Fuel Acjussmens:

The feregeirg Stezr Cre-ge is
Compary of ZZic per mil)

which fuel gose
heztl corternt of altern

esel or @ fuel cost to the
b end for any monih in

lucing the cos: and
o the Compary in the

(ad

tatest Dprecering h such cost dsta s
eveiiabie snal) cr less than 22ic per
iitier Zu, suz- z St€3T service snzil pe
“rITsisel o Qezvezses by o per theusend pouncs of
steaT Yor ezz- ore cess {¢™ p-opo-ticnately for frazeionz)
Laris neves”) of suzh increzse or gecrease from 21
canzs.

in ary monrin $n

w2icn tne fusizmer elesis 2o receive
service ymger leciic f

r the Az-eement tne fuel aciusa-
RNl peF NOUSanT pounds  desermimen above shall e
increased by A& cgenis per inousand pounds calculazed
Fursuant to the folloming Tormula:

Bhere,
A= tne Fusl Ariigimen:
fuels {coeets ser %&@@$Q@§
B = tre-agoresate g3t of a%%%w§&'?%a Qﬁ%is wseg g@$§@§
the meal™ 12 a3y sevvice o 1ee Lusismer
33 Seziien § of 13 Ag . 22vRssed da m&sg
%s $TTTeL0%R Bes: oRed 2% aluereative fumls wnad
SeTITE M Erin 12 pely secvice e wow iﬁ@ :
%& S8 12 Jertten } of 1w

253 taes of .,

9
#




the fue! cost per million Bty tp supply service o
the Customer pursuant 10 Section 8 of zhe Agreement
(exclugirg the cost anc heat content of 2lternative
Tuels), in she latest sreceZing month for which suchk
cost deta g availsdie, expressed in certs per
nitlion Exy,

the thousanzs of pcunds of stezm using &lternztive
fuels pursuzne tp Sezzier & of the Acreement, ang

the wzte’ StE&n, exdrersed in thousancs cf pounzs,
deliveras 12 ne customer Zuring tne monzh,

st" as used herein <s 2s fired in the Grand

noin Kansas Ciwy, Missouri, and shzl) mean

o the Company of coal, gzs, oil or ary other

tuel used in she Frodustion of steam and shall inzlude the

fixed charges, operation, meirtenanze and Other tperating

expenses incurres by <he Comzany  for trarsporiaticon

ecuipment used 1o STarSDOTT any such fuel from the point

of acauisitior ¢ the uricacing poirt, the cos: to the

Company ¢f such tTansperiation ecuipment in the case of

jease cr rentel, the cost of procucts adged prior tc or in

the burning cytle, and the cost of cther materizls used to

centrol eriscion of producis ef comoustion,

' 2y the Company by reason

uest of the Customer to

n cnomy Curtailmens (as

getined in icn 2 this Agreement) shel) be biiled by

the lomsany el ‘T for by she Customer in allorGance
®ith the provisiors ef the anove Fyeg) ACjusiment .

- .
CUTITESEC weer

The menthly Siess nerge shell e increased or Cecreased
$2.0C18 per tasusan pouncs for each one percent (or
Froperiionazely for fracsional paris thereof) increase or
gecrease in the annuz'ized water Cost per 100 cubic feet
of water geliveres Lo Granc Avenue Station froz 2 base of
SU.8111 per 100 tucic feet. Trig acjusiment shall be
UdCated whenever the Kansas City, Misseurs muricipal water
rites to che Company thange. Eazh adjustrent shall
reflect the change fros the base lsvel,

Water Treatmen: ACiysisens -

The moatnly Steas Charge 3}
$0.000¢ per theusang 3
Proportismately for frecsi
¢etrease i

saristics €
Chemicals gag
The firs: adiestren
the July 1883 lsoes #

firgs BIVle¢ a3 ot Sume I,

-2




'y tnereaiier, the adjusiment shall be updatec o
the Index 05-5 as published for the preceging July
iplying the foregeing unit price facsor by a
+ the numerator of which is the cifference betwesn
ncex published for such preceding July and the Bzse
€x, ang *he gencrinator of which is the Base Index.

3 e
s

the rontmly Steznm cnerge smell ce increzsed or decrezces
82,0028 per tnzusand pcunts  fer ezch one percent (c-
Frocorticretely for fraceipna) Férts thereof) inmcrease or
cecreas:z in the U. S. Denariment cf Labor, Bureau of Lapor

c

tatistics  Commacity  Price  Insex 11, Machinery ang

Ecuipment, from a base of 253.7 (July 188). The firse

Justrent shzll reflect the 12 morth change in the Juty

5 Incex from the bzse level, and shell be first bities

of June 1, 1828, Dn June 1, 1687, g&nd annuzlly

he aciu shail be updated to refle-<

the preceding July, by mults-

ce factior by a fraction, the

iT7erence between such Index

July and the Bese Index, and
ne Base lndex.
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Wece Afjusirent:
SL£xE AegboiTeny

The moniniy Stean

e shail be increzsed or decreased
SC.0032 per :ho s

inds  for each one percent (or
rectiongl pe-is tnerec¥) increzse or
gverage hou-ly sirzign: time reze
g Urit errioyees fror a2 hzse ¢
g Tne Tirst aci ¥
perteg to dezome eff
i biiied as of June 1,
ly therezTter, the a
* the average hourly st
tarcaining unit empioyees fo
g plying the foregoing unit price
or by & fraction, <he numeraisr of whizh i3 t¢he
erence belwesn suth Inoex pudlisned for suth preceding
©y and the Base Index, and the gemomimator ot which is
he Base Ingex.
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Ocher Stear Chavae Asigsimens.

Tre mortnly Steex Charge shall De ‘ncreased or gecreases
$0.0C75 eer thousesd pownes Yor 8aCh sme percemt (or
Properticmately for fraciioral parrs thersef) fscrense o
Secrease 2 wde U, 3. Desarteeny af Lemmprze  Grass
Kaziomal Bracuce 211218 Prize Delater from g dase of
e fiTs aciusiment sfall refles
IFEE lemes from the Base
&5 ¥ 3 e
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June Y, 1987, and annually thereafier, the adjustment
shall be upcated to reflect the Gross: Nationa) Product
Implicit Price deflator published for the preceding July,
by multiplying the foregaing urit price factor by a
fracticr, the nrumerator of which is the difference between
such Index published for tnhe preceding July and the Base
Index, anc tne dencrmirzior ¢f which is the Base Index.
Tax Agiugiment:
Rly Bi11 of the Cusiomer,
e ecuz] to the proportionate
I n, or other similaer fee, tax
or governmental impesition acpliczble to steam service by
the Company to the Customer, which fee, tax, or govern-
mertal imposition is imoosed upon the Company by texing
authorities on the bisis of the gross receipis, net
receipis, or revenues from steam séies by the Company.

Tfeztive Jerm: ,

This Schedule shell remezin and cortinue in e®fect until supersedec by a
suostizute Schecule filed by the Company and maze effective by govern-
mertel reculatory agencie¢ having jurisdicticn, and in accordance with
the provisions cf Section 10. Nothirg contained herein shall be cor-
sirued &s evfecting in any way the right of the party furnishing service
uncer this rate scheduie to unileteraiiy make application to, or filings
with, tne Missouri Public Service Carmission for a change in rates,

tha-ces, cizssificaticr, or service, or any rule, regulation, er cort-ac:
: etc. unaoe* Chapters 353, PSMz 1872, and pursuan: o
ruies end letd promuicated thereunder. The
ne ir w=*ting of any supstitute Schecule

izezie foiiowing such filing.




ATTACHMENT A

The fe!lowiﬁg chemicals are used for boiler water treatment at Grand Avenue
Station, and no boiler additives are used at this time.

A,

Salt (Sedium Chloride)=-Purchased from Cargill for regeneration of sodium
(Zeolite) softeners. City water 1s passed through a cold Zeolite
softener process prior to entering the feedwater system. F.D.A. approved
(ro safety data shees regquires),

Santosite (Sodium Sulfite)-~Purchased from either Tri-State Chemical Co.,
McKesson Chemical Co., or Nalco Chemical Co. Used as an oxygen scavenger
in boiler feedwater. F.D.A. approved.

Nalco 762 (Nalco NTA proprietary formulation)--Purchased from Nalco
Chermical Co. F.D.A. approved.
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PROPOSAL,

FOR THE PURCHASE OF KCPL'S DOWNTOWN KANSAS CITY, MISSOURI
CENTRAL STATION STHEAM DISTRIBUTION BUSINESS

Too be submitted in guadroplicate

Name of Purchaser:

Address:

Date of Bid:

1/we hereby submit the following Proposal for the purchasc
of KCPL's downtown hansas City, Missouri, central station steam
distribution business in accordance with the terms and conditions
of the Reguest for Proposals dated Jianuary 25, 1988:

1. Purchase price:

(in figures)

{in words)

2. Qualifications of Purchaser to operate the Busineés
(attach to Proposal form). Purchaser should include sufficient
informstion regarding its financial and operational gualifications
to aillow evaluation of the hood of Purchaser's successful
operation of the Business.

3. Purchaser’s approach 1o providisg stessm service In

forel.

gowntown Kassas City, ¥issosr: isiiscd




service to  be

Steam rates and the conditions of steam

4.
pravided by Purchaser (attach to Proposal form),

S Disposition of Grand Avenue Station (attach to  Proposal
form).,

G, Lfwe hereby incorporate by reference all of  the terms
and conditions of the RFP into this Propasal, except for the
following specific items to which exception is taken and the
reasons therefore given. Also listed are any additional terms,
and the reasons therefore, upon which this Proposal is

conditioned.

I/we understand and agree that this Proposal shall be
irrevocable for a period of thirty (30) days from March 25, 1988,
and that KCPL has the option of extending this irrevocable period
an additional thirty (30) days. It is also agreed and understood
that KCPL has no obligation to sell the Business unless (a)
satisfactory sale documents are entered into, (b) all necessary

regulatory consents are cbtained, and {c) all conditions precedent




. k ' .

are satisfied, A cashier or certified ehoek in the amount

$100,000.00 as carnest money is enclosed.

l/we further understand that this Proposal 1is subject
disclosure to the Missouri Public Service Commission and
Staff, and in any Commission proceedings concerning the sale

the  Business in accordance with the practice and rules of

Commission.

Purchaser:

By :

Altest:

Secretary

——
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March 25, 1088

Mr. Mark G. English

Kansas City Power & Light Company
1330 Baltimore Avenue, 8th Floor
Kansas City, Missouri 64105

Re: KCPL Steam Business

Dear Mr. English:

On behalf of Kansas Citv Energy Corporation, we would like to extend an expression of
interest to Kansas City Power & Ligh: Company ("KCPL") in further discussing an alter-
native approach to prowdmb steam service from the Grand Avenue Station to National
Starch and Chemical Corporation and the downtown Kansas City, Missouri central dis-
trict heating customers. Due to the nature of our business concept for providing such
service, we helieve that it is more appropriately considered outside the proposal process
outlined in KCPL’s Request for ?mycsa s, dated January 25, 1988 (the "RFP"), for the
purchase of the Downtown RKansas City, Missouri, Central Station Steam Distribution
System (the "System”).

The business concept for Kansas Uity Energy Corporation was joimly developed by
LMSL, Inc., an Overland Park, Kansas wiility regulatory consuliing firm, %é%gw}e: with

the law firm of Craft Fridkin Shaffer & Rhwne of s City, Mussouri, and Stone &
Webster Development Corporation of Bostos, | sents, an affiliae of Swone &
Webster Enginecrning Corporation. We have :
steam users and other Wm@ m&mﬁmx
and the Chiv of B s Ty, M 3
obieciives fostered By the business ©




' Page Two

Mr. Mark C‘glish

March 25, 1988

The ohjectives of the businass concept developed for Kansas City Energy Corporation
are:

. “To create an ownership structure that would consist of local utilities
and local business interests.

« To provide benefits to all participants.
« To preserve the integrity and reliability of the steam system.
«To provide low cost steam service (o customers.

»To promote economic development in downtown Kansas City, Mis-
souri,

Since the structure of KCPL's Request for Proposals dated January 25, 1988 does not
provide a framework which is fully consistent with the above stated objectives of Kansas
Citv Energy Corporation, we would like to present our business concept to KCPL inde-
pendent of the proposal process contained in the RFP. We believe that this business
concept will nevertheless satisfy the objectives of KCPL, as stated in section 4(c) of the
RFP, to consider proposals regarding the future operation of the System which do not
strictly comply with the terms of the RFP. Section 4(c) of the RFP states:

"KCPL reserves the right 1o reject any or all Proposals at any time before or
after Proposal opening. KCPL further reserves the right after Proposal open-
ing 1o negotiate with any party and vary or alter any term or condition as
KCPL. in its sole discretion, may deem advantageous, and KCPL shall have
no obligation to any cther party as a resili of any such negotiations. If KCPL
rejects all Proposals, KCPL nevertheless rescrves the right 1o attempt 10
negotiate a sale to any pary submiiting a Proposal or to others as it may

deem appropnate.”

We, along with representatives of Craft Fridkin Shaffer & Rhyne and Stone & Webster
Development Corporation, and other interested parties, would like to pursue further
discussions with KCPL regarding our business concept for providing steam service from
the Grand Avenue Station, in the fullowing manaer:

-~ By making a presentation to the approp
sonnel within the next two weeks.

. Based on KCPL's input and the inpet of atber
a2 w KCPL witlie one week 3




Mr. Mark G. ¥ glish .Puge Three
March 2§, 1988

We believe that KCPL wiil find our approach to providing steam service superior 1o
other alternatives, and that it will uniquely satisfy the objectives of KCPL, the Missouri
Public Service Conunission, the steam customers of the System, and all potential par-
ticipants. Our approach is designed to:

. Ensure that adequate and reliable steam service is provided to existing
and future sieam customers at the lowest possible cost by maintaining
or reducing steam rates.

Provide benefits to all participants.

Satisfy all required regulatory approvals.

Provide KCPL with certain continuing control over the operation
and/or ownership of the Grand Avenue Station.

Allow KCPL to maintain its competitive position, enhance its value of
service to customers, and promote the social and cconomic well-being
of the community.

We look forward to further discussing our business concept with KCPL as soon as practi-
cal.

Thank you.

Best Regards,
LMSL, Inc.

Grod St

Noward E. Lubow
President

HELA

®




S&C Holding Company, Inc.
3314 Highway 162
Granite City, Illinois 62040

March 24, 1988

Kansas City Power & Light Company
8th Floor 1330 Baltimore Avenue
Kansas City, Missouri 64185

ATTENTION: Mr. Mark G. English
REFERENCE: Steam Business Proposal

Gentlemen:

Pursuant to the Reguest for Proposals, dated January 25, 1988, provided
by Kansas City Power & Light Company ("KCPL") to prospective purchasers
of the Downtown Kansas City, Missouri Central Station Steam
Distribution Business (the "Business"), we are pleased to present this
offer for the purchase of all of the assets of the Business.

Our offer is based on our review of the Request for Proposals, prepared
by KCPL, and the Exhibits thereto, and the Statement of Selected
Balance Sheet Accounts as of December 31, 1987, as adjusted in
accordance with KCPL's letter dated March 1, 1988, Attached hereto is
a campleted Proposal and a copy of the form of Request for Proposals
prepared by KCPL, with cur comments thereto. Our offer is premised on
satisfactory responses to our comments to the Request for Proposals,
the fulfillment of the conditions set forth in the Proposal and the
acceptance of the conditions set forth below.

l.) The Purchaser - The purchaser of the Business, pursuant 1o
our offer, will e S$&C Holding Cospany, Inc. {®S&C), or its
designee. S&C is a Missouri corperation headguartered in Granite
Cxty, Illincis, and is engaged, th&ﬁugh its subsidiaries, in the
repair, retrofit, maintenance and penscement of facilities
utilized in the heating, chemical and @ax xaé&a&za&&. 8T is
acting as a principel and »not 23 an sal
reserves the zxg@:. hoseves, Ew;&&w3%§ the a%%%%&%&&%& of e
Business, to ous 2 gl ¢

subsidiazies, affiliates andifor othes




March 24, 1988
Kansas City Power & Light Company
Page =2-

Agreement of Purchase and Sale to reflect the results of our due
diligence. We also reserve the right to make changes based on

an audit to be conducted by our accountants., Obviously, our offer
is subject to and will become binding upon each of us only upon
campletion of the negotiation and signing of a definitive
Agreement for the Purchase and Sale of the Business, and related
agreements, satisfactory in form and substance to each of us, our
counsel and respective boards of directors.

3.) Purchase Price - The computation of a purchase price for the
Business will require a more detailed disclosure of operating
results of the Business, on a stand-alone basis, as our price will
reflect projected earnings. We sujGest that we manage the
business for a period of one year under a management contract in
order to enable us to analyze the operating results of the
Business. Thereafter, we will be in a position %o compute the
purchase price,

Our offer assumes there have been no undisclosed liabilities with
respect to the operations of the Business and that KCPL has not
knowingly withheld from SaC material facts relating to the assets,
business, operations, financial condition and prospects of the
Business.

Our offer alsc contemplates that a portion of the purchase price will
be deposited into an escrow account at the closing pending confirmation
of the financial results and net profit before taxes of the Business.
The amount to be deposited in the sscrow account is subject to
negotiation.

We are pleased to make this cffer mmwmkﬁmm mteux
offer will remain fire throuch 5:88 P.M. (Cemtyal Standard Ti

April 23, 19%88. M‘émmw@mgnmmwm
irmediately cur due diligence review end tion of the informatien
te be disclosed to us by ECPL and to segoti m&gaﬁiﬁtﬁw
Agreerent of Purchase and zale, and pelated €

complets the sale of e Busicess & m«x&mmmm




March 24, 1988
Kansas City Power & Light Company
Page =3~

In the meantime, if you have any questions with respect to this offer,
or if you seek further clarification of any aspect of the offer, please
contact Christian Joly or Roland Otte at (618) 452-3900.

Very truly yours,

STRANGE AND COLEMAN HOLDING COMPANY,

ROLAND OTTE CHRISTIAN JOLY
Assistant to the Chairman Executive Vice President

Enclosures
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REQUEST FOR PROPOSALS
FOR THE PURCHASE OF KANSAS CITY POWER & LIGHT COMPANY'S
DOWNTOWN KANSAS CITY, MISSOURI CENTRAL STATION
STEAM DISTRIBUTION BUSINESS

Pursuant to an order of the Missourli Public Service
Commission (Commission), KCPL has 4issued this Request for
P}oposals b(RFP) for the sale'of its public utility steam heating
business (Business) as an ongoing concern. Under Missouri law,
any purchaser (except governmental entities) of the Business shall
thereby become a public utility "heating company"” and require a
Certificate of Public Convenience and Necessity from the
Commission to conduct the Business. Further, the purchaser's
conduct of the Business and its rules and rates for steam service

shall be subject to Commission regulation and approval.

l. General Business Information and Background.

A. Regulation of Steam Business.

The Missouri Publiec Service Commission has extensive
regulatory authority over the rates, rules and operations o?
"heating companies™, as that term is defined in
Section 386.020.10.., R3¥c 18a&8. Generally, any person.
partnership or othéer business organizatios that owng, operates,
manages or controls any property or piast for esssufacturisg.
distributing and selling steaz ia any Rissosri sseicipslity is

subject to the Cossmissicn’s jurisdiction.




Heating companies are public utilities under Missouri law,
aad ave reguired to obtain a Certificate of Public Convenience and
Necessity from the Commission. Heating companies may be relieved °
of their service obligations under thelr certificate only upon the
Commission's decision that the public convenience and necessity no
longer require the operation of such service.

B. Business Configuration.

The territory for which KCPL holds a Certificate of Public
Convenience and Necessity to provide public utility steam service
in Kansas City, Missouri extends generally north and south from
3rd Stree: to 14th Street and east and west from Oak to Broadway,
as shown on Exhibit 1. KCPL and its corporate predecessors have
provided steam service in that area of downtown Kansas City since
1888.

Steam for the Business is currently provided by Grand Avenue
Station (Grand Avenue), which was purchased by KCPL in 1927.
Grand Avenue generated both steam and electricity until 1985, when
the electrical generation facilities were retired in place. Scme
electrical transmissicen and distribution facilities are still
maintained by KCPL in Grand Avenue. There is & significant amount
of ashestos insulatioan in Gramd Avenue.

Four boilers are currently available at Grand Avenue for
steam supply to the Business. Boilers €, 7 and % are capgadle of

being fired oa elther coal or gas, asd have a3 aggregais

manufacturer’s meximem coalimuows rating of 1133 =lds per =

These three doilers =ere iaztsallied prier %o IS failer 14 12 8

package boliler isstzlled in




continuous rating of 230 mlbs per hour. Boiler 1A can be fired
either by fuel oil or gas. Gas is presently the fuel stock used
at Grand Avenue, due to the low level of steam sales.

Steam at high pressure (185 psi) is piped from Grand Avenue
to two pressure reducing stations lovated at the north and south
ends of the Business. Heating Station No. 1, the northern
pressure reducing station located at 604 Baltimore, feeds the low
pressure (15 psi) steam distribution piping, while Heating Station
No. 3, located in KCPL's garage at 1319 Wyandotte, feeds both the
low pressure and intermediazte pressure (105 psi) steam
distribution piping.

Preseatly, KCPL has in service 22,834 feet of 185 psi pipe,
serving 20 customers at that pressure, and 25,592 feet of 15 psi
pipe, serving 98 customers. Additionally, there is 1,653 feet of
105 psi pipe; however, no customers are currently served at that
pressure. Much of the low pressure piping was installed in 1905,
and asbestos piping insulation was commonly used prior to 1980.
The piping is generally buried under streets in Kansas City;
KCPL's franchise to c¢perate a steaw heat business and use public
streets and rights of way for its stezm facilities ezpired without
replacement in 19285,

C. Customer Sales ang Revenue History.

Exhidbit 2 shows the susber of customers, =lbs of stesm sales

gnd sales revesues for the downtoss poflise of the Desisess for

the period 1968-1886. The =

8 §a this peried
pesked is 1970 st 283, 28d 13 curveally at 118. Stess sales in

the dowatowsn R L18 =ids;

2% €11y eres pesiked iz 18%0 st %

M
&




sales for the twelve-month period ended November, 1987 were
731,492 mlbs (334,491 mlbs to downtown Kinsas City steam customers
and 397,001 mlbs to National Starch and Chemical Corporation).

The decline of customers is attributed to building
demolition and urban renewal, as well as to the competiti?e costs
of electrical and gas space heating alternatives in Kansas City.
The price of steam downtown is currently about $11.50 per mlb; the
electrical space heating rate is $0.03691 per kWh, and the
commercial rate for natural gas is $3.70 per mcf.

KCPL's largest steam customer 1is National Starch and
Chemical Corporation (National Starch), which is under contract to
take steam wuntil December 31, 1990, at which time the contract
expires. Sales to National Starch in the twelve months ended
November, 1987, accounted for about 51% of total steam sales. The
vontract is assignable by KCPL in the event of the sale of Grand
Avenue. No other steam customers are under contract with KCPL.

D. RFDP Is Pursuant tn Regulatory Authorization of Business
Abandonment.

In 1986, KCPL filed with the Commission a plan to phase-out
its central station steam distribution service by 1291, along with
2 request for a S83.6 million (120%) rate iacrease. KCPL also
proposed to offer eleciric boilers or alternative electrie Space
heating equipmeat to its remaining stea= customers at ao imitial
tost. KCPL and commission staff{ subsequestly stipuiated that =

Steam reveaue deficieacy of $3.2 sillies (8€% rate iscrease)

existed.




The Commission authorized KCPL to terminate steam service as
of Devember 31, 1990, but did not grant a rate increase or
authorize KCPL to offer electric eguipment to its steam customers.

It further required KCPL to make a good faith effort to sell the

Business:

The Company should solicit its proposals for sale or
transfer of the business and conduct negotiations
with respect to purchasers and report to the
Commission as to its progress. The Commission
determines that KCPL should prepare a request for
proposals (RFP). The RFP shall require that each
proposal contain: (1) the proposer's gqualifications:
(2) the sale price; (3) the approach to providing
steanm service,; (4) steam rates to be charged; and (5)
the disposition of the Grand Avenue Station.

A copy of the Report and Order of

cr

he Commission, issued
Ocvtober 7, 1987, is contained in Exhibit 3.

Should the Business be sold, KCPL will continue to offer and
provide electrical service for all purposes, incliuding space
heating, in downtown Kansas City, Missouri.

2. Property To Be Sold.

Pursuant to the Commission's Report asad Order, KCPL is
requesting proposals for the purchase of its Busisness aad the
assumption of the pudlic wtility duties of a heatimg company
(unless the purchaser is exempt uader Missocuri law from Commission
regulation). The propertly used i3 e Business is geserally
tomprised of {(a) the Graad Aveasue 3taties sireciure, gleam
generating equipmeat and auxilisries and sssocistad lasds: {3)
§team distrideties pipiag: {e) Seatisg 3taliss ®s. i asd 132s




fixtures and equipment making up Heating Station No. 3 contained
in KCPL's parking facility at 1319 Wyandolte; (d) the steam supply
agreement between National Staech und Chemical Corporation and ;
KCPL, and; (e) materials and supplivs, including fuel oil, coal
and replacement parts. A more particular description of the major ]
items of property used in the Business follows.

A. Grand Avenue Station.

A detailed description of the real estate, fixtures and
equipment at Grand Avenue subject to this RFP 1is contained in
Exhibit 4. KCPL shall retain certain easements over the Grand
Avenue lands for its existing electrical distribution facilities,
and will also reénin rights to access, construct, maintain,
locate, steore, operate and repair its electrical facilities within
the Grand Avenue structure, all as described in Exhibit 4, provided such
easements do not interfere with the conduct of the Business.

Because of the existence of electrical facilities 1in the
Grand Avenue Station structure asd associated lands, the sale of
the structure and asscciated lands pursuant to this RFP shall be
subjezt to KCPL's right (but not the obligation) to reacquire the
structure and asscciated lands at their then-fair market value, as J
a steam production facility, should steam finally cease being

afier from ]
generated at Grand Avenue wwbawe lwenly vears «mb the date of sale.

B. Steam Distriduticn Piping.
A1l steam distribution pipiang presently wsed for stesnm
L

service, &@ll piplag vselired in plsce. a2d asssociated property

interesis are subiect 2o this EFP snd delailed fa Exhibit 8. i

any relccation of the 180 pal zisen lioes sxlending o ihe east




trom Heating Station No. 3 are reyuired due to future construction

activities engaged in by KCPL, such relocation shall be done at
KCPL

the

expense.

C. Pressure Reducing Stations.

All of the fixtures, eyuipment and property interests
comprising Heating Station No. 1 are subject to this RFP. The
location of this station is noted in Exhibit 5. This Station is
located below ground, and KCPL possesses only a subsu:face
eisement for this facility. (Clarify)

Only the fixtures and eyuipment comprising Heating Station
Ne. 3 are subject to sale. KCPL shall grant rights to access,
consIruce, maiatain, operate ami repair such fixtures and
equipment, since they are within KCPL's parking facilities at 1319
Wyandotte.

D. Nationnal 3tarch A¢reement.

A copy of the National Starch Agreement, which KCPL intends
to assign to the purchaser of the Business, is contained in
Exhihit 6. The Agreement is on file with the Commission as # part
of KCPL's tariffs.

E. Materials and Suwplies.

As of Ocrober 31, 1887, KCPL maintained $282,000 in coal aad
0il inventories at Grand Avenue, and $1,135,000 in spare parts,

Piping and other materials for the Business.

S S s
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3. Inspection of Business and Further Information.

ACPL  will hold two meetings with parties interested in
turther information or inspecting the properties. The meetings
will be held on February 8 and February 12, 1988, at 10:00 a.m. on
the fourth floor of the Power & Light Building, 1330 Baltimore,
Kansas City, Missouri. Inspection of the>broperties will be
conducted after each of these meetings.

4. Method of Sale.

A. Proposal Form.

KCPL shall consider only those proposals for the purchase of
the Business which are submitted in accordance with the terms and
conditions of this RFP, All Proposals for the purchase of the
Business shall be submitted in guadruplicate using the Proposal
form contained in Exhibit 7. All information requested on the
form must be completely supplied for the Proposal to be considered
by KCPL. All Proposals shall incorporate by reference the terms
and conditions of this RFP unless specific exception, and the

reason therefore, is noted on the form.

B. Submission cf Froposals.

Sealed Proposals ®mus: be received by KCPL oa or before 3 p.m=.
on Marven 2%, 1888,
Proposals should e addresses to
BEeanses City Poser & Ligh: &
$32 Pleor

1332 Baliinore dvesse
Bessas Ci%y, Wismasouri £43C

&Ttentien:
Bers . feglisn--Btene

2
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by letter of credit or bid bond
Earanest money ¢ i - ) in the
be required if this

ameunt of $100,000.00 shall aeenpidy-idtwd Proposa '!’15 accepted by KCPL.

All Proposals shall be irrevouuble for a period of thirty
(30) days from March 25, 1988. KCPL, 1in its sole discretion,
shall have the right to extend this period with respect to any or
all of the Proposals an additional thirty (30) days.

C. Right to Reject Proposals.

KCPL reserves the right to reject any or all Proposals at any
time before or after Proposal opening. KCPL further reserves the
right after Proposal opening to negotiate with any party and vary
or alter any term or condition as KCPL, in its sole discretion,
miy deem advantageous, and KCPL shall have no obligation to any
other party as a result of any such negotiations. If KCPL rejects
all Proposals, KCPL nevertheless reserves the right to attempt to
negotiate a sale to any party submitting a Proposal or to others
a3 it may deem appropriate.

Earnest money associated with any rejected Proposal shall be
returned, witﬁ'ﬂ!’interest, within ten (10) days of the decision
to reject.

D. Acceptance of Proposal Coanditional.

This RFP shall not be voasidered aa offer of sale binding
upon avceptance. Should RCPL accept aay Proposal ia w#ritisg. such
acceptance is conditicmed wpoe (a)} reschiag acceplable sale

documents respectiag the sale of the Business with the sugcessial

Purchaser (Purchaser), (b) the partien soguirizg 21l sscess

1
3 .
'
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.Kansas certificat

&. OQther Terwms and Conditioans.

A, Rusiness Covenants.

KCPL, as directed by the Commission, seeks a purchaser

obligations S a regulated electric public utility tproughout its

certificated serWice territories, 1including the a of downtown

Kansas City in whicM the Business is located. n order to ensure

tOo the extent possible

hat its steam customefs will continue to

be afforded adequate and nliable steam heft service at reasonable
rates, and to avoid subsidikation of tYfe Purchaser by, or other
ers and/or shareholders, the
that for a pericd of ten Vyears
following the <c¢losing of thefsaledwf the Business that it shall:
use the properties of for the sole purpose of
providing steam heat enegf , in Kansas City, Missouri;
not enter as a suppliey of electricity inEy competition with KCPL
for any electric gbnergy customer or withiln KCPL's Missouri and
3 service territories by he generaticn of

electrical eng the properties

acquired ia phe purchase of the Business; and waive BWay righis or

it ®may now or hereafter have fo

LR AR R S
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3. Warranties and Title.

Except as expressly provided with respect to title to realty,

Qgrnes to such warranties, e
crl - me express or implied, as to the description,

quality, merchantability, fitness for any particular purpose,

productiveness, or any other matter, concerning the Business and

as contained in the Agreement for the
any of the items comprising the Businessx B A s & aia A a A 2 s
Pruchase and Sale of the Business.
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Fee title will be coaveyed by eorsalbie-—gpeeted warranty
oaly satisfactory te Purchaser.
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render title unmarketable; (iii) any assessment or assessments for

mualcipal improvements whi~h hereafter become liens.
The
wee {itle search or title examination shall be e
concucted by Purchaser at the expense of KCPL.
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C. Regulatory Approvals.

Any sale of the Business is expressly coadizicaed upoa {a)
substastial A )

its approval withoutamodification Dy the Hisscuri Pudlic Service

Commissiom, (®) Purchaser receivisg a Certificate of DPubdlic

Convenience and Recesaiiy {essless &=

a8ll other reguiree s

ratien of 13e Bazizess. aed {2} IDE
2

dequisition and




relieving KCPL of lts public utility obligation to provide steam

heat service as of the closing of such sale. Should such
certificates and approvals not be obtained, uny obligations of

KCPL to sell and Purchaser to buy the Business shall thereupon

cease without further liabilitywx to either party, and KCPL shall return any earnest

money together with interest.
D. Release of KCPL from National Stavrch Agreement.

Any sale of the Business is expressly conditioned upon KCPL's
assignment of the National Starch Agreement to the Purchaser, and

the obtaining of a release from liability for performance of its

future
A obligations thereunder by National Starch. Should such assignment

and release not be obtained before closing, any obligations of

KCPL to sell and Purchaser to buy the Business shall thereupon

cease without further liabilityy to either party, and KCPL shall return any earnest

money tfther with interest.
E.” Environmental Liabilitv Indemnification.

Asbestos is used for insulation purposes in  Grand Aveaue
Station and the steam distribution pipiag. Additionally, one of
the 13,200/2,400 volt transformers at Grand Avenue 1s a PCB

Transformer, as defined under the Toxic Substances Coatrel Act.

L1231 , -~ - T 1 a3 3 e PN % PO | 2 o
L e B R B 8 s AR fia ane il > E

bisoiia wweny £ rETTe=gndadshall iademnily

the Purchaser

ang hold bharmless #¥6@e from azny and 311 liadilisy arising {rom (&}
P's

the derctpeerse JOSSessSios, wse. removal asgd disposal of such

asbestos, PCR Treaasferser, a3d PLE-228l3isisg of Fli-contamisased
prior to the cloving date

materialsyy ead () all other liability wnder Federsl, State aad




KCPL's
local environmental laws and regulations avising from ®ereheoealsd
and

possession, usep operation waédmdirepostrror of the Businessy prior to the closing

date.
F. Environmental Permits.

Any sale of the Business is wxpressly conditioned upon the

Purchaser acyuiring before the closing all reyuisite environmental

peraits for the operation of Grand Avenue Station, KCPL will use
its best efforts to have its present permits either transferred or
reissued to the Purchaser. Should such permits not be transferred
or reissued to Purchaser before closing, any obligations of KCPL
to sell and Purchaser to buy the Business shall thereupon cease
without further liabilityme to either party, and KCPL shall return any earnest money

together with interest.
G. Releases from Indentures of Mortygaves.

The Business is subject to the liens of two indentures of
mortgage. KCPL shall use its best reasonable efforts to have the
Business released from the liens in the event of sale; however, if
the Business i35 not released from s2id lien as of closing, any
obligation KCPL may have to sell, and the Purchaser to buy, the
Business shall thereupon cease without further liabilityx to either party, and

KCPL shall return any earnest money togethsr with interest.
H. Repurchase Provision.

In recogaition otf the fact that it is ecoaocmically
impracticable for RCPL to remove its electrical facilities from

the Grand Avenue structure aasd laands, the Purchaser shall agree

that in the event stea=m fisally ceases to be &z Graad
after . fron
Avenue witivim twesnty years ef the sale of the Busisess, KECPL shall

have the firs: right (bet mot %2e odligatics]}l o

4




Grand Avenue structure and assocliated 1lands, as detalled in
the price set by S&C.
Exhibit 4, at 4 PEE et R T i et G OGS O g B Lol N1

ettt
I. Risk of Loss.

Should any loss occur to the Business prior to closing, and
in the opinion of Purchaser

the 105S 1S Gomiuili@bamovirtrdetuid significantyee to materially affect
the value of the Business iauen—es—au—uﬁasieq the Purchaser may

reduce the pruchase price to reflect such loss or

A e T T Tl et Pl i i Al el Pl ot Lt i i i OO PR trE T The

L] i ST e A B S e i g@s M2y withdraw from its
obligation to purchase, in which case any earnest money paid to
KCPL will be refunded withé¥ interest, and neither party shall
have any further obligation to the othe

J. Closing and Possession.

Closing shall occur at a4 mutually agreed upon time and

place. At closing, Purchaser shall tender the remainder of the
Yess amounts deposited in escrow

purchase price in same-day fundswk, 2nd KCPL shall convey title to

the Business by good and sufficient documeats of traasfer in

Agreement for the Pyrchase and
FOGCVOR

accordance with the terms and coaditions ©f the e
Sale of the Business.
1 o~ ol N o o




LY @arnest money paid without interest. In the event of aps

fai%gre on the part of Purchaser to perform its obligafions

hereundW’, KCPL shall have the right to bring an agfion for
specific pdrformance, or for damages, or both. KCP at its
election, mgy retain the earnest money paid by’ Purchaser as

liquidated damaggs for the failure of performance/ or breach by
Purchaser. It isggreed that the 1liquidated Aamages provision
herein is fair and reagonable and that Purchafer has accepted same
and made its Proposal redggnizing the faiyhess and validity of
same.

L. Insurance

Purchaser shall comply “ th the following insurance

conditions and reyuirements for 35 lowg as Purchaser has the right
to enter upon any KCPL propérty gramged pursuant to the sale
of the Business. KCPL retajns the right fi reasonably alter these
insurance conditions agd requirements, at\hich time Purchaser
shall comply with the a2Atered conditions and reylirements:

a. Certificatgs of Insurance. Certificatespfrom insurance
carriers/ evidencing compliance by Purdgpaser with
insuryfice coverage regquirements as providey herein,
shafl be submitted o KCPL, ard Purchaser shall §$t take
gossession until such certificates of issuraance ghall
have beea furamished. ECPL shall gm0t be lisble Weor
delays occasicsed dus to, ar iz coeseciies witgﬂ

furaishliag such certificases.




Notice of Cancellation or Change. Purchaser shall have
endorsement attached to the policy or policies £
insurynee  which  shall provide that at least ten 10)
days pror to the termination of the policy or poflicies
the insuYance carrier shall notify KCPL ;f such
termination jad that at least ten (10) days prfor to the
effective date YT any change in such policy gr policies,
if such change estricts or reduces the amount of
insurance or nce coverage provifled therein or
changes the name or n1ames of the nsured(s), the
insurance carrier shal notify KC in writing of the
fnature of such change. T certificates of insurance
required under a, above shali eyidence this endorsement.
Workers' Compensation or % Emplover's Liability.
Purchaser shall comply <th all provisions of all
Workers' Compensation lafs and Empldyer's Liability Acts
of the State of Missgliri aad shall cagyry full insurance
coverage or be authfirized to self-insumie liability to
its emplovees un*ér Such Lass or 4ctis.

Public Liabilify and Property Damage. Purchaser shall
carry publfc liabiiity ang PTOperiy damage {nsurance,
including’ automobile SOVErage, 1ia amousts met less than
31.00G4000 public liahilizy a=zg 31,000,000 praperty

dangdze PET oCcurrescs #1388 respoasinle izsurjace

anles haviag & Best's ratizg of 8- or detier.
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1.)

2.)

3.)
4.)

XANSAS CITY POWER & LIGHT COMPANY
1330 Saltimore Avenue

Kansas City, Missouri 64105
January 2S5, 1988.

CCITIONAL PROVISICNS TQ BE ADCED:

Representations ard Warrantiss as to the assets. business, operations, financial
condition and prossects of the Business.

Indemnitication of the Purchaser by KCPL for breaches of the Representations and
Narranties.

Conditions te clesing.

Adjustments of Purchase Price.




proposal
for the purchese of
ECPEL’®
Downtown Ransas City, Hissouri

Cantral Station Elieam
Distributien Business

Harch 24, 1938
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FROPOSAL

FOR THE PURC.ASE OF KCPEL'S DOWNTOWN KANSAS CITY, MISSGURI
CENTRAL STATION STEARM DISTRIBUTION BUSINESS

To be submitted in quadruplicate

Name of Purchaser: Kinetic Energy Development Corporation

Address: 712 North Second Street

Suite 210

St. louis, Missouri 63102

Date of Bid: March 25, 1988

I/we hereby submit the following Proposal for the purchase of KCP&L's
downtown Kansas City, Missouri, central station steam distribution business
in accordance with the terms and conditions of the Request for Proposals
dated Janvary 25, 1988:

1. Purchase price:

Option 1: Purchase Grand Avenue Station and Distribution System

$6,000,000.00
(in figures)

§!'§ 20;' : ljoﬂ !EI !ZQE§

{(in words)

tion 2: Purchase Distribution System Only

$4,000.000.00

{(in figures)

2. Qualifications of Purchaser |

] form).




3. Purchaser's approach to providing steam service in downtown Kansas
City, Missouri (attach to Proposal form).

4. Steam rates and the conditions of steam service to be provided by
Purchaser {attach to Proposal form).

5. Disposition of Grand Avenue Station (attach to Proposai form).

6. I/we hereby incorporate by reference all of the terms and conditions
of the RFP into this Proposal, except for the following specific items to
which exception is taken and the reasons therefore given. Also listed are
any additional terms and the reasons therefore, upon which this Proposal is

conditioned. Exception - Schedule for submission of earnest money, (RFP Para

. ineti er ve £t will s ' ec

100,000.00 j est money as provi in m nv

transactions: at the time an agreement for Sale/Purchase is execu ted, A

I/we understand and agree that this Proposal shall be irvevocable for a
period of thirty (30) day=s from March 25, 1988, a==i that ECFeL bas the option
of extending this irrevocable period an additicsal thirty (30) days. It is




* ‘

unless (a) satisfactory sale documents are entered into, (b) all necessary
regulatory consents are obtained, and (c) all conditions precedent are
satisfied. A Corpora.e Surety in the amount of $100,000.00 is enclosed.
I/we further understand that this Proposal is subject to disclosure to
the Missouri Public Service Camission and its Staff, and in anf Camission
proceedings concerning the sale of the Business in accordance with the

practice and rules of the Cammission.

Purchaser:

By:éj—

W. T. Schmidz, Presiden
Attest:

orbier, Secretary




2.

Kinetic Energy Development Corporation has formed the following project team

to insure the future viability of the downtown Kansas City Steam System:

Rinetic Energy
Developrent Corporation
712 North Second Street
Suite 210

St. Louis, M 63102

owners of steam system.

Affiliated Resource Corporation support for operations and
(Owner/Operator of Hartford, maintenance of steam system
Connecticut Steam System) through contact with Kinetic.

Jeremiah Finnegan, Attorney
4049 Pennsylvania

Suite 300

Kansas City, MD 64111

B.C. Christopher Securities Company Financing counsel for

4800 Main Street acquisition and future
Kansas City, M0 64112 expansion.

John Goulias, Engineer Consultant - Environmental and Engineering
Goulias Associates Consultant

1925 North Circle Drive
Jefferson City, MO 65701

Kinetic will use local labor for operations and maintenance and will include
qualified local contractors for any construction bidding which may be

necessary.

Kinetic’s project tesm is ¢

Legal counsel for steam system..




be implemented. And, being based in Missouri, we are here to stand behind

the project and insure its future long-temm success.

The principals of Kinetic Energy Development Corporation have first-hand
experience in the development, acquisition, start-up and profitable operation
of the St. Louis District Steam System. We also have direct experience with
state regulatory, environmental permitting and legislative agencies in

Missouri and have an excellent track record in each of these areas.

Kinetic’s principals have considerable expertise in the restructuring and
business plan implementation for the successful revitalization of district
steam systems, with particular focus on conditions specific and unique for

Missouri and the Midwest.

The team also brings strong operational suppert and experience to the
downtown Kansas City Steam System through Affiliated Resource Corporation,
the owners and operators of the Hartford Connecticut Steam System.

And, the team boasts strong local Kansas City representation for legal,
political, econamic and financial conditions affecting the future viability

of the District Steam System.

As for the project team’s financial capabilities, we have the following




represent over $64,000,000 in capital investment when they are completed.
Kinetic is presently made up of three campanies with total assets of

$8,500,000.

To further strengthen our financial capability, we are represented by B. c.
Christopher Securities Campany, an jnvestment banking firm in Kansas City,
Missouri. B.C. Christopher has assets totaling more than $1.6 billion and

has executed financings for steam and electric utilities totaling over $360

million in the last five years.




QUALIFICATIONS




KINETIC ENERGY DEVELOPMENT CORPORATION
BACKGROUND

Kinetic Energy Development Corporation, with assets of over $8.5
million, brings a highly professional, seasoned, expert approach to
providing cost-effective energy solutions to meet today's growing
institutional, industrial and municipal nceds.

Kinetie's focus is the identification and development of alternative
energy projects and is market driven, rather than technology or
equipment driven. Kinetic's business plan has a successful track record
as its principals have applied innovative concepts to projects and
businesses.

The principals of Kinetic comprised the corporate development group of
the second largest producer of resale district steam in the USA, and INC
magazine’s No. 1 (astest growing public company in 1986. Their major
focus was the development of alternative-energy projects, including the
acquisition and growth of major District Heating and Cooling systems,
Waste-To-Energy plants, Cogeneration facilities and hydroelectric
projects.

Kinetic Energy Development Corporation applies its program for proven
success to tailor various technelogies 1o a project’s specific needs. -
Technologies from which Kinetic draws may include any of the following
alternatives, either singly or in an optimal combination:

* District Heating and Cooling
* Waste-To-Energy

* Total Energy (Cogeneration)
* Biomass

* Coal

Kinetic provides coordination of all necessary resources, working with
local governmental entities, licensing bodies, community leaders, and

other parties to ensure thai a viable project meets every regulatory
criteria. Kinetic handles ali aspects of a project through a

step-by-step process that provides for modification at every stage of
development. This process moves from a concept and feasibility program,
through the refinement and reassessment processes of engincering and
design, to the implementation stages of construciion, start-up and

ongoing operation and ®sinienance. Ownership and financing alternatives
are included in this process

Kinetic bas » strcamiiacd development group, compeised of, eapevienced
professienals, which identifics, ceordinates. locetes and
energy markess, mm; m masl si&us&« asi efikinm m to




District Steam System Experience

Kinetic's principals have a very successful track record in the
acquisition and operation of district steam sysicms. They are also well
versed on steam generation through the use of fossil fuels, ]
waste-lo-energy applications, and sewage sludge incineration. Because
of this expertise, Kinetic has been commissioned by the State of
Missouri to develop an implementation plan for the construction of a
Municipal Waste and Sewage Sludge Codisposal Facility in the St. Louis
arca.

Kinetic's outstanding reputation is a direct result of the strong
credentials its officers bring to the energy industry.

Tab Schmidt, President of Kinctic, was instrumental in the purchasc of

the downtown St. Louis District Steam System from Union Electric Company
in 1984, He then became General Manager of the system, Thermal
Resources of St. Louis, and transformed it from a liability for Union
Electric into an income producing asset in just over a year.

His plan for success included a reduction in operation costs while
increasing the customer base to boost sagging revenues. This action put
a balt to a steady 10 year decline in steam sales for the St. Louis
system.

Under Tab's direction, the sieam system has added over 20 new customers
since early 1985 and continues to grow and prosper today.

Now head of Kinetic, Tab has built a well respecied reputation in the
District Heating and Cooling industry throughout the Country. He is
responsible for bringing many innovative idcas to this field and has
written several papers on district steam system operations.

Tab has also traveled to Europe to exchange ideas on steam system
operation and efficient utilization of botk fossil fueled and waste

fueled steam generation equipment. Because of his extensive knowledge
and experience, he has been sppoinied 25 chairmaa of the Production,
Cogeneration and Refuse Encrgy Commitizes for the International District
Heating and Cooling Association in Washiagton D.C.

Jerry Corbier, Vice President of Kinetic, rounds out a strong tcam in
the managiag, operating and markcting of disirict sieam systems. Jersy
has a sirong background in both techeica! 26d business arenas and helds
a degree in Civil aad Mechanical Engincesiag snd 2 miner in Masheting

Jezey gaiacd an in-depth knowledge of the stvam basiness when be was
Project Masager for Catalyst Thermal Evergy Corperation,
owsersfeperatens of five district stvem systems the vt §he US Mo
Mlhgu&mmcmﬁgm%@madmm&?
involved in vew aad sniges wese spplicesine for these stems @ =l
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documented the application of a district cooling system in Baltimore,
Fusther technical credentials include authoting a book on the design of
industrial bulb thermostats to provide ambient temperature compensation
and the subsequent design of such a thermostat which is now being
manufactured and marketed by Barber-Colman Inc. in Rockford, Illinois.

Jerry also has a successful background in marketing and sales. He was
National Accounts Manager at Harris Corporation in Atlanta and handled
such clients as Southern Company Scrvices, Gieorgia Power Company,

Alabama Power Company, Lockheed Corporation, Fuqua Industries. Alexander
& Alexander, Inc., C&S National Bank and Georgia Pacific Corporation.

Kinetic's principals have a very good knowledge of the marketplace and
the type of environment in which to sell steam services to prospective
clients within the stcam loop. This team also has the ability to
implement an outstanding customer relations program to look after the
nceds and wants of present customers on an existing District Steam
System.




Kinetic Environmental Laboratories, Inc. (KEL]) is a company engaged in
the safe and efficient disposal of residential, commercial and .
industrial waste. Located in Centralia, Illincis, approximately 60

miles east of St. Louis, KELI is the largest waste management company
in a six county arca and specializes in industrial special waste

transport and disposal.

KEL] owns a refusc incinerator Jocated in Centralia which is presently
being refurbished and once in service, will offer an economical and
environmentally-sound disposal alternative to landfills. This
incinerator process will also produce steam which will be consumed by
surrounding industry as a low-cost energy source for their heating,
processing and cooling needs.

KEL] also offers consulting services for industries and municipalities
who wish to develop and implement both short-term and long-term waste
management programs. Our services insure that waste disposal is handled
responsibly in order to preserve our environment now and in the future.

Centralia Environmental Services, In¢.

Another subsidiary, Centralia Envircnmental Services, Inc. (CES]). owns
and operates (3) 40 acre landfills, (2) in Marion County, llinois and
(1) in Jackson County, lilinois.

This business was acquired to help control our waste disposal costs as
well as provide a waste stream which could be used in future
waste-to-energy projects. Several such projects are being developed by
Kinetic Energy Dcvelopment Corporation throughout Central Illinois.
Once these facilities come on line, the waste normally received by our
landfills will be diverted 1o these lacilities where it will be uscd as
fuel to produce economical energy.




Selected Specific Project Experience

Kinctic Energy Development Cerporation currcntly has over 25 projects in
various stages of development. These projects cover a wide spectrum

from the brokeri..g of fuels to the acquisition of district stecam systems

to the development of new district steam systems with waste-to-energy
and the codisposal of sewage sludge. '

The following provides an overview of the general calegory of projects
currently underway:

Type of Project No. of Project
Acquisition of Existing Districi

Steam Systems 3
Waste-10-Energy and Codisposal 2
Development of New District Steam Systems 6

Fuel Brokering 2
Hazardous Waste Services and Disposal 3

Central Facilities to Serve Industrial

and Commercial Customers 7
Residential Waste Transler Stations 4
Total 27

The principals of Kinetic Energy Development Corporation have a wide
range of experience threughout the energy industry. Sclected past
experience of the principals at Kinetic iaclude the following:

1. State of Missouri: Codisposal Facility Utilizing Sotid Waste and
Sewage Sludge. Kinetic was selected by the State of Missouri in
conjunciion with the local government development agency and 2
technology vendor to develop an implementation plan for the above
facility. The scope of this project iz to include 2 program for the
design, construction, financing, ownership and operation of a waste to
escrgy facility utilizing solid waste and sewage studge. The scrvice
area for this project will contaiz oas or more facilities wiilizing
sewage sludge from the Meiropolitan Sewer District and solid waste {rom
the St. Lowis metropolitan area. Furiker, s model is to be developed
from this project and to be wiilized in asscssing codispesal petential
in out of state areas secd as 8. Tharles Conmty.

b3 himsts C- RRCA, Breshbaven B 4 Labas
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beating snd cooling systems. More specifically, this scope involved an
aralysis of existing systems across the US, a critique of the existing

DOE Technology Reseasch program: and recommendations for future DOE
distict heating and cooling programs.

3. 58, Lowis, Missouri: Downtown District Steam System. This project
included the negotiation and acquisition of 22 miles of steam
distribution system, and a 1,500,000 Ib per hour, 70 MW power station,
The project began in 1983, and included restructuring of the rale
tarilfs, the ncgotiation of long teem scrvice contracts with major stcam
customers, and a permanent change {rom Public Service Commission
regulation to contract sregulation betwecn the customers and the central
steam system. Upon closing of the transaction, the scope of this
project transitioned into the start-up of operations; the hiring,
training, day to day direction of all operations, accounting, marketing,
and engincering personncl; and the implementation of a business plan for
the rebirth of the downtown stcam system.

In following that business plan, the district steam system has
stabilized the loss of customers, and attracted new developments and
previous customers to account for a 40% increase in sales.
Historically, the steam system documented annual losses in excess of
$500,000 per year. Following the acquisition and transition of
opecrations, the downtown steam system produced profits in excess of
$500,000 the first year of operation.

4. St Louis, Miscouri: 600 TPID Waste-to-Energy Facility. In
conjunction with the acquisiticn of the downtown steam system, this
project involved the development, design, financing and construction of
a 600 TPD Waste to Energy Facility 1o utiiize residential waste from the
City of St. Louis. The award of this project resulted from a
compelitive selection process among 26 prequalified bidders.
Development of the project began in 1983, and the scope of this projcct
included environmentai permiiling, engineering and design, equipment
selection, and firm estimaies for consiruciion. Additional tasks
included waste supply and cnergy contract negotiation. Emviroamental
permitting was accomplished ir six months, ard the project was located
in a nop-attainment arca of the pollution centrol district.

5. 8t Logpis, Miscouri: Selid Fuel conversion ef Downnteownn Bistricl
Steam Sjstem. The scope of this project included the development and
conversion of the power sislior lo solid fuch, (coal 2ad biomaus), to
provide a long term, stable, environmenially sound scurce of ensrgy for
the district system. This project was in conjuaction with the 608 TPD
Waste to Energy facility to provide praling 854 back-ep service to the
centzal steam sysiem. The $-300.000 b per boss beilers a1 the centrel
plant were eriginally designed for puiverized cosl. and weve mwﬁﬂ
to bure Neo & eil in 1972, VYasiees teche 3

and traveling grate spreader stoler, mese assessed for the @&m
&ﬁé&i&m in ¢ =3 : 3




S, Lonis, Missouri: Satellite Power Station for the Donntoun

Dislrlel Steam System. This project involved the acquisition of a

beiler plant which previously served a hospital complex adjacent to the
downtown steam system. The scope of this project included the
competitive bidding and ncgotiated purchase of four gas fired boilers,
and three turbine generators to interconnect for the long term expansion
of the district steam system. This facility was originally designed as |

a coal fired facility and has a total capacity of 60,000 Ib per hour.

This project was developed to be converted back to solid fucls and
supplement the existing central system power station from the opposite
end of the district steam system,

7. St_Louis, Missouri: Major Steam Line Expansion of the downtown

Steam System. This project involved the assessment of potential for
major expansion of the downtown stcam sysliem. Specific customers were
identified and commitments for a 30% increase in steam sales for the
steam system were obtained. The project specifically included five
facilities owned and operated by the St. Louis Housing Authority. The
scope of the project included distribution piping, heat exchangers for
conversion from steam to hot water, and the associated valving and
controls for interconnection. Additionally, the development of a new
tariff and negotiation of a 20 year service agreement with the customer
were part of this project.

8. Bristol, Virginia: Municipal Solid Waste Energy Recovery Facility
With Cogeneration. A Phase | feasibility study was completed for an
approximate 300 ton per day mass-burn system to genecrate steam for
industrial customers and cogenerate clectricity for sale to the utility
grid. Specific tasks in the scope of thal study included: a

comparative computer analysis of in-plant steam generation versus
central plant generation, development of steam sales rate schedules, and
development of draft contract for steam sales. The projected cost of
this facility was $31 million.

9. Bristol, Virginia: Procurement Plasning; 300 TPD Waste to Energy
Facility. The scope of this project involved the preliminary design and
engineering of a 300 TPD WTE facility. Specific tasks included:
specification and procurement documents for major equipment, capital
cost estimates, and coordination of tecknical, legal and {inancial impul
0 determine a specific business plan for implementation.

10. Milliagion, Tenpesses: Navy Cegesmeratioa Preject. This preject
involved an initial evaivation of 10 slicrnatives for 20,800 KW, 300,000
lb/hr cogeneration facilisy at Naval Air Siatios Memphis. The various
aliernatives included 600 TPD of municipal solid waste, coal, or oil a3
fuels. This evaluaties inclnded: cconomic and emespy wer raaliag,
ownership alieraatives, bife cycle cost amalyoes, Hfe eyole enengy
analyses, comparisen of operatiag costs, and 2 semsitivity ssalysls of
various parametlen.




feasibility assessment included. A landfill weighing study and arca
wood waste survey were completed. A comparative computer analysis of
in-plant sieam generation versus central plant generation was performed.
A steam service contract was drafted and preliminary steam customer
negotiations were conducted. Investment costs, operating costs, and
revenue potentiar were reassessed for the projected $15,000,000 central
plant and steam distribution system, A proposal was prepared on behall
of Smyth County to obtain Federal Price Support loans for the DOE,

12. Asheville, North Carolina: Solid Waste Study for a six (6) County

Area. The scope of this project involved a land[ill study of nine (9)
landfills in a six (6) county area of western North Carolina for the
Land-of-Sky Regional Council. This study included annual quantities
reccived and annual operating costs. The study included 2 weighing
study of six (6) landfills.

13. Asheville, North Carolina: Steam Customer Search, Evaluation, and
Feasibility Analysis of a Solid Waste Energy Recovery Facility. The

scope of this study involved the location and evaluation of steam
customers in a six county area of western North Carolina and match
potential customers to the waste strcam as defined in project #17 above.
Two projects were defined as to be located in Henderson County and
Buncombe County respectively. Phase 1 feasibility was evaluated for
cach county.

14. Marshall County, Alzbama: Incineraior-Boiler Project - 140 TPD.

The scope of this projeci involved an economic and technical feasibility
study for the construction of a solid waste to energy facility to supply
steam to Continental Grain, Goldkist Feed Mill, and the Goldkist
Processing Plant. Because of the large steam demands of the potential
customers, an alternative to supplement the steam generated by the solid
waste with a 40,000 1b/hr coa! fired boiler and a standby 40,000 Ib/hr
gas fired boiler was also anaiyzed in this study.

15. Additional projects related o the experience of the principals in
Kinetic Energy Development Corporation inclade:

* Feasibility Analysis - Solid Waste To Energy
Facility; Phillips Cousty, Arkansas

* Feasibility Analysis - Solid Waste To Energy
Facility; Hendersoa County, Nostk Carcline

* Feasibility Analysis - Solid Waste To Escigy
Facility; Bercembe Couvaty, Nosth Caschaa

* Addition to Waste Disposal Heat Recovery Flasy;
Blyeheville, Arhansas




AFFILIATED RESOURCE CORPORATION

GENRRAL BACRGROUND

The Hartford Steam Company, a& subsidiary of Connecticut
Natural Gas Corporation, operates a modern heating aend
cooling plant to service the central business district of
Hartford., Connectlicut, The concept of central heating and
cooling wvas incorporated into the overall Hartford
Redevelopment Plnan in the early 60's when the city planners
went forward with the Constitution Plaza Redevelopment
Program. The plaut and its eas.cciated distribution system
has expanded dnrina the past 25 years to encompass other
major developm~nt projects, including the Hartford Civic
Center, comprised of a 15,000 seat coliseum, and the million
square foot Civic Center retall shopping mall.

The Company presently services 35 buildinas with steam and 37
buildings with c¢hilled water. Its customers include the
Travelers Insurance Company buildings., the Senior Citizens
Building, all the buildings on Constitution Plaza, the
Federal Building, the Bushnell Plaza buildings, the Southern
New England Telephone company buildings, Phoenix Insurance
Company, Wadsworth Athenaeum, Connecticut National Bank, the
Metropolitan District Headguarters, the Summit Hotel, the
Sheraton Hotel, Hartford Club, Hartford Steam . Boiler
Insurance Company, and the new Connecticut Natural Gas
Operating and Administrative Center. Significant growth came
in the early 19%0's with the renewed growth of the central
business district. During this period, Connecticut's largest
building (Aetna Peality's City Place Complex) joined the
system along with the One State Street building and
Connecticut River Plaza. These buildings represented
2,500,000 square feet of new office space. Annual steam
sales are approximately 370,000 M 1lbs., and annual chilled
water sales are 1,200,000 daily tons. Although new customers
have been added since 1973, both steam and chilled water
sales are now beainning to approach and exceed the peak sales
of 485,000 M 1bs. of steam, and 95&,000 tons of chilled
water which oceurred during the early 1970°s. Significant
declines in =sales were directly attributed to major
conservation efforts that the customers have employed as a
direct result of the increased cost of energy &s well as in
response to the naticnal goal to conserve energy.

The Company burn= both natural ges and Ko. € fuel eil in its
boilers to produce steam. Natural ga= is availeble fro=
Connecticut Ketural Gas on 2 panuval interrupiible basis and
ia generally =vpplied betwesen early and late fall. Buring
the winter peried, Ne. € fuel oll iz the primeary fuel. The
Compeny alsc exercises ecenesie dispatek in the use of fuel
and, whenever rpeossiblie, the chesper fusl
Currently. natural gss is belsg svpplisd st ay
$§2.60 per millies BYTUs. 2and Bo. & f=el oil is Q*%iiﬁ%&@ at
n&g@&xi&@%gkg §2.7% per millies , @%&%& S@gg i=
ced ia the boilers iz elider gﬁsxwi,n : 83




customers for heating or is used for power within the plent
to produce chilled water. The present plant has an installed
boiler capacity of 385,000 pounds per hour and a chiller
cspacity of 20,000 tons. The plant has experienced a steam
production peak hour of 305,000 pounds and a chiller
production peak of 19,500 tons.

The plant producers chilled water by directing the 250 psi
saturated steam prroduced by the boilers to steam turbine

driven centrifuan) refrigeration machines. The six
refrigeration chillers range in size from 1500 tons to 5000
tons. Return w~rter from the downtown system enters the

chillers at approximately 55 F.; the water is cooled to about
40 F. in the chillers and then is returned to the downtown
system. Six steam powered centrifugal water pumps provide
the pumping power to the chilled water distribution system.
The direct buried distribution system includes over 19,000
feet of pipe roanaing from 12 to 36 inches in diameter.
Condenser water for the chillers and condenser water for the
turbine exhaust is provided by a pipeline which delivers
Connecticut River wvater directly to the plant. Nine electric
motor drive pumps provide a total flow of up to 60,000 GPM to

the refrigeration equipment.

NEW CONCEPTS, NEW CUSTOMERS

In 1977, the Company installed and began operation of a 1000
ton river water/rhilled water heat exchanger designed to
provide direct cooling of the chilled water loop during the
winter montihs when river water temperature is 1less than
chilled water return temperature. Two 30 foot long shell and
tube heat exchanarrs were designed and specially manufactured
for this application. During its first winter season, the
" heat exchanger operated for 116 days, producing a total of
69,651 daily tons. The energy saved by the operation of the
heat exchanger was equivalent to 33.500 MM BTU, a savings
currently valued at more than $16%5,000 annually. Considering
that the <cost of the heat exchanger, including its
installation, was less than $100,000, the efficiency and
economic payback of this concept is extracrdimary.

The Company has now upgraded the eoriginmal exchanger with
higher efficiemcy flat plate eguipment. Thie allows the
extension of opcrating conditions end incresses the cost
savings by using (he natursl zooling of the river waler for »
longer season.

Puring vecent yearan, Eartford Ztess has bess able 1o maximize
the avallability »and lead facier o2 the Base plant by
incorporating chilied Mtﬂ gm& stzrage. The basis fo
this eparaiion wa2 the cooverad 1.390.802 galles =il




atorage tenk to chilled water storage. This allows chilleqd
water to be genrvated off peak and meet additional load
regquirements during the daytime. This project is unique in
the industry for many reasons but clearly demonstrates the
Company‘'s dedication to its customer base.

The Company has bhecn aggressive in the pursuit of additional
thermal energy development projects. This is evidenced by
the development of the Capitol District Energy System

beginning in 1985. This project has been one of the most
cleosely coordinated and timely energy developments in many
vyears. It has bren a project which demonstrates the ability

to develop a chilled and hot water thermal system during a
time of significant question as to the viability of district
energy systems. This project was developed entirely with
private funds an Aid not require the significant government
financial support present in other developing systems during
the 1980's.

Hartford Steam Company through its affiliates has been
involved in energy development in other locations.
Noteworthy is the selection of the Company to operate the new
thermal energy system being developed currently in
Springfield, Massachusetts. This opportunity has resulted
from that City conducting a procurement process which
selected the Company as the developer/operator. This project
now involves others, but the Cempany will operate the new
systenmn.

During the last decade the Hartford Steam Company has been a
key role model for many thermal energy systems across the
country. The Company has been a leader in the operation and
maintenance of large systems. The management of the Company
has been able to rmntinue the growth and competitiveness of
thermal energy products. This experience is unmatched in the
industry and now iz a tool which allows the Company to share
the experience in the development end operation of other
thermal energy systems. The Company will continue to posture
itself as a key player Iin thermal energy developsent across
the country.
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EXPERIENCE AND QUALIFJCATIONS
NVESTMENT BANKING GROUP

B. C. Christopher Securities Co., through its Public Finance and Corporate
Finance Departments, provides the capital financing component of the Kinetic
team. B. C. Christopher has been working along side Kinetic Energy
Development Company since Kinetic's inception, assisting the firm in
structuring and completing transactions for a variety of types of projects.
Outlined below are the major qualifications of B. C. Christopher in handling
the financing of Kinetic's acquisition of the Downtown Kansas City, Misscuri
Central Station, Steam Distribution System.

DESCRIPTION OF B. C. CHRISTOPHER SECURITIES CO.
General Background

Founded in 1878, B. C. Christopher has evolved from a grain trading
company started on the banks of the Missour! River to become a full service
investment firm. Headguartered in Kansas City, Missouri, Christopher has 10
branch offices and over 150 account executives offering a full range of
fnvestment services. The firm s a member of the New York Stock Exchange, as
well as all other primcipal Stock and Futures Exchanges.

In 1988, Ceatral Life Assurance Company of Des Molses, Iowa, purchased
controlling interest im B. C. (hristopher. Central Life, which was
tncorporated on February 8, 1896, is the 23t largest setual iaserence Cospany
in the United States as measwred By assels. Ceatral Life reports assels is
excess of $1.6 billica and capital of more thas 3130 oilliee. Best's
insurance ratiag service Bas siwta Cantral L300 its Eighest maling, Be
€excellen?) based o past o re fasmgarg e (Y
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When Central Life acquired B. C. Christopher Securities Co. 1t made a
commitment to add its formidable capital position to that of B. C.
Christopher. This strength has enabled B. C. Christopher to provide
investment banking services for some of the largest issuers in the country--a
unique capability for a regional firm. For example, in the summer of 1986,
B. C. Christopher underwrote, as the senior managers, an issue of $97,890,000
for the Kansas Turnpike Authority. Central Life added its capital to that of
B. C. Christopher to compiete the transaction.

For_the_Year Ended

1984 198% 1986
Total Capital (Contingency
Reserves & Surplus) $150,396,000 $212,336,000 $209,831,000
Excess Capital (Surplus only) $103,000,000 $105,000,000 $108,000,000
Total Assets $1,158,038,000 $1,482,620,000 $1,669,429.000

INVESTHMENT BANKING SERVICES

B. C. Christopher offers numerous investment banking services including:
Corporate Finance, Merger and Acguisition, Corporate Syndicate,
Over-the-Counter Trading and Market Making, Corporate Evaluation, Financial
Advisory, Underwriting, Public Finance, Portfolic Evaluation and Government
trading. These departments, based im Kamsas City, allow our clients to take
full advantage of the interaction among various markets imherent in today's
more complex capital markets. Trand:s and concepts identified in one market
can be applied by the fire's professionals to projects In other markets.




PUBLIC FINANCE DEPARTMENT

General Description

The primary objective of the Publtc Finance Department is to deliver
state-of-the-art financing alternatives accompanied by a quality of service
unattainable by the financial service conglomerates. The firm's professionals
provide a hands-on approach to the delivery of public finance services--the
same professionals that have the initial contact with the issuer work with the
fssuer through the closing of the transaction. In contrast to the wire house
approach, Christopher professionals work on a broad range of financings both
in terms of size and complexity, and thus afford our clients the benefit of
this more wide ranging experience.

Specifically in the utility finance area, the principals of the Public

Finance Department have structured and executed financings for steam and
j1itd ling gver million in the last five years. These

financings have included projects for new plant capacity, operational needs
and equipment replacement.

The Public Finance Department has maintained a position as a major player
in capital finance in the Midwest and across the nation. In 1986 the firm

The Department 1s experienced in the use of Credit Eahancements
fncluding: Bond Imsurance, Bank Letters of Credit, and Third FParty
Guarant2es. As the Credit Emhancement segment of the memicipal market has
grown, the professionals of B. (. Christopher have dees aR the forefromt in
developing mew sirategies to broaden the sarket for owv glisats’® dedt. The
fire's professionals developed the first “Imsered Trigger Reserve” and have
used 1213 concept for a msmber of etility system ciisnts siace i3 faitial

apotizatien in TOBM.




The Department offe~s a complete Research and Rating Application
capability. The research function assures our clients the availability of
latest information on the capital markets including the status of comparable
financings that may be entering the market at the same time as the.client.
Identifying structuring trends and interest rate windows are key functions of
the Research group. The Bond Rating process is a critical step in any
financing program and demands an approach based on thorough credit analysis
and preparation of a complete presentation to the various agencies.

Christopher offers to its clients an in-house proprietary computer
capability that allows for the maximum in design flexibility in the
structuring of public financings. Custom designed computer programs assist in
the development of financing alternatives that include; fixed rate financings,
floating rate financings, zero coupon bonds, accelerated amortization as well
as other alternatives. This computer capability is available on a 24-hour
basis, thus assuring our clients flexibility in accessing the markets.
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CORPORATE FINANCE DEPARTMENT
General Description

The services provided by B. C. Christopher's Corporate Finance'Department
cover all aspects of corporate investment banking. These services are
outlined below.

Project Financings:
- Assist in structuring and arranging debt and equity placements
for specific project completion.

Private Placements of Debt and Equity Securities:
- Assist in placing debt or equity for expansion capital,
refinancing of existing debt or general working capital.

Public Offerings of Debt or Equity.

General Financial Consultation Services:
- Assist in long range financial plianning.
-~ Analysis of acquisitions and divestitures and/or the
redeployment of corporate assets.
- Assist in positioning the client corporation and
determining optimal timing for entry into capital markets.

Mergers, Acquisitions and Divestitures:

- Provide acquisition search services.

- Provide assistance in pricing the entity.

- Assist in determining the most favorabie fimancial
structure with special consideration given to relevant
tax and accounting treatments.

- Access buyers and assist !n financing the spimoffs of
divisions or subsidiaries of corporationms.

Leveraged Buyouts:

- Pricing.

- Structuring and arranging fimaaciag.

- Prefer to represent the interests of manages

Evaluations:

Freezes.

Incentive Stock Opliicm Plass.
S0Py,

Fairaess Oplaloas.
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MISSOURI PUBLIC SERVICE COMMISSION

UNION ELECTRIC
RICH BAUDENTISTEL
DON CRAWFORD

CITY OF ST. LOUIS
MAYOR VINCENT SCHOEMEHL
BILL KUEHLING

BI-STATE DEVELOPMENT AGENCY
PAUL MYDLER

J.S. ALBERICI CONSTRUCTION COMPANY
GABE ALBERICI
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INTERNATIONAL DISTRICT KEATING AND
COOLING ASSOCIATION
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RON MUSSLEWHITE
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314-261-2611

202-429-5111

202-293-7330




I UNCAN |
EriCriion | @
&2 |

#8901 Grstol Sireel I Lows August 20, 1987

Re: Letter of Reference

This is a letter of reference for Tab Schmidt, President of Kinetic
Energy Development Corporation,

I first met Tab in 1983 when the company he worked for was selected by
the Bl-State Development Agency to implement a plan whereby the St. louis
District Steam System and the Ashley Plant, both owned by Unlon Electric
Company (UE), would be purchased snd integrated with a proposed waste-to-

Tab

energy facility utilizing waste generated by the City of St. Louis,

was their key and sole representative in St., Louis being responsible for
the coordination of technical, business, legal and financial aspects of
their operations in St, Louia. #y position was to represent UE's interests
in negotiating the arrangements and, later, in coordinating the implementa-

tion and operation of the contract terms.

After the business and faciiities were purchased from UE, Tab coordi-

nated the transition and start-up of cpereations, as well as the transition
progran for the customers of the district stesm system. Although the steam

eystem transition plan required a lengthy Public Service Comnission review
and approval, to the best of my knowledge Tab's activities have produced a
smooth transition of service for the customers and project psrticipants,

Concurrently over the past four years, he has coordinsted the develop-

ment of the waste-to-energy faciiity contempleted in the original plan,
Although the fecility has not yet been built, Tab's activities required him
to oversee all the deteils involved in the design, engineering, permitting,

and procurement of the project.

During the period of time that I have known and worked with Tab, he
has conducted himeelf im & professivnel menner, with high Integrity for hie

actions, and with tecimical competence.
1f you have any specific questions comcerning Tab's background, feel
free to call me 8t (314) 334-2031.

Eiscezely,
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1801 Gratiot Streel SI Lows

August 20, 1987

To Whan it may Concern

lle: letter of Reference

'his is a letter of reference for Tab Schinidt, President of Kinetic Energy |
Developnent Corporation.

1 first met Tab while he worked for & company that was selected to purchase

the St. Louis District Steam System and inplenent a waste to energy facility

utilizing waste generated by the City of St. Louis. At the onset of their

project, Tab was their key and sole representative in St. Louis being
responsible for the coordination of technical, business, legal and financial

aspects of their operations in St. Louis.

lle has coordinated the transition and start-up of operations, as well as

. the transition program for the custansrs of the district steam system.
Although, the steam system transition required a lengthy Public Service
Camnission review and approval; to the best of my knowledge, Tab's activities
have produced a smooth transition of service for the custoners and project

participants.

During the pericd of time that I have known Tab, he has conducted himself
in a professional manner, with lhigh integrity for his sctions.

If you have any specific guestions concerning Tab'’s background, please call.

Sincerely,
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Re: Letter of Reference

This is a letter of reference for Tab Schmidt, President of
Kinetic Energy Development Corporation.

I first met Tab while he worked for a company that was
selected to purchase the St. Louls District Steam System and
implement a waste to energy facility utiiizing waste generated by
the City of Saint Louis. At the onset of their project, Tab was
their key and sole representative in St. Louils being responsible
for the coordination of technical, business, legal and financial

aspects of their operation in Saint Louis.

He has coordinated the transition and start-up of
operations, as well as the transition program for the customers

of the district steam system. Although, the steam system
transition required a lengthy Public Service Commission review
and approval; to the best of my knowliedge, Tab's activities have
produced a smooth transition of service for the customers and

project participants.

Concurrently over the past four years, he has coordinated
the development of a trash to energy facility which included many
detailed activities in the design, engineering, permitting, and

procurement of the project.

" During the period of time that I have known Tab, he has
conducted himself in a professional manner, with high integrity

for his actions.
If you have any specific guestions concerning Tab's
background, please call.

Sincerely,




THERGBIANEDEVELOPMUNTAGENCY
7 Nosth Fust Sneetflaclede's Landing
S Louts, Missowd 63102.2595
{314) Bu2.3900
August 20, 1987

To Whom It May Concern:
This is a letter of reference for Tab Schmidt, President of Kinetic Energy Development

Corporation.

I tirst met Tab In 1983, when the company he worked for was selected to purchase the St.
Louis District Steam System and to Implement a waste to energy facility utilizing waste
generated by the City of St. Louls. Tab was their key and sole representative in St. Louis
being responsibie for the coordination of technical, business, legal and financlal aspects of

their operations in 5t. Louis.
HHe has coordinated the transition and start-up of operations, as well as the transition

program for the custoiners of the district steam system. Although, the steain system
transition required a lengthy Public Service Cominission review and approval, Tab's

assistance has produced a smooth transition of service for the customers and project
participants.

Concurrently over the past four years, he has coctdinated the development of a trash to
energy facility which included many detsiled activities In the design, engineering,

permitting, and procurement of the project.

During the period of time that I have kncwn Tab, he has conducted himself in a
professional manner, with high integrity for his actions.

If you have any speclfic questions concerning Tab's background, please call.

Sincerely,

ama




THERGEIAIELDEVELOPMENT AGENCTY
FUT Nowth Frst Sueetflaclede’s Landing
& Louts, Missowi 63102.2595
$334) 9821400
August 20, 1987

To Whom It May Concern:
This is a letter of relerence for Tab Schmidt, President of Kinetic Energy Developinent

Corporation.

! first met Tab In 1983, when the company he worked for was selected to purchase the St.
Louis District Steam System and to Implement a waste to energy facility utilizing waste
generated by the City of St. Louis. Tab was their key and sole representative in St. Louis
being responsible for the coordination of technicai, business, legal and financial aspects of

their operations in St. Louis.

)

HHe has coordinated the transition and start-up of operations, as well as the transition
program for the customers of the district steam system. Although, the steam systemn
transition required a lengthy Public Service Commission review and approval, Tab's
assistance has produced a smooth transition of service for the customers and project
participants.

Concurrently over the past four years, he has coordinated the development of a trash to
energy facility which included many detailed activities In the design, engineering,

permlitting, and procurement ol the project.

During’ the period of time that { have known Tab, he has conducted himsell in a
professional manner, with high integrity for his actions.

1f you have any specliic questions concerning Tab's background, please call.

Sincerely,
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J.S. ALBERICI

CONSTRUCTION CO., INC.

August 20, 1987

TO WHOM IT MAY CONCERN:

Re: Letter of Reference for Mr. Tab Schmidt, President,
Kinetic Energy Development Covporation

1 first met Mr. Schmidt in 1983 when the company he worked for was selected
to purchase the St. Louis District Steam System and to implement a waste
to energy faciltity utilizing waste generated by the City of St. touis. He
was their key representative responsible for the coordination of technical,
business, legal and financial aspects of their operations in St. Louis.

Tab has coordinated the transition and start-up of operations, as well as the
transition program for the customers of the district steam system. Although
the steam system transition required a Tengthy Public Service Commission
review and approval; to the best of my knowledge, Tab’s activities have
produced a smooth service transition for the customers and project

participants.

In addition, over the past four years Tab has coordinated the development
of a Trash to Energy Facility. His activities included directing design,
engineering, permitting, and procuremznt for the project.

" During the period of time that ] have known Vab, he has conducted himself in
a professional manner.

If you have any specific questions concerning Tab’s background, please do not
hesitate to call.

Sincerely,
J. §. §§8{35CI CONSTRUCTION €0., INC.

8td: 31

His autions have exhibited a2 high degree of integrity.
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Tab Schmidt
President
Kinetic Energy Development Corporation

Tab Schmidt is a developer and President of Kinetic Energy Development
Corporation. He is a certificd Professional Engincer, and a graduate of
the University of Missouri at Rolla, with a BS. in Mechanical
Engineering. Mr. Schmidt has over 10 years of expericnce in cvaluation,
design, development, and opcration of energy-producing facilities; with
major emphasis in municipal waste-1o-energy facilities.

Prior to forming Kinetic, Mr. Schmidt was Vice President of Development
for Catalyst Thermal Energy Corporation (CTEC), a parent holding company
for five district steam systoems across the United States. Among

Mr. Schmidt's responsibilities included the design, financing and
construction of a 600 Ton per day, mass burn Trash-To-Energy facility
for the City of St. Louis. Also, responsibilities included the

conversion of a 300,000 Ib/hr existing boiler facility to coal firing to
provide emergency backup and peaking capability to the Trash-To-Energy
facility. Additionally, a waste transfer station network was also

designed to supplement the waste supply for the project. Other
responsibilities included marketing, evaluation, and development of new
projects and steam systems, and continued development of St. Louis
operations. The full scope of these activities included coordination of
legal, financial, engineering, construction, and governmental facets.

Mr. Schmidt also served as Vice President of Operations and Engineering
for Thermal Resources ol St. Louis, an operating subsidiary of CTEC. He
was responsible for directing day-to-day operations of the Ashley Power
Station, steam distribution system, and design and engineering tasks
related to the steam system. Mr. Schmidt was the General Manager and
Chief Operating Officer for the district sicam system, to oversee ils
transition when it was bought from the lacal utility, Unioa Electric, in
1984. Responsibilities as General Manager included the start-up of
operatioas; the hiring, training, and day-to-day direction of all
operatioas, accounting, marketing, and cngineeriag perseanch and the
implementation of 2 business plaas for the redirth of the downtown
district stcam system.

In following that business plaa, the disirici stcam sysiem has stopped

the maws exodes of weam cestomers, airacied previons ceslomers and new
developments te cosnect to the district eam yitem, sad ohtaised
commitments for majer expassion to ihe spsiem for oner 3 390 lecveaw i
sizem sales.
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design and coordination of various disciplines for solid waste, \.h'(.)(fd
waste, and coal-fi;ed projects. Among Mr. Schmidt's responsibilitices,
specific tasks included:

Marketing of engineering services;

Evaluation and statistical analysis of waste streams;

Market analysis of potential energy customers;

Marketing and negotiation of stcam sales agreements;

Selection, evaluation and application of major equipment technology;
Facility planning and preliminary design;

Financial analysis of capital, revenue, operating expenses, and debt
services for central steam facilities; and

¢ Review and coordination of lcgislative and permitting requirements
relating to central wasic-fucled facilitics.

Tab Schmidt has also had hands-on field work experience as an engineer
for Factory Mutual Engineering. Responsibilities included field
inspection, evaluation, and report writing for a wide spectrum of
industrial and commercial locations such as new construction site
surveys, specification for hazardous processes and operations, security
systems, loss investigation and evaluation and specification of
combustion safeguards and interlocks for various furnace, dryer, and
boiler applications. Classroom instruction, field training of new
employees, top management contact, plan review, and report review were
supplemented responsibilities.

Mr. Schmidt has served as the Chairman for the Refuse Energy Committec,
' Chairman of the Production and Ccgeneration Committees, and a commiltee

member of the Metering, and Rescarch and Development Committees of the

International District Heating and Cooling Association; and as a member

of the District Heating and Coolirg Commitiece of ASHRAE, American

Society of Heating, Refrigesation, and Air Conditioning Engincers.




Jerry Corbier
Vice President
Kinetic Energy Development Corporation

Jerry K. Corbicr is Vice President for Kinetic Energy Developméhl
Corporation where he specializes in Marketing and Development of
alicrnative-energy projects.

Jerry began his carecr as an engineer with McDonnell Douglas Aircraflt
Corporation in St. Louis where he developed weight reduction strategies
for the F/A-18 Hornet, a fighter jet used by the US. Navy.

From there, he became a Sales Engincer for a porcelain enamel and stccl
fabrication manufacturing firm. There he gained extensive experience in
manufacturing and cost-estimating technigues.

Jerry broadened his knowledge and expertise when he later joined Harris
Corporation, a Fortune 200 computer and electronics manufacturer, as
their National Accounts Manager in Atlanta. He directed a group of
Sales and Technical Support Representatives who marketed computer and
telecommunications equipment to Foriune 500 corporations. Jerry was one
of the youngest Nalional Account Managers in the company's history and
received many sales and sales training awards while with Harris.

Jerry was then recruited by Contel Corporation, a multi-billion dollar
telecommunications firm, to fill the role of Senior Marketing Editor,
where he headed up a team of engincers and Account Executives that
designed and marketed meiti-million dollar telecommunications networks
for municipal, university, stility ard industrial clients. Mr. Corbier
was largely involved i managing the techmical proposal development to
bid requests.

Jerry then joined Catalyst Thermal Ercrgy Corporation im St. Louis as
their Project Manager for Business Development. He worked extensively
on major expansion projects for their district sieam sysiems throughout
the counmiry. Jerry's experience alse covered techaical 2ad fimancial
analyses for projects such as major siecam sysiem expassions,
Waste-to-Energy facilities, upgrades and coaversions of their existing
generating stations, and special applications of sicam powesed
refrigeration equipment.

Ms. Ceocbier's respomsibilities included the aeo
sicam gescrating {acilitios a3 well & the devele
Waste-To-Eneegy pregram for she $3 Lowds Men
addizienal expertise covered & bread sange #nd
of chilled water potestial for sasiew: dlmtvien stessm
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identification of majnr steam loads; customer and vendor contract
negotiations; major proposal development; and development and
implementation of targel marketing campaigns.

Jerry holds a BS. in Civil/Mcchanical Engincering and a minor in
Marketing from the University of Hiinois at Champaign/Urbana.. His
formal education and comprehensive background in marketing and
engincering has provided him with a solid foundation on which to
successfully fulfill his role as Vice President for Kinelic.




RESUMNME

ANTHONY C. MIRABELLA: VICE PRESIDENT - AFFILIATED RESOURCES CORPORATION \

CURRENT STATUS: Mr. Mirabella is responsible for operations of Affiliated
Resources Corporation and its subsidiary companies.

EDUCATION: Graduate of Stevens Institute of Technology - 1962 with
a B.S. in Mechanical Engineering.
Advanced Aeronautical Engineering courses from Brooklyn
Polytechnic Institute - 1963
Graduate of Western New England College - 1969 with a
Masters 4n Business Administration.

EXPERIENCE: 1978-Present - Vice President of CNG, Affiliated Resources
Corp. and its subsidiary companies including the Hartford
Steam Co. and Energy Networks Inc. . :

1971-1978 - ¥r. Mirabella was employed by Connecticut
Natural Gas in the construction and management of its
LNG plant and gas storage facilities.

1962-1971 - Mr. Mirabella was employed by Grumman :
Rerospace, 2nd later by Hamilton Standard in several !
projects including Apollo and the Manned Qrbiting

Laboratory. Mr. Mirabella was 2 Project Emgineer

responsitie for liason between the contractor and the

customer agency.

AFFILIATIONS: Mr. Mirabelia is a past President of the Ianternational

District Heating and Cooling Association and has prepared
and presented several papers oa DHL topics. Pr. Mirabella
is a memder and past Director of the New England LP Gas
Association, a member of Americas gas Association, Katiomal
LP Gas Association, and the feericea Institute
of Plant Engineers. He s currently a Directer of Morth
American District Heating asd Cooling Imstilste.




PAUL A RIDGERAY:

CURRENT STATUS:

EDUCAT ION:

EXPERIENCE:

AFFILIATIONS:

RESUME

DIRECTOR, COGENERATION AND DISTRICT ENERGY SYSTEﬁS -
AFFILIATED RESOURCES CORPORATION

Mr. Ridyeway has a background in HVAC Design and
Engineering. Present responsibilities include development
of cogeneration projects as well ad district system themal
enerqgy designs.,

BME - Western New England College 1971
MBA - Western MNew Enyland College 1974
JD - Western New England College 1981
PROFESSIONAL ENGINEER - State of Connecticut 1977

1980-Present - Connecticut Natural Gas and Subsidiaries,
Hartford, CT. Erergy economics and analysis for
cogeneration and HVAC systems.

1978-198C -~ Minges Associates, Avon, CT. As Senior HVAC
Enginger - design and specify economics of operations.

1971-1978 - Tuttle and Bailey, New Britain, CT. Manager,
Air Distribution Enginser and Contact Sales. Responsible
for field engineering group responding to 80 sales
representztives. Design new products, marketing and
literature programs.

Asrae, Association of Emergy Engineers, North American
District Heating and Ccoling Asseociation, Connecticet
Cogeneraticon Society, - Board Member, Cogeneration
Coalition of Americs -~ Board Hember.




RESUME

JEFFREY T. LINDBERG: MANAGER OF OPERATIONS AND PRODUCTION FOR DISTRICT
HEATING PLANTS - AFFILIATED RESOURCES CORPORATION

CURRENT STATUS: Mr. Lindberg is responsible for operations and production
for all district heating and cooling plants. Major
responsibilities include maintenance, metering, training,
staffing and many other activities required to operate
modern commercial heating and cooling district energy
system.

EDUCAT ION: Advanced Power Transmission courses from the University of
Centra}‘Connecticut State College - 1982,

Graduate of Tunxis Community College - 1981 with an A.S.
in Industrial Technology, Major - Building Construction.

First Class Engineers Licene - 1978 )
Connecticut License Number E53 NAPE. Unlimited horse
power (AC/boilers, etc.)

i U.S. Navy Main Propulsion Systems School - 1974,

U.S. Navy Main Mechanical and Preventive Maintenance
Systems Schools.

EXPERIENCE: PRESENT - Manager of Operations and Production for Heating
and Cooling District Energy Systems.

1980-1932 - Mr. Lindberg was employed by Coordinated
Systems. Inc. as Director of Power Systems. This division
addressed all phases of power engimeering with special
emphasis on mechanical systems (i.e. chillers, boilers,
tuﬂ;ims. pumps, heat exchangers, cogeneratiom projects,
etc).

1976-1930 - ¥r. Lindderg was (hief of Operations for 2
200 bed hospital. Respemsibilities facleded project
managesednt and central plant gperat with saistenance
s¥iten, Bt

staff (includiag 2 JCBO emerp managemen!
recovery faciseration systes, etc).

1974-1976 - Br. Liadberg wes wtilities foremas for |
millies sgeare fest of corporate office space.
Responsiditities faciednd costral plent sperations and
gpert BT,




JAMES A. TULLER:

CURRENT STATUS:

EDUCATION:

EXPERIENCE:

AFFILIATIONS:

RESUME

MANAGER, ENGINEERING AND CONSTRUCTION - AFF ILIATED
RESOURCES CORPORATION, ENERGY NETWORKS INCORPORATED

Mr. Tuller joined Energy Networks Incorporated this year
to take charge of the development of new district heating
and ooling systems and to respond to the needs of cities
and utilities with older and less effecient steam systems.,

B.A. from Brown University 1968
Departmental Management Courses - U.S. Navy

1979-1985 - Project Engineer, The Dextor Corporation.
Responsible for the execution of major capital improvement
projects including the current feasibility analysis of 2
20 MW cogeneration planrt. Overall responsibility to the
boiler plant and for HVAC systems throughout the process
plant and office spaces. )

1977-1979 - Power Plant Manager - Energy Unlimited, Inc.
Managed two cogeneration power plants serving a major
shopping mall and a hotel complex. Managed a major steam
district heating system in the Bronx, Ne York.
Responsible feor preparation and implementation of
preventative maintenance programs.

1969-1977 - Surface Line Officer - U.S. Navy. Line
management of departments dealing with ships operations,
elactronics, power engineering and facilities management.

Association of Energy Engineers.




RESUME

DOUGLAS K. WALWORTH:  PLANT SUPERINTENDENT - THE HARTFORD STEAM COMPANY

CURRENT STATUS:

EDUCAT JON:

EXPERIENCE:

AFFILIATIONS:

Mr Walworth is responsible for overseeing the operations
of The Hartford Steam Company, Steam and Chilled Water
Distribution Systems, Associated Facilities and Manages

Operating Personnel.

U.S. Navy:

Propulsion and Engineering
Engineman/Machinist - A School
Nuclear Power School

Nuclear Power Training Unit

Air Conditioning & Refrigeration
Instructor Traininy

Leadership and Management

Business Management courses at University of Texas at El
Paso Eastern Connecticut State University

High School - Burges High School - E1 Paso, Texas

PRESENT - Plant Superintendent for The Hartford Steam
Company.

1970-1985 - U.S. Navy:

Engineeriny Department Leading Chief Petty Officer
Machinery Division leading Chief Petty Officer
Instructor Submarine School

Maintenance, Material and Management Coordimator (M)

Mr. Walworth is an active member of the Hartford
Industrial Managers Club (¥RCA).

|
}
|
|




RESUME

RUBERT P. THORNTON: MARKETING CONSULTANT - AFFILIATED RESOURCES CORPORATION

CURRENT STATUS: Mr. Thornton brings eight years of diverse experience in
the energy field to his current position as Marketing
Consultant for Hartford Steam Company and Energy Networks
Incorporated. Major responsibilities are the development
and expansion of the Downtown Hartford and the Capitol
Eneryy Center District Heating and Cooliny Systems.
Sales, marketing and communications are his primary

functions.

EDUCAT ION: 1981 graduate of Tufts University with a Bachelor of Arts
in Psychology and English. Extensive coursework in Energy

and Environment.

Additional courses in alternative energy design, sales and
marketing skills and motivation.

f EXPERIENCE: 1987-Present - Marketing Consultant, Affiliated Resources
! Corporation (see above status)

1985-1987 - Vice President, Lignt Flight, Inc.
Entreprenurial soft goods venture with multiple
responsibilities including sales, product development and

cperations.

1984-1985 - Sales Manager, Geo-Service Division, Magated
Corporation. Responsible for sales and marketing of
earth-coupled neat pusp system R0 institutional,
covmercial and residential clients. Extensive proposal
writing and lebbying experience.

1982-1984 - Sales Representative, Reynolds Aluminum Solar
Energy Division. Direct sales of solar emergy ¢clieats.
Promoted to Comsercial Systess Sales Manmager for Boston

ares.
EXPERIEWIE: 1878 - 1981 Comsumer Affairs Assistamt. Regiea Ome
arimeat of € j
1980 - 1383 {onsuitant. Tefts Ustwersigy ity of
41le
157% - g3 Ssgistant, Repien

1578




RESUME
HAROLD B. LINDER: ENGINEERING SUPERVISOR - AFFILIATED RESOURCES CO#PORATION

CURRENT STATUS: Mr. Linder is the supervisor of the Capitol District
Energy Center Heating and Cooling Operations.

EDUCATION: Degree Candidate 1988 Columbia Pacific University BSEE

Military - Motor Controls, Sound and Vibration analysis,
Electrical and Electronics
<0

EXPERIENCE: Six years experience in operation, maintenance, and repair
electrical equipment in nuclear power plants, training and
supervising personnel to work on the same.

CIVILIAN
1986-Present - Engineering Supervisor Affiliate
Resources Corporation.

i 1984-1986 - Industronics, South Windsor, CT - Field i
Service Engineer Supervisor. Installation and ;
Operation of Waste to Energy Incinerators.

1633-1984 - Hartford Insurance Group, Simsbury, CT -
Electronical Operator for Data Center Power Plant.

MILITARY
1577-1983 - U.S. Navy - Electrician and Electrical
Operator on Ship Board systems iacluding Muclear Power
Systess.




RESUME

ROBERT K. CALVER:  PLANT SUPERVISOR - THE HARTFORD STEAM COMPANY, 6. FOX

CURRENT STATUS:

EDUCATION:

AFFILIATIONS:

PLANT

Mr. Calver is responsible for supervising and overseeing a
group of engineers in safety and preventative maintenance
of a large power plant which supplies heating, cooling and
electricity to a 960,000 SF complex. Also, to do compiete
budgeting and purchasing as well as training of plant
personnel.

1986-Pf;§ent - Plant Supervisor for G. Fox Power Plant
1974-1986 - Plant Engineer (G. Fox)

1969-1974 - Ass%stant Plant Engineer (G. Fox)
1959-1969 - Watch Engineer (G.Fox)

1955-]259 - U.S. Navy. Honorable Discharye, 2 class
Firemen L <

Mr. Calver is an active member of The State of Connecticut
Advisory Committee on regulations applicable to boilers
and pressure vessels since 1979,

Outside Interest--Licenced Antique Dealer




CHARLES SIMMONS:  MAINTENANCE SUPERVISOR -~ THE HARTFORD STEAM COHPANY

CURRENT STATUS:

EDUCAT ION:

EXPERIENCE :

AFFILIATIONS:

RESUME

Mr. Simmons is responsible for overseeing maintenance of
The Hartford Steam Company steam and chilled water
systems. Manages maintenance personnel and provides
operational support.

Rutgers University in New Jersey - 1954

Engineéring Courses at Hartford State Technical College
University of Hartford -~ 1952

High School - 1942

1983-Present - Maintenance Supervisor for The Hartford
Steam Company

1980-1383 - Shift Foreman
1979-1980 - plant Operator
1978-1979 - Gas Dispatcher

Mr. Simmons is an active member of the Hartford Industrial
Managers Club

Lt S .
L Ta Rt




B, C. CHRISTOPHER SECURITIES, CO.

Profiles of Public Finance Principals

John M. Holland
Executive Vice President, Manager

Mr. Holland, age 38, entered the investment banking business in 1976 after
receiving his B.A. and J.D. from the University of Missouri. Mr. Holland is a
member of the Missouri Bar, Kansas City Bar Association, and has been active
in the Section of Local Government Law of the American Bar Association. Mr.
Holland's experience includes a broad range of public finance activities with
a special emphasis in the development and implementation of non-traditional
financing methods. Mr. Holland has been involved in more than $2.5 billion in
public financings for issuers throughout the Midwest and Southwest. Mr.
Holland handled the financing for the City of Independence, Missouri, of its
Blue Valley Power Plant in eastern Jackson County. He was responsible for all
aspects of the financing, from financial feasibility to structuring and
marketing. Mr. Holland has also managed the structuring and completion of
many lease-purchase financings through not-for-profit issuers in the State of
Missouri. His experience in this area has included refinancing of several
lease-purchase transactions, inciuding one for St. Joseph's Hospital in Kansas
City, Missouri.

Rick Wormer
Executive Y¥ice President

Mr. Worner, age 33, eatered the investment Dankiag field im 1981 after
having served as Governmental Affairs Director of the Greater Kamsas (ity
Chamber of Commerce. Mr. Woramer, a graduate of Kamsas Usiwersity, Bas
‘continued his involvement i2 local chamber affairs snd served as Ohaflrman of
the State Affairs Coemittes of the (hamber Comerce. B, Mpener bas




@ L
been active in structuring municipal financings that employ third party
guarantees, as well as numerous traditional financings for states, counties,
and municipalities throughout the region. Horking with a regional utility
system issver and a national bond insurer, Mr. Worner developed the Country's
first “insured trigger reserve" financing. This financing became the mode}
for many similar financings throughout the Country. He recently completed a
$32,910,000 financing for the Kansas City, Kansas Board of Public Utilities.

Bradford J. Max
Senfor Vice President

Mr. Max, age 33, is a graduate of Kansas University and UMKC Law School.
Mr. Max had previously been associated with the cities of Bonner Springs,
Kansas, and Kansas City, Missouri. His writings in the field of Tax-Exempt
Finance have been extensively published and he has addressed numerous trade
groups on various aspects of Public Finance. He is a member of the Missburi
Bar and American Bar Association and is active in civic affairs. Among his
utitity clients 15 the Electric Utility System of Chiilicothe, Missouri, for
which he completed 3 $13,245,000 financing in 1985. Mr. Max has also been
active in structuring a variety of tax-exempt bond issues, including
refinancings of local debt and bond ssues by “on-behalf of* not-for-profit
corporations for specialized facilities and eguipment. In addition, Mr. Max
is responsible for computer operations and programming related to municipal
finance.




B. C. CHRISTOPHER SECURITIES, CO.

Profiles of Corporate Finance

&

Principals

Lee W. Peakes
Executive Vice President

Mr. Peakes joined B. C. Christopher in December of 1987. Mr. Peakes is
responsible for marketing Corporate Finance services and coordinating
negotiations between corporate clients and potential lenders. He is the
coordinator of institutional privately placed products. Prior to joining B.
C. Christopher, he spent nine years with George K. Baum & Company, a Kansas
City based investment banking firm. He holds B.S. and M.B.A. degrees from the
University of Kansas and serves on the board of directors of Citizens State
Bank, L.I.C.0., Inc., Emmons Farms Corporation and Grand American Hotel
Corporation.

Terry C. Matlack
Senfor Vice President, Manager

Mr. Matlack joined B. C. Christopher in December of 1987. Prior to
joining B. C. Christopher, he spent five and one-half years with George K.
Baum & Company, a Xansas City based investment banking firm. MNr. Matlack has
experience in virtually all phases of imvestment bamking, including management
leveraged buyouts, private placements, public offerings and general corporate
consultation. He is a Chartered Fimancial Amalyst and holds a2 B.S. degree
from Kansas State University and M.B.A. and J.D. degrees from the University
of Kansas. He is a member of the Kamsas (ity Soclety of Fismancial Amalysts,
the Kansas and American Bar Associaticas asd is licessed to practice law fo
the statle of Kasmsas.




' .

Michael D. Bruhn
Senior Vice President

Mr Bruhn joined B. C. Christopher in December of 1987. Prior to joining
B. C. Christopher, he spent three years with George K. Baum & Compény. a
Kansas City based investment banking firm. Mr. Bruhn has underwrifing
responsibilities in corporate finance, in which capacity he works closely with
corporate clients in determining their capital needs and structuring the
optimal financing. He also is primarily responsible for B. C. Christopher's
merger, acquisition and divestiture consultation services. Mr. Bruhn holds

B.J. and M.B.A. degrees from the University of Missourt.
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Kinetic Energy Deveiopment Corp. - INDEPENDENT POWER PRODUCERS

For More Information Contact:

Tab Schmidt

Kinetic Energy Develomment Corporation
(314)621-5656

PRESS RELEASE
FOR IMMEDIATE RELEASE:

KINETIC SELECTED AS TECHNICAL ADVISOR FOR
§T. CLAIR COUNTY, ILLINOIS

Kinetic Energy Development Corporation, a St. Louis-based independent
power producer was selected to provide review, planning and
recommendations in a long-term management plan for waste disposal in
conjunction with the application received by Waste Management, Inc. for
expansion of the Milam landfill. St. Clair County is adjacent to
downtown St. louis and comprises a part of the regional wasteshed for
Metropolitan St. Louis.

The County selected Kinetic for its expertise in environmental
engineering, project development and its background, database and
experience in the energy and waste disposal industries.

The work is being performed through a recently formed subsidiary,
Kinetic Envirommental Laboratories, Inc., noted Kinetic President Tab
Schmidt. Schmidt adds that the focus for Kinetic Envirommental Labs
will be tc bridge the gap between existing disposal systems and
state-of-the-art Trash-To-Energy Systems. “long-term envirommental
planning will create a solid basis for both landfill and Trash-To-Energy
Systems, © said Schmidt.

Kinetic is alsc providing assistance t@ & mwt initiated in August by
the Missourl Department of Matural Rescurces t by
Bi-State Develogment Agency of St. imns. Kinetic’s efforts will
include & full technical implementationm plan, costs, fimancing, &
tmsm&s& plan, as well as sie:s mm@@ for & E&m&mg m%& t
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Kinetic Energy Development Corp. -~  INDEPENDENT POWER PRODUCERS
PRESS RELEASE

For more information contact:

KINETIC ENERGY DEVELOPMENT OORPORATION
TAB SCHMIDT

314/621-5656

R_IMMEDIATE RELEASE:

TRASH TO ENERGY DEVELOPER
PURCHASE’S INDUSTRIAL SERVICES OF CENIRALIA

Tab Schmidt, President of St. Louis based Kinetic Energy
Development Corperation, today announced that Kinetic purchased
Industrial Services of Centralia, Illinois.

Industrial Services is an envirommental, waste management concerm,
serving industrial, commercial and residential customers in a multi-
county area of central Illinois.

schmidt said, “our core business is developing and owning
alternative energy projects, and the purchase of Industrial Services
provides for develogment of waste to energy projects in their service
area. This process provides two benefits, a safe and environmentally

sound alternative to landfilling weste, and a stable, low cost supply of

energy for the future”

plants will




Kinetlc Energy Development Corp. -  INDEPENDENT POWER PRODUCERS

Industrial “ervices will begin operations through Kinetic
Environmental Laboratories, Inc., and Centralia Environmental Services,
Inc., both Kinetic subsidiaries.

Schiuidt adds that the focus for Kinetic Envirownental'iabs will be
to bridge the gap between existing disposal systems and state-of-the-art
Trash-To-Energy Systems. "Long-term environmental plamning will create
a solid basis for both landfill and Trash-To-Energy Systeums,” said
Schmidt.

Kinetic is also providing assistance to a project initiated
in August by the Missouri Department of Natural Resources and
adninistered by Bi-State Development Agency of St. Louis. Kinetic’s
efforts will include a full technical inplementation plan, costs,
financing, a business plan, as well as site selection for a Municipal
Solid Waste and Sewage sludge co-disposal operation in the St. Louis
Metropolitan area.

Kinetic Energy Development Corporation owns and operates generation
facilities that produce energy from waste and alternative fuels for sale
to instituticnal, industrial, comeercial and residential users.
Headquartered in St. louis, Kinetic develops energy projects throughout
the Unitaed States.

§é¢
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REVITALIZATION OF ST. LOUIS AND
BALTIMORE DISTRICT HEATING SYSTEMS

W.T. Schmidt, PE. B. Mitchell

ABSTRACT

The history behind the St. Louis District Steam System stretches as far
back as 1904 when the power plant was constructed to provide electricity
for the St. Louis World's Fair. Later in the early 1900s, a local utility
began marketing a new product in St. Louis called electricity. 1In order to
gain acceptance by their customers to use electricity for lighting, they
developed a network of steam pipes in the downtown area to serve the
heating needs of their potential customers. In 1923 the 22-mile grid
system was interconnected to a power plant and the District Steam System

was formed as we know it today.

The original franchise for the Baltimore District Steam System was
issved in 1901. The start of this district steam system was heavily
focused toc provide an ammonia refrigeration loop for downtown Baltimore,
Ongoing in its development the franchise was transferred to a local utility
in 1929, The system as we know it was again transferred in 1975. In
February of 1985, an energy development company was selected by the local
gevernment, the state public service commission, and the local gas and
electric company to purchase, operate and manage the existing district
steam system serving the central business area of downtown Baltimcre.

Historicallyv, the operations in St. Louis and Baltimore were outside
of each utility's main business activity of providing reliable production
and distribution of low-cost electricity. This has le@ to a declining
trend of their wviability. The basic goal of the revitalization business
plan for each eity has been to provide reliable and gquality service at
stable steam prices over the long term. Thig is being accomplished through
2 detailed busimess plan that includes three fundamental actions:

1 Switching to selid fuel for steam production.
Z. Capltal investment which improves overall operating efficiency.

3. The additioa of mew cusiomers that will provide for 2 sharing
of fized costes over a larger cwstomesr base.

ANTRODICTION
The eaxperissse gained By the twe cities of Baltimese and 8. Lowis asd the
gevitalisation of their distvict Besting systems’ iz oomtainsd ia this

sfel 43 thelr pevigslissiien

epalyeis, Eo4d epstiess bheee
PEogtass o dete.




The addition of the waste-fired steam supply contract with a rolid waste
autherity's facility in Baltimore and the newly executed waste supply
contract with the City of §8t. Louis for the supply of waste to a
fraposed -trash-to-energy fnrcility appear to offer the same advantages of

ow cost energy to each district steam system. The increase of the
franchise area in Baltimore to four times the original area offers a
significant growth potential for that system. The presently installed
capacity in St. Louis is capable of serving three times the existing steam
load. Within the existing boundaries of the district steam system in St.
Louis there is a potential of a 300% increase in the volume of sales. In
addition to this is the potential of entering new markets such as steam for
air conditioning. These new markets can have a levelizing effect on the
load duration curve for this type of system. The arrangement of each
district steam system is characterized in the drawings found in the

appendix.

HISTORY

Both cities’' systems were built in the early 1900s. The power plant in St.
Louis was built in 1904 for the S5t. Louis World's Fair. A local utility
owned and operated this facility until the sale in December of 1984 to a
local governmental development agency and a private energy development
corporation. The government development agency owns the distribution
network with the private energy development corporation holding a long-term
lease to the distribution system. The private energy development
corporation manages, operates, and maintains the entire plant and
distribution system. During this power station's life, several updates
have been made to its original 57-boiler steam facility in the early 1900s
resulting in the five large steam boilers that were added in the 1940s.
These boilers were originally designed to burn pulverized coal; two were
installed in 1940 and the other three installed in 1947. In the early
1970s these boilers were converted to burn #6 fuel oil due to environmental
laws passed in the late 1960s which would have required costly air
pollution control eguipment to be installed. Each of these boilers are
presently capable of supplying 300,000 pounds per hour at 250 psi and 525
F; (2.38 E9 kg/s at 1.72 E3 kPa (gage) and 274 C); (Conference of Mayors,

19686; HDR, 1983}.

During the late 1960s, the number of customers peaked at about 500.
During the mid to late 19708 the inflation of oil prices caused the price
of steam to increase drastically resulting in reduced steam sales and loss
of customers. The historical tremnds for both steam sales and steam prices
on the district system are illustrated on the graphs in the Appendix. The
system became less and less profitable, reaching a low of 25¢ customers.
The utility operasted this system at losses four of the five years between
1978 to 1983, thus resulting in an offer im 1983 to sell the system., In
September 1982 the ¥.S. Department of Housing and Urbam Development
sponsored a techaical assistence teasm to assist St. Louwis im assessing
cwnership eptions for the District Steasm System. Based on the findings of
this team, the City of St. Louwis hired 2 comsultimg enginerering firm to
evaluate ihe steam plant aed downtown district steam system as an integral
part of » rescurce recovery developeent. This repert cescleded, “The plant
was physically capable and ecomomicelly fessidle of surplying supplesental
stean Yo aset the peak loads of the downlows district steam sysies whes
used im coslvsciien with a2 smew rescuroe recevery facility capable of

beraing an average #00 ress per dap.”

Siace 1M1, gealiny stesn service Ddas bess pravided g0 1he oeatral
bosinees district of dowstiowe Baltiseve. The ®eat rFeoest ewery sade 2
detinisa te divest ldawselves fvem srice bealin ; $1 :
thely 2as and elecizic baninees * ﬁéy % of mi@ %m%
Wk gtnarated By Lhedr ieaw @ alen B B




profitable during the last six years that those owners operated it, this
allowed them to concentrate their time and efforts on the electric and gas
businesa. During the time those owners attempted to divest itself of the
steam =system, a steam moratorium was put in place and smaller customers
thnt cauld convert to an alternate fuel were encouraged to do a%

A steam utility company was formed in February of 1985 as a -ubsidiary
of an energy development company. After the close on the sale of the steam
system, a one~year transition was completed with the assistance and support
of the Mayor's office, the gas and electric utility, the regional solid
waste authority. and the turnkey contractor of the newly  constructed

trash- to-energy:facility in Baltimore.

sat?

The Baltimore.nistrict Steam Syatem 1s a thermal energy network that
distributes steam' through insulated ‘pipes to over 500 commercial,
institutional, and government facilities in Baltimore. The system has been
served from two oil-and gas-fired production plants, With the availability
and integration of waste-fired steam from a solid waste authority's
resource recovery plant, the district steam system now purchases over 70%
of the required steam from this new and modern trash-~-to-energy facility. A
20 " year 'contract for the purchase of steam from this trash-to-energy
facility was signed on September 7, 1984. The interconnection between the
district steam system and the trash-to-energy facility was completed in
January of /1986, nine months after the sale of the district steam gystem in

Baltzmore.r uvi“f‘. ]
’ The * historical trend in sales volume and steam prices for the
Baltimore & St. Louis systems are illustrated on the graphs found in the

Appendix; - i

REVITALIZATION BUSINESS PLAN
The basic business plan goal is to provide reliable and quality service at

stable steam prices over the long term. District steam provides both
short-and long-term benefits. Elimination of installed heating equipment
results in substantial first cost savings. This technology provides fuel
switching to allow economic dispatch and the integration of alternate fuels
such as waste-fired steam. Operational expenditures by the building owner
for man power, space, insurance, property taxes, debt service, and
maintenance are reduced. Architects and engineers normally oversize a
facility's heating requirements to insure the tenants' future needs. This
results in the unnecessary expenditures of energy. District steam systems
provide only the thermal energy that is required. Energy conservation is
immediate and the pay back in energy cost savings are evident, especially
when the unit cost of the thermal energy is lower at the outset.

The buesiness plan for revitalization of both district steam systems

includes three fundamental ingredients:
< A SRizehing to sclid fuel for steam production.
% 2. Capital investment which improves coverall operating efficiency.

3. ' The addition of new customers thet will provide for & sharing of fixed cost over
o L) sne:gr customer base.

1

- A Coase etu&g of both programs has identified commeon isgredients. Both
syatenas sve {acerperatimg trash-te-saergy as the solid fuel to i
tere stable stesm prices to the sarket. JI2 Baltisere thisz iaci

the dilding of an jomerceneectiss the s0iid waste mmstggn
tmam facilicy m m ﬁmﬂm stean syaten, This 12-inch (203
m&3g\.r, lise ia pandling 3&&,%%& poends per hour of stess 2%
?@agwms¥@ﬁﬁw&ﬁ &@ﬁk@%ﬁw and 388 €. The

' S % WhE sately $1.2 siilion.

tal coat for this & =0 :
® af Jow-goss ﬁt!« ﬂlﬂ%ﬁm‘ wprrgy facilisy bas
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resulted in reduced energy costs to {ts customers. The fuel rate
adivstment part of a customers bill, which {s a direct furl cost pass
through, has been reducerd 26%, This reduclion translates into &n annual
cost saving of over $2.600.000 to the users of the district steam system.

The St. Louis business plan includes implementation of itz own
trash-to~energy f.cility by its new owner. The City of St. Louis has
approved a 20-year agreement to supply an average of 600 tons per day (544
tonnes per day) to the facility which can generate steam at approximately
140,000 pounds per hour at 250 psig and 525 F (1.11 E9 kg/s at 1.72 E3 kPa
{gage) and 274 C). Over $4 million has been invested towards engineering
design and development of this facility as well as the acquisition of the
site, The total cost for the project, dincluding financing, is
approximately $70 million. Construction is currently scheduled to break
ground in 1987. The design for this trash-to-energy facility provides for
a total of 1200 tons per day to be processed at this facility with future

expansion.

Additionally, the St. Louis business plan intends to incorporate coal
firing at the existing power plant ¢to provide back-up and peaking
requirements in addition to the trash-to-energy facility. The conversion
of one boiler at the power station facility could provide 240,000 lbs per
hour (1,90 E9 kg/s at 1.72 E3 kPa (gage) and 274 C) of steam capacity at
250 psig and 500 F (1.11 E9 Kg/s at 1.72 E3kPa {(gage) and 274 C). The
capital required to convert one of these boilers at Ashley is approximately

$4 million.

Both systems have specific investments designed to increase the
overall operating efficiency and the gquality of service to customers. The
Baltimore and St. Louis systems have both made substantial investments to
recondition expansion joints and steam traps found on the distribution
systems, Specifically, Baltimore is currently investing approximately
$400,0600 to upgrade a siz-block area of its district steam system to
eccommodate high-pressure steam. The St. Louis steam system has made minor
changes in the water treatment program to provide a better quality of steam

to its customers.

Both systems have implemented an aggressive, comprehensive marketing
program tc 2dd new customers that will provide for a sharing of fixed costs
over a larger customer base. This program includes marketing brochures and
public relations programs to educate the community on the benefits of
energy from a central steam system. Customer service programs for the
existing customer base include energy manager audits for the customers as
well as maintenance services available for customer-owned eguipment.
Competitive and innovative tariff's for the customers are a very important
ingredient to the revitalization program. Tariff’s designed to focus on a
specific market such as air conditioning and refrigeratiom will create a
whole new profile of operation for a district steam system to change {ro= a
seasonal operation to a year round energy supplier. Addicionally. both
programs focug on @ role of the district steam system 0o be an onergy
manager for the co nity, and provide tura key wtility services which can
range from providiag heatl exzchaagers for hot watler aseds of a custemer o
providing the eantire cemtreliszed BVAC systes for the sestesmsr.

The Beltimcze systes has ected 2 sew Bigh-rise office building of
approximately 333,020 sguare feet and 2 sewly reacvated heotel for downlows
Baltinoge. Toe Baltimere spstes &is& 2ag oo nte for two prejecis
curremily ander deaige which wesld : LrgEme oeFater is &0
office, and & shogpdine mi] 2 the syates, in & : efecis,
aver 1,008,008 mlis (4.%4¢ B8 &) of sica® Bas §
oRRlonersE e 1he Baltimore district siess Sestion.
the disiriet 2town aydiem MG ; ; $
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publiec housing facility, end two local hospitals as potential customers to
the aystem.

"  Since December 1984, the St. Louls system has already connected a
brand aew 900 room convention hotel; a multi-use retail office complex; a
665,000 sg. ft.(61,799 8q m), 34 story office building; a 165,000 sq. ft.
" {18,329 sg m), office building; a 600,000 sq. ft. (55,740 sq m), 13 story
residentxal complex; and a 1,250,000, sq. €t (116,125 sq m),, 42 story

‘office complex for the local phone utility. An additional group of
potential’' customers has also been identified. The majority of these
‘customers were previously on the district steam system and are currently
 serving their 'needs with gas fired boilers. In researching the outlying
. area of the district steam system in St. Louis, two major expansions have
been 1dentified. A feasibility analysis by a consulting engineering firm
has identified  an approximate 250,000 Mlb (1.14 EB kg) increase to the
'district steam system by 1nterconnect1ng the housing authority facilities
at the periphery of the district steam system. The cost of extending lines
for the housing authority facilities is approximately $5,300,000. This
; expansion would interconnect five independent facilities of the housing
authority. In order to obtain a foothold on a hospital complex adjacent to
the district steam system in St. Louis, the central boiler plant for this
hospital complex was acquired in July of 1986 by the energy development
.corporation. As part of the plans for interconnection of the housing
..authority, a steam line extension would be directed to include the hospital

complex at a later date, . .

1
An in-house feasibility analysis by the energy development corporation

.in St, Louis has identified in excess of 800,000 Mlbs of steam potential
.along an industrial corridor to the north side of the district steam
, system. This extension would require approximately three-miles of pipelire
with .interconnection branches for those industrial customers. The
.estimated capital cost is approximately $5 million for this north
"industrial corridor. Potential for additional expansion to the east, west,
.and south exist, .but have not yet been fully quantified.

The air-conditioning market in St. Louis is estimated to offer a 300%
increase in the current level of sales im St. Louis., This market would be
.served with the use of absorption chillers by new potential customers and
,district chxlled water distribution systems where applicable.

LESSONS LEARNED
Defined communication. and educational programs are necessary ingredients

.for the Jevelopment of the revitalization program due to the diverse
backgrounds of the project participants. The diverse perspectives of the
technical engineering community, £financial comsunity, wutility industry,
energy customers, and government iavolve an intense effort of communication
and education for elch group to naéerstunﬁ the benefits of central steam to

.the commenity.

. The revitalizatien e€ 8 district steam system is a2 very complicated

Aand multifaceted redevelopmeat. FReeping the program as sisple a possible
and approaching the development in & step-by-step manmer can assist in a
more straighiferward implementaticon of the preject. For lastasce, chenging

- the form of regulatien d» 5. lesis free Peblic Service Comsission
regulation to comtrect regulation, 23 well ass the i{spleventation of
JLrash-to-energy preoject, 828 the soguisitiesirsesitiea of the central

. tean gyutes all 2t esce Wim £ mg mim program Tackling

t&ea@ sreogranss oo 2 8 tisme faew siiy for ®»

e #v¢ (192 areeas of sigaifie 2 the sesitalissties of 2 disirist

siPan systen:




Physical condition of the power plant and district steam system.

i.
2, A ceritical level of sales to support fixed costs of the district
steam system.
3. The form of regulation to allow glexibility in obtaining tariffs
to wmeet the customers needs.
4. A local commitment to the revitalization of the district steam
sysiem,
&, Capital investment.
CONCLUSIONS ‘.
The following conclusions can be drawn from reviewing the data obtained in

the case study of the Baltimore and St. Louis district steam systems.

Central steam systems have inherent qualities to provide long-term

stability for energy users.
Solid fuels--trash and coal--are readily compatible to central

2.
steam systems and are typically not available to the potential
customers of a downtown district steam system.

3. Central steam systems can grow to serve a large customer base when
the ability to provide service at stable prices is part of the
revitalization program.

4. A community revitalization program and a central steam system
revitalization program follow hand and hand. Each program can
help the other.
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Kinetic's aim is to provide reliable steam service at a campetitive price.
We feel that the system is a viable entity which can be operated for the

long-term good of the present customers of the steam system.

We do not see great expansion potential for steam in the Kansas City area due
to the large capital costs associated with running new steam lines and the
fact that there are other forms of econamical energy which we will be

campeting with. Our focus is reliable, long-term steam service to custamers

in downtown Kansas City.

Our goal is to operate the steam system at its present sales level. We hope
to reduce costs to increase operational and boiler efficiencies and hold
prices for existing custamers at a stable rate for future years.
Additionally, we will pursue the use of multiple supplies of solid and fossil
fuels to provide choice and flexibility for changing economic conditions. We
want to make sure that the option of steam hest is preserved for downtown
Kansas City husinesses since many customers do not have the capital or room

to instali oilers in




and maintenance personnel. This business plan will focus particular efforts

toward customer services and energy management.




SR -

Kinetic plans to serve the existing customers by holding rates steady in year
1 at $11.50 per mlb. In years 2 and beyond, the rates will fluctuate with
our production costs in much the same manner that your rates now fluctuate.
We intend to implement a stable rate program for service to downtown
custamers similar to the program the principals of Kinetic implemented in St.
Louis, Missouri. This program was accepted by the Missouri Public Service
Comnission and has received support from the City and other governmental
agencies, as well as the downtown steam custamers. Further, this program has
a successful track record for revitalization of the downtown steam system.
Through a reduction in overhead costs and a concerted effort to increase
cperational and boiler efficiencies, it is Kinetic'’s intent to implement a
slight rate reduction in the first few years with a formula for future
escalation based upon indices related to cur cost of service. We foresee the

following rate structure:

Asss  Je89 1990 2891 1992 1393

$ALB  $11.50 $11.25 $11.00 (th £® future increases bssed

Qur intent is to offer the lowest rates possible while still insuring the
ritive fuels will set




) . .

Kinetic is proposing two options to KCP&L. Under option 1, Kinetic will
purchase the Grand Avenue facility outright. It will then be retrofitted to
install steam generating capacity which is better suited for the downtown
system’s needs. This will increase the seasonal boiler efficiency and result

in samewhat lower steam rates.

Under option 2, Kinetic will purchase just the steam distribution system fram
KCP&L. Kinetic will then begin construction of a new steam generating
facility which will be sized to meet the system’s steam demands as well as
insure adéquate backup. Kinetic will then lease the Grand Avenue Station
fram KCP&L for the purpose of producing steam for the downtown system. This
lease will be effective until the new facility is operational and will not be
more than three years from the date of the system purchase. At the end of
the lease, KCP&IL. will retain ownership of the Grand Avenue Station and will
be able to utilize it as a electrical generating facility, donate it te the
Friends of the Aguarium or use it in any other way KCP&L sees fit. KCPEL
ghall warrant not to compete with Kinetic by wtilization of the Grand Avemue
Plant for steam service to the downtown distriltion system.

KCPSL has the right to chose which ever optice it feels is most beseficial to
itself as well as the citizens of Ramses City.
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production facility to be implemented under option 2. The information,
documentation, drawings and illustrations related to this facility are
proprietary. However, the information will be provided subsequent to an
executed Sale/Purchase Agreement between KCP&L and KEDC and this information

will be made part of conditions precedent to closing.




Kinetic Energy Development Corp.

CORPORATE GUARANIEE

Sun  $100,000.00 THE SUNI OO OO DS GO C13

One Hundred Thousand Dollars

Effective Date: March 25, 1988

Kinetic Energy Development Corporation, a Missouri Corporation, 712 N.
Second, Suite 210, St. Louis, Missouri does hereby unconditionally guarantee
the performance as a bidder of all terms, conditions, corrections, and
addenda provided in the Request for Proposal, dated January 25, }988; and the
Proposal submitted by the Corporation dated March 25, 1988, hereinafter
called "Bid Documents". Kinetic Enerqy Development Corporation promises to
pay the penal sum to Kansas City Power and Light unless the Corporation
performs all terms and conditions in accordance with the Bid Documents.

This surety expires at the earlier of: the execution of a Sale/Purchase
Agreement, the rejection of Kinetic’s proposal, or December 31, 1988.

In Witness whereof, the Corporation has executed this surety and has affixed
their seal on the date set forth above.

The persons who signatures appear below certify that they are authorized to
execute this surety on behalf of the Corporation.

Corporate Seal KINETIC ENERGY DEVELOPMENT CORPORATION
712 N. Second Street, Suite 210
St. Louis, Missourl 63102,

Signature:
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Kinet!c Energy Development Corp.

Rinetic Eneryy Development Corporation
Consoclidated Position

Abbreviated Financial Statement
of Net Worth
as of
February 29, 1988

Assets Lisbilities
Current Assets $ 578,447 Current Liabilities $ 103,488
Fixed Assets 2,954,803 Long Term Debt 3,651,012
Total Assets $8,533,250 Total Liabilities $3,754,500

Net Worth $4,778,750
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PROPOSAL
FOR THE PURCHASE OF KCPL'S DOWNTOWN
KANSAS CITY, MISSOURI CENTRAL STATION
STEAM DISTRIBUTION BUSINESS
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PROPOSAL

FOR THE PURCHASE OF KCPL'S DOWNTOWN KANSAS CITY, MISSOURI

CENTRAL STATION STEAM DISTRIBUTION BUSINESS

Name cf Purchaser: Catalyst Thermal Energy
Corporation
Address: 29 East Front Street

Youngstown, Chio 44503-1404

Date of Bid: Friday, March 25, 1988

We hereby submit the following Proposal for the purchase
of KCPL's downtown Kansas City, Missouri, central station steanm
distribution business in accordance with the terms and

conditions of the Request for Proposals dated January 25, 1988:

1. Purchase price:

t z, 782000 =

{in figures!}
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2. Qualifications of Purchaser to operate the Business:

CATALYST THERMAL ENERGY CORPORATION

Catalyst Thermal Energy Corporation is highly
gualified to own and operate the district energy system in
Kansas City by virtue of the long standing dedication of its
fcunders and all of its employees to this industry and its
proven success record of the past €ight years.

Catalyst Thermal Energy Corporation (CTEC), a
subsidiary of Catalyst Energy Corporation (CEC), entered the
district energy industry by establishing Thermal Resources of
America Inc. in 1980. CTEC is dedicated to the revitalizaticn
cf the district heating industry in America. Founded by
management with over 45 vyears of combined experience in the
district thermal energy business, CTEC has been recognized
nationally as‘ the leader in owning and operating district
energy facilities. Over the past seven years, CTEC has taken
crphaned district energy systems of large gas and electric
utilities and has made them econcomically viable. ¥While doing
50, Therwmal has also reduced or stabilized the cost of thermal
energy to its end users.
nce dastrict energy i3 Catalyst Thermal's only

business, 1t is fully committed to sound energy managesent and

the implementaticn of the latest techaology and t¢he concepts

wt of thiz netion‘s st efficient

that continue the develo

21 business

and economically viable smergy souice for




-

ﬁistricg CTEC has assembled strategic teams composed of
enginecers, operations managers, financial consultants,
accountants, and legal counsel from across the country. These
teams have worked closely together in the past, forming
specialized groups to assure the smooth transfer and
intearatien of the systems CTEC has acquired.

Catalyst Thermal Energy Corporation is recognized as
the leader in district energy development in the U.S. It has
acquired and revitalized the steam systems in Youngstown, St.
Louis, Baltimore, Cleveland, Philadelphia and Boston. In each

of these systems Catalyst has been able to stabilize or recuce

steam costs to 1ts customers. It is able to accomplish this

through:

* Fuel Diversification - CTEC owned systems use oil,
gas, coal, and refuse-derived fuel, but the primary

goal is the use of solid fuel whenever possible.

= Improve System Efficiency - CTEC has implemented
the latest technclogies in the production and

distribution ¢f steam.

& Increase the Customer Base -~ A sStrong marketing
effort increases unit voluse, thereby distributin
the fixed costs over a wider Dbase, thus reducing

the overall oosu  that the individual customsr

pays.




. Provide Customers with Energy Manager‘c Tools -

Through energy audits and the provision of
conservation information, CTEC aids its customers
i1, further controelling their costs, enabling them

to achieve the greatest value from their energy

dollar.

In addition to our technical and managerial
capability, public/private cocperation and community
involvement have been in the forefront of all of CTEC's
acquisitions. Time after time, CTEC has proven its diplomatic
skills and soliad public relations efforts with local
government, regulatory commissions, customers, the media, and
the community-at-large. In St. Louis, CTEC is working with
the Bi-State Development Agency in developing a
waste-to-energy plant that will provide steam to the systen
cperated in that city. In Baltimore, CTEC was awarded a State
and Federal DOE Award for Energy Innovation for its project to
connect to the Waste-to-Energy plant in that city. That
project resulited in improved revenue for the waste-to-energy
plant and lcower energy costs to the system’'s customers.
CTEC representatives have regularly participated cn  the

Mayor's Energy Council for Baltimore.

@




CATALYST ENERGY CORPORATION

Catalyst Energy Corporation (CEC), the majority
stockholder of CTEC, is a leading participant in the
alternative energy industry, and is a publicly-owned company
with a national <yeputation. Headgquartered in New York City,
CEC was founded in 1982 to develop, own, and operate
alternative energy projects throughout the United States. CEC
currently has twenty operating facilities in fourteen states

coast-to-coast.

3. Purchaser's approach to providing steam service in

downtown Kansas City, Missouri:

Catalyst will follow the basic business plan that was
outlined in the Qualification section in its integration and
development of the Kansas City district energy system. This
is the same plan that has been implemented on six previous
successful occasions. The Kansas City district energy
system will be established as a local company and will be
managed and operated by people who will be residents of the

Kansas City regicon. WwWhile the ¢y will be a subsidiary

of Catalyst Thermal Energy Corporation and will e guided by
CTEC in all aspects of its operstion, it will be very much a
 will be tramsferred in

ity and aid io

Ransas City company

from orher of our locetions o
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M the tran!!er of the successful CTEC “culture" a!d methods,

but it is vecognized that to be successful it must be a

home-town company.

Business Plan Discussion:

a)

k)

Fuel Diversification - This subject is discussed

fully in the section regarding the Grant Sezeer Avenue
Station. The system has the basic capability to

burn coal at the present time, but because of

the lack of an aggressive marketing program in

recent years the system volume has fallen to a

level below the economic capacity of the

coal-fired equipment. This situation can be
corrected. A full discussion of the corrective

action required follows in later sections of

this proposcal.

Improve System Efficiency - a multi-stage
program will be regquired to improve system
efficiency. Increasing year round velume
through an imaginative marketing program
{discussed in 3 {c)) will provide significant
gains in efficiency both in plant operazion and
in the efficient use of the distribution

system. System losses, for exawple, are usually
esgentially constant per mile of distribution
zain. More sieam volure, obviocuwsly, would

reduce the loss &3 & pursent of ihe tonal.




Other system efficiency improvements’ill be

achieved as a part of a comprehensive system

improvement program.

c) Increase the Customer Base - It is in the best
interest of all customers to increase the
overall system volume because a primary porticn
cf the cost of service is the need to pay for
the fixed costs of the system. The Kansas City
district energy company will fcllow the
marketing philosophies and practices that are
proving so successful in other Catalyst Thermal

Energy Company markets.

The program is based on the basic tenet of
selling - Provide value to your customer by
.providing a quality product that meets his

specific needs.

The company will approach the market on a positive

basis. Since a district energy system is the most efficient
method ©f producing and distributing thermal energy, it holds
that there are many in the service territory who could benefit
Irom the service if fully informed. To that end, KCTEC will
hold information meetings., will =ount an aggressive system
visitation program and will inform the local mublic of the

®,
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existen’am value of the Kansas City district e.gy system
through an advertising program in appropriate local media

vehicles.

d) Provide Customer with Energy Management Tools -
Customer deserves full value from a product or
service, and our approach is to continually
inform and educate users about the benefits and
efficient use of energy. Our founders'
interest in and dedication to this industry
began in a period of scarce, high cost energy.
Knowing that those conditions will return, we
provide written material and technical help to
customers to ensure their increasing

satisfaction.

4. Steam rates and the conditions of steam service to be

provided by Purchaser:

As noted earlier, the subject of rates is complex,
and is also an integral part of CTEC's marketing program. It
is our intent to provide energy to the customers at prices that
are cempetitive with alternative forms of energy. Current
gconomic models anticipate no  increase in cost te the
CUStCmers. In fact, CTEC's primeary gosl in taking over a new

r ¢osts in

systen has always besn the stabilizastion of cust

ey overall esergy

The short range and the reduecticn of et

Lo81s in the ]




5. Disposition of Grand Avenuc Station:

The Grand Avenue station is an integral asset of
the system and is required to accomplish CTEC's business plan.
As cutlined earlier, a primary strategy is the stabilizaticn
and reducticn cf energy costs to the customer by the use of
solid fuel. Catalyst Thermal plans to invest up to $350,000 in
rehabilitating and updating the equipment associated with coal
burning. In addition, because of the design of characteristics
of this plant, the full and efficient utilization of the heat
cycle requires the use of excess steam energy (pressure and
temperature) that is generated. Therefore, as outlined in the
excepﬁions in Section 6, Catalyst desires to enter into a
mutually beneficial agreement with KCPL that would benefit the
customers of the district energy system and CKPL's electrical
customers by .allowing the use of this excess energy by
generating electricity that would be sold exclusively to KCPL.
Assuming such an agreement, Catalyst plans to invest an
additional $2,550,000 in the equipment necessary to accomplish

the desired end result.
SUMMARY OF ADDITICHMAL INVESTMENT

in addition to the purchase price, Catalyst Thermal
expects to invest $3,4%5.000 in the facilities and eguipment to
achizve the business plan and becefits g0 the Cusiomers

outliined here.
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6. We hereby incorporate by reference all of the terms and
cenditions of the RFP into this Proposal, except for the
fcllowing specific items to which exception is taken and tre
rcasons therefore given. Also listed are any additional terms,
and the reasons therefore, upen which this Proposal is

cendlticned:

A. 1) (Reference paragrarh 5A. Business Covenants)
In order to gain full utilization of the heat
cycle that exists in the Grand Avenue plant and
thereby reduce energy costs to both the steam
customer and KCPL's electric customers, Catalyst
proposes to enter into an agreement that would
allow KCTEC to invest in equipment and generate

electricity which would be sold exciusively to

.KCPL.

2} With regard to "...the absolute right to rescind
the sale...upon repayment of the purchase

price..."

Catalyst: 1) suggests that with an
exclusive agreement to buy and sell
electrical power this clsuse is

unhecessary.

2} reguires 3 revisies o

-1




i - CTEC for reasonable Qpenses and

costs incurred prior to the finding

of invalidity or unenforceability.

B. The following items, included in the Request for

proposal, are repeated herc for emphasis:

1) The receipt of all federal, state and local
regulatory approvals necessary to operate the

business as outlined in this proposal.

' 2) The issuance of a franchise for the laying and
maintaining the steam pipes in the City of Kansas

City.

3) The assignment from KCPL to CTEC of the Natioral

r Starch steam service agreement.

4) Procurement of all environmental permits regquired

to coperate the system as described herein.

2} The extinguishment of 2ll liens on the Systenm,

€) The execution of mutually satisfactory purchase

documentation, which shall contain all the

agreesents berwesn OTEC




. ' . 7) CTEC's completion of its financial, Qal and

technical due diligence to its satisfaction.

8) Approval of the CTEC Board of Directors.

We understand and agree that this Proposal shall be
irrevecable feor a period of thirty (30) days from March
25, 1988, and that KCPL has the option of extending
this irrevocable reriod an additional thirty (30) days.
It is also agreed and understood that KCPL has no cbligatibn
to sell the Business unless (a) satisfactory sale
documents are entered into, (b) all necessary regulatory
censents are obtainhed, and (c) all conditions precedent are
satisfied. A cashier or certified check in the amount of

$100,000.00 as earnest money is enclosed.

——

We further understand that this Proposal is subject to ]

l disclosure to the Missouri Public Service Commission and its
r Staff, and in any Commission proceedings concerning the sale of
the Business in accordance with the practice and rules of the

Coemmission.

Attest:

RS on o = SEeCTETALY






