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~-~em.. . .. ~ssi~,. approval, 
aaC • ~:t:f'i_.." a! lbibll'tc ·. ·· 
conveaJ:Ga. and Hecesaity autho.-:izinq 
it to acquire, own, operate, control, 
aanage, and maintain a steaa heat 
distribution system to provide steam 
heat se.-vice, and for approval of 
its rates and rules and regulations 
applying to steam heat service 
(the "Application"). 

Case No. BA-90-5 

MEMORANDUM IN SUPPORT OF THE APPLICATION 
OF TRIGEH-KAHSAS CITY DISTRICT ENERGY CQRPORATION 

COMES NOW the applicant, Trigen-Kansas City District Energy 

Corporation, a Delaware corporation ("Trigen"), and submits this 

Memorandum which identifies certain issues pertinent to Triqen's 

Application. Resolution of these issues in a manner satisfactory 

to Triqen is a prerequisite to Triqen's acquisition and operation 

of the Kansas City steam distribution system (the "System"). 

The System is presently owned by Kansas City Power & Light 

Company ( "XCPL") • The System is operational and provides steam 

service to over one hundred (100) uaera within XCPL's present 

service area. The System has, however, been losinq both money and 

custoaers for several years .. 

approxi.ately 1 .. 3 Billion II pounds par year in 1973 to • 4 million 

M pounds in 1988. In 1986, the Public SerYice OcliRiasion (the 



Het:W'i!U.-amt.i .. ; 'G\11_.:1_. 1~-tri. •:rat:big,;ife S.Yt~iUif:t 

Tri(Jeft has agreed to purchase the Syatea from KcPL pursuant to the 

11_... Of the Cafttral Station Ste- Distribution Syetea S•les 

Agr .. ment, a copy of which has been submitted to the eo.mission. 

Triqen believes that its financial strength and management 

expertise in the steam industry, together with the Commission 

making the regulatory findings requested herein, will permit the 

System to remain viable and continue to service customers in the 

Kansas City metropolitan area. Without the regulatory findings 

requested herein, Triqen does not believe the System can be 

operated profitably and would be reluctant to pr<)ceed with its 

acquisition of the system from KCPL. 

The purposes of this Memorandum are to: 

(1) Provide a brief overview of applicable Missouri law 

governing permissible rates for utilities subject to the 

Commission's jurisdiction; 

(2) OUtline Triqen's proposed rate structure for the 

System and the supporting authority under Missouri law for 

such rates; 

(3) Request a finding by tbe Coamission that Triqen may 

enter into service contracts with customers located outside 

Trigen' s proposed service area vbich will not be subject to 

reviov or approval by the Cc 11 ission; 

(4) ~t a fiadinq by the ~loa tbat Tri981' may 

enter long-term ~ service ~ ot three (l) 



( 5) Discuss tb• basis upon wlUcb the eeli1lisaion llbou,\4 

wd"Ye its ata.Jta$ practic•. ·it denyi~ rate incnMaa .. _. tM· 

aaJUirinq CODtpallf:' in con~Uriction with the c011Soli4ation, 

merger or acquisition of control of a utility under the 

Commission's jurisdiction. 

I. Ja880QU LAW QODIJUM UTXLIU QUI 

Chapter 393 of the Missouri Revised Statutes (hereinafter "Mo. 

Rev. stat.") governs the regulation of gas, electric, water, 

heating and sewer corporations. Under present Missouri law, 

Trigen•s operation of the System will bring it within the 

definition of a "heating company" contained in Mo. Rev. Stat. 

s 386.020(17). Thus, the provisions of Chapter 393 governing 

permissible rates will be applicable to Triqen's operation of the 

System. All charges made or demanded by a heating coapany for any 

service provided by the heating company to its customer must be 

"just and reasonable and not more than allowed by law or by order 

or decision of the coamisaion.• Mo. Rev. stat. S 393.130(1). All 

•unjust or unreaaonable charges" for heatinq services or cbarc)es 

in excess of those allowed by law or by order or decision of the 

commission are expressly prohibited. l.SL,. Purther,. rates cbarqed 

by a heating ~y for services provided to its cwrt.oau:s may not 

be unduly or unreaaonably preferential or prejudicial. Jlo. aev. 

sta~. S 393- and (l). 

'Die ca~UM~l.c~ baa autbority to fix a aaiaa rate utility 

avvices 

) " 
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..-•• \tt..tl~art'!a terri,#ctry. *· Rev. stat. s !:t3.2?~(3). 
~t\'>: 

_..laHQ\\ aJ.. ~, au.thoii"J to ._'ire acb .. beattDCJ compamy 

a~j4et. to ita j111."11Mliction to fila witb tbe COI!Biisaion ami to 

print and k .. p open tor public inspection scbedulas abowi!ICJ al'l 

rates and charges to customers. Mo. Rev. Stat. S 393.140(11). The 

Missouri Supreme Court has stated that the principle underlying 

these statutory provisions is that the rates charqed by a utility 

to its customers should be "definite and published in order to 

insure stability and notice of rates to consumers and in order that 

consumers understand their rates and thus have the knowledge 

necessary to determine if complaint is warranted •••• " State ex 

~utility Consumers council of Missouri. Inc •• et al. y. pyblic 

Service Commission of Missouri. et al., 585 S.W.2d 41, 49 (Mo. 

1979), (This case is hereinafter referred to as the "UCCM" case). 

Mo. Rev. Stat. S 3 93 • 13 o ( 4) permits an exception to the 

requirement that there be a •maximum rate• for utility service to 

custOJRers which is both •definite and published." Mo. Rev. stat. 

S 393.130(4) reads as follows: 

NothincJ in this section shall be taken to probibi t a gas 
corporation, electric corporation, water corporation or 
sewer corporation from eatablisbincJ a sliding scale for 
a fixed period for the aut01tatic adjustaant of char9e& 
for pa, electricity, water, ~ or any service 
rendered or to be rendered and the dividcmds to be paid 
stockbolders of stlCb qas corporation, electric 
corporation, water corporation or sewer 
corporation.. .. .. .. 

" s 
stat.. s .. 
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·· ll~ *"; ata'tut:GI'y de:fiznit±on .. , a irwticU.tMJ scale""•~i;t 

UDder applicable Hisso~i law, the Missouri Supr- court weJit to 

great lenqths to define such term in the~· case. In particular, 

the Supreme Court cited with approval the case of Bertha A. Jlini.ng 

Cp. y. Jmpire District Electric Co., 235 s.w. 508 (Mo. App. 1921), 

which defined a sliding scale as "tying automatic adjustment of 

charges to dividends to be paid stockholders." ~at 54. The 

Court of Appeals in the Btrtha Mining case cites with approval 

language from Ponds on Public Utilities, S 463 defining a sliding 

scale as one "whereby the income which the municipal public utility 

is permitted to earn is increased as the rate charged for the 

service rendered is decreased." Bertha Mining at 510. The Court 

of Appeals in the Bertha Mining case and the Supreme Court in the 

~ case both quoted with approval the following language from In 

~ Boston Consolidattd Gas coapanv. Massacbusetts Board of Gas and 

Electric Light Commissions, 1919A P.U.R. 699: 

The essential characteristic of this method of regulating 
the price of gas is by a prearranged automatic and 
interdependent adjustment of the price to consumers and 
the rate of dividends to stockholders, whereby for every 
decrease or increase in the price the stockholders are 
peraitted an increase or suffer a decrease in the rate 
of dividend. 

yg;a at 55. The basic premise underlying a sliding scale is that 

the incoae which a utility earns is pendtted to increase aa the 

rate cbarged for the service rendered to ~ is decreased. 

Por e:xaaple, a tariff which pen~ita the atility to earft additional 

definitica 



fuel· a41ut.Utt, ~liiu.._ anCJ, 

w!W.dt ~*"' n.t1,. aa ~ .. · ••i~ oc*i. itea v • .-, 

pricea will be allO.ect to vary in direct pJ:oportion. In a cit.._ 

t.itlecllobl cpnt;inent.al y. ·Burton, 334 s.w.2d 75 (Mo. 19GO), the 

Missouri Supreme Court authorized ICCPL to include in its rate 

schedule a tax adjustment clause which permitted KCPL to state 

separately on each customer's bill a charge equal to any part of 

a license, occupation, or similar fee or tax applicable to service 

by a utility to that customer and imposed by local taxinq 

authorities on the basis of gross receipts. Subsequently, in the 

~ case, the Missouri Supreme Court limited the use of fuel 

adjustment clauses ("FAC's") in Missouri when it held that the 

Commission lacks statutory authority to approve the use of such 

clauses in the case of utility services provided to residentiAl 

customers. ~at Sl.-58. The Court expressly noted that although 

FAC's had· traditionally been permitted as a part of industrial and 

commercial rate schedules, that issue was not before the Court in 

the subject case. m:at at 44. 

Trigen proposes to establish througb its tariff a maximum rate 

for steam service to custcraera located within ita proposed service 

area.. This .ax.iawl rate is ~on two (2) as~tions. First, 

that the fuel Rix utiliEed by 'l'rigen to paerate staam will be 70t 

coal aftd lot natural gas aDd oil. Seocftd, t:Ut 'l'rigen's pcojected 

ba $1 .. 



r..-1"1tleu ot tluctotiona in variable operatinq 

'- tiM ~t 'l'lf:l.pn aobievea fuel coat savings eitl'ier ~ow)tl 

in<mM•inv ita ratio of coal to natural qas and oil Used as ·· 

Trigen 1 11 fuel source or through achieving cost savinqs in buying · 

fuel, thereby reducing Triqen •s average fuel cost below $1.. 85/..Stu 

(LHV), customers located within Trigen•s proposed service area will 

receive a refund which will be credited against future bills~ 

Under Trigen•s rate proposal, 70% to 80% of the fuel cost savings 

achieved will be passed on to customers and 20% to JOt of such 

savings will be retained by Trigen, thus giving Triqen incentive 

to minimize its fuel costs and utilize the most economical sources 

of fuel. 

More particularly, under Trigen•s tariff, custo .. rs will be 

assessed a fixed monthly charge (the "Base Charge") which will be 

based on each customer • s annual average steam consumption for 

calendar years 1986, 1987 and 1988 (or estimates where necessary) 

and a fuel rate of $3.89 per one thousand pounds of steam consuaed. 

On September 1 of each year, Trigen will forecast the Jlix of coal, 

gas and oil it anticipates utilizing to generate steam in the 

ensuing twelve {12) month period and will adjust tbe Base Charge 

accordingly. Thereafter, each month Trigen will ~· its 

weighted average cost of fuel with tbe projected cost, and, in tbe 

following will credit each ~'s bill iD an aaount 

fuel cost savi:ngs per xTTG ~mltiplied a factor 

to 701 to tM fuel cost sav!Mp to 



, • .a~~t·:~ allte\lata d..,lll 
where the ratio of coal to natural qas and oil. utilised by TJ:i94tn 

is within St of the proj•c::ted 70t/30t mix. FOr exaaple, in the 

event the actual use of coal as opposed to natural gas and oil 

differs by more than 5t from the foracasted ratio, Trigen will 

recalculate the prior twelve (12) months' invoices in light of the 

actual fuel mix and issue a credit or surcharge to each customer, 

payable over the e~suing three (3) months; provided, however, that 

in the event of a surcharge, the surcharge amount will not cause 

the total charge to exceed the maximum approved rate. 

that: 

Trigen believes these rates are statutorily authorized in 

(1) Maximum rates will be on file with the Commission 

and open to inspection by customers in accordance with Mo. 

Rev. Stat. SS 393.140(11) and 393.270(2) and (3); and 

( 2) The component of Trigen • s proposed tariff which 

provides that fuel cost savings will be shared by Trigen and 

its customers constitutes a sliding scale which is statutorily 

authorized under Ko. Rev. Stat. S 393.140(4). As fuel savings 

are achieved, 70t to 80% of such savings will be passed 

through to customers and 20\ to 30% of such savings will be 

retained by Trigen. 

clearly 

• 



ol..., te,_.i~---:l,n Ad'aa¥~~~" Wllii~t.~ ai.,.JMititl'·*'~•~ •· 
pa~ the vast •ja;ity ot ·"'¥ QCb· aavi;.>f~·J 
throuqh to cuatOJHllra locatacl in ita service area. 

As additional support for Triqen•a proposed rates, the 

commission has previously endorsed the use of rates baaed 011 

"forecasted fuel prices" and "forecasted fuel prices, with 

refundability protection." In re Missouri Power & Light Company, 

24 Mo. P.s.c. (N.S.) 257 (March 13, 1981) and In re Kansas City 

Power i Light company, 43 Pub. Util. Rep. (PUR) 559 (July 17, 

1981). In allowing rates based on forecasted fuel prices, the 

Commission in the Missouri Power & Light Company decision noted 

that: 

Since fuel costs represent such a larqe portion of the 
Company's expenses and earnings, any substantial increase 
in fuel costs will cause a more substantial erosion of 
its earnings than would be the case of a company with a 
large qeneration capacity and the corresponding extensive 
rate base. 

Bilaauri Pgwar & Light CPRRIDY at 267. Triqen•s proposed rates 

include a J~AXi.llull rate based on projected fuel costs with a 

refundability coaponent. Further, Tri98ft's fuel costs will 

constitute a substantial percentage of its operatiDJ ~. 

Comaission~s rationale in deciding tbe 

Light 9'Je!1am' casee, the COIIIaieaion 

end ., 'M"!'i PQJftp; ' 

~ova Triqen's 



dperiei1~ in the 

general public; 

(b) The commission will not be abdicating its rate­

Jaaking function in that it has approved a specified aaxiJawa 

rate pursuant to Mo. Rev. stat. SS 393.270(2) and (3) which 

will be on file with the Commission and available for public 

inspection in accordance with Mo. Rev. Stat. S 393.140(11); 

(c) Trigen•s rates include only a refundability 

provision for fuel cost savings and not an escalation clause; 

(d) Trigen•s rates would be definite and published with 

the Commission in order to ensure stability and notice of 

rates to customers; 

(e) The sophisticated and experienced nature of Trigen' s 

customers will eliminate the possibility that custoaers will 

be Jdsled 01: confused by Trigen • s proposed steaa :rates; 

(f) ft:'iqen will retain an incentive to ainbdse fuel 

costs and select econOidcally efficient fuel sources in that 

cost savings will be shared by Tri98ft and its ~. 

Thua~ 'the objectione frequently rat..~ with re~ to fuel 

adjuetaeat clausee are DOt applicable to the ratee propoeecl by 

Tripn.. utiliaiDg l:!lelleves that it can 

.aiutain expud ~r bMM its prapoaecl eervlce 



~&let -lt'tty''..-'V:Iice '-•its ~-· 
AlthQ1l9h Trigen has not elected, at this tiae, to inclu& an 

M¢ in its proposed rates, Trigen believes that, baaed on the 

Court's rationale in the ~ case, an PAC is authorized UIKler 

Missouri law given the facts and circumstances at issue regarding 

Trigen and the System. Trigen bases its position on the following 

factors which distinguish Trigen and the System from the facts 

confronted by the court in the YQCM case: 

(1) As previously noted, Trigen's customers are limited 

to commercial and industrial users. In the ~ case, the 

Court acknowledged that FAC' s have been used in regard to 

industrial and large commercial users for in excess of sixty 

(60) years. ~at 54. The Court furth~.r stated on numerous 

occasions that the issue of the application of FAC' s to 

·commercial and industrial users was not before the Court. The 

co:m:mercial and industrial customers who will be served by 

Trigen will be :more knowledgeable, sophisticated and 

experienced with respect to utility rates than residential 

custcaars. Therefore, the C:t utission•s involveaent is not 

necessary in order to assure that custottera are aware if rate 

cottplaints are warranted. 

(2) A properly fo:nwlated PAC would provide TriCJ4m with 

a continuing incentive to Binimixe fuel costs by allowing cost 

A"V!Dga to be &bared by Trigen ~ its ~- For exa~~ple, 

an FA.C be ~~~ a ~ to tbe sliding 

uharahv ~ 

11 



eua ... rs, ~ pi•i4in9 'rri.ten w1~2 ~tiYe tO"~fl.b~aa · 
fuel costs and utilize the most economically efficient fuel 

sources. 

Attached hereto as Exhibit A and incorporated herein by 

reference are the most recent tariff rates for steam filed by KCPL 

and approved by the Commission. It is Trigen's understanding that 

these rates were approved by the Commission in June of 1982, mor~ 

than two (2) years after the ~ case was decided by the Missouri 

Supreme Court. These tariff rates include both a fuel adjustment 

clause and a tax adjustment clause. In addition, the Commission 

has previously approved a private contract between KCPL and 

National Starch and Chemical Corporation (which has traditionally 

been the largest user of steam distributed through the System and 

which is located outside KCPL's current service area and Trigen's 

proposed service area) which includes a variety of adjustment 

clauses based on increases or decreases in KCPL's operating 

expenses. Trigen believes that these facts provide the Commission 

with additional precedent for finding that Trigen's proposed rates 

for steaJ!l service to customers located within its service area are 

authorized under Missouri law. 

III. 

The lUsaouri SUpraRe court baa ~zed that the dual 

p~ of tiM eo..i&aioa a to ~ tiM ~r aqain:st. tbe 

nat·w:-al of a IR!hll~; aa pn:wider of a public 

~ity, wbile at tbe .- by tbe 

at. 



eom.i'a~~t'ton•s rele is to supeniS., requlat~ ana oe)ntfi:)l the pupl.io 

yt1l1till within its juriaaiction. l.d.L at 48. The conission 

lacks jurisdiction over a corporation to the extent that it is not 

operating as a public utility. ~itL.Of st. Lguis Ye Missi1sigpi 

Riyer [Uel Corporation, 97 F.2d 726, 729 (8th Cir. 1938). 

Both the Missouri Supreme Court and federal courts applying 

Missouri law have ruled that the principal factor to be considered 

in determining whether a corporation is a public utility is whether 

the corporation is providing services "for public use." City of 

st. Louis at 729 and State ex rel. L9hman & Farmers• Mutual 

Teleghone Co. y. Brown. et al., 19 S.W.2d 1048, 1049 (Mo. 1929). 

In the City of st. LoUis case, the court stated that the provision 

of services for public use is the "distinctive badge of a public 

utility, and the characteristic by which it is determined whether 

a particular business is or is not a public utility. The statutes 

of Missouri create a Public Service Commission with certain defined 

powers over public utilities including common carriers, pipe line 

corporations, gas corporations, electrical corporations, and 

others.• ~ity of st. Lguis at 729. 

In Stag ax rel. n.o. Danciger i eo. y, Public Service 

CoJNd.ssion, 205 s.w. 36 (Ito. 1918), the Missouri SUpreme Court was 

asked to determine whether an electric ccapany vas a public utility 

and, therefore, subject to the Coadssion's jurisdiction. The 

court held vbether or not the corporation was a public utility 



' ' ' ,' ~ ' ' ' ' ' . . 
willil\9 to "sell to the public indiscr&tinately at regular rate$. 

IL. at 41-42.. In holcU.ng that the corl)oration did not cO.st.itute 

a public utility, the Court noted that rather than offering 

electricity indiscriminately to the public, the corporation had 

chosen to enter into special contracts upon their own teras. ~ 

In the City .ot st. Louis case, the supreme Court similarly 

concluded that the term "for public use" meant "the sale of qas to 

the public generally and indiscriminately, and not to particular 

persons under special contracts." City of St. Louis at 730. 

The Missouri Supreme Court has also held that a corporation 

may be a public utility subject to the Commission's supervision and 

regulation regal.~dinq certain aspects of its operations, while other 

aspects constitute a private business not subject to the 

Commission's regulations. Lobman at 1049. 

In applying this Missouri precedent to Trigen • s proposed 

operations, it is clear that: 

(1) Within Trigen•s proposed service area where it will 

be offerinq steam indiscriminately to the qeneral public at 

tariff rates, Trigen will be acting as a public utility 

subject to regulation by the Coaalssion; and 

(2) In instances where !'rigen is offerincJ steam to 

custoaers located outside its propaaed service area pursuant 

to 

14 



• 
subject to supervision or regulation by the Commission. 

Based on this analysis, Trigen should be permitted to enter 

into contracts to provide steam service to customers outside its 

proposed service area without the necessity of review or approval 

of these contracts by the Commission. Since these contracts are 

not subject to Commission review and approval, their terms 

(including rates) will be dictated solely by arm's length 

negotiations between Trigen and the commercial or industrial 

customer. To the extent Trigen and such a customer agree to rates 

which include an FAC or similar clause which adjusts rates on the 

bases of increases or decreases in operating costs, these rates 

should be valid, enforceable and exempt from review by the 

Commission. 

IV. LONG-TBRK CON'l'RAC'fS POR STBAII SBRVXCB WI'l'R CUSTOIIBRS 1 

WBBRBVBR LOCATBD, SHOULD ROT BB SUBJBC'f '1'0 RBVIBW OR 
APPROVAL BY TBI CQKMISSIOR 

Trigen believes that certain customers located within its 

proposed service area will want to enter into long-term steam 

service contracts which assure said customers that their long-term 

needs for steam will be satisfied at a fixed or predetermined rate. 

Trigen further believes that said customers will insist that the 

terms of these contracts not be available for public inspection in 

order to prevent disclosure of operating costa, production 

procedures and other proprietary information to competitors. The 

terJ~a of these contractfi would be subject to aru length 

is 



' ,' .. :,'•, 

- ......... _. -~ ~ >,._.lRI . ._ ... ,_. ~· ..... i:,.a1P 
,.,~·· ·, .. - '"'·"·~·''--h c'i\: , ' * , -; .. :;..·, 

be 1~ c~~~l .('i~~" --~t~_,~~ .itt~,_ .. 111..¥. 

In responae to this pe"Ceived 4-ftd, TJ:igen is requeattllcJ a · 

finding from the co-isaion that contracts of thrae (3) years 

duration or greater to provide steaa .. rvice to cuataaars located 

within its proposed service area ba excepted from the COIIIIIission • s 

review and approval. Trigan believ .. tbat such a findinq by the 

Commission would be of great asaistance in JR&rketinq the Systua to 

larqe 11 hiqh volume stea. users with year-round needs, thereby 

pex~itting Triqen to increa .. system load and burn more coal and 

less natl.lral gas and oil wbicb, in turn, reduces the per unit cost 

of stea11 to all cust01118ra located in the service area. 

As noted in section III of this lleaorandum, the CoJaission • s 

jurisdiction extenda only to those entities providing utility 

aervice "for public -..• t;lb of. Be JmJi& at 729 and l&da!Jn at 

104t. In~.,~ .Ulit.y serYioes are beinq provided 

tor JN.blio -., eout t.s loobd to ~ 

~al• aNI~tM 

~lie lRd.iearUW.telJ' at 

will 



not; M · off*ed' to 0r neectect t.y the u.jor:~t.y et. out.OiaUa '1.-\-' 

within the proposed service area. Thus, the sale of atea• to 

customers pursuant to lonq-tara contracts does not constitute the 

providing of a utility service "for public use" and Trigen should 

not, therefore, be considered to be a public utility in providing 

such contractual services. This argument is consistent with the 

Missouri Supreme Court's decision in the Lobman case where the 

Court held that a corporation may be a public utility with respect 

to certain aspects of its operations, while other aspects 

constitute a private business not subject to the Commission's 

jurisdiction. Lobman at 1049. 

Further, the CoDmission would not be abdicating its 

responsibility to protect consumers against the natural monopoly 

of a true public utility because, as previously noted: (1) the 

market regulates the steam industry thrOUCJh the availability of 

numerOUS 1 Unregulated fUel sources u,.aJI,.a.,, unregulated fuel Oil and 

the unraqulated coat of installing and operating a boiler); and (2) 

the subject cast~ will likely be knowlGdp&ble and experienced 

in negotiating utility rate& thereby .UiDJ COIIId•iOR replation 

dl.iraticn or ~a't:,ar to --1 ...... stHa --11 
.... o::~~IIIIUaaJ~ 

W8 Oil I 1•a. ._. MIRR •• 11111*8 11811.111 - ._ 
811. 8111118 W GIIIC: Ill--- U ..a-._., •••an .. - ~ _. 

..... fill .... ,.·-··------.. 
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fill I IIIII IlM I • M I !''lift • a '11H1' 
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it' is 'fri9tm'* ,~ 1U118i1l 

that this practice is ,'not the subject Jlatter of 

adopted regulation. 

Trigen believes that a proposed rate modification is necessary 

to assure the continued viability of the Systea. KCPL has 

historically operated the system at rates which are not adequate 

to cover the expenses of operating the System and provide a 

reasonable rate of return to KCPL. Xn fact, the COIIIIlission 

acknowledged the inadequacy of KCPL's rates when, in 1986, the 

Commission agreed that a substantial revenue deficiency existed 

with respect to the Systea based on a traditional revenue 

requireaent basis for an ongoing business. Baaed on Triqen • s 

experience in the steaa distribution business, Triqen believes tbat 

its proposed ratea will not reault iD a sipificaat loaa of 

custoaers to the &yilt .. aDd will, in the loag teal, retarD the 

Systea to an i~tlJ' viable ~tion. fte cc•luion aboa1d 

alao note that KCPL baa not reoei'Ved a rate ~ for ..... 

distribution a.rvioes --- .. 

-~~~~-~.-- ~!p 
h'aa Q~J~r&~~ 



over · boee ra1!e8, p ... ioual.y filed by KCPL ara4 app;oved by tl).e 

Coaaission .. 

VI. 09JIIItD819JI 

Although Trigen acknowledges that its operation of the Syst.ea 

will constitute it a "heating company• as that term is defined in 

Mo. Rev. Stat. S 393.020(17) and that Trigen will, therefore, 

constitute a public utility subject to supervision by the 

Commission within its service area, Trigen believes that the 

factors which led to steam companies being classified as public 

utilities no longer exist. This argument is based in part on the 

fact that the monopolistic aspects of other utilities (L.L_, 

electrical, gas and telecommunications companies) do not exist 

within the steam heating industry and, therefore, that the 

Commission • s supervision is not necessary. customers of the System 

will have numerous alternative energy sources available to thea, 

and will be free to shift from one energy source to another based 

on their individual needs and econosic conditions. Because of 

these ~titive preasures, state regulaticm of the steaa beatiDCJ 

industry is not nec11ssary ia order to assure fair treataaat of 

customer&.. Because of the lack of 1m!' OGIIIpelliDg Deed for 

r8(JUlaticm of the st.ea. IMI&t!B; ~-. the caaisa1cm sboald 

appropriate1:y exerc!ae reYiawlDg and 

acting r:-.a1Rb ft'i9'm. 

-



'tr~nsaction \,~tween Trigen ·~*KCPL>c8nnot:~ ~~~: .. 
of the system would result in undue hardship to in excess of ~ 

hundred {100) present customers of the System. Triqen is willincJ 

to purcha.se the Systea at substantial cost and to place its 

manaqement expertise and experience behind the pra.otion and 

development of the System. However, Triqen • s willingness to 

proceed with the transaction is predicated upon: (1) approval of 

Triqen 9 s proposed rates; (2) the willinqness of the Commission to 

permit Triqen to enter into special contracts witb customers 

located outside its proposed service area which will not be subject 

to Commission review or approval; and (3) tbe willingaess of the 

CoJ~Jaisaion to perait Trigen to enter into lonq-tera ~ service 

contracts with ~~ wherever looated, whidl will DOt be 

11\.U>ject to Ollfl U.ion reYiew or ~. By appEQYiag ft'icpm's 

· requests ooata!Dad iD t:Jds ••• u~, ftl..- ~.1..._ U.t tile 

Coaaiuion ia •Uaf71Dg ita dual E''IIII'UIItdbllitr to ~ 

c~s while at tbe ... u- tbe ccmt.lllll8d viullitJ' 

ot tbe ~ tealS n'laoa'lbly eocepteble to tbe ~~~~ 

~-1.-.1•'• 

~-... a~ 
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FBOil: Thoma R. Casten 

DATE: Septembet· 7, 1& 

III!IIORANDUII 

RE~ Kenw City Potter & Uqht Steam 8yltam Pwchase 

FILE: TRC Cornm1ssm 

This memorandum asks the Commlaslon to approve the sale of the KCP&L steam system a Gland Avenue 
power plant to Trigen Energy Corporation's wholly-owned subsidiary, Trigen-Kansas Cly District Energy 
Corporation, (Trlgen) at the agreed price of $6.000,000 and per the terms of the submitted tuilbadS covering 1) 
sale of the system, 2) opendlng agreement. and 3) steam sales to KCP&L It Is further requested that the 
Commission approve the propoeed •sliding scate• rates. that the Commlsalon waive juri8dicdon over negotiated 
contracts of three years or longer, a that the Commission agree to-. a C8ltilcate of Convenlence and 
NecsssJty to Trigen for the operation of the Karas Cly steam system. 

This memorandum explains the propoead conbadS and steam ndeS which are atlached and dllcussel 
Trlgen's approach, our plan to make the syal8m lnandaly hl8llhy and our plans for system acparllion Ed fuel 
switch. It also prtMdes background on Trtgan and b parent sharaholdln. 

1. Who .. Trlgen ElwiJ Corporalon? 

Trlgen El'18fQY Corporation (Tdaant Is ...__... • Whle Plains. Haw York. lllnd ........ In the 
davelopmont, ~ and ~· of tllldct 11 B II tg and CiQQing 8\illlmL Ill. pillS& rd. Tdgan OI'M1S and 
operates syetama ~ Tnnon. Haw r-. and a-.. cay. Oldlhcma; and Landon. Ontario. 
Canada. In addlka. ldgin 0J1iM I I a til IIIII 0...,. Haw York. 8NI w8 carl lllCI consiNCion 
this fall on a 50 IMQI nrd cog~~allltn pl1aRI and....-. of• t'1111 r 1' aJitg and dlllng pliaRl 

n.u.a mam•:a• &••-ofnv-•.._. 
HIIOJ!imtlb*-~~~~~­

T~'II*-1••0\11Pdti\J dill! 1\llflji!IMIIII'!afl!llaMilliiJiia 

a. ... laltftillft ... - Klllllll Clift 



• 
2.A. UpgrademalntenancetotheGranc:IAvenueStationaothestadoncantuncoalrelllblywhenevar 

the total eyatem steam ..:Jout Is above 75 thouland pot81da ('lb, per hour, thus reptacing 70 to 
1~ of the natlnl gill (the molt rec81111y used full) wlh COlli. (Note that the Grand Avenue plant 
was daliglted to produce roughly 1,000 Mlb of ~tam per how, and alir9e baler cannot operate 
below abcM.It 75 Mlb par how on COlli, but must awltch to gee and operate In an leas allcient mode. 
N. 1•1oad• there were about 4000 houri when the steam aendout was less than the raqulrect 75 
Mlb per hour.) 

2.8. Change the steam rate structure In order to send clear and accurate signals to customers about 
the marginal cQits c:A steam production. Trlgen proposes a fixed annual baM c:Mrge spread 
equally fMW 12 months for the supply of service and a uue- charge for the measured 
consumption of steam, thus marginally pricing steam and encouraging lis more rational use. 
especially for process use and to produce chlled water In the summer months. As users respond 
to these marginal steam prices. Trlgen expects to see a leveling of the system load and 
Improvement In the load factor, and a consequent Increase In the number of hours with aver 75 
Mlbs per hour sendout, I.e. hours wilh enough load to allaN coal to be burned instead of gas. 

2.C. Aggressively market steam under long term contracts to Industrial users who have process loads. 
These sales wll help to pay for the fixed costs of the system and wit Increase the number of hours 
which require at least 75 Mlb sendoul 

2.0. longer term, use steam to produce and sel chlled water, so as to udize the boiler and system 
capacity during the summer. 

Given that Trigen Is prepared to make these comnlltments and wll. for purposes of steam seMce. upgrade 
and maintain the Grand Avenue Station as a 1 sllable genendor d medium pre8SUI"8 (660 psiQ) steam. KCP&l has 
agreed to sign a five year contract wilh Trigen to malnlain and provide on cal up to 750 Mb of sceam per hour to 
be used In existing steam turbines at Grand Avenue to gee-- aledricily during KCP&l tleclrical system peaks. 
This five year conlraCt Is, In esaaa. a spedalzed Industrial or pmcsss -.and alr.Ms Trigen time to sel and 
connect other users and return the &yam to health withoul maldng a« I SINe.,... of opacalhtg costs during 
the first years of operalion. 

Trlgen's pian recognina ht moat of the S'lJII&m·s ope~dag COltS.~ hm lull. and alma~~ all of the 
losses of anergy In the~ SiJBill are lad. and do not wuy wlh dw~QM In ..... d .-m said. A 
principal reaaon the -.m a,llam a in._...---II~ 1-. bull to_.. a much ....-load. and 
the Grand Avenue plant II~ file.._ al t~Jdat• smdar ~1M pi aunt I!Jtltm Ns an_..,. 
dlltribulion ~ .... -. da tTg"ted to ..-, blr .._ the Pflllnl .... 1MI ~ I!JIItm will 
support ma&arQIOMilh of ..... blab' the ..... a. lad--~~ .. WilY~-· ....... af 
today's F8dUI:ed .._ 1MB lwliltT ~1ft._ 111 lidfuli l!llllm wll _,«Bill_, COl Ill 'I wlh acklad 
--..._~or._._._NqiRa,E11lllt1111rar-.lftd•,.canrJ1L---wlllutfCHdl'op, 

At praatnt. ._.__..,. • .._d._ • .,.. -----lillllilftd._.,.1m II IRa~ 
&ptrar. 1-.m--.lll!lllll!d Mill lblf 1ft.-, 10 aJ!1W pi IJ 1•-.-QJ£1& ,.,_ mlgM ,__1M 
ayllem. Mh-pnillnl!-~ I:Oiilllllll!fQJIIm llil!lli818BI!Irtodfpl!ll ~-~~~--~~-­
~·~---pJQi!M-II.MIOiilllllll!f_lftd_Rillllllll}llll Et--

WIIIIIlkhQI:ll .ttt!Wtto 
~~-01 .1\tliJI_.., 
~GI-pill_CIIllll__. 



3. Trlgen'a Propo8ed Rate8 

The leading Mlstourl SUpreme Ccut caae (State • ral. Utlly Consumers of Mo. v. P.S.C., June 28. 1979) 
noted that fuel ac:ljullment daulll ... • ... been parmlaed- part oflndustrfsl and ..,. commarcill rate 
sch&dUes. a matter which Ia not before us In this case. • Whle the Commlaalon may have exardaad Its 
discretionary power to expand the holding of that case to such rate~Chack.R~In ~~the 
validity of such IIChediJe8 remains legally unchalangad. Molt of Trigln'a tutomera .. indualdll or llrge 
commercial, so a rate wlh a fuel adfu8tment clause should be permlasable. Hovftwer. Tltgln wll al8o seNe tome 
commercial users who are small, and raaes to these smaller users could be ccmslrUed to be covered by the above 
case. 

In order to stay wilhk1 staff guidelines and avoid the il8ue of a fuel ac:ljullment dause for tarlf rates. wa ask 
for approval d a •sliding scale'" rate under which the maximum rate Is baled on the burning ci7M. coal and 30% 
natural gas or ol at projected average fuel coat d $1.85 1 mmB&u. (lHV) Under this rate proposal there wll be an 
approved published rate struclure. dalannlned and lxad by the Commlaaioo In accadance wllh b traditional 
standards, n.Na and ~The price dwgad to any tarlf custom. In our cenlkalad SIMce araa may not 
exceed thls approved Rile. absent b1her Comntlaaion appro¥81. ~ oflucluadons In variable steam 
costs, such as fuel. aledric. labor. etc. 

Howe'ler, we J.lfOPOM a aiding~~ In Older to paaa on the coat .W~ga se.t wll r-..1 theN is 
further switch to coal. lfl'd/or any ........ acNIMid In ~ fual The piOpQI8d wll -..the 
energy rates chupj each monlh by 1.0 .,_the~ I* mllk!n 8dlllh lliem8 In wlflgtded 
average fUGI purchau coa .... the tmgalad $1.85/mmllu tba' he Ul v -..lor fuel. thulll n sling on to 
customers~ to_., olthe•ll1k_.aad coat~ 



.. , ....... c-. 
luld em Trigen'a acq&l,lallan,~ anct. no._.. • a,•o•._. in 1180. La. noaddtld 

........ CUIIOCIIIII or piOIIII ..... or........ . . . toms. ri n.Hallt.dlaftlft 1-... Wit 1:J1111Ma Wit 
C8IJ bum call. for""' of tile ..................... -·~- .... dar Cld far .. dcMntGwn .._..,.and. lndudfniWtlloo fltwaaatiGII[IS.Gf:"t1~· . .......- tet11.tl/llb far t• or a &1ft 
lncraaaa of 1990 ndae GW~1a adtlll ~~~tea. \WI bllfiM lflldlnn f6r h .... period. Thll repaaantta COlt 
decr111e In ,.. dolan.. The ..... bale ct.ge Riles lnc::Ute a 8lfUCIIn for IKid dwges rellacdng the 
economias of lcakt to Trigen or..w.g large customan1. Thus, Individual cuatomara w11 aae aaw~g~ or lncraaaaa 
In the ratea they pay for each M pcu1d of steam baaed on their leal factola and the new nile structura. The large 
Ul8f8 who have summer staam ~ such as hol8a and bulklngs Ullng steam for chBng. wllsee a reduction In 
their average rate per M poLI1d and wlllnd that lhantla leaalncendve to laav8 the steam system and Install their 
own baiera. The heating ody cuatomara wli aae an lncraaaa In ~ratn which they can n..,_. by using 
steam at very low marginal rates fordomedlc Ia .... producllan or Chllng. 

1. Contracts or nne Yura or Longer 

Trigen is speclffcd-f asking the Comml8llon to find that it is not requhd to regLdate the rata& ctwgad to any 
user who voluntarily signs a long term eotlbad (3 years or longer). Such c:ledsiotl8 are nwJe In a mar1<et 
. environment and are subject to ~with S8lltRI forms of steam producdon using ~ full ol, 
unregulated costs d inalallng baiera and supporting equipmenl and ~ labor COils. Memaltvely, a 
potental customer may use ~ gas CN81 which the Commlaafon exerclns conlrd only with raapect to 
transportation costs. in the8e cases we belhMt It is aanntial to haw the hadom to sign long term conb'ads 
which have rates that wll not be~ by fWn CommlaaiOtl8. and which are not a part of the pubic record, 
on view for competitors of bolh Trigln and the user. 

7. Why Doea Trlgen 8lk tor Unregtdllld Conti acta? 



tll1mU1t klw to remove hallll'l .,._, ,.... from tbe C.~mlaMan'a ........... 1ft tbe m.11ime. ~ 8lk the 
~to-... Ill bf1lld dlcrtllcuwycpoww, ltlat IIIJI'IIInt ,.........to ••••• haalfnO ayatems 

C'4~==--==.=,.=:::..=. ... ,.:.-::.'!'.::::::.=::.~~ 
ItaiM. n ._... ..... ,. .. · . . d ..... term COGf18act ·bafali comn111ingllalr ..._to a Itaim 
..... tfl Cllhlr WGidl.- 81kthe OommiJJfcR to fomlaly ..... ltlat lwll nat regdlle Tdgen'a salla canllacta 
whWt e tot ttnl or more,_. and • the,_. d fiiiDIIdan wlh a corporattor-.. paltnanlldp. govemmenta1 
unit. or a eophlaltcatedlndMdull able to carry u IUCh ~ 

lw a relevant aide, • na&e that none d the lve other ayaems operated by Trlgen In North America are rate 
rtQUated, nor are 38 ayJI8ml operated by Trlgar1'a parent ahareholders. 

We propoae to make a commitment to a1 users. ragtlated and conlraCtUBI. that we wll 1ake al pol8lble 
stepe to lncraaae the ayatan load and use coalaa often aala possible. and than share withal U88IS any fuel cost 
advantages we achieve by buri1g coal and by buying gaa or o1 on the spot market In the summer when spat Is 
cheaper than tarlf gaa. n. approach tela lhe lndullrlala that they are radudng their future energy cost risk by 
having a coal ftrad source d ~~earn, and that their large process loads wll iltC1'81lse the amount of time Trlgen wl 
be able to bum coal, thus further reducing coats of service to al. 

This dual approach d rate and contract w11 also help persuade the large customers that they can lock In an 
energy cost future In which the eliciency d conversion is guaranteed. the capftal eo&ts are largaly frozen. and the 
fuel costs w!l be tied lncreaslngfy to coal 

We believe the large users are In a fully competltve energy market and can negotiate contracts wlhout 
regulatory help from the Commission. The service olered is not a na1unll monopoly aa hal bun amply proven by 
the downtown aalel which have dropped from 1.300.000 Mlb per year In 1973 to 390.000 Mlb d -.In 1988. The 
tuk of present uaers are all bulinaaaaa. or lnllludon8 such aa the Cly or County. who are well able to 8WIIuaCe 
the cornpetiltve altamallws to 1te1m supply. and to lnance the capitalnedld to 881 genanilt8 lhe a.m. I that Ia 
more cost affective than purdtaaa of steam. 

The large proc111 ....._ who mast ~ daMnd caMidll. are ~he -...an to lhe whale systam. 
hfllplng to pay the IKed opefdlQ COlla wlh their ca.sam pad ana d 1te1m and hlllpilQ lhe Grind Avanue 
plant to have Iaroe ~loads to bum d1 aapar fullll.. la. COIIl n.a _..are a to CURlMl to .-m 
~from l'rigen lllalr--. C08Is to s-todc have ....... 
contfaCtl which~ pau~lheCGIIISci and 1uc1t mlhe ._ ilratl:a~ candwgeCMWand 
above the coM d fuel 

llllltllt,..._.aaaJ 1 ltllllllll,.fle. 
---ta..are--.111 ,.._ ... .......... ,! .... -- ,... .... 



CaseB 

CaseC 

Tll'lle1 
Proforma ....... of H-. 

Trlgan Kanau City 8taam Sptem 

Equity (000'1) 
Praftt Mer Tax(000'1) 
Return 

Equity (000'1) 
Prollt After Tax(000'1) 
Return 

Equity (000'1) 
Prollt After Tax(OOO's) 
Return 

um 
1550 
38 

2.3241. 

1560 
104 

6.71" 

1550 
118 
7.61" 

1991 

2110 
(15) 
NA 

2144 
247 
11.~ 

3080 
371 
12.05" 

It is clear that Trlgen's purchase decision is pndcaled upon growth over IMMN'8I years and the addlllon of 
more steam sales than is achieved In even the ball case above. We sea a five year process to grow the system to 
financial health. 

SUmmary of Uualon 

There Is a working steam system providing steam to over 100 --. which Ia capable of~ for the 
supply of steam to ott. conaumera. bultis .-m w11 be. s- Cunuululan Gldar, doead unlaH a Ia IOid by 
KCP&L There Ia a wllng allar. (KCP&l) at agnaed pdce 18.000.000) and • .._. t8lms ~ ~ 
under separate cover). n.. Ia a .-.g._.. (Tifgant who._ a plan form lfq the S1fll8mlnlnciallr haallhy. 
and has dernonstrtdad CGmflllanc:e in aw-•• and a;ua • and._ IUtdla•• t8dric:lal and 
financial raeourcee. The buylr"sw•••••m ~ ia upon the~ atheprcposed -.and 
ride ltrUCture8 and on lhewlll•••• aile CuM i£11Fan to agNI8to *-~ 8laft-. wdl.,..a 3 
YMfl duration Of longer. 




