DECOMMISSIONING AND EMPLOYEE TRANSITION PLAN

COMMISSION AND COUNCIL ACTION:

Decommissioning Plan and Costs: The decommissioning after plant shut down plan is attached and
includes the absolute essentials items needed to preserve the value of the facility and the steps
management feels are needed to ensure prudent utility and business practices are kept. The management
of the utility has had discussions with Boardman Law Firm in regards to the meaning of this since the
resolutions that the City Council and the Commission passed state this. The prudent ufility standard
requires at a minimum that a utility exercise reasonable care in this decision. The prudent business
practice standard requires the standard for negligence; namely, it requires a determination of whether the
utility acted in a manner consistent with the performance of other utilities. These decisions need to be
made in good faith, under the given circumstances, and at the relevant point in time to preserve the value
of the plant.

Management prepared three options with the recommendation of Option A with the total budget impact
of $281,528. This plan needs the approval of the commission and the council since the overall
decommissioning and operational costs have a financial impact. Management feels Option B and Option
C fall below good engimeering practice and come with an increasingly high risk to the plant.

The 2009 budget impact without looking at customer claims or terminations fees is estimated at over
$1.8 million. This is comprised of the following:

Decommission
281,528 Labor and Materials for Saleable Condition

Operational
376,983 Unemployment and Personnel

122,423 Lease agreements
160,000 Environmental legal or NOV

614,000 Strategic team costs
Estimated Cash shortage Aug-Oct including
277,160 final operational mnvoices with no revenue

1,832,094 Total Costs

The funds that are available from the reserve fund are $1,105,309 with a shortfall of $726,785.

The priority of items on the decommissioning list are:

1. Ro Denim System — There is a requirement in the GE lease agreement that the items that were
financed be dismantled and returned to Chicago. The RO equipment needs to be returned,
however other items financed by GE still need to be addressed as well as a determination of the
costs for those items. We are having discussions with GE on different options including trying
to sell it with the facility. Total cost labor and materials $78,296.

2. Coal and Ash System — The PRB coal and all the dust needs to be entirely removed from the
facility due to combustibility of the coal. Total cost labor and materials $40,872.



3. Fire System and Dust Control System — The PRB coal and all the dust needs to be entirely
removed from the facility due to combustibility of the coal. Total cost labor and materials
$9,984.

4. Supervision and Contingency — Management was planning on being involved in supervising this
project and we also planned for some contingency for some unknown costs. Total cost of labor
and materials $42,460.

5. Building including the heating system — In order to keep equipment in good condition a base
level of heat needs to be provided to the building over the winter as well as power to facility to
protect the basement from freezing and then potential flooding since it 1s below water level.
Total cost labor and materials $56,081.

6. Underground System — Per the agreements with our steam customers we agreed to a physical
separation. Total cost labor and materials $5,996.

7. Boilers and Auxiliaries — The boilers need to be put in a dry lay-up state in order to preserve the
boilers and all the water needs to be drained prior to winter. Total cost labor and materials
$28,799.

8. Steam Systems — All the water needs to be drained prior to winter. Total cost labor and
materials $3,328.

9. Chemical Systems — Proper disposal of the chemicals onsite. Total cost labor and materials
$4,496.

10. Security of the building — Changing the locks and protecting the facility from theft including
continued rounds. Total cost of labor and materials $11,216.

Decommissioning Team: We propose 6-8 people for the decommissioning team which consists of 2
management and 4-6 union members. We were asked by the union if the team could be larger and from
a management perspective with the tasks needed to complete we felt 6 people for 8 weeks or 8 people
for 6 weeks is manageable and still stays within the budget of $119,184. There are two decisions that
will need to be made to determine what staff will be laid off and when.
o A decision needs to be made on the size of the decommissioning crew (6 or 8 man crew but the
financial impact is the same).
o A decision on if the decommissioning crew consists of the next staff on the seniority list at the
steam plant or if we will use the employees to be transferred to the electric utility from the
transition plan approved by the commission in this process.

Severance package: In discussions with the union they had asked if the Commission/Council would
consider a package for those 19 employees that will be on laid off. The employees are currently entitled
to unemployment and vacation/benefit payout. In addition, would there be consideration for those that
would take voluntary layoff or for the few employees’ near retirement but had not planned on 1t at this
point but if a package is an option it could prevent some from layoff.
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